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Abstract. November 7, 2024, speaking at the plenary session of the Valdai International Discussion Club
in Sochi, Vladimir Putin expressed the hope that Russia would not return to “the path it followed before
2022”; a path fraught with “hidden, veiled intervention against our country”. Some experts assessed these
words of the President as the beginning of a “revolution from above”, that is, as the beginning of an
active process of renewal of elites in the country. Based on facts and expert assessments, we consider the
process of elites renewal in Russia as an evolutionary process that has been going on for almost 25 years.
In this context, we analyze a number of decisions made by Vladimir Putin from the very beginning of
his presidential terms (since 2000). The launch of the special military operation in February 2022 and
Vladimir Putin’s fifth presidential term (which began in May 2024 after the inauguration of the President)
only accelerated this process. The article continues the monitoring (that started in June 2022) of federal
laws and decrees adopted by the President and the RF Government. Special attention is paid to analyzing

For citation: Ilyin V.A., Morev M.V. (2024). “Revolutionary” words of the Russian President on November 7, 2024.
Economic and Social Changes: Facts, Trends, Forecast, 17(6), 9—34. DOI: 10.15838/esc.2024.6.96.1
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“Revolutionary” Words of the Russian President on November 7, 2024

the effectiveness of migration policy in the Russian Federation as one of the specific examples of system-
wide problems faced by the public administration as a whole. It is concluded that the key decisions of
the head of state, especially those adopted during almost three years of the special military operation
(such as the “Time of Heroes” program, personnel appointments in the RF Government, decision of
the Constitutional Court to lift the statute of limitations on real estate acquired through corrupt proceeds,
etc. act as a kind of practical tools to achieve the major goal: strengthening Russia’s national sovereignty
in the context of civilizational conflict with the Collective West, as well as solving key tasks to achieve
this goal — renewal of elites and consolidation of society. Our contribution consists in a comprehensive
approach to analyzing the process of elites renewal in the country, including by systematizing the
administrative decisions of the head of state made in the periods before and after the start of the special
military operation.

Key words: Valdai Forum, live TV phone-in, renewal of elites, “Time of Heroes”, President.

November 7, 2024, speaking at the plenary
session of the Valdai International Discussion Club
in Sochi, Russian President Vladimir Putin noted:
“I'would not like Russia to return to the path it followed
before 2022, as I said in my speech. And this was a
path that involved such a hidden, veiled intervention
against our country, aimed at subordinating it to the
interests of some other countries that still believed they
had the right to do so™.

MKRU

) 08.11.2024 B 15:15
«» IIyTMH npusHaa npegaTeabCTBO
*  OJIMT: HAYAJIACh PEBOJIIOIIUA CBEPXY

A

HOBOCTU 3KCKNHO3UBLI

CaMble rnaBHble cfloBa nNpe3njeHTa Ha «Bangae»

nosEnuTeCs | NI +®

Camoe I1aBHOe B peun [IyTitHa Ha «Bangae» GbUTO B caMOM KOHIIEe. ITO
OBIM PeBO/IOLMOHHbIe C/I0Ba. YCIBILIATh OT NPe3uIeHTa, YTO OH He
XOueT BO3BpalIeHNA K TOMY KypCy, KOTOPBIM 1i1a Pocens 1o 2022 rofa,
U 3KeCTKYIO OIIeHKY 3TOTr0 Kypca, - 06 5TOM A0Gpble pyCcCKie MOAN
MOT/IH TOTBKO MeUTaTh.

NONMIUTUKA

& nonuTUKA @

The very next day, the newspaper Moskovsky
komsomolets published an article with the headline
“Putin has acknowledged the betrayal of the elites:
A revolution from above has begun2.

Its author D. Popov? noted that at the Valdai
Forum the President uttered “revolutionary words...
words one could only dream of”, they are “worth a
lot™4.

“These words were revolutionary. To hear from
the president that he does not want to return to the
course that Russia followed before 2022, and a harsh
assessment of this course, is something that
good Russian people could only dream of... The
president’s recognition that the country was
heading for “subordination to the interests of
some other countries”, and, roughly speaking,
transformation to another Western colony, is
worth a lot. Honestly acknowledging a problem
is the first step toward starting to solve it. This,
| dare say, is the beginning of a revolution from
above, the reassembly of the system”>.

' Vladimir Putin’s speech at the meeting of the Valdai International Discussion Club on November 7, 2024. Available at:

http://www.kremlin.ru/events/president/news/75521

2 Popov D. Putin acknowledged the betrayal of the elites: The revolution from above has begun. Available at: https://www.
mk.ru/politics/2024/11/08 /putin-priznal-predatelstvo-elit-nachalas-revolyuciya-sverkhu.html?ysclid=m4mavvlteb25960798

3 D. Popov is a columnist for the politics department. He has been working at Moskovsky komsomolets newspaper since 1992
(source: official website of Moskovsky komsomolets. Available at: https://www.mk.ru/authors/dmitriy-popov/).

4 Popov D. Putin acknowledged the betrayal of the elites: The revolution from above has begun. Available at: https://www.
mk.ru/politics/2024/11/08 /putin-priznal-predatelstvo-elit-nachalas-revolyuciya-sverkhu.html?ysclid=m4mavvlteb25960798

> Ibidem.
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We cannot but agree with this. After all, in fact,
it was a recognition of the fact that not all of the
President’s decisions, as it turned out, were made
in a timely manner. Vladimir Putin spoke about this
on December 19, 2024 during the “direct line”:
“If it were possible to return to 2022, then I would
have thought that the decision to start the SMO should
have been made earlier... and, knowing this, we just
had to start preparing for these events, including the
SMO”...

“...if it were possible to look at the situation in
2022, knowing what is happening now, what would
I think? That such a decision, which was made at the
beginning of 2022, should have been made
earlier. This is the first point.

And the second point is as follows. Knowing this,
it was necessary to start preparing for these events,
including the SMO”’®.

Nevertheless, there are many indications that
the President has launched a process that some
experts have called a “revolution from above”; and
this process is already in full swing However,
in our opinion, so far it is not revolutionary,
but evolutionary, which is much more typical

“Revolution is not a way out of the crisis, but a
way to worsen this crisis... shaping our approaches,
we will be guided by the ideology of healthy
conservatism’’.

* Included in the register of foreign agents.

for Vladimir Putin’s ideology of “healthy
conservatism”.

The elements of this process were present long
before the Valdai Forum and even before the start of
the SMO. In fact, they took place throughout
Vladimir Putin’s presidential terms:

v’ the principle of “equidistance of all market
participants from the authorities”® (2000), thanks to
which many influential oligarchs (M. Khodorkovsky*,
P. Lebedev, B. Berezovsky, V. Gusinsky, etc.) were
pushed away from the opportunity to influence
political decisions in the country;

v" Vladimir Putin’s Munich Speech (February
10, 2007), which became a direct signal not only
to the international community, but also to the
domestic elites that Russia has chosen its own path
of development — the path toward strengthening
national sovereignty;

v' amendments to the Constitution of the
Russian Federation initiated by the President (2020),
which were supported by Russian society in a
referendum on July 1, 2020 and largely limited
the ability of the ruling elites to have any ties with
the Collective West?;

v' a law prohibiting extremist organizations
from participating in elections' (2021); as a result,
the activities of Alexei Navalny’s headquarters**
were suspended, that is, in fact, the possibility of
the negative influence of the fifth column was
reduced to zero ... Moreover, we note that this was
a major step in the fight against foreign agents, but
far from being the only one.

** The activities of Navalny’s headquarters were recognized as extremist and banned on the territory of the Russian Federation.
¢ “Direct line” with Vladimir Putin on December 19, 2024. Available at: http://www.kremlin.ru/events/president/news/75909
7 Vladimir Putin’s speech at the plenary session of the Valdai International Discussion Club on October 21, 2021. Available at:

http://www.kremlin.ru/events/president/news/66975

8 Opening remarks by Vladimir Putin at a meeting with high-level campaign workers. Available at: http://www.kremlin.ru/

events/president/transcripts/24146

® We note that these amendments for the first time mentioned “internal threats” to the sovereignty of the Russian Federation,
its independence and state integrity, which the Federation Council must combat (Article 83, paragraph “zh”); a ban on foreign
citizenship and residence permits was introduced for the Prime Minister, ministers and heads of federal bodies, governors, senators,

deputies and judges (Art. 110, paragraph 4).

10 “On amendments to Article 4 of the Federal Law ‘On basic guarantees of electoral rights and the right of citizens of the
Russian Federation to participate in a referendum’ and Article 4 of the Federal Law ‘On elections of deputies of the State Duma
of the Federal Assembly of the Russian Federation’”: Federal Law 157-FZ, dated June 4, 2021.
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“The State Duma approved in the second and
third readings a bill on the introduction of special
accounts for the income of foreign agents. The
amendments, contributed by 429 deputies led by
Speaker of the lower house of Parliament V. Volodin,
were supported unanimously.

The law provides for crediting to a special ruble
account the income of foreign agents from creative
activities, the use of inventions and trademarks,
income from the sale and rental of real estate
and vehicles. In addition, interest on deposits,
dividends and income from equity participation in
organizations will be credited to a special account.
The opening of a special account will become
mandatory for both foreign agents and those who
transfer fees to them. It will be possible to dispose
of funds only after the cancellation of the status of
a foreign agent.

The law was adopted on December 17, 2024 and
will enter into force on March 1, 2025”"".

Thus, the evolutionary process of the renewal of
the elites (or rather, creating conditions for this in
the country) has been going on for almost all of the
past 25 years.

However, we should note that while Russia
was “following the path until 2022” and was
witnessing a “covert intervention”, often “the logic
of circumstances was stronger than the logic of his
[President’s] intentions”'2.

After all, the circumstances were such that
against the background of the post-Soviet elites who
were “descendants” of the elites of the late Soviet
era, that is, having deep, one might say, historical
roots, in the system of public administration, only

“The late Soviet elite did not consider
sovereignty to be an absolute value, as they were
passionate about the idea of joining the West as a
civilization, and this required renouncing their
civilization... That is why the Russian elite saw its
main task in destroying and dismantling Russia’s
sovereignty rather than preserving and protecting
it...

The whole problem is that the rise of Putin and
his group is not natural, but accidental, spontaneous.
If Putin had been a little more understandable to
Yeltsin’s group, they would never have chosen him.
If there had been another person instead of Putin, we
would have had a different Russia, a second Ukraine.
In fact, Yeltsin’s Russia is still alive and hidden
behind Putin’s back in many ways. And everyone is
afraid: if Putin leaves, they will come out. Everyone
understands this; and therefore, the West considers
the removal of Putin to be its main goal.... "

the President and only a few people in his inner
circle were (as experts note) “the main customers
for the strategy of sovereignty”!“.

There were simply no other elites in the
President’s entourage, and the country had to be
governed one way or another. And not just to be
governed, but first (in the 2000s) it was necessary
to literally save Russian statehood after the crisis
of the “turbulent 1990s”, and then (after Vladimir
Putin’s Munich Speech on February 10, 2007, in
which he actually challenged the entire Collective
West) to resist numerous and diverse efforts’> of
United States and its satellites, undertaken in order
to restrain the further strengthening of Russia’s
national sovereignty and to return it to the state of a

' The State Duma deprived foreign agents of income in Russia. Available at: https://dzen.ru/a/Z2FcfJu3iHWU9NJy?yscli

d=m4vcod89m4435449063

12 Batchikov S. When the bridges have been burned. Available at: https://zavtra.ru/blogs/kogda_mosti_sozhzheni?ysclid=

m4s3th3p6b44886535

13 Khaldey A. Transfer and the sovereignty strategy: Customers and performers. Available at: https://zavtra.ru/blogs/
transfer_i_strategiya_suvereniteta_zakazchiki_i_ispolniteli?ysclid=m4mqpbghin219737568

4 Tbidem.

15 Such efforts included an attempt to arrange a “color revolution” in Russia by organizing mass protests in 2011—2012,
collectively known as the Bolotnaya protests; the coup d’etat in Ukraine in 2014; economic sanctions; anti-Russian information
policy; the desire to inflict a “strategic defeat” on Russia after the start of the SMO, etc.
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“gas station masquerading as a country”'¢, in which
it has been after the collapse of the USSR.

In these conditions, it was in many ways neces-
sary to preserve the situation when the President is
surrounded by a “conglomerate of clans and groups
that compete with each other for resources”!” (or
the Politburo 2.0, as analysts of the Minchenko
Consulting holding described Vladimir Putin’s

“Putin was not free to do as he chose and could
not act with full force. Of course, he stopped Russia
on the edge of the abyss, prevented the collapse of
the state and its descent into complete chaos - this
was his mission....

The steps he took in the first year of his rule are
recorded in history: he stopped the disintegration
of Russia, dispersed the oligarchs, pacified the
regional fronde and put Russia on a stable track,
pushing it in the opposite direction from the abyss...
Therest of the years ... were not so intense, and Putin
avoided decisive historical steps. He periodically
compromised with the West, which is explained by
Russia’s weakness and its unpreparedness for a direct
frontal clash; and he followed the lead of the internal
Atlanticist liberal lobby, implementing a course of
liberal patriotism in domestic politics....

But he did not go beyond any declarative urges,
that is, he was not seriously building an internal
patriotic policy. He only nominally indicated the
possibility of conservative patriotic changes, while
adhering to strictly liberal economic models.... "

entourage). But even in this situation, the head of
state made targeted, but very significant, landmark
decisions on a number of facts of corruption'®,
which were assessed by experts as nothing more than
a gradual “displacement of the liberal crowd”?’.

Later, during the “direct line” on December 19,
2024, Vladimir Putin described this period of
his activity as follows: “I have done everything to
ensure that Russia is an independent and sovereign
power”.

Excerpt from the “direct line”
on December 19, 2024:

Question of the reporter (S.Rosenberg, BBC
News): “... do you believe you have taken care of
Russia?”

Vladimir Putin’s answer: “Yes. I believe | have
not just taken care of it, but | believe we have
stepped back from the edge of the abyss, because
with everything that was happening in and around
Russia before and since was leading us towards a
complete, total loss of our sovereignty. Without
sovereignty, Russia cannot exist as an independent
state....

I have done everything so that Russia can be an
independent and sovereign state that is capable of
making decisions in its own interests, rather than in
the interests of the countries that were dragging it
towards them, patting it on the back, only to use it
for their own purposes””?.

16 U.S. Senator John McCain. Available at: https://russian.rt.com/inotv/2014-03-16/Makkejn-Rossiya---eto-benzokolonka
17 Vladimir Putin’s Big Government and the Politburo 2.0: The Minchenko Consulting report. August 2012. Available at:

https://minchenko.ru/analitika/?curPos=65

18 Svitneva E. Experts: Chernyakhovsky, Shurygin, Delyagin, Ivashov, Vasserman, Korovin — about the “New Putin” and what
we can expect from him. Available at: https://ruskline.ru/opp/2013/2/28/eksperty chernyahovskij shurygin_delyagin_ivashov_vasser-
man_korovin_o_novom_putine i_o _tom_ chto nam ot nego ozhidat/

19 For example:

v' November 28, 2013, a criminal case was opened against former Russian Defense Minister Alexander Serdyukov on
suspicion of negligence that caused damage in the amount of 56 million rubles;
v November 14, 2016, for the first time in the history of Russia, acting Minister of Economic Development A. Ulyukayev

was detained (for a bribe of 2 million USD);

v Governors V. Yurchenko (Novosibirsk Region, 2014), A. Khoroshavin (Sakhalin, 2015), N. Denin (Bryansk Region, 2015),
V. Gaizer (Komi, 2015), N. Belykh (Kirov Region, 2016), A. Solovyov (Udmurtia, 2017) and many others were arrested as well.

2 Delyagin M. (source: Nakanune.Ru. March 4, 2013. Available at: https://www.nakanune.ru/articles/17523/).

2l “Direct line” with Vladimir Putin on December 19, 2024. Available at: http://www.kremlin.ru/events/president/news/75909
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“Revolutionary” Words of the Russian President on November 7, 2024

In a sense, the President’s announcement of the
beginning of the SMO became part of the
evolutionary process of elites renewal, since after
that many representatives of the country’s political,
economic, and cultural elites, most closely
associated with the West, simply fled, and in Russia
(for objective reasons dictated by the war with the
West) conditions began to be actively created in
which there is simply no place for those elites who
openly sympathize with the West or are associated
with it.

What has changed since the beginning of the
SMO?

First, the SMO launched an active phase of a
global process of the world’s transition from a
unipolar to a multipolar form of existence, a struggle
of many countries to overcome the colonialist
hegemony of the United States. Thus, the struggle
for strengthening national sovereignty has ceased to
be the goal of Vladimir Putin alone and only within
Russia; it has begun to acquire a global character (as
evidenced, for example, by the dynamic expansion of
the BRICS association)?.

Second, under the pressure of external threats
to national security from the Collective West, the
President’s ability to make any compromises with
the domestic liberal-minded elites has actually
“been reduced to zero”. Every flaw, or even outright
sabotage, on the part of the managerial elites in the
implementation of the instructions of the head of
state in the conditions of the SMO acquires the
character of a direct internal threat to the existence
of Russian statehood, which is as important in its
consequences as an external threat.

“The beginning of the SMO, which exposed the
real facts and revealed a monstrous accumulation
of lies in all reports that presented joyful pictures
of what was going on to the top of the government,
clearly showed the scale of betrayal by individual
representatives of the bureaucratic, cultural, media
and business elite... Many of those who left were
hiding behind an anti-war position, although in fact
they were fleeing from the criminal cases brought
against them. As it turned out, while “honestly”
working in Russia, they all always believed that
their place was not here, among the former soviets,
but there —in the civilized countries of the golden
billion...”%.

“Today, the task of purging the elite from
representatives of the fifth column at all levels of
government (who hate the president and despise
the patriotic upsurge in society) is facing the
presidentin full growth. In fact, today it is almost the
main striking force fighting against us!... to ensure
genuine sovereignty, at least three interrelated
conditions must be fulfilled: 1) renewal/purge of
the elite, 2) change of the economic model, and
3) ideological mobilization. Recent decisions by
the president show that he understands this need
very well”’24,

This was clearly demonstrated by such episodes
as, for example, the retreat of Russian troops from
Kharkov and the Kherson Region in September —
November 2022, the mutiny of the Wagner PMC in
June 2023, and the invasion of the Ukrainian Armed
Forces in the Kursk Region in August 2024...

22 The proposal to launch the BRICS expansion process was received from China in May 2022. By August 2023, about 20
countries had applied to join the organization. Currently, about 30 countries have submitted applications.
2 Batchikov S. When the bridges have been burned. Available at: https://zavtra.ru/blogs/kogda_mosti_sozhzheni?ysclid=

m4s3fh3p6b44886535
4 Jbidem.
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Thus, after the start of the SM O, the process of It was at this time (and after Vladimir Putin’s
renewal of the elites did not begin, but only inauguration on May 7, 2024) that the following
intensified. Especially after Vladimir Putin practical tools for the renewal of the elites emerged:

received unconditional public support on March 1. The “Time of Heroes” program, which

17, 2024 and began his fifth presidential term Vladimir Putin first announced on February 29,
until 2030. 2024 in his Address to the Federal Assembly of
the Russian Federation® and the participants

of which already occupy senior positions in the

According to the Central Election Commission administration system?2.

of the Russian Federation, on March 17, 2024, the

number of voters who took part in the presidential
“We shouldn’t expect that the former

participants of the SMO will easily and quickly turn
into new elitists and, as such, completely replace the

election amounted to 87.58 million people, of
which almost 77 million (87%) voted for Vladimir

S former discredited “elite”. Successful military

Compared to the previous presidential election service is not at all a guarantee of equally successful

held on March 18, 2018, the number of those who
voted for Vladimir Putin increased by 14 million
(from 74 to 88 million).

Compared to Vladimir Putin’s first presidential

election (March 23, 2000), it almost doubled, by 37

fulfillment of relevant tasks in other fields of activity.
But it is important that, having taken leading
positions in the country, the former participants of
the SMO can become a kind of “patriotic filter” that
will strictly filter out everything that runs counter

to the interests and needs of our Motherland and

million people (from 40 to 76 million). its future””

3 Presidential Address to the Federal Assembly of the Russian Federation on February 29, 2024. Available at: http://www.
kremlin.ru/events/president/news/73585

% Some participants of the “Time of Heroes” program who have already been appointed to senior positions in the
administration system:

September 8 — Roman Kulakov became a deputy of the Legislative Assembly of Sevastopol.

September 14 — Artur Orlov was appointed head of “Dvishenie pervykh” youth movement.

September 17 — Alexey Kondratiev became a senator of the Russian Federation.

September 18 — Vladimir Saibel became Deputy Head of the Social Development Department of Russian Railways.

September 20 — Alexander Surazov became Head of the Committee on Physical Culture and Sports of the Altai Republic.

September 20 — Konstantin Yashin became Head of “Samara” Research and Production Center for Unmanned Aircraft
Systems.

September 23 — Igor Yurgin was appointed Acting Minister of Youth Affairs and Social Communications of the Republic of
Sakha (Yakutia).

September 23 — Zaur Gurtsiev became First Deputy Head of Stavropol.

September 25 — Evgeny Chintsov became Head of the Nizhny Novgorod City Duma.

October 2 — Artyom Zhoga was appointed Plenipotentiary Representative of the President of the Russian Federation in the
Ural Federal District.

November 4 — Evgeny Pervyshov was appointed acting head of the Tambov Region.

November 5 — Maria Kostyuk (head of the “Time of Heroes” program) was appointed Acting Governor of the Jewish
Autonomous Region.

December 2 — Pavel Yakushev was appointed Advisor to the Deputy General Director of ROSATOM State Corporation.

December 3 — Nikolai Korolev became member of the Government of Saint Petersburg.

December 11 — Kirill Losunchukov assumed the position of Deputy Minister of Investment, Industry and Science of the
Moscow Region.

77 Filatova V. The end of the era of “golden toilets”: will front-line soldiers be able to replace oligarchs in government positions
(opinion of A. Rozhnov, Doctor of Sciences (Law) at the Financial University under the Government of the Russian Federation).
Available at: https://vm.ru/politics/1123591-konec-epohi-zolotyh-unitazov-cmogut-li-frontoviki-zamenit-oligarhov-na-
gosudarstvennyh-postah
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Moreover, we should note that on December 14,
2024, at a meeting of the 22nd Congress of the
United Russia Party, it was decided to include a
significant number of SMO participants in the
supreme and general councils of the party, and the
RF President proposed to launch programs similar
to the Time of Heroes program in the regions of the
Russian Federation. Some experts drew attention
to the fact that it is “United Russia that has the
strategic task ... to form a new managerial and indeed
any other elite from those who participated in the
SMO”%,

2. A number of personnel decisions made by the
President in relation to the leadership positions of the

“power block” are also among the practical tools for
the renewal of the elites. First of all, this concerns

the appointment of Andrei Belousov as Minister of
Defense of the Russian Federation, whom experts
call not just “the person closest to the president,
in charge of industrial strategy and economic

“The conversation about the “new elite”
becomes especially relevant in the perspective of
life after the end of the Russian-Ukrainian conflict.
It is very difficult to talk about deadlines and also
about what kind of end it will be (for example,
whether there will be a peace treaty, what
compromises the parties will make). It is important
that when this happens, the SMO participants will be
integrated into more than just leadership renewal
programs. They will inevitably find themselves
involved in domestic political processes, both as
candidates for governor and mayor, and as deputies
at various levels”?.

strategy”, but “an outstanding intellectual, patriot
and, of course, devoted to the idea of a strong,
powerful state”3. State Duma deputy M. Delyagin
noted: “There are probably no more economists left
in power, except Andrei Belousov”3!.

“The updated General Council of the United Russia party includes two dozen SMO participants, four of

them are participants in the first stream of the presidential program “Time of Heroes” ... The Supreme

Council of United Russia includes 9 SMO participants, among which there are 6 participants of the ‘Time of

Heroes’ program’’,

“The guys who fought at the front proved their worth in battle. | am sure that they will not let us down in

the future, they will fight for the result and achieve it...

. In this regard, | propose and consider it necessary to

expand the federal project ‘Time of Heroes’: to launch similar programs in the regions, as has already been

done in the Stavropol Territory, the Belgorod, Voronezh, Ryazan, Samara, Tula regions and in the Khanty-Mansi

Autonomous Area. | ask the party to actively engage in this work. I’'m counting on you very much that it won’t

be formal: you need to work, look for people, and help them organize their training”3.

2 D. Garmonenko At the 22nd Congress, United Russia established its monopoly. Available at: https://www.ng.ru/
politics/2024-12-15/3_9156_er.html?ysclid=m4v095j3gr567466809

2 About the new elite and SMO participants. Available at: https://www.ng.ru/editorial/2024-12-10/2_9153_red.
html?PREVIEW_SECRET_KEY=d749b7432669ec97b204f339fe30db9a&ysclid=m4qgso 1 pafc408303892

3 Dugin on Belousov’s appointment: “This grandiose decision fundamentally changes everything”. Available at: https://

dzen.ru/a/ZkES83HyQ2AoRExHs

31 Delyagin M. The change of the Minister of Defense is a reaction to people’s indignation. Available at: https://www.business-

gazeta.ru/article/633476

32 Ivanov A. The 22nd Congress of United Russia: SMO participants are included in the governing bodies of the party
in power. Available at: https://zavtra.ru/events/xxii_s_ezd_edinoj_rossii_uchastniki_svo vklyucheni_v_sostav_rukovodyashih

organov_partii?ysclid=m4ths4tziw610909503

3 Vladimir Putin’s speech at the 22nd Congress of the United Russia All-Russian Political Party on December 14, 2024.
Available at: http://www.kremlin.ru/events/president/news/75881
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May 14,2024 —according to the Presidential
Decree34, First Deputy Chair of the Government
of the Russian Federation A.R. Belousov was
appointed Minister of Defense of the Russian
Federation.

May 14, 2024 - according to the
Presidential Decree, General of the Army
A.V. Bortnikov was reassigned to the post of
Director of the FSB, he has held this post since
May 12, 2008.

October 14, 2024 - Vladimir Putin signed
a law?$, according to which the head of state
can extend the term of office for the chair of
the Investigative Committee of the Russian
Federation, who has reached the age limit,
for a year?’.

October 28,2024 - the President extended
the term of service of A.l. Bastrykin until
August 27, 2025%. The Investigative Committee
became an independent agency on January
15, 2011. It was created on the basis of the
Investigative Committee under the Prose-
cutor’s Office of Russia, and A.l. Bastrykin was
its head from the very beginning.

December 20, 2024 - on the recom-
mendation of the President of the Russian
Federation, I.V. Krasnov was reassigned
to the post of Prosecutor General.

We emphasize that it is with the help of these
people that the “cleansing” of today’s elites is going
on. Some of these examples are presented in
Insert 1, but, as experts note, “it makes no sense to
list by name all those arrested (there are already 20
generals who took bribes), the number of criminal
cases launched, as well as those who quickly and
quietly fled abroad. Everyone knows their names
and amounts of the stolen goods. These are former
deputy prime ministers, ministers, heads of state
corporations, MPs, and celebrities”...*

By collecting information, and then launching
more and more criminal cases against “the high
and the mighty” on a daily basis, the “power block”
is clearing the way for the arrival of new elites who
are being trained within the “Time of Heroes”
program. Thus, it is a two-way process.

“Employees of the Investigative Committee (IC)
opened 497 criminal cases on crimes in the field of
the military-industrial complex (MIC) and the state
defense order for eight months of 2024. Last year,
during the same period, the Investigative Committee
initiated 357 criminal cases of the same nature”*.
That is, this indicator has increased by 39%.

3 About the Minister of Defense of the Russian Federation: Presidential Decree 383, dated May 14, 2024.
35 About the Director of the Federal Security Service of the Russian Federation: Presidential Decree 386, dated May 14,

2024.

% On Amendments to Article 30 of the Federal Law “On the Investigative Committee of the Russian Federation”: Federal

Law 348, dated October 14, 2024.

37 Previously, the age limit for service in the Investigative Committee was 65 years, while by decision of the heads of the

investigative bodies, this period could be extended to 70 years. On August 27, 2024, A.I. Bastrykin turned 71.

¥ On extending the term of federal public service: Presidential Resolution 348, dated October 28, 2024.
¥ Batchikov S. When the bridges have been burned. Available at: https://zavtra.ru/blogs/kogda_mosti_sozhzheni?ysclid=m4s3f-

h3p6b44886535

4 The Investigative Committee has initiated almost 500 cases of crimes in the field of defense industry and state defense
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3. October 31, 2024, the Constitutional Court
of the Russian Federation decided to lift the statute
of limitations on the real estate acquired through

corrupt proceeds. According to lawyers, this gives

the right to legally confiscate large assets acquired in
the 1990s. Moreover, the important point is that “in

The Constitutional Court of the Russian
Federation has decided that there is no statute of
limitations for the return to the state of the
property that was previously acquired through
corrupt proceeds.

Voronin V. (lawyer, managing partner of
Altavista Law Firm):“The running of the statute of
limitations will now change significantly. They will
be calculated not from the moment they are
committed, but when they are revealed by the
competent authorities. Thus, in fact, the statute of
limitations for foreclosure on such property has been
annulled.... This gives us the right to assume the
beginning of de-privatization, that is, the legalized
confiscation of large assets acquired in the 1990s
and their transfer to state revenue”.

Rosenblat E. (head of the complex litigation
practice, lawyer at the Moscow Bar Association
Aronov & Partners): “Former officials cannot hide
behind the expiration of the statute of limitations
in order to preserve illegally acquired property”+.

order to confiscate wealth, there is no need to prove
corruption itself, the very fact that there is wealth is
enough... if an official did not privatize in the 1990s,
but was rapidly getting rich, then their wealth can be
confiscated even today”¥’.

According to a number of experts, this decision
is, perhaps, the most important and useful since the
formation of the Constitutional Court®. In fact, it
sets a precedent for the legitimate implementation
of another very important area of activity within
the framework of the elite renewal process,
namely...

“October 31, the Constitutional Court of Russia
made perhaps the most important and useful
decision since its formation - it announced the
abolition of the statute of limitations on corruption
cases, along with the confiscation of property
in favor of the state. High-ranking thieves who
acquired their fortune back in the 1990s will no
longer sleep peacefully - now the competent
authorities can come for them. And future corrupt
officials have been given a kind of ‘black mark’ —a
signal has been sent that there will be no mercy
in either 10 or 100 years” 4.

46 Trifonova E. The Constitutional Court has set specific historical conditions for private property. Available at: https://www.
ng.ru/politics/2024-10-31/3_9127_court.html?ysclid=m4chaykpzj908507909

47 Kulikov V., Svinova E. The abolition of the statute of limitations for corrupt officials by the Constitutional Court will not
change the results of privatization. Available at: https://rg.ru/2024/11/01/otkuda-dengi.html (opinion of M. Spiridonova, member
of the Russian Bar Association, managing partner of Leges Bureau).

4 Tbidem.

4 Corrupt officials were given a “black mark”: There is no more statute of limitations in cases of robbery in Russia. Available
at: https://tsargrad.tv/investigations/korrupcioneram-vydali-chjornuju-metku-po-delam-o-grabezhe-rossii-bolshe-net-srokov-

davnosti_1079834?ysclid=m4s3mkihby644009635
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4. Return of privately owned enterprises to the

State. According to experts, the “process of ‘mild’
nationalization began back in February 2022, but only
two years after the SMO did the authorities decide
on tougher measures...”>, what was signaled by the

Presidential Decree on the transfer of the Ulyanovsk
Machine Tool Plant to state ownership’'.

“Since the beginning of 2022, the Prosecutor
General’s Office has been conducting about
50 cases related to large businesses. That is,
almost all of them are connected with strategic
enterprises that should become state-owned....

Three plants in Chelyabinsk (Kuznetsk Ferro-
alloys, Serovsky Ferroalloy Plant and Chelyabinsk
Electrometallurgical Combine JSC) should return
to state ownership... the enterprises were sold
for an old song back in 1995. The controlling stake
belonged to the oligarch Yuri Antipov, and the
value of all securities is estimated at 168 billion
rubles as of 2022.

The de-privatzaion of business in Chelyabinsk
was carried out very quickly. All it took was to file
a lawsuit. In early February 2024, the Arbitration
Court seized all the property....”>

Thus, according to some analysts, “things are
coming true in Russia that have seemed impossible
since the time of Yeltsin. The words about the
revision of the results of privatization migrated from
posters to resolutions of the Prosecutor General’s

Office and news agency reports... Factories are
becoming national property, and their former
owners can no longer solve anything with suitcases
full of money in offices of top officials”33.

According to the Prosecutor General of the
Russian Federation I. Krasnov, “since 2022, more than
100 enterprises, whose assets are estimated at 1.3
trillion rubles, have been returned to state
ownership in Russia through court action”*.

Thus, elements of the elites renewal process
were emerging before the Valdai Forum in 2024.
However, while the whole world is going through a
transitional period of formation change (from a
unipolar to a multipolar form of existence) and
while the outcome of this period largely depends
on the strength of weapons, we cannot say with
confidence that patriotic forces in Russia “prevailed
over the liberal” (and “precisely for this reason”,
as some experts note, “Putin cannot get rid of the
liberals” who are closely associated with the West>).
So far, SMO goals have not been achieved; while
the whole world is in an active stage of civilizational
conflict, accompanied by the build-up of military
potential, the preparation of countries for World
War II1, and the growing threat of the use of nuclear
weapons, a lot depends on the situation “on the
battlefield”.

First of all, the key question that quite rightly
worries many experts is how the quality of our
civilization will change in the next 50—70 years.

3 Trishin M. The great nationalization has begun. Which defense enterprises have already been returned to the state? Available
at: https://dzen.ru/a/ZdhSQvPOARfIdZ-M?ysclid=m4mle 1kOhb652869732

31 On amendments to the list of movable and immovable property, securities, shares in the authorized (pooled) capitals of
Russian legal entities and property rights in respect of which temporary management is introduced, approved by Presidential
Decree 302, dated April 25, 2023: Presidential Decree 133, dated February 19, 2024.

32 Trishin M. The great nationalization has begun. Which defense enterprises have already been returned to the state? Available
at: https://dzen.ru/a/ZdhSQvPOARfIdZ-M?ysclid=m4mle 1kOhb652869732

3 Revnivtsev A. Russians have been waiting for this for 30 years: The state is taking away factories from the oligarchs. Available
at: https://tsargrad.tv/articles/russkie-zhdali-jetogo-30-let-gosudarstvo-zabiraet-u-oligarhov-i-zavody 963670

3 More than 100 enterprises have been nationalized in Russia since 2022. Available at: https://finance.rambler.ru/
business/52889621-v-rossii-s-2022-goda-bylo-natsionalizirovano-bolee- 100-predpriyatiy/

3 Delyagin M. Why Putin can’t get rid of the liberals. Available at: https://deita.ru/article/479377
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The facts shown in Insert 2 largely confirm the
“After the end of the hot phase of the Russian-

o i ) o experts’ confidence that the elements of the elites
Ukrainian conflict, major countries will gather and

, renewal process “will definitely me ith fierc
draw new borders, establish new rules, because no p y meet w ¢

one in the world wants to constantly fight, there will
be a ‘new Yalta conference’”’*".

“The Ukrainian conflict will launch a series of
political processes that are likely to change the

desperate resistance”®.

The head of state and the Government of the
Russian Federation continue to actively implement
concrete steps and make specific management

quality of our civilization for the next 50-70 (e isions that create conditions for a comprehensive

years...”’s? .
process of personnel changes in all key areas of

life in accordance with the new conditions that

In addition, we must not forget that more than .
’ g have come after February 2022: in the economy,

30 f th t of th 11 f th . . .
years, trom the moment o the collapse ot the education, and national defense capability

Soviet Union to the moment when Vladimir Putin
(Insert 3).

announced the start of the special military operation

(that is, from 1991 to 2022, during which the
O. Matveychev (State Duma Deputy, Deputy

new post-Soviet Russia was in a state of “covert
intervention”), could not pass without a trace.
According to experts, “... the enemy miscalculated
plans to orchestrate an Orange revolution for us,

Chair of the Committee on Information Policy): “As
aresult of amendments to the Constitution, some of
the president’s powers were transferred to the
State Duma. The idea was for ministers to be more

attuned to working with the Duma and to become
accustomed to the practice of public reporting.
Ministers and deputy prime ministers should

but they left a powerful fifth column in our rear”®,

“There are at least 38,000 unfinished const-
ruction projects in the defense industry. That’s
trillions of rubles. The question is, where is the
money? After all, it was allocated from the state

understand that if society does not like their work,
it can seriously complicate their future careers.
Therefore, the deputies of the State Duma regularly

budget, relevant officials were accountable to the meet with government officials, the leaders of the

President... Any ministry is rotten by now, not
just the Ministry of Defense. An audit is needed
everywhere... and it has been started everywhere’’>.

factions meet with the Prime Minister.”

“In the old days, many ministers... worked for
the sake of reporting, in order to show their work
to the president... if we see unpopular ministers
whose work raises questions, they will immediately

This is clearly d trated i b f
15 15 clearly demhonstrated n a humber o be attacked by opposition factions. This will already

specific episodes of behavior and activities of be a signal to the ministers that the ruling party can
individual representatives of the elites in the tell them “no’s".

economy, politics, culture... (Insert 2).

% Aslamova D. Armenians are told that Russians are “white Turks”. Opinion of T. Kocharyan (media expert, editor-in-chief
of Alpha News). Available at: https://www.pravda.ru/world/1918773-armeniya/

57 Vinnik D. A thousand days of my war. Available at: https://zavtra.ru/blogs/zapiski_politrabotnika_tisyacha dnej moej_vojni?ys-
clid=m50s01et49974933563 (Vinnik D. — Doctor of Sciences (Philosophy), professor at the Financial University under the Government
of the Russian Federation).

% Fenenko A. The world after the SMO. Available at: https://russiancouncil.ru/analytics-and-comments/analytics/mir-
posle-svo/?sphrase_id=152648206&ysclid=m03fqklwaj437058663

% Frolov Yu.A. We live in a unique time of renewal and unique purges. Available at: https://m.ok.ru/video/7918837434995
?2ysclid=m50rvkmj8x111721205

% Popov D. Putin acknowledged the betrayal of the elites: The revolution from above has begun. Available at: https://www.
mk.ru/politics/2024/11/08 /putin-priznal-predatelstvo-elit-nachalas-revolyuciya-sverkhu.html?ysclid=m4mavvlteb25960798

1 A deputy on new powers of the State Duma: “Parliament may reject the candidacy of a minister”. Available at: https://
fedpress.ru/article/3307918
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“Revolutionary” Words of the Russian President on November 7, 2024

Many of these decisions are aimed at the future;
they are changing the living conditions in the country.
For example, the amendments to the Constitution
of the Russian Federation proposed by the President
back in February 20207 today, at the end of 2024
allow the State Duma to actively insist on a law on
testing migrant children in the Russian language,
and the executive branch (represented by the RF
Government) is forced to yield to this pressure.

Nevertheless, the practical implementation of the
decisions taken will largely depend on specific
representatives of the ruling elites, as they say, “on
site”. Therefore, the President continues to draw
the attention of officials to the fact that the result
is important and not the reporting; in particular,
this concerns the implementation of new national
projects, which were presented by Chairman of the

“I would like to emphasize once again that we
should not be guided by bureaucratic logic - we
should lower our benchmarks in order to simplify
our work for ourselves and then report back. We
should not do this, it is unacceptable. Why deceive
ourselves...?

I would like to emphasize once again that it’s
not just about sums and budget discipline, which is
also very important. The main thing is that visible
results follow: new kindergartens and schools,
repaired roads and utility networks, modernized
hospitals and polyclinics, modern production facilities
created from scratch and landfills eliminated,
and so on....

I repeat: it is the opinion of citizens that is of
key importance... | suggest that at the next meeting
of our Council in June we assess the start of the

implementation of national projects, the progress of

RF Government Mikhail Mishustin on December their implementation and the first results”?.

5, 2024 and the first assessment of which is
scheduled to be carried out in June 2025.

December 10, 2024, the State Duma in the first reading unanimously approved a draft law that provides
for mandatory testing of Russian language proficiency among migrant children when they are admitted to
schools. In case of final approval of the draft law, Article 78 of the Law “On education” will be changed.
During the discussions “Chair of the State Duma V. Volodin expressed his strong displeasure with the remarks
received on behalf of the government, even using the expression “putting grit in the bearings”. In addition, he
stated that the deputies’ initiative appeared because the executive branch did not offer anything here. And the
parliament, they say, feels responsible for the government, in particular for not fulfilling the relevant instructions
of the RF President. Therefore, the speaker harshly raised the issue of an early second reading before the
representative of the Cabinet of Ministers in the State Duma and the Plenipotentiary representative of the
President of the Russian Federation, Garri Minkh. However, he gently but bluntly remarked: the concept of the
law is supported, although there are a number of serious comments, so if they can be removed, the presidential
administration will continue to support the initiative, if not, then ‘we will continue to work’. However, Volodin
did not keep silent in response to this, noting to Minkh that it was precisely the ‘leadership of the presidential
administration’ that supports this; and it is what everyone should proceed from’’?°.

4 In particular, the Federation Council and the State Duma have the right to exercise parliamentary control, including
sending parliamentary inquiries to the heads of state and local self-government bodies on issues within the competence of these
bodies and officials (Art. 103.1).

7> Session of the Council for Strategic Development and National Projects on December 5, 2024. Available at: http://www.
kremlin.ru/events/president/news/75762

7 Rodin I. The State Duma insists on adopting the law on the protection of schools from migrant children. Available at:
https://www.ng.ru/politics/2024-12-10/1_9153_migrants.html?ysclid=m50s5801iz301258261
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Such a situation in the public administration
system as a whole can be considered using the
example of individual system-wide problems and
tasks facing the state.

As an example, we can point out the issue of
migration, which, as many experts say, is one of the
“threats to national security”, and which leads (in
addition to other problems) “to a rapid change in
the cultural, linguistic and civilizational unity of
our country”’s,

According to statistics, over the period from
2021 to 2023, the proportion of people with a low
level of education among migrants coming to Russia
did not decrease, which does not fully correlate with
the head of state’s policy on the influx of specialists
with a “high level of intelligence and qualifications”:

v the share of migrants with secondary
and incomplete general education in 2021—-2023
was 31% of the total number of arrivals in Russia
(1 million people);

v" the share of migrants with primary education
or no education at all was 1.8% (62 thousand
people),

v the share of migrants who simply do not
indicate their level of education was 11% (383
thousand people)”.

“...what we definitely need is highly qualified
specialists, and here we absolutely need to
navigate and orient our migration services in such
a way that people with a high level of intelligence
and qualifications come to us for permanent

residence, for work, for residence in general”®.

Statistical data of the Investigative Committee
of the Russian Federation for 8 months of 2024

“Foreigners have committed more than 26,000
crimes, while compared to the same period last
year, there has been a 12% increase in the number
of serious crimes committed by newcomers.

The number of crimes committed by
“illegals” has almost tripled: from 2,880 to
8,059.

The number of criminal assaults by migrant
workers has increased from 5,868 to 9,708.

The number of crimes committed by
newcomers who acquired Russian citizenship
less than ten years ago has increased from 7
to 11 thousand.

This year, migrants have committed 73
extremist acts vs 59 crimes a year earlier®'.

In addition, according to the RF Investigative
Committee, there has been an increase in the
number of crimes committed by foreigners and
“illegals” in Russia, including crimes of an extremist
nature.

In other words, the dynamics of statistical data,
as well as the assessments of many experts, indicate
that “we have not yet developed a meaningful
migration policy”®2. At least, this is how migration
policy was assessed by Vladimir Putin on
June 7, 2024 at the plenary session of the
Saint Petersburg International Economic Forum
(Insert 4).

78 K. Malofeev. Speech at the Eighth Congress of Tsargrad (Moscow, October 24, 2024). The problem of migrants in Russia
has risen to full height: Either we solve it, or it affects us. Available at: https://tsargrad.tv/news/problema-migrantov-v-rossii-
vstala-v-polnyj-rost-ili-my-ejo-reshaem-ili-ona-nas_1073067/nsk?ysclid=m4s50vbtii82949111

7 Number and migration of the population of the Russian Federation in 2023: Statistical collection. Federal State Statistics
Service. Available at: https://rosstat.gov.ru/compendium/document/13283

8 Vladimir Putin’s speech at the 9th Agency for Strategic Initiatives forum “Strong Ideas for a New Age” on February 20,
2024. Available at: http://www.kremlin.ru/events/president/news/73505

81 Ivanov A. ICR reported an almost threefold increase in the number of crimes committed by illegal migrants. Available at:
https://zavtra.ru/events/skr_soobshil o pochti_tryohkratnom_roste chisla_prestuplenij_nelegal nih_migrantov?ysclid=m241

opr9d9277636059

82 Vladimir Putin’s speech at the plenary session of the Saint Petersburg International Economic Forum on June 7, 2024. Available

at: http://www.kremlin.ru/events/president/news/74234
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“Revolutionary” Words of the Russian President on November 7, 2024

Migration policy in Russia, as S. Karaganoyv,
moderator of the discussion with the President,
noted, “is amazingly unrealistic and liberal”?’, or, as
some experts believe, it is “waltzing”. On the one
hand, decisions are being made, and quite actively
(Insert 5).

“When discussing migration issues in Russia, two
positions collide. The first one assumes that the
country faces serious demographic, economic and
social challenges.... The second one is a policy based
on the Russian Orthodox cultural core. The influx
of people of other ethnicities is, of course, blurring
it. Our migration policy, to put it mildly, waltzes
between these alternative approaches”®.

On the other hand, there are still conditions
under which there is active lobbying for the
importation of migrants, and at the highest
level.

Presidential Press Secretary Dmitry Peskov:
“Migrants are a necessity. The fact is that we have
a very tense demographic situation. We live in the
largest country in the world, but our population is
not large... In order for us to develop dynamically,
to implement all development plans, of course, we
need labor force. We welcome them”’®.

For example, back in 2022, Interior Minister
V. Kolokoltsev said that “there are 16 departments
that are interested in migrant labor”®°; and in 2024,
K. Kabanov directly stated that “the ‘subversive’
activities of migration lobbyists represented
mostly by construction oligarchs, ethnoligarchs —
owners of the largest markets, various services,
marketplaces, housing and communal services
dealers and some heads of regions, are going on
quite successfully”®!.

K. Kabanov, Chairman of the National Anti-
Corruption Committee, member of the HRC: “As
soon as Russia started talking about a tougher
migration regulation regime, business reacted
immediately. The lobbyists’ opposition has been
intense. We have literally adopted a number of
laws with great difficulty and with great effort...

‘The Golden Billion’, those of its representatives
who live in Russia, are in favor of migrants. The
elite in Russia has, in fact, already revealed its
cards... They believe that it makes no difference
who will inhabit Russia. We have such people in
power who de facto say the following: ‘We are
at the top, we are part of the golden billion’, and
who is at the bottom makes no difference to us.
Whether there are more Russians or someone else

there, we don’t care”?.

87 Vladimir Putin’s speech at the plenary session of the Saint Petersburg International Economic Forum on June 7, 2024.
Available at: http://www.kremlin.ru/events/president/news/74234

8 Rubnikovich M., Pogodina A. “It would be better if we did not see them”. Will Russia be able to do without migrants? Available
at: https://www.gazeta.ru/social/2024/09/18/19763059.shtml?updated

8 The Kremlin explained why migrants are welcome in Russia. Available at: https://www.rbc.ru/society/22/11/2024,/67402

1a29a794777c6755257

% Gorevoy R. Gaster-roof. Available at: https://versia.ru/rabochej-sile-iz-srednej-azii-pokrovitelstvuyut-16-vedomstv?ysc

lid=m2efacjvfq302434325

1 The “subversive” activities of migration lobbyists in Russia are quite unsuccessful. Available at: https://newdaynews.ru/
authors/831404.html?ysclid=m2ef6nua79393811603 (K. Kabanov — Member of the Presidential Council for Human Rights,

Head of the National Anti-Corruption Committee).

2 The Golden Billion favors migrants. The elite in Russia has revealed its cards: “We are at the top, who is at the bottom
makes no difference to us”. Available at: https://tsargrad.tv/articles/zolotoj-milliard-za-migrantov-jelita-v-rossii-raskryla-karty-

my-verhushka-kto-vnizu-bez-raznicy 1046577
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According to experts, “the lobbyists for the flow
of migrant workers are well known. They represent
the construction business and the housing and
communal services sector... For example, some real
estate objects are built using cheap migrant labor
and then sold for quite a lot of money, as a result,
we are talking about simply off-scale profits. There
are those who profit from this situation, which means
that there will be those who lobby for the preservation
of this state of affairs™®3.

Thus, the time that has come after the beginning
of the SMO requires the public administration
system (in all branches and at all levels) to take
clear, fast and coordinated actions in implementing
a systematic and comprehensive process of elite
renewal, which has actually been going on for a very
long time.

At the same time, quite objectively, realizing
that the historical scale of changes for Russia and
for the whole world, which began in February 2022,
cannot but meet fierce resistance from the West,
which means there is always a risk, the President
expressed only a hope, but not confidence, that
“Russia will never again return to the path it
followed until 20227,

We should note that this is not the first time that
Vladimir Putin has expressed regret over his
untimely and belated adoption of some of the most
important and fateful decisions for the country; this
concerns only the beginning of the SMO (which he
talked about during the “direct line” on December
19, 2024), but also, for example, the reunification

“As for 2014, in hindsight, we’re all smart, of
course, but we assumed that maybe we could come
to an agreement, and Lugansk and Donetsk,
somehow within the framework of the Minsk
agreements, which you probably know about,
would still be able to reunite with Ukraine. We were
sincerely striving for this. But we didn’t fully feel
the mood of the people, it was impossible to fully
understand what was going on there. But now it
has probably become obvious that this reunion
should have happened sooner. Maybe there would
not have been so many casualties among civilians,
there would not have been so many dead children

due to shelling, and so on”%,

of Russia with Donbass (which he talked about on
November 25, 2022 at a meeting with mothers of
military personnel).

However, today, at the end of almost three years
of the special military operation, Vladimir Putin’s
“revolutionary” words that Russia should not return
to the path it followed until 2022 indicate that
the President understands the seriousness of
the situation and the fact that Russia simply has
nowhere to retreat: “To achieve a strategic defeat
of Russia, defeat on the battlefield... is impossible by
definition, it will never happen®... because with the
loss of sovereignty, we lose our statehood... without
sovereignty, Russia cannot exist as an independent
country’s.

% Bregov A. Who makes money on the flow of migrants to Russia. Available at: https://politika.sevastopol.su/news/kto-delaet-
dengi-na-potoke-migrantov-v-rossiju/?ysclid=m4s346d80464929280 (Opinion of A. Zubets, Doctor of Sciences (Economics),
director of the Institute of Socio- Economic Research at the Financial University under the Government of the Russian Federation).

% Vladimir Putin’s meeting with mothers of military personnel on November 25, 2022. Available at: http://www.kremlin.ru/

events/president/news/69935

% Vladimir Putin’s interview to Tucker Carlson on February 9, 2024 Available at: http://www.kremlin.ru/events/president/

news/73411

% “Direct line” with Vladimir Putin on December 19, 2024. Available at: http://www.kremlin.ru/events/president/

transcripts/75909
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And if there is this understanding
Historian and writer S. Pereslegin notes that with the

beginning of the SMO, a “consensus appeared in Russian
understanding, then there must be appro-  society according to which the war should lead to the
priate actions aimed at the renewal of the transformation of the elite”, and there is also a consensus
according to which “one of the risks of war is the absence
of such a transformation”?’.

and if there is a public recognition of this

elites, especially considering that there is a

request for this from society.
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Abstract. Global economy institutions are now acknowledged to be in crisis be they the IMFE, the World
Bank or the WTO. The increasing role of the BRICS as a group aiming for global governance rule setting
marks a substantial shift in our understanding of that system. In the path toward this aim, BRICS countries
clearly moved form an “Voice or Exit” posture to an of “Voice and Exit” and then to the open creation
of an alternative to “Global West” generated economic institutions. By doing so they demonstrated the
accumulation of structural power leading to the creation of the New Development Bank. In turn, this
creation allowed the BRICS countries to strengthen their structural power. The diminishing share of
the “global West” in the world GDP and the growth experienced by “emerging powers” like China and
India has pushed toward obsolescence most of the global economy institutions that were generated in the
past-Second World War and the Cold War. Global economy governance has fallen from “Global West”
hands partly because of these objective changes and partly because of subjective factors like an ill-fated
US policy, a generalization of the practice of unilateral — hence illegal — sanctions, and partly because a
reluctance, and even an open opposition, to reform existing global economy institutions. Countries from
the “Global South” are now looking to BRICS countries and their structural power with an increasing
sympathy.
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Introduction

The challenge BRICS countries are presenting
to “Global West” generated economic institutions
is now becoming more and more acknowledged. In
the wake of the 16th BRICS Summit that has taken
place in Kazan from October 22 to 24, 2024 it is
time to look at this topic generated literature.

It is now widely accepted that institutions of the
global economy, to one degree or another, are in
crisis. At different levels, whether the IMF, the
World Bank or the WTO, these institutions are
finding it increasingly difficult to adapt to a rapidly
changing world and an unstable geopolitical
situation. One of the main reasons for this situation
is the emergence of a large group of countries
which are now questioning the model of global
governance and the balances established at the
end of the Second World War. The emergence of
BRICS, and since January 2024 of BRICS+, is the
cumulative result of a long history of dissatisfaction
with the functioning of these institutions of the
global economy. The Kazan 2024 summit, the 16th
BRICS summit, has showed the increasing leverage
of this organization. Could BRICS+ develop new
institutions capable of challenging or replacing
global institutions emerging from the Bretton Woods
framework? This is an important question arising
from the growing importance of BRICS.

The growing role of BRICS as a group aiming to
establish rules for regional and even global
governance marks a substantial shift in our
understanding of the international system (Duggan
et al., 2021). Two clearly divergent attitudes have
existed. The first has seen the BRICS+ working
towards a redistribution of power within global
governance but without major changes to the rules
of the game. In this scenario the BRICS were
mostly supporting Western values and norms,
but tried to exercise a growing influence in their
implementation. This attitude lost its appeal by
the end of the 2010’s. The second attitude has seen
BRICS and BRICS+ clearly questioning Western
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values and norms and trying to make their own set
of values and norms to dominate at least at a
regional level, but now more and more at a global
level. The transition from the first to the second
attitude has been the determining fact of the recent
years, at least since the COVID-19 crisis.

For more than ten years there has been a debate
in the academic world which focuses either on the
role of BRICS+ in the transformation of the
hierarchy of the world order but in a logic where
these countries play the established game, or which
focuses on the national sources of formation of
the preferences of the nations which form BRICS,
which implies an analysis of the position of the
different States in this global game and their
possibility of modifying its content and its form.
This paper will use two theoretical notions, Susan
Strange’s structural power and Alfred Hirschman
“yoice or exit” to envision the power of BRICS+
countries to “change the rules of the game”. It will
specifically examine how the BRICS-created New
Development Bank (NBD), till 2024 the BRICS’
main attempt at institutional strengthening,
could challenge, or complement, existing global
institutions, as a case study.

The paper will be organized as follow. In a first
part, we will examine the crisis — latent or open —
of international economic institutions (IMF, World
Bank and WTO), and in a second part, we will
examine the rise to power of the BRICS and their
transformation into BRICS+. In a third part we
will then mobilize the theories of structural power
of Susan Strange and the articulation between the
logics of “voice” and “exit” (or defection) of Alfred
Hirschman, and will focus on their relevance to
our subject. Finally, the fourth part will examine
how the creation of the NBD constitutes both an
application of the logic of “exit” and can also be
analyzed in terms of structural power, and how this
NBD is different, and can represents an alternative
to existing international financial institutions.
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The institutions of the global economy in crisis

The institutions supposed to govern the world
economy, some of which emerged from Bretton
Woods like the IMF and the World Bank, or from
American hegemony such as the WTO, have
gone through a prolonged period of crisis and
inconsistency (Sinclair, 2012). They failed the
promise of a good governance of the global economy
for all (Mearsheimer, 1995).

The crisis of international economic
organizations began more than 25 years ago, when
the IMF proved incapable of stopping the Korean
and then Asian crisis of 1997 (Wade, 1998). The
rejection by the United States of the Japanese
proposal to create an “Asian Monetary Fund” was
not accompanied by a strengthening of the IMF’s
capacity for action. If this failure demonstrated at
the time the weakness of non-American institutional
capacities, it also showed that dissatisfaction with
the “Western-centric” functioning of the IMF
was significant (Lipscy, 2003; Narine, 2003). The
renewed inability of the IMF to prevent the rapid
spread of the 2008 crisis (the so-called “subprime”
crisis (Bibow, 2010; Conway, 2006)) confirmed the
crisis of governance in the global financial world
(Boughton, 2006; Dreher, Vaubel, 2004).

This crisis is paradoxically coupled with a latent
crisis of the dollar, resulting from the very political
implementation of US measures, such as the
Foreign Corrupt Practices Act' and the Foreign
Account Tax Compliance Act? and from the decision
of the American authorities to consider that any
use of the dollar would automatically bring foreign
companies under American law. This was severely
restricting the notion that the US Dollar was a kind
on “common goods” that could be used by anyone
to trade or invest. As the US Dollar was the main
instrument IMF used these measures had direct
an impact on the credibility of the IME. A French

' https://www.justice.gov/criminal/criminal-fraud/
foreign-corrupt-practices-act

2 https://home.treasury.gov/policy-issues/tax-policy/
foreign-account-tax-compliance-act
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parliamentary report written in 2016° shows that the
main problem comes from the fact that transactions
must necessarily go through an American bank to
“purchase” dollars, thus falling under American
law. These measures have therefore accelerated the
phenomenon of crisis in international governance
institutions. But this crisis was also indirectly
affected by the politization of the “big three” rating
agencies and by the fact that powers belonging to
what can be called the “Global West” had opposed
to really open the door to emerging countries like
China and India (Kuznetsov, 2022). Countries of
the “Global West” have tried to maximise what can
be called a “financial rent”, sometimes coupled
to what amounts to a “technological rent”*. This
was raising the issue of the international financial
institutions reformability with a direct impact on the
global economic governance (Larionova, Kirton,
2018; Larionova, Shelepov, 2022). The fact that
the expansion of the eurozone economy is now fast
declining and the weakening of the competitive
advantages of European union has led to a weak
position of the Euro in the International Monetary
System (Polivach, 2020; Shchegoleva, Malsagova;
2020), concentrating all the problems on the US
Dollar and its governance.

The IMF was clearly the most exposed to
criticism institution (Syed, Sukar, 2018; Hackler et
al., 2020). It is well known that structural adjustment
policies have aroused much anger and discontent
in many countries (Bussmann, Schneider, 2007;
Hartzell et al., 2010). This started in the 1980s
(Walton, Ragin, 1990; Walton, Seddon, 1994) and has
continued unabated until today. The IMF’s policies

3 http://www.assemblee-nationale.fr/14/rap-info/i4082.
asp. A more recent report from the French National Assembly
is also available: Rétablir la souveraineté de la France et de
I’Europe et protéger nos entreprises des lois et mesures a portée
extraterritoriale, Paris, Assemblée Nationale, 26 juin 2019.
Available at: https://www.vie-publique.fr/sites/default/files/
rapport/pdf/194000532.pdf

4 Transformation of the global economy: Opportunities
and risks for Russia. Report. Published July 2024. Available
at: https://ecfor.ru/publication/transformatsiya-mirovoi-
ekonomiki/
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reflect a substantial rhetorical and political continuity
with neoliberalism (Weisbrot et al., 2009b), even if
one can note — but mainly for European countries
— pronounced discontinuities in these two areas
(Grabel, 2003). But the IMF is struggling today
to maintain its capacity to implement structural
adjustment policies and to remain the benchmark in
many countries (Grabel, 2011).

The question of a possible reform of the IMF
has become central since the subprime crisis
(Weisbrot, Johnson, 2009) and the rise to power of
emerging countries, including China but also India.
However, attempts to reform this institution have
remained limited (Weisbrot et al., 2009a). The end
result is that, in the “Global South”, the legitimacy
of the IMF has been significantly eroded and the
demand for an alternative organization has become
increasingly evident. It is true that analysts have
long suspected that politics plays a large part
in the International Monetary Fund’s lending
operations (Bird, 1996; Thacker, 1999) and that
that organization could be largely influenced by the
U.S. Treasury (Sapir, 2000a). This hypothesis has
certainly not been sufficiently specified, but it would
be largely consistent with the notion of “hegemony”
(Cohen, 1986; Keohane, 1984; Schoultz, 1982).
Clearly, political alignment with the United
States, the IMF’s largest shareholder, increases a
country’s likelihood of receiving an IMF loan’, or
of benefiting from more favorable conditionality
clauses (Sapir, 2000a). One would have thought that
the end of the Cold War would have brought about
a change on this point (Killick, 1995). This was
not the case and it would be a mistake to think that
the IMF would have become less politicized since
the end of the Cold War. In fact, work suggests that
political influence has actually increased since 1990
(Soo, Russett, 1996). The behavior of multilateral

5 Rowlands D. (1995). Political and Economic Deter-
minants of IMF Conditional Credit Arrangements: 1973—
1989” (Manuscript, Norman Paterson School of International
Affairs, Carleton University, Ottawa, Ont.)
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organizations always remains determined by the
political interests of their most powerful member
states.

China has attempted to increase its influence
within the IMF (Ferdinand, Wang, 2013) and has
been, to some extent, successful in doing so. A good
example of such collaboration is the entry of the
Renminbi (RMB) into the Special Drawing Rights
basket in 2016°. Much like the United States and
other developed Western economies, China has
also made decisions regarding its collaboration
with international financial institutions (IFIs)
based on its own interests and objectives regarding
key economic and political issues, with a long-
term project of internationalization of its currency
(Cohen, 2012). In fact, when China’s interests
and objectives converge with those of the IME its
collaboration with the IMF tends to produce an
outcome that meets China’s needs. However, if
China and the IMF have divergent interests and
objectives, the result of their collaboration, or
more precisely their non-collaboration, can prove
significantly destabilizing (Kent, 2007). China’s
relationship with the IMF in reality depends
heavily on its relationship with the United States
(Foot, Walter, 2011). Since Obama’s second term
and Trump’s presidency, the deterioration of
these relations has made relations with the IMF
increasingly problematic. This trend has continued
under Biden’s presidency’ (Kim, 2023). Yet the
IMF remains responsible for regulating, for better or
worse, global finances and debts. Despite the strong
discontent it has aroused, no new institution has so
far emerged to challenge its domination. However,
this could change with the creation of the New
Development Bank.

¢ Donnah S., Anderlini J. IMF poised to admit China’s
renminbi in elite currency basket. Available at: http://
www.ft.com/intl/cms/s/0/fd81211a-96a9-11e5-9228-
87e603d47bdc.html#axzz48GqVm2L2.

7 Li M., Hernandez B. US-China relations in the Biden
Era: A timeline. Available at: https://www.china-briefing.com/
news/us-china-relations-in-the-biden-era-a-timeline/
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The World Bank has also faced deep criticism
since the 1990s?® (Bello, Guttal, 2005; Girdwood,
2007; Rappleye, Leang, 2018; McCormack, 2018).
Disenchantment with the policies of the World
Bank is not new (Collier, 1997; Easterly, 2002), nor
are calls for a reform of this institution (Mosley et
al., 1995). Its alignment with American policy was
one of the points that many critics noted (Andersen
et al., 2006; Clark, Dolan, 2021).

For most of the post-war period, the Bank
enjoyed a near-monopoly in two areas: financing
and knowledge of development problems and
processes. Although the World Bank retains
its importance in development knowledge, the
development finance sector has become more
competitive thanks to the creation of a series of
new institutions by emerging countries (Giiven,
2017). The risk that the World Bank will become
just another aid agency run by rich countries to
help poorer countries has been clearly identified
(Birdsall, Subramanian, 2007; Birdsall, Scott,
2016). Some national state-owned giants, such as
the China Development Bank and China Exim
Bank (Kopinski, Qian, 2014), have reportedly (at
least in some years) provided more loans to Africa
than the World Bank. This situation obviously raises
embarrassing questions.

The COVID-19 crisis, which is now seen as one
of the clearest wake-up calls for the survival of
multilateralism, has only added to pressure’; rich
countries channeling their resources and attention
inward rather than displaying a particular desire to
fight the pandemic outside their borders'. In fact,
the World Bank is struggling to find a response to
the questioning of its legitimacy and the crisis of

8 Woods N. (2003). Unelected governments: Making the
IMF and World Bank more accountable. Available at: https://
www.brookings.edu/articles/unelected-government-making-
the-imf-and-the-world-bank-more-accountable/; Why the
World Bank must do better at Doing Business. Available at:
http://www.ituc-csi.org/why-the-world-bank-must-do-
better?lang=en/

% https://www.bloomberg.com/news/videos/2020-05-21/
reinhart-says-covid-19-is-the-last-nail-in-the-coffin-of-glob
alization-video

10" Guterres A. (2020). Global wake-up call. Available at:
https://www.un.org/en/coronavirus/global-wake-call

Economic and Social Changes: Facts, Trends, Forecast

Volume 17, Issue 6, 2024

irrelevance that have haunted it for years. Clearly,
the BRICS New Development Bank (NDB) could
be one of the possible players to challenge the
supremacy of the World Bank (Kanbur, 2017).
Then, there is also the WTO which has reached
the end of its potential as we saw with the failure of
the “Doha Round” (Stephen, 2019). At the time of
its establishment in 1995!", two of the main
functions of the World Trade Organization were
to “provide a forum for negotiations among its
members regarding their multilateral trading
relations”'? and to “manage the Understanding on
Rules and Regulations and procedures governing
the settlement of disputes”!®. The latter function was
carried out by the Dispute Settlement Body (DSB),
described as the “crown jewel” and “central pillar of
the multilateral trading system”'* (Creamer, 2019).
But very quickly, the so-called “developing” or
“emerging” countries increasingly had the feeling
that they were the losers of the Uruguay Round, that
they had obtained a bad agreement and that they
had to give much for a deceptive reward. For
example, they quickly realized that the agreement
on agriculture and the agreement on textiles and
clothing were far from giving them access to the
market of developed countries, which was in
fact one of the reasons why they joined the WTO
(Jones, 2009). The attempt to launch the “Doha
Round” therefore ended in a resounding failure.
Overall, the negotiations were so divisive and
unsuccessful that it is now common to speak of
the “death of the Doha Round”. In response,
more and more states have turned to bilateral
and regional economic partnerships. The recent
conclusion of such agreements, also called “new

11" On replacement of the GATT by the WTO, see Sapir J.
(2022). Le Protectionnisme. Paris: PUF, Coll. Que-Sais-Je.

12 WTO, Marrakesh Agreement Establishing the World
Trade Organization, 15 April 1994, 1867 UNTS 154, Arts.
I11.2 and I11.3

3 WTO, Understanding on Rules and Procedures
Governing the Settlement of Disputes, Marrakesh Agreement
Establishing the World Trade Organization, Annex 1C, 33 ILM
1197, 15 April 1994

4 Payosova G., Hufbauer C., Schott J.J. (2018). The
Dispute Settlement Crisis in the World Trade Organization:
Causes and Cures. Policy Brief, 18-5.
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generation agreements”, such as the Trans-Pacific
Partnership Agreement or the ill-fated CETA or
Comprehensive Economic and Trade Agreement
between the European Union and Canada, as well
as the long-lasting negotiations on The Regional
Comprehensive Economic Partnership, led by
China and including 16 states in Asia and Oceania,
are probably the best examples of this trend".

The result has been a considerable increase in
regional agreements that violate WTO principles.
From 2009 to 2022 their number increased from 287
to 577'°. This is both clear an indicator of the WTO
crisis and a confirmation of the growing weight of
regionalism (Lebedeva, Kuznetsov, 2019; Izotov,
2021). The number of of new protectionist measures
introduced against other countries increased too
(Kuznetsov, 2022, p. 191). Was the reduction in
global trade the result of these measures or, to
the contrary, was these measures a reaction to the
stagnation and decline of the global trade is still to
be demonstrated (Sapir, 2021).

It is now clear that the institutions of the global
economy are in crisis, whether open or latent. It is,
at the same time, the product of the crisis of the
“Washington Consensus” with which the IMF and
the World Bank were associated (Sapir, 2000b), the
result of a radical change in the balance of economic
powers since the 1990s, of prolonged or too late
reforms and the emergence of a new collective actor,
the BRICS. This actor is now powerful enough to
bring about significant changes in the governance
structure of the global economy. In the fight for
radical reform of global economic institutions,
it could call for either a greater share of existing
institutions or a complete change in the rules and
norms defining those institutions. In fact, both
directions are causing a major crisis in existing
institutions. But a crisis never end by itself.

Indeed, the crisis and even the collapse of
institutions dating from the period of domination

5 Harding R., Reed J. Asia-Pacific countries sign one of
the largest free trade deals in history. Available at: https://www.
ft.com/content/2dff9 1bd-ceeb-4567-99f-c50b7876adce

16 WTO. Regional Trade Agreement Database. Available
at: http://rtais.wto.org/Ul/charts.aspx
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of the “Collective West” will not be complete until
new institutions are created to replace the old ones.
In fact, what we call a “crisis” is the period of time
between the inability of old institutions to play their
usual role and the emergence of new institutions
that could replace them?.

We must then look at possible schemes for
institutional creation, and in particular on the case
of the New Development Bank.

From BRICs to BRICS+: Two decades of
progress

The emergence of the BRICS, then the
BRICS+, was certainly the most important event
of the last twenty years (Cochrane, Zaidan, 2024).
The accession of four new countries in January
2024, and the probable accessions in the coming
years, show the dynamism and the power of
attraction of this organization'®. This has been
recently acknowledged by the European think
tank “Bruegel” itself'. We must therefore examine
BRICS progress over the past years to understand
the underlying currents that have strained the
institutions of the global economy.

The acronym BRIC — Brazil, Russia, India,
China — was introduced into our popular language by
Jim O’Neill, an economist at Goldman Sachs twenty
years ago®. His article analyzed the spectacular
economic growth that this group of countries would
experience, as well as the implications of these future
trends for the international political economy. A
process which began in 2006 alongside the UN
General Assembly and was institutionalized in 2009
during the first meeting in Yekaterinburg, the 16th

7 A. Gramsci: “The crisis consists precisely in the fact
that the old dies and the new cannot be born: during this
interregnum we observe the most varied morbid phenomena”.
In Gallimard, Paris (ed. R. Paris) translation of Gramsci,
Cahiers de Prisons, Cahier 3, §34, p. 283.

¥ Hancock T., Cohen M. How BRICS became a club
that others want to join. Available at: https://www.bloomberg.
com/news/articles/2023-11-03/how-brics-became-real-and-
invited-saudis-iran-egypt-uae-ethiopia-argentina

9 Garcia-Herrero A. BRICS is becoming a more solid
construction. Available at: https://www.bruegel.org/first-
glance/brics-becoming-more-solid-construction

20 O’Neill J. (2001). Building better global economic
BRICs. Available at: https://www.goldmansachs.com/
insights/archive/building-better.html
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having taken place in October 2024 in Kazan. The
impact of this new organization considerably increased
in a world where regionalism was increasingly more
relevant (Kuznetsov, 2020). The development of this
new trend of regionalism (Voskressenski, Koller,
2019), the result of failures of a “Global West” led
globalization was probably instrumental in the
development and the success of the BRICS (Shlykov,
2017; Voskressenski et al., 2017).

During these three fateful years, the world was
faced with a major financial crisis, known as the
“subprime crisis”, which neither the United States

nor the IMF could manage or even control (Sapir,
2009). In retrospect, it is clear that this sparked the
desire of the four countries to try to organize a better
system of governance of currency and trade (Nayyar,
2016). In 2011, South Africa joined this group of
countries as the most economically successful
country in the Global South, bringing the BRICs
into the BRICS.

With this addition, the BRICS countries
represented 26% of the world’s landmass and total
global GDP (in PPP) rising from 25.6% in 2009 to
32.2% at the end of 2023 (Figure). The assertion

BRICS and BRICS+ shares in world GDP in PPP compared to Western countries
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that the BRICS represent the interests of the “global
majority” is gaining credibility?!. The creation of
the BRICs, then BRICS, was greeted with both
a certain skepticism and cautious enthusiasm
depending on the opinions of different authors,
being variously described as a sort of “loose
association”, a “Potemkin village” for some??,
or “club of coincidences of interest” (Saran,
2015). Quite clearly the “Global West” has been
uneasy with BRICS development (Pavlenko,
2009). However, over time, this group has grown
significantly in influence. This has been confirmed
at the 16th BRICS summit in Kazan where a status
of “partner countries” has been englobing now
13 countries®.

These are undoubtedly countries with common
economic aspirations and similar ideas about the
type of multilateralism and the changes in the global
political economy that would be necessary to
achieve it. In a sense, the BRICS could be seen
as a continuation of the so-called “Primakov
Doctrine” as explained by S.V. Lavrov*. Clearly,
this organization is playing a considerable role
in the Russian foreign policy, well before the
beginning of armed operations in Ukraine in 2022
(Kadysheyv, 2010; Larionov, 2012; II’in et al., 2013).
Nevertheless, it is these underlying economic
aspirations that have served to reinvigorate capital
flows within and between BRICS countries amid
a financial vacuum in a post-financial crisis world
(Radulescu et al., 2014). In fact, BRICS has grown,
attracting more and more countries. In 2023, during
the 15th summit, the organization decides to admit
6 new countries. Even though only five of these

21 BRICS expresses interests of global majority, says
Russian Presidential Aide Ushakov. Available at: https://brics-
russia2024.ru/en/interview/yuriy-ushakov-briks-na-dele-
vyrazhaet-interesy-mirovogo-bolshinstva/

22 Pomeranz W. Why Russia needs the BIRCS. Available
at:  https://globalpublicsquare.blogs.cnn.com/2013/09/03/
why-russia-needs-the-brics

2 http://www.republicworld.com/world-news/kazan-
declara%on-adopted-at-brics-summit

24 Lavrov S.V. In the near future, historians will formulate
such a concept as the “Primakov doctrine”. ITAR-TASS.
Available at: http://itar-tass.com/politika/1537769
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countries accepted (for political reasons, Argentina
declined the invitation), the BRICS transformed
into BRICS+ on January 1, 2024 with a common
GDP (in PPP) of 36.2%. The BRICS have become
the equal of the G7, and the BRICS+ have
reduced the gap with what we can today call the
“collective West”. The possible accession of Saudi
Arabia and the formal accession of Iran naturally
has an important political, but also commercial,
significance®.

But it will be a mistake to think that BRICS are
only concerned with trade, money and finance.
BRICS can be seen as a tool to foster technological
cooperation to enable countries to overcome
what has been called the “technological rent”
of the “Global West” (Edler et al., 2023). The
development of techonological sovereignty has been
defined by a lot of countries as a priority target. But,
technological sovereignty could be better reached by
cooperation than by an ill-fated return to autarky
(March, Schieferdecker, 2023; Gareev, 2023). In
this context, the BRICS relevance for Russia could
be quite an important one (Dezhina, Gareeyv, 2024).
Quite clearly the BRICS could foster cooperation
and collaboration (de Oliveira et al., 2018), enabling
country members to strengthen their technological
sovereignty (Rensburg et al., 2015; Sidorova, 2018).
The development of relations between Brazil and
India (Lema et al., 2015), and of course between
China and Russia is exemplifying this process Gao
Jixiang, Jiang Jing, 2022; Changjun, Kolesov, 2022).
Such a cooperation could also have a specific aspect,
like cooperation on the “Arctic Route” which could
have a considerable importance for both Russia and
China (Yaxin Wang, 2023).

In the meantime, it was clear that “globali-
zation” had entered a deep crisis (Sapir, 2015), a
crisis that was recognized even in the Bretton Woods
organizations. Carmen Reinhart, the World Bank’s

2 Harmon R. How Saudi Arabia’s BRICS membership
could affect trade in the region. Available at: https://www.
logisticsmiddleeast.com/business/how-saudi-arabias-brics-
membership-could-affect-trade-in-the-region
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chief economist, went so far as to say that the
COVID-19 pandemic was the “...final nail in the
coffin of globalization”?. BRICS then became an
ambitious bloc with its own internal dynamics that
held annual summits, had diplomatic ambitions,
engaged in large-scale infrastructure projects within
their national borders as well as transnational
projects. in their regions. BRICS flexed its economic
might by creating a new lending institution — the
New Development Bank which admitted countries
not yet BRICS members?”’ — and by challenging
the hegemony of European and North American
countries in international finance. This creation was
very important. This is the first institutional creation
in this extremely sensitive area not generated by
Western countries.

The underlying economic aspirations of the
BRICS carried with them the questioning and even
the replacement, of the Bretton Woods institutions.
The NBD served to reinvigorate capital flows within
and between BRICS countries amid a financial
vacuum in a post-financial crisis world. In 2017,
almost a decade after the 2008 financial crisis,
BRICS accounted for 19% of global investment
flows (Garcia, Bond, 2019). Much of these financial
flows have been channeled into capital-intensive
infrastructure projects. The regional role of BRICS
is now obvious (Chakraborty, 2018), and it is slowly
expanding towards a global role?® (Loewe, 2016).

The BRICS countries, however, have
experienced a radical transformation of their
political-economic structure since the 1990s. A
common denominator between the heterogeneous

% https://www.bloomberg.com/news/articles/
2020-05-21/reinhart-says-pandemic-is-last-nail-in-
globalization-s-coffin; https://www.hks.harvard.edu/centers/
mrcbg/programs/growthpolicy/reinhart-says-covid-19-last-
nail-coffin-globalization-carmen

27 NDB admits Egypt as new member. Press Release on
29th December 2021. Available at: https://www.ndb.int/press_
release/ndb-admits-egypt-as-new-member

2 https://www.banque-france.fr/en/publications-and-
statistics/publications/expansion-brics-what-are-potential-
consequences-global-economy#:~:text=With%20the %20
expansion%2C%20the %20new,0f%20commitment%20
t0%?20inclusive %20multilateralism
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experiences of economic development of these
countries and their position as economically
successful countries has been the way in which the
state has actively taken policy measures to mobilize
resources, trade policies, public procurement,
promotion of public demand and provision of
financial support (Santiago, 2020).

The role of the state in economic development
has taken different forms in the BRICS countries
(Di Maio, 2015), but it has been, and remains,
undoubtedly important. Through this dimension
in their development, these countries are now
launching both an implicit and explicit challenge
to the global economic institutions created by
and oriented towards the West. However, such a
challenge must be defined. Will it be adaptive or
radical in nature and how will it accommodate the
growing structural power of BRICS?

Institutional power and institutional
strengthening

But what is the true nature of the challenge
posed by BRICS (and now BRICS+)? To
understand the dynamics at play, it is appropriate
to take up here theoretical elements of International
Political Economy but also other theories. Two
major concepts are emerging with a high heuristic
potential, the one of “structural power”, mostly
associated to Susan Strange’s name, and the
one of “Voice” and “Exit” associated to Alfred
Hirschman’s one.

BRICS and BRICS+ are both a political
grouping and an economic grouping. The economic
and political power of this group has increased in
recent years, but more specifically since 2020 and
the COVID-19 crisis. Symbolically, and to a certain
extent, they can be considered representative of
what is now called the “Global South”?.

» Carvalho L.R. BRICS: The global south challenging
the status-quo. Available at: https://globaleurope.eu/
globalization/brics-the-global-south-challenging-the-
status-quo/; Expansion of BRICS: What are the potential
consequences for the global economy? Available at: https://
www.banque-france.fr/en/publications-and-statistics/
publications/expansion-brics-what-are-potential-
consequences-global-economy
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It is in this context that the creation of the New
Development Bank must be appreciated. One might
have thought that the NBD would be a sort of
internal arrangement aimed at encouraging
investment and trade within the BRICS perimeter
(Morozkina, 2015). But BRICS members decided
from the outset to make the NDB a multilateral
institution capable of operating beyond the BRICS
perimeter. This decision changed the meaning of
the creation of the NDB. The NDB then developed
partnerships with different States and financial
institutions, but on a very pragmatic basis (Nanwani,
2024), aiming to gradually expand its reach. It
developed a specific program for the ecological
transition and then competed directly with the
World Bank (Braga et al., 2022). The creation of
the NBD was therefore the first, and so far most,
important attempt at institutional strengthening
of the BRICS. It can be argued that the NDB is
both a symptom and a source of structural power
for the BRICS. This first involves reviewing what
“structural power” is and how this concept should
be used.

Structural power (Fairfield, 2015; Culppeper,
2015; Hayward, 2018; Godefroid et al., 2024) is
generally considered to be power located among its
obligatory, institutional and relational dimensions
inherent in “a social structure beyond any conscious
exercise” (Barnett, Duvall, 2005). This structural
power contrasts sharply with relational power, which
emphasizes efforts to maximize values within a given
set of institutional structures. Structural power
emphasizes a meta-power that refers to efforts
to change institutions (or change the game). It is
clear that the BRICS+ are trying here to question,
modify and perhaps even change global governance
(Stuenkel, 2016).

Susan Strange is certainly the author who has
devoted the most effort to reintroducing the notion
of power in international economics and she
contributed to the creation of International Political
Economy (Cohen, 2008). But while she rightly
argued that power was and remains central to the
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international political economy (Poast, 2019), she
also attempted to define and refine the notion of
“power.”

Susan Strange defines structural power as the
power to shape and determine the structures of the
global political economy within which other states
(Strange, 1994), their political and legal institutions,
and their economic enterprises interact. This can be
understood as the power to define the rules of the
game or the explicit or implicit norms of behavior.
Strange then identifies four key power structures
in the global economy which are (1) security,
(2) production, (3) finance and (4) knowledge.
Among these, it defined the financial structure as
the core of global economic governance, hence the
relevance of international financial markets (which
can acquire their own dynamics (Strange, 1986;
Strange, 1998)) and of a multilateral development
bank like the NDB, especially since the latter was
not created by Western Powers. This is particularly
important considering that “structural power” has a
close connection with the concept of “hegemony”
(Katzenstein et al., 1998). It also argues that the
financial structure of the global economy rests on
two pillars, the political economy structures through
which credit is created and in which power is shared
by governments and banks, and a second pillar
consisting of national monetary systems creating
the global superstructure (Strange, 1994).

But Susan Strange analysis is not without raising
a certain number of questions. The first is that such
an approach has an unintentional character. This
means that the different strategies of the actors or
long-term projects are not taken into account. The
second is that it is too narrow and excludes the ability
to shape international trade institutions. The third
focuses on an insufficient theoretical explanation of
the causal mechanisms of structural power.

Yet the notion of “structural power” is of central
importance, even more so when we remember that
Strange defined it as the power to shape and
determine the structures of the global political
economy, a power that is now more crucial than
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ever. The problems raised undoubtedly concern
more than one form of incompleteness of the
theory developed by Susan Strange. They do not
question the central importance of the concept
of structural power. What is really important for
us is to understand how the creation of the NDB
by the “structural power” of BRICS affected the
financial structure visible in the shift from “power
to influence” to “power to harm”.

For 15 years we have been confronted with a
declining superpower (the United States) which has
attempted to maintain a residual capacity to
influence international decisions, either by joining
forces with other Western countries or through
unilateral actions. On the other hand, we have
contesting powers, the BRICS countries, which
have gradually moved from a form of relative
compatibility, which is not an identity, with the old
vision of superpower to an obvious incompatibility
and even to the expression of openly contradictory
opinions. It is this conflict, or at least this clash of
divergent interests, that is important here.

No one would dispute that the United States
and, globally, the so-called “Collective West” had,
and still has, a strong, if largely eroded, structural
power of their own, especially regarding the
financial structures that they were accustomed
to completely dominating. It remains to be seen
whether the BRICS countries have reached the
point where they, too, will have significant structural
power in this area with the capacity to challenge
Western hegemony. There has been major a global
shift here (Roberts et al., 2017).

Ungquestionably, the rise of BRICS in the field
of development financing has been significant
(Schirm, 2010). As described above, the NDB has
developed different types of partnerships, in
different areas, and has acquired an extremely
important level of competence and credibility.
This implies a level of confidence never before
experienced by countries attempting to challenge
the hegemonic power(s) of the West. This shows
that the new actors no longer see the compatibility
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of interests and ideas with the old dominant ones.

This is a new and important development. Two
of the major BRICS countries, China and India,
appeared to share ideas and representations with the
“Global West” in the 1990s and early 2000s (Ju,
2018). The same can be said for Russia, at least
until the financial crisis of 2008—2010. Whatever
conflict of interests may have existed in other areas
(and one of the most important was the civil war in
the former Yugoslavia and the Kosovo question in
1998—1999), Russia had accepted the American
financial hegemony and had tried to make the
best use of it. But after the “subprime crisis”, the
situation began to quickly change. One author
focused on the advice provided by the IMF during
the 2008—2010 crisis to explain that a conflict could
then have broken out and that this could explain
the transition from compatibility to incompatibility
(Chin, 2010). In reality, the conflict between Russia
and the IMF is much older than that, dating back
to the Russian financial crash of 1998 (Sapir, 1998;
Sapir, 1999a; Sapir, 1999b). But this conflict did
not prevent Russia, once its situation had stabilized,
from resorting to global financial markets and,
in general, from playing the game of financial
globalization at least until 2010/2012. It is therefore
from the “subprime crisis” that an awareness of
the incompatibility of Russia’s interests with the
hegemony exercised by the United States in the
financial and commercial fields dates. Here we
must take up the possible reasons for a policy of
“rupture”, we will call it below a policy of “exit”,
on the part of the BRICS countries.

A possible explanation lies in the failure of Western
states, and in particular the United States, to deal with
this crisis. This assessment could have been shared at
least by China, India and Russia, and could have
convinced China to build what has been called the
“Great Wall of Money” (Chin, 2014). This was
noticed to a certain extent by B. Bernanke himself*°.

3 Bernanke B. (2015). China’s gold star. Available at:
http://www.brookings.edu/blogs/ben-bernanke/posts/2015/
12/01-chinas-gold-star.
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Another possible explanation could be the trend
towards increasing politicization of the economy,
which became evident since 2014—2016, first with
the implementation of sanctions against Russia
(2014), Iran, then with the trend to the unilateral
use of the dollar position by the United States which
was described at the beginning of the first part of
this article.

Whatever the dominant cause, and it must be
remembered that the two can combine, the change
is now evident. Even though we are still quite far
from the talk of “de-dollarization” and the creation
of a “common BRICS currency”?, it is clear that
the BRICS countries have assumed an offensive
stance against the post-Bretton Woods world order.

Strange’s structural power approach focuses
on determining the social capabilities of different
actors. This approach, when complemented by a
constructivist approach to international normative
structures, can prove very useful when considering
the new role of BRICS in global governance. We
can see a step towards a good institutional indicator
of BRICS performance in global economic
governance.

Yet fully analyzing the emergence of BRICS
in global governance requires a new structural
approach to power. Here we should mention
Douglass North who could give us some clues about
the trade-off that underlies the process of creating
a new institution versus the process of attempting
to change, or evolve, the existing institution (North,
1990). But it is even more fruitful to rely on Alfred
Hirschman’s concept of “exit pressure against the
use of voice”. This concept allows us to understand
the path taken by BRICS countries in using their
growing “structural power”. It enables us to better
understand the evolution of their position toward
“Global West” generated institutions from the
beginning in 2005 to the current situation.

3 BRICS currency “plausible alternative” to dollar
hegemony. Available at: https://www.globaltimes.cn/page/
202305/1290700.html
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Hirschman’s concept is centered on the exit-
voice pair, to which can be added “loyalty”
(Hirschman, 1970). It implies that the cost of
leaving a group or a givent institution is repre-
sented by the risk of a situation of fragmented
multilateralism, and where the cost of an insufficient
“voice” would mean a reduced capacity to influence
the principles and procedures of development
financing, and then to accept decisions which are
not good for its own interests.

This couple is established when one member
demands increased decision-making power and is
ready to assume the cost by increasing the resources
it puts into the system while being authorized to
do so by the dominant actors (here “the Collective
West” or what we cal the “Global West”). In the
present case of BRICS, their demand for increased
decision-making power within global governance
institutions increased their latent discontent to
the extent that the dominant countries seemed
unwilling to listen to their “voice”. This led to
the search for alternative means to strengthen
their power by creating institutions parallel to the
institutions established, directed and generated by
the West.

The New Development Bank, seen from this
angle, can be seen as a materialization of the “exit”
option. BRICS countries have chosen an alternative
option rather than trying to influence — through
“voice” — existing institutions. But they did so at
the cost of fragmented multilateralism. What is
interesting then is why the BRICS countries have
chosen this option and explored it further in recent
years. During the initial phase of BRICS existence
(2006—2012), it seems that they tried to make
Western countries listen to them. In fact, they were
not taken seriously, at least at first.

A possible interpretation could be that, seeing
their demands for more equality within internatio-
nal institutions globally rejected or ignored and on
the other hand the inability of the United States
and other countries to calm and control the

Economic and Social Changes: Facts, Trends, Forecast



GLOBAL EXPERIENCE

Sapir J.

“crisis of subprimes”, the BRICS countries have
deliberately chosen an exit strategy. But, even
after making this choice, they tried to present
the NDB as complementary to existing financial
institutions (Shetiya, 2017), as a kind of mixed
strategy combining “voice AND exit”, at least until
2016/17, before turning away from it and to start
challenging them directly. This would mean that
BRICS countries exercised a considerable degree
of caution and only decided on a full “exit” strategy
after being convinced that no other options existed.

This also raises the question of understanding
why the countries of the “Global West” neither
knew nor wanted to hear the demands of these
countries and locked themselves into their certainties
of always being able to have the means of control
over the global economy. The announcement at the
BRICS 16th summit in Kazan?? of the creation of
the BRICS-Clear system?*, of a common BRICS
company fo insurance and re-insurance3* and the
organization of a foodstuff market to complements
and even replaces the Chicago’s one is showing that
BRICS structural power is indeed on the rise. It
confirms that adoption of an “exit” strategy has
become the main way for BRICS countries, even
if they still commit to some other institutions, like
the United Nations Organisation®, but with making
some strong recommendations for them, a good

32 Kazan Declaration: “Strengthening Multilateralism for
Just Global Development and Security”. Available at: http://
static.kremlin.ru/media/events/files/en/RosOySvLzGaJtmx2
wYFvOIN4ANSPZploG.pdf; https://www.mea.gov.in/bilateral-
documents.htm?dtl/38450/Kazan+Declaration++Strengthe
ning+Multilateralism+ For+Just+Global++Development+
And+Security

3 Kazan Declaration, #65, #66, #67; BRICS states to
study possibility of establishing BRICS Clear infrastructure —
Declaration. Available at: https://tass.com/world/1860743;
BRICS summit: Key takeaways from the Kazan declaration.
Available at: https://www.reuters.com/world/factobox-main-
points-brics-declaration-2024-10-23/; Ledger Insights —
Blockchain for business. BRICS+ expands plans from DLT
payments to DLT clearing and depositary”. Available at:
https://www.ledgerinsights.com/brics-expands-plans-from-
dlt-payments-to-dlt-clearing-and-depositary/

3 Kazan Declaration, #66.

3 Kazan Declaration, #8, #11, #15.
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exemple of a “voice” strategy backed by the previous
exemple of an “exit” one. It seems then that BRICS
countries are aware of the “Global West” residual
structural power and don’t want to enter into a logic
of global confrontation.

What is the New Development Bank for in this
context ?

We must then gradually move from economics
to politics, more or less along the same path as
Susan Strange described. In the long struggle to
make global governance just and fair toward “Global
South” countries (Larionova, Shelepov, 2022),
could the New Development Bank play decisive a
role? Is the New Development Bank really different
in its structure and practices from the international
institution® generated by the “Global West” and
does it represent a real alternative®’? In other words,
is the difference limited to the fact that the NDB is
a “non-Western” institution OR is the NDB also
different because it relies on different rules, and
perhaps more favorable to emerging countries?

The Bretton Woods institutions were created
under American hegemony. Even if it is less clear
for the WTO, we can say that American influence
was extremely strong in the passage of the GATT
as it existed in the early 1960s and the WTO. Their
weight was very strong in the establishment of
internal rules of the WTO. This is not surprising
if we consider the balance of power in 1944 or the
early 1980s. We must not forget the importance
of the “Washington Consensus” in shaping the
decisions of the IMF and the World Bank in the
1990s. This had serious consequences, particularly
in Russia (Sapir, 2000b). But the creation of the

% Kasahara S. BRICS New Development Bank: Its birth
& major implications to international political economy.
Available at: https://www.semanticscholar.org/paper/BRICS-
New-Development-Bank%3A-Its-Birth-%26-Major-to-Kas
ahara/01ab0d7c433df04b4eccda71c44ddc0998ebleb6

37 Toussain E. Are the BRICS and their New Development
Bank offering alternatives to the World Bank, the IMF and
the policies promoted by the traditional imperialist powers?
Available at: https://www.cadtm.org/Are-the-BRICS-and-
their-New-Development-Bank-offering-alternatives-to-the-
World
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NBD took place in a very different context and we
must go back to the creation of the NDB and its
development.

As we have already said, the creation of a New
Development Bank was first considered by the
BRICS countries in 2012, but the formal agreement
was not signed until 2014 in Fortaleza and the
inaugural meeting of the board of directors
took place on July 7, 2015%. The NDB became
operational in 2016 with its headquarters in
Shanghai®. It opened its first regional offices, the
first dedicated to Africa*’, in 2017, followed by a
second regional office in 2019 in Sdo Paulo, then
another office in India and Russia. In 2021, it
welcomed two additional members (Bangladesh,
United Arab Emirates) and a third in 2023
(Egypt). At that time, these new members were not
members of BRICS. Uruguay also had the status of
a “potential member”, which was admitted by the
Board of Governors of the NDB and will officially
become a member country once it deposits its
instruments of accession*'. The NDB has an initial
authorized capital of 100 billion USD, divided into
one million shares with a par value of one hundred
thousand dollars each.

The founding members of NDB carried out an
initial subscription of five hundred thousand shares
for a total of 50 billion USD, including one hundred
thousand shares corresponding to a paid-up capital
of 10 billion USD and four hundred thousand shares
corresponding to a callable capital of 40 billion
USD. The initial subscribed capital was distributed
equally among the founding members. Membership
in the Bank is open to all members of the United
Nations, which means that the bank expects a large
number of future memberships. The bank’s strategy

¥ Agreement on the New Development Bank — Fortaleza,
July 15. Available at: https://www.ndb.int/wp-content/
themes/ndb/pdf/Agreement-on-the-NewDevelopment-
Bank.pdf

¥ https://www.wsj.com/articles/brics-agree-to-base-
development-bank-in-shanghai- 1405453660

4 https://www.ndb.int/about-ndb/history/

4 https://www.ndb.int/about-ndb/members/

48

Volume 17, Issue 6, 2024

was quickly defined and objectives were set for the
years to come®. It signed its first loan at the end
of 2016* and its loan portfolio quickly grew with
the development of sovereign loans and loans with
sovereign guarantee*. Emphasis was placed on
national development and partnership with other
financial institutions®. We are therefore facing an
institution which aims to be truly international
(not limited to the members of the BRICS) and
which, at least in its texts, does not pose itself as an
alternative, even if it begins, in reality, to constitute
one.

It now remains to be seen what the diffusion of
power is within the NDB. We can think that the
diffusion of the power of this new institution could
be conditioned on two main factors: first the size
of the shareholders (China could appear as the
dominant power) and then the relations between
borrowers and lenders (Humphrey, 2014). But
if these criteria are to be applied to the NDB,
we see that the composition of the bank has a
much more multilateral perspective than that of
the IMF or the World Bank. The distribution of
shareholding, initially equally between each BRICS
member, bears witness to this. In addition, there
is a community criterion which fits well into the
perspective of an emerging market economy. The
fact that there is no main shareholder and that
the power of the NDB is not exercised in a single
common region is one of the proofs of this (Cooper,
2017). The NDB presents itself as a unique case

2 NDB’s General Strategy: 2017—2021. Available
at: https://www.ndb.int/wpcontent/uploads/2017/08/NDB-
Strategy.pdf

4 https://web.archive.org/web/20161230160655/
http://www.ndb.int/NDB-SIGN%20-FIRST-LOAN-
AGREEMENT-FOR-FINANCING.php#parent
HorizontalTab2

4“4 New Development Bank policy on sovereign loans &
loans with sovereign guarantee. Available at: https://www.
ndb.int/wpcontent/uploads/2017/02/Policy-on-Sovereign-
Loansand-Loans-with-SovereignGuarantee.pdf

4 New Development Bank policy on partnerships with
national development banks. Available at: https://www.ndb.int/
wpcontent/uploads/2017/02/Policy-on-Partnershipswith-
National-Development-Banks.pdf
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among international financial organizations because
it is not polarized, neither formally nor informally,
by a single “dominant” country, but is in reality
“multi-polarized”.

In terms of the borrower-lender relationship,
existing multilateral development financial
institutions have generally established two forms of
mutually exclusive relationships: the borrower-
lender relationship and the borrower-borrower
relationship*®. The first is strictly a dependency
relationship that results in benefits for the lender.
The NDB presents a non-mutually exclusive
situation and is open to both types of scenarios. The
bank’s borrowing strategy is both borrower-lender
and borrower-borrower?’, through the guarantees it
grants. This has led to the development of financial
products that bank members and non-members can
access at market value®®. The NDB therefore differs
from the classic institutional paradigm established in
other international financial institutions as observed
by Chris Humphrey (Humphrey, 2015). These two
conditions have become important variables that
impact the level of power diffusion.

The structural power approach then provides a
good framework for defining the interests and
capabilities of shareholders (the BRICS themselves)
and the new power relations created via lending
programs that have new alternative practices,
as shown in a very informative table that can
be found in the recent article by (Duggan et al.,
2022). From an analysis based on the memoranda
of understanding on the lender’s side, they show
that the structure of the NDB differs significantly
from that of other Multilateral Development Banks

4 New Development Bank policy on loans without
sovereign guarantee to national financial intermediaries.
Available at: https://www.ndb.int/wpcontent/uploads/2017/
02/ndb-policy-on-loans-without-sovereigngurantee-to-
nationalfinancial-intermediaries-20160121.pdf

47 New Development Bank policy on loans to international
organizations. Available at: https://www.ndb.int/wp-content/
uploads/2019/09/Policy-on-Loans-tolnternational-
Organisations.pdf

4 New Development Bank projects. Available at: https://
www.ndb.int/projects/list-of-allprojects/page/3/
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or MDBs (Hooijmaaijers, 2021). Its architecture
is clearly innovative (Acioly da Silva, 2019). This
contribute to shape the NDB’s strategy, not only
in financial terms but also in terms of medium
and long-term objectives. The NDB presents what
is today a unique and homogeneous structure,
where the shareholding structure of the historical
(and founding) NDB members amounts to just
over 18% per member, meaning that each of the
BRICS shares a equal power. This allows each of
its members to set an agenda with priorities for
emerging economies. The NDB is quite obviously
the materialization of emerging powers challenge
to the “Global West” dominated global governance
(Stephen, 2014). The same could be said of the
China-led Asian Infrastructure Investment Bank
(AIIB) that is frequently associated to the NDB
(Andronova, Shelepov, 2019; Larionova, Kirton,
2018).

But the NDB also differs from the AIIB. While
both banks were conceptually born from non-
Western powers, China is dominant within the AIIB
while the NDB focuses on equal shareholder power.
It is also important to note that the NDB’s lending
strategy differs from that of other MDBs, and in
particular the World Bank. MDBs are providers of
financial resources and, from this point of view, all
that matters is how shareholders satisfy formal or
informal economic and political conditions. The
shareholder structure of Multilateral Development
Banks has, in fact, a significant impact on the
determination of the actions of these banks
(Humphrey, 2016). Borrowing countries with
recurring borrowing and having recorded fiscal
improvements can modify the conditions required
for trade. This results in an increase in the “voice” of
these specific borrowers in MDB decision-making
processes and a breakdown in borrower equality.
The NBD, because it creates an alternative outside
the current system of MDBs which until now
defined the system of global economic governance,
connects the two parties and offers the countries of
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the “Global South” an alternative which possibly
strengthens their capacity to negotiation whether
with the IMF or the World Bank when it does not
allow them to bypass these last two institutions.

This approach is interesting because it allows us
to define the conditions that determine real change
in terms of power structure. Of course, NDB is new
in terms of its operations history, having started
lending in late 2016 but it has reached a non-
returne point on its trajectory (Trajber-Waisbich,
Borges, 2020). There are then some limitations to
using this bank as a case study. But the relevance
of this case study is inescapable as the NDB has
seen its power and influence grow steadily over the
past year. What is more, its symbolic dimension, as
the first international financial institution created
by countries belonging to what we today call the
“Global South”, gives the NBD a special place
within international financial institutions, being
both a complement AND a challenge to already
existing financial institutions. This promotes new
rules and standards. But it is not the only issue
related to the NDB creation.

The NDB has frequently seen as a possible
challenge to the dollar®, in the wake of what is
called a regionalization of the global economy
(Novoselov, Faleev, 2023), and with the open aim
in several countries to regain their global sovereignty
(Arnold, 2020). The fact that the international
monetary system has become dysfunctional
is an open secret for years (Kondratov, 2015;
Kondratov, 2017). The potential for what is called
“de-dollarization” is quite important (Saaida,

4 Petro-Yuan or Petro-BRICS: The need for better
alternative reserve currencies to break dollar dominance.
Available at: https://www.forbesindia.com/article/bharatiya-
vidya-bhavan(039s-spji...r-alternative-reserve-currencies-to-
break-dollar-dominance/84063/1; O’Neill J. A BRIC threat
to the dollar? Available at: https://www.project-syndicate.
org/commentary/brics-plus-and-the-future-of-dollar-
dominance-by-jim-o-neill-2023-04; Russia, China plan
to counter dollar dominance with BRICS payment system.
Available at: https://www.domain-b.com/economy/world-
economy/russia-china-plan-to-counter-dollar-dominance-
with-brics-payment-system
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2024; Liu, Papa, 2022; Aggarwal, 2020; Guliyeva,
Rzayeva, 2017), and the more so when it is coupled
with regional growth and an important impact on
gloal growth (Parinenko, 2020). The BRICS have
already fostered payment in national currencies for
intra-BRICS trade but it raised some problems of
compensation (Karataev et al., 2017). The fact that
in a multi-polar world the dominant position of the
US was to be contested has been acknowledged by
different authors (Guttmann, 2022; Levy-Yeyati,
2021; Li, 2023; Eichengreen, 2011), and the fact
that it has been the target of some BRICS member
is also obvious (Chen, 2023). However, such an aim
could induce tremendous political consequences
(Saaida, 2023), even if it could help other developing
countries (Pham, 2017). The current Kazan summit
(October 2024) decisions to implement the BRICS-
Clear clearing system, combined to the creation of
a BRICS insurance and re-insurance compagnie,
is the actual proof that this organization harbours,
more or less quietly great ambitions.

We have now to go back to the institutional
generation capacity of BRICS countries and of their
“structural power”. As a matter of fact we are
probably beyond the “Voice or Exit” or the “Voice
and Exit” strategy of the past years (Mazenda,
Ncwadi, 2016). BRICS countries have most
probably “crossed the Rubicon” and their path is
now an open alternative (if not already leading to a
kind of conflict) with the one of the “Global West”.
The NDB therefore presents itself as a unique case
for assessing the “structural power” of the BRICS.
Talks about the Bretton Woods institutions failure
or obsolescence have been aplenty. Still, so far it
has just been talks. No country, or group of country,
had the “structural power” to develop alternative
institutions. The fact that BRICS achieved that
with the NDB creation means two things. First, the
“Global West” structural powerhas been seriously
eroded since the 1997—1998 financial crisis.
Remember that the USA has been able, by the to
block a Japanese attempt to create a kind of “Asiatic
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IMF”. But the NDB existence also shows that this
BRICS “structural power” is very real and could be
be compared to that of the countries of the “Global
West”.

But, if the NDB creation confirms that now
BRICS structural power is at least comparable to
the one of the “Global West” there is another face
to the coin. By its existence, and the financial
operations it conducts, the NDB seems sufficiently
different from those of other MDBs for it to have
become an important pole of attraction, at least for
the countries of what we call the “Global South”
(Thirlwell, 2014; Thompson, de Wet, 2017). The
fact that the “Global South” as reacted so well to
BRICS initiatives since 2022/2023, and particularly
to Kazan summit decisions and the creation of an
official status of “partnership” to the BRICS gives
us an indication of how well BRICS initiatives
contained in the NDB creation and expansion
have been received. This power of attraction
therefore allows now the BRICS to strengthen their
“structural power”. Therefore, the analysis goes
beyond the classic “cause-consequence” framework
and becomes dialectical. If the “structural power”
of the BRICS was sufficient for them to create and
develop an institution like the New Development
Bank, this in return boost them and gives them
additional “structural power” of which only the
future will tell us how it will be implemented.

Conclusion

The development of the global economy since
the late 1990s has led to dramatic changes in the
balance of political and economic power. Far from
signifying an “end of History”, the end of the
Cold War generated significant changes which
now bring conflicts of interest, but also conflicts of
representation and therefore clashes over norms and
rules. The importance of these conflicts should not
be underestimated. They will probably structure the
world in the next twenty years.

The emergence of BRICS+ symbolizes one of
the possible new structuring of the world. The fact
that the BRICS+ countries were pushed into a logic
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of open protest against the world dominated by
the “Collective West”, while initially they were
just looking for acceptable modifications to this
world, says as much about the rise in power of these
countries than on the lack of intelligence of the G-7
countries which did not know how, and undoubtedly
did not want to, grant them the place that logically
deserved them in international institutions. The
current logic of confrontation is largely the product
of this incapacity, or this ill will.

The decreasing share of the G-7 and the
“Global West” in global GDP and conversely the
growth that “emerging powers” like China and
India have experienced have probably pushed most
economic institutions towards obsolescence. Global
crises caused by the Second World War and the
Cold War. The governance of the world economy
fell into the hands of the West partly because of
these objective changes and partly because of
subjective factors such as unfortunate American
policy, a generalization of the practice of unilateral
sanctions — therefore illegal — and in part because
of a reluctance, if not outright opposition, to reform
existing global economic institutions in time. In
the negotiation game between countries’ use of
“voice” and that of “exit” from the existing system,
the solution of “exit” has slowly become dominant
due to the combination of these factors.

It should be remembered that the BRICS
countries were initially extremely reluctant to
choose an “exit” strategy. If their “voices” had been
listened to and heard in the early 2000s, it is
likely that they would not have chosen such a
strategy. But the “exit” option is not, and cannot
be, complete until new institutions are created.
The disappearance of “old” institutions is never
complete before “new” institutions appear.

In this process, the impact of BRICS has been
decisive. The fact that the BRICS countries have
started to flex their muscles in terms of institution
building with the creation of the NDB and now
with the 16th BRICS summit in Kazan is extremely
important. It is not a surprise that these countries

51



The BRICS Challenge for Global Economy Institutions. The Meaning of the New Development Bank

have focused on one financial institution —
the NBD — which aims at supplementing and
may be one day as replacing both the IMF and the
World Bank. The New Development Bank, with
its different set of rules and standards, probably
shows that the collapse institutions created by the
West is an unavoidable fact in the next 15 or 20
years to come. In this regard, the creation of the
NDB constitutes a strategic turning point of prime
importance. It is both a sign of the “structural
power” acquired by these countries and an
instrument for developing and strengthening this
same structural power.

The choice of an “exit” strategy by the BRICS
countries, and now BRICS+, does not, however,
resolve one last question. Will the global economy
move towards stabilized fragmentation, implying
that “Western” institutions could survive, albeit in a
reduced form, to manage the fragment represented
by the “Western” economy, or new institutions,
coming from the “Global South”, will they be able
to confer on these countries the hegemony which
would subsequently allow them to reunify the world
economy around new rules of governance.

This remains to be seen and is part of history
that remains to be written.
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Interactions of Regional Economies and Multiplicative Effects...

Abstract. Currently, the key areas of Siberian economics include analyzing the economy and assessing the
prospects of the Asian part of Russia. To achieve the goal, it is necessary to determine the contribution of
the Asian part of Russia to the economy of other regions and the country as a whole. The aim of this work
istostudytheinteraction of Russia’s European and Asian parts. The input-output tablesbuilt in the Institute
of Economics and Industrial Engineering, Siberian Branch of the Russian Academy of Sciences for the
European and Asian economic zones as of 2019 allow us to assess the effects of regional interaction at the
industry level using multiplicative analysis tools. The paper presents calculated regional and interregional
coefficients of direct and total costs, as well as balance sheets reflecting the creation and use of products
for European and Asian regions. The results of the study indicate that in the structure of direct costs of
the European part of Russia, the weight of the Asian part is significant for the production of coke and
petroleum products (about 44%), ferrous and non-ferrous metallurgy (about 15%) and other industries.
In the structure of the total costs of the European part of Russia, a high proportion of the Asian part is
observed for extractive industries, ferrous and non-ferrous metallurgy and oil refining industry, which is
partly due to the specifics of recording the results of foreign trade. If we consider the balance of use of
products from the Asian part of Russia, we see that 7.5% of the produced product goes to intermediate
consumption and 3.0% is sent to meet the final demand of European regions. The results of the work can
be used to measure the effects of public financing at the regional and federal levels. Due to the fact that
indirect and full costs account for only those product flows that relate to intermediate consumption, it
seems advisable in the future to elaborate on the methodology so as to include accounting for investment
goods.

Key words: interregional interactions, multi-regional input-output models, European part of Russia,
Asian part of Russia, multiplicative effect, direct and indirect costs.
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Introduction

The knowledge of industry indicators concer-
ning the structure and directions of costs, and the
proportions of the use of manufactured products are
crucial for conducting any serious analysis of
national economy and assessing its development
prospects amid the changes in technology, final
consumption and foreign economic relations.
The most comprehensive picture of the situation
regarding Russia’s economy as a whole is provided
by the input-output tables produced by Rosstat on
a regular basis. Designing such tables in the context
of territories (regionalization) is currently a task for
research teams who use the entire available set of
direct and indirect data to this end.

60

Volume 17, Issue 6, 2024

The Institute of Economics and Industrial
Engineering, Siberian Branch of the Russian
Academy of Sciences (IEIE SB RAS) carries out
this work so as to further use the tool of optimization
multi-regional input-output models (OMRIOTSs),
which is actively applied in long-term forecasting
of the development of national economy in spatial
and sectoral aspects. Currently, the Institute’s
staff, using this tool, are pursuing the following
goals: building long-term macroeconomic
forecasts and their sectoral and spatial sections
(Ershov, 2012); analyzing and forecasting the
development of the fuel and energy complex of the
Russian Federation (Suslov, Buzulutskov, 2018);
analyzing and forecasting the development of the
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Russian forest complex (Blam, Mashkina, 2019);
analysing and forecasting the development of the
Russian transport complex (Malov, Melentyeyv,
2022); coalition analysis, search for the core and
equilibrium state of the spatial economy of the
Russian Federation (Suslov et al., 2021); agent-
based modeling (Tsyplakov, 2022); assessment of
investment projects (Novikova et al., 2021).
Currently, a set of interrelated models is used to
achieve these goals, which primarily includes static
and semi-dynamic formulations of OMRIOT. The
main purpose of the static model is to estimate
exogenous parameters of the base year for
subsequent use in the semi-dynamic model, which
is the main tool for addressing the tasks listed above.
A static OMRIOT is constructed by spatial
expansion of the all-Russian tables of resources and
the use of goods and services using direct and
indirect regional statistical indicators available in
Russian statistics (Ershov et al., 2021). Thus, a static
OMRIOT reflects the condition of the country’s
economic space in the base year. This allows us to
explore the possibility of using static OMRIOTs
not only to build the foundation of a semi-dynamic
model, but also to measure the structure of
production and the proportions of distribution of
goods and services between industries and regions.
One of the goals of the calculations performed
is to assess the effects of interactions between the
economies of the European and Asian parts of
Russia as of 2019. The relevance of the work
is explained by the fact that the development
specifics of the Asian part of Russia are among
the most important components determining the
development of Siberian economics. It is worth
noting that the current version of OMRIOT fully
corresponds to the research direction. This is
reflected by the spatial context of the economy
at the model level, namely: federal districts with
the division of the Ural Federal District into two
components — the Tyumen Region and the rest of
the territory. We define the Tyumen Region, the

Economic and Social Changes: Facts, Trends, Forecast

Siberian and Far Eastern federal districts as the
Asian part of the country (Asia), and all other
regions as the European part (Europe).

The results of the work allow us to obtain
quantitative estimates of the features of economic
interaction between these two macro zones, and the
degree of their interdependence. In the future, it is
planned to conduct a retrospective analysis of the
interaction of the regions, which will allow us to
identify and explain the changes that have taken
place.

Literature review

Foreign experience

An important step toward measuring the effects
of interregional interactions is to assess input-output
tables for regions. When solving this problem,
economists tend to think within the framework
of two paradigms (Oosterhaven, Hewings, 2014).
The first paradigm is based on the construction of
a single input-output table for all regions, which
comprehensively reflects the interregional flows of
intermediate products. In this case, an interregional
input-output model is obtained, in which the
balance of production and distribution of products
in region r looks as follows:

X" =YR ASXS+Y",r=1m,

where A™ — interregional direct cost coeffi-
cients, X",Y" — regional output and end-use
volumes, respectively (in a broad sense, including
the balance of exports and imports, gross fixed
capital formation, and reserves growth).

With this formulation of the model, it becomes
necessary to estimate regional and interregional
input coefficients. The most preferred approaches
are based on the adjustment of national coefficients
using regional indicators that are able to reflect
information about the regions’ “demand” for
goods and services. To understand the general logic,
let us consider location quotients, reflecting the
specialization of a region in relation to the country.
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If the value of the location quotient for region r is
greater than one, then region 7 is more specialized
than the country and can meet its own demand at
its own expense. Otherwise, region r needs supplies
from other regions. Therefore, the proportions of
the spatial distribution of production in the region
can be described as follows
- {LQ{a;;, i L0] <1
Y a{}, if LQf >1

por = [ LeDaf, i LO7 <1
Y 0, if LQ[>1,

where a}}-

country as a whole.

— direct input coefficients in the

There are many variations of location quotients,
but one of the most popular is an indicator proposed
by A. Flegg (Flegg, Webber, 2000):

x?/X?)

x]T / x].n

ix{ 8
7 = (log, |(1+E5)]) s € 0;1)

[ 341

FLQJ; = )V(

where x; — regional output in /-industry,
x{* — corresponding indicator for the country
as a whole.

His methodology is often used in the deve-
lopment of regional tables and models in countries
such as South Korea (Flegg, Tohmo, 2013), Spain
(Azorin et al., 2022), Sweden (Kronenberg, Fuchs,
2021), Japan (Fujimoto, 2018), Finland (Flegg,
Tohmo, 2013), Ireland (Morrissey, 2016) and others.
The relevance of this approach is characterized by
the activity of research on its modification (Pereira-
Lopez et al., 2020; Pereira-Lopez et al., 2021),
including works that use machine learning and deep
learning algorithms (Fukui, 2023).

In addition to location quotients, there is a
group of methods that similarly determine spatial
contributions by adjusting national coefficients.
These include Regional Purchase Coefficients (Lahr
etal., 2020), Regional Supply Percentages (Jackson,
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Jarosi, 2020), and Commodity Balance (Round,
1972). The presented methods are actively used in
many countries, such as the UK, Finland, USA,
Indonesia, etc.

A limitation of the presented approaches lies in
the possibility of using them only for the economy
represented in the context of two regions. In the
case of a multi-regional economy, these methods
are able to quantify how much a region produces
independently (a;;’) and how much other regions
produce for it (a;;). The influence of one region
on other regions (a;;) cannot be determined by the
presented approaches.

The second paradigm is to create separate
tables for each region, after which it becomes
necessary to calculate trade flows between regions.
In this case, a multiregional input-output model
is obtained, the balance of production and distri-
bution of which is as follows':

X = ATXT 4+ YT+ Y (XS = X5, r =1,m,

where X7, X5" — regional export and import
volumes.

When applying this approach, an important step
is to evaluate the “aggregate” coefficients of direct
costs of the regions (technical coefficients). The dif-
ference between the coefficients of A" and A"
matrices is that the former characterizes the
direct costs of this particular region, excluding
products from other regions (interregional direct
cost coefficients) and imported products (import
coefficients), i.e.:

Ar — AT‘T‘ +ZS:/=T Asr +A”m.

The simplest way to assess these indicators is to
equate them with national direct cost coefficients.
For example, this approach was used in the USA
(Isard, Keunne, 1953). However, many authors
identify the need to adjust national coefficients for
interregional price differences (Richardson, 1972)
and industry aggregation (Shen, 1960).

' OMRIOT is a multiregional model.
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If the total values of intermediate consumption
by rows and columns are known, it is possible to use
the RAS method (Stone, 1961), which is an iterative
procedure for bi-proportional fitting of quadrants by
rows and columns. For each product, the relative
disparities by rows are calculated as follows:

r
xl'j

XX

T

after which the values of change proportionally
along the rows. Next, a similar procedure is
performed for the columns:

r
X

L
C;i ]

YT

As a result of several iterations, the values of

regional intermediate consumption and, conse-
quently, the values of regional technological
coefficients al-rj are estimated. Moreover, there are
several RAS modifications (for example, CRAS,
GRAS) that are used to regionalize input-output
tables in the Czech Republic (Holy, Safr, 2023), the
Netherlands (Junius, Oosterhaven, 2003; Minguez,
2009), Taiwan (Liu et al., 2013), the United Kingdom
(Wiedmann et. al., 2011), Japan (Gabela, 2020) and
many other countries. It is worth noting that the
RAS method can also be used to update the first
quadrant of input-output tables, both national and
regional (Oosterhaven, 1980).

There is a group of entropy methods that repre-
sent a mathematical programming problem, where
weighted cross-entropy acts as the target functional
(Lamonica et al., 2020):

H= ZZ,,

aj;
Zaulogz(a ) = min, i
ij
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where a!, a — direct cost coefficients of region

ij>
rand country, respectlvely,

x{ — output of industry i of region r;

Yj — proportion of intermediate consumption in

the output of industry j.

The essence of entropy methods is similar to the
RAS procedure, which consists in the adjustment to
known total values in rows and columns with
minimal changes in the table structure.

The method of gravity models is quite popular
for estimating regional export/import values. In
the framework of this approach, the degree of inter-
regional interactions can be characterized by the
distance between regions (the smaller the distance,
the stronger the interaction). This methodology is
used in China (Mi et al., 2018), Brazil (Siroen et
al., 2014), Iran (Tarahomi, Bazzazan, 2021), Japan
(Greaney, Kiyota, 2020) and other countries.

If in interregional models the proportions of the
regional product distribution are set exogenously
(coefficients a 7 and aj; ) then in the case of multi-
regional models the correspondmg indicators must
be measured using calculated values of technological
coefficients and interregional trade. The Moses —
Chenery approach (Zhuoying, 2002) can be applied
to this end. This method is used in this article; thus,
its detailed description is given in the next section.

Russian experience

Russian practice has an experience of compiling
regional tables, but their development was carried
out in a different economic system and based on the
methodology of the balance of national economy
(BNE). So, for 1959, 1966, 1972, 1977, 1982 and
1987, input-output tables were constructed for all
the union republics of the USSR. However, after
the transition to the SNA, statistics authorities no
longer assess regional tables.

After the collapse of the USSR, work on the
creation of regional input-output tables intensified

in the 2000s. Thus, regional balances were

63



Interactions of Regional Economies and Multiplicative Effects...

constructed for the republics of Bashkortostan
(Sayapova, 2004) and Buryatia (Dondokov et
al., 2014), for the Far Eastern Federal District
(Mikheeva, 2005), and for the system of federal
districts of the Russian Federation as a whole
(Zaitseva, 2002; Ershov et al., 2021).

If we talk about the key parameters of the
regional tables, then to calculate the values of
intermediate consumption, the structure of the all-
Russian table was used as an initial approximation,
after which the RAS procedure for balancing
was performed. The import-export values were
determined both by collecting information on
interregional flows from enterprises, and by
applying the basic equation of input-output balance
and further correcting inconsistencies.

Research methodology

To achieve the set goal, it is proposed to modify
the basic formulation of the Moses — Chenery
model by considering “economic” industries
(matrix K) and highlighting imports (column vector
M). Mathematically, this can be described by the
following matrix equation:

KX + M = GAX + GY ,

where X and Y — column vectors (compositions
of vectors X", Y" respectively) of dimension (m X n);
A — quasi-diagonal matrix of dimension
(m X n)x(m X n), the diagonal blocks of which
are regional matrices of direct cost coefficients A”;
G — trading coefficients matrix of dimension
(m X n)x(m X n), consisting of m* diagonal blocks
(Dushenin et al., 2023).

Trading coefficient g;° determines the share of
region r in the internal use of the products of the
i-th industry of region s. The internal use of region
s is understood as the use (output plus import)
minus the export-import balance of a given
region S;:

s
grs = S S
' x; +mi —S7-
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For the economies of two regions (Europe and
Asia), the block matrix model looks like this:

KE 0 XE ME _

(0 KA) xa) Tma) =
GEA\ (4F 0\ (XE . GEE  GEA\ (YE
GAA 0 AA XA GAE GAA YA .

From the constructed Moses — Chenery model,

GEE
= (GAE

it is easy to distinguish the matrices of spatial multi-
pliers of direct and total costs Q and B, respectively,
each of which includes four blocks:

(% %)=
- (3 )= -0

The degree of interdependence and comple-
mentarity of the regions can be viewed from several
angles. First, by the balance of use of products:

KEXE + ME — QEEXE + QEAXA + GEEYE + GEAYA
KAXA + MA — QAEXE + QAAXA + GAEYE + GAAYA

In fact, this means that each region allocates its
resources to its own intermediate and final
consumption, as well as to the intermediate and
final consumption of another region. This allows
determining the “generosity” of the European and
Asian parts of the Russian Federation.

Second, through the balance of product
creation?:

XE+ MF = QFFXE + QFXF + GVAF + MF,
XA+ MA = QFAXM + QMX™ + GVAN + MA.

In fact, this means that the resources of each
region include production costs of all regions,
production activities income (GVA), and imports.
This will determine the “importance” of the
European and Asian parts of the Russian
Federation.

2 GVA — gross value added.
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Table 1. Trading coefficients as of 2019

Europe () Asia (r)
Industry Europe (s) Asia (s) Europe (s) Asia (s)
GEE GEA GAE GAA

Agricultural industry 0.994 0.000 0.006 1.000
Forestry and logging 0.812 0.000 0.188 1.000
Fish farming and fishing 0.520 0.000 0.480 1.000
Coal mining 0.116 0.000 0.884 1.000
0il production 0.594 0.000 0.406 1.000
Gas production 0.265 0.000 0.735 1.000
Extraction of ferrous metal ores 1.000 0.322 0.000 0.678
Extraction of non-ferrous metal ores 0.557 0.000 0.443 1.000
Extraction of other minerals 0.772 0.000 0.228 1.000
Food industry 1.000 0.304 0.000 0.696
Light industry 1.000 0.253 0.000 0.747
Woodworking 0.999 0.000 0.001 1.000
Pulp and paper industry 1.000 0.221 0.000 0.779
Printing and copying 1.000 0.548 0.000 0.452
Coke production 0.936 0.000 0.064 1.000
Production of petroleum products 0.992 0.000 0.008 1.000
Chemical industry 1.000 0.237 0.000 0.763
Other non-metallic mineral products 1.000 0.468 0.000 0.532
Ferrous metals 1.000 0.435 0.000 0.565
Non-ferrous metals 0.728 0.000 0.272 1.000
Production of finished metal products 1.000 0.580 0.000 0.420
Mechanical engineering 1.000 0.277 0.000 0.723
Other productions 1.000 0.018 0.000 0.982
Electricity generation and distribution 0.852 0.000 0.148 1.000
Source: own calculations.

Calculation results

Table 1 shows the values of trading coefficients
for the European and Asian parts of the Russian
Federation. As we see, the Asian part of Russia
supplies itself with almost all types of minerals,
which is confirmed by the single values of g4
coefficients and zero values of gt coefficients for
the respective industries. In addition, for many
types of extractive products, the contributions
of this region to the European part of Russia are
so significant that they approach unity (values of
coefficients g”F). In fact, this situation means that
the Asian part of Russia is characterized by excessive
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output of raw materials and Asia is the only supplier
of raw materials.

Essentially, the reason for such resource
dependence lies in regional specialization due to
geographical location. However, it is important to
consider the directions of using the resources of the
East. For example, Asia’s high contributions of oil
and gas products to Europe are related to the specifics
of registering the results of foreign trade activities
(the main part of oil and gas exports belongs to the
Central Federal District — Moscow). In addition, it is
necessary to point out the refining and petrochemical
specialization of the European part of Russia.
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Table 2. Spatial multipliers of direct costs as of 2019

Europe (s) Asia (s)

Industry Europe (1) Asia () Europe (1) Asia (r)

QEE QEA QAE QAA

Agricultural industry 0.484 0.004 0.041 0.444
Forestry and logging 0.479 0.022 0.026 0.502
Fish farming and fishing 0.388 0.013 0.029 0.376
Coal mining 0.474 0.077 0.025 0.515
Oil production 0.107 0.013 0.004 0.103
Gas production 0.166 0.008 0.003 0.081
Extraction of ferrous metal ores 0.322 0.054 0.017 0.366
Extraction of non-ferrous metal ores 0.402 0.068 0.022 0.445
Extraction of other minerals 0.282 0.047 0.015 0.319
Food industry 0.708 0.010 0.071 0.657
Light industry 0.633 0.003 0.097 0.574
Woodworking 0.593 0.035 0.038 0.650
Pulp and paper industry 0.596 0.015 0.067 0.589
Printing and copying 0.665 0.003 0.138 0.569
Coke production 0.543 0.238 0.010 0.788
Production of petroleum products 0.493 0.215 0.009 0.709
Chemical industry 0.646 0.012 0.089 0.582
Other non-metallic mineral products 0.621 0.044 0.117 0.534
Ferrous metals 0.635 0.094 0.092 0.643
Non-ferrous metals 0.449 0.067 0.066 0.459
Production of finished metal products 0.647 0.032 0.151 0.561
Mechanical engineering 0.701 0.013 0.157 0.569
Other productions 0.595 0.017 0.101 0.535
Electricity generation and distribution 0.629 0.085 0.011 0.655
Gas production and distribution 0.569 0.078 0.010 0.596
Production and distribution of thermal energy 0.648 0.088 0.011 0.685
Water supply, waste collection and disposal 0.589 0.030 0.062 0.560
Construction 0.551 0.014 0.115 0.455
Trade and repair of ATSIM 0.412 0.007 0.011 0.423
Land transport 0.472 0.009 0.015 0.468
Pipeline transport 0.580 0.012 0.019 0.555
Other transport 0.586 0.003 0.015 0.528
Hotels and catering 0.557 0.007 0.066 0.494
Information and communication 0.488 0.001 0.019 0.474
Financial and insurance activities 0.308 0.000 0.004 0.306
Real estate transactions 0.233 0.003 0.010 0.226
Professional, scientific, and technical activities 0.428 0.002 0.031 0.406
Administrative activities and related services 0.264 0.001 0.012 0.250
Public administration 0.369 0.002 0.013 0.352
Education 0.209 0.004 0.009 0.199
Healthcare 0.363 0.003 0.037 0.331
Culture, sports, leisure, entertainment 0.410 0.004 0.019 0.394
Other types of services 0.407 0.002 0.027 0.382
Activities of households 0.000 0.000 0.000 0.000

Source: own calculations.
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However, one should not conclude that the
resource potential of this region plays a crucial
role in the economic development of the entire
system, since the high values of gBF coefficients
for minerals characterize only their absence
in Europe (this may extend to other industries
in other regions). More informative results
were obtained at the end of the study when
the structures of creation and use of a regional
product were analyzed.

Table 2 shows the spatial multipliers of direct
costs (amounts by columns). Let us interpret the
results obtained using the example of the “QOil
production” industry for the European part
of Russia: if the demand for the output of the
corresponding industry for Europe increases by
1 ruble, then intermediate consumption in the
European part of the Russian Federation will
increase by 0.107 rubles (regional multiplier), in
the Asian part of the Russian Federation — by 0.013
rubles (interregional multiplier), in the Russian
Federation in total — by 0.120 rubles (national

multiplier).

Analyzing the spatial multipliers of direct
material costs, one can notice a high share of the
Asian part of Russia in the structure of direct costs
of the European part for the industries “Coke
production” and “Production of petroleum products”.
This is due to Europe’s specialization in the sectors
whose production requires raw materials resources,
which Asia possesses. We also point out a high share
of Europe in the structure of direct costs in Asia
for industries such as “Light industry”, “Chemical
industry”, and others.

Table 3 shows the spatial multipliers of total costs
(amounts by columns). Let us interpret the results
obtained using the example of the “Oil production”
industry for the European part of Russia: if the
demand for final consumption of products of the
corresponding industry for Europe increases by
1 ruble, then material costs in the European part
of the Russian Federation will increase by 0.701
rubles (regional multiplier), in the Asian part of the
Russian Federation — by 0.477 rubles (interregional
multiplier), in total in the Russian Federation —

by 1.178 rubles (national multiplier).

Table 3. Spatial multipliers of total costs as of 2019

Europe (s) Asia (s)

Industry Europe (1) Asia () Europe (1) Asia (r)

BEE BEA BAE BAA

Agricultural industry 1.943 0.056 0.180 1.830
Forestry and logging 1.594 0.469 0.145 1.975
Fish farming and fishing 0.679 0.770 0.061 1.500
Coal mining 0.334 1.682 0.132 1.879
0il production 0.701 0.477 0.021 1.154
Gas production 0.362 0.850 0.017 1.143
Extraction of ferrous metal ores 1.600 0.109 0.584 1.130
Extraction of non-ferrous metal ores 0.980 0.869 0.113 1.751
Extraction of other minerals 1.075 0.413 0.067 1.476
Food industry 2.492 0.061 0.983 1.634
Light industry 2.367 0.046 0.876 1.624
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End of Table 3
Europe (s) Asia ()
Industry Europe (1) Asia () Europe (1) Asia (1)
BEE BEA BAE BAA
Woodworking 2.224 0.138 0.198 2.293
Pulp and paper industry 2.281 0.095 0.732 1.722
Printing and copying 2.462 0.059 1.582 0.980
Coke production 1.613 0.570 0.001 2.213
Production of petroleum products 1.738 0.381 0.053 2.103
Chemical industry 2.402 0.116 0.849 1.717
Other non-metallic mineral products 2.311 0.152 1.291 1.151
Ferrous metals 2.352 0.270 1.233 1.398
Non-ferrous metals 1.467 0.654 0.253 1.883
Production of finished metal products 2.420 0.167 1.629 0.994
Mechanical engineering 2.688 0.108 1.212 1.618
Other productions 2.324 0.098 0.448 2.039
Electricity generation and distribution 1.958 0.551 0.091 2.266
Gas production and distribution 2.219 0.291 0.001 2.283
ePr:g?;;tion and distribution of thermal 9333 0.268 0.087 9348
\é\{g;irszfpply, waste collection and 9 244 0154 0.265 9129
Construction 2177 0.093 0.396 1.896
Trade and repair of ATSIiM 1.761 0.027 0.075 1.735
Land transport 1.895 0.078 0.098 1.862
Pipeline transport 2.104 0.096 0.118 2.023
Other transport 2.190 0.082 0.101 2.027
Hotels and catering 2135 0.045 0.252 1.929
Information and communication 1.946 0.024 0.123 1.855
Financial and insurance activities 1.513 0.009 0.034 1.489
Real estate transactions 1.431 0.028 0.056 1.393
aPCr;JiI/(?Ezisonal, scientific, and technical 1790 0.021 0433 1707
?grr\rlligztrative activities and related 1497 0.023 0.063 1437
Public administration 1.742 0.034 0.097 1.657
Education 1.415 0.029 0.058 1.373
Healthcare 1.765 0.039 0.174 1.641
Culture, sports, leisure, entertainment 1.786 0.038 0.113 1.705
Other types of services 1.771 0.028 0.131 1.666
Activities of households 1.000 0.000 0.000 1.000
Source: own calculations.
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If we analyze the structures of direct and total
costs of the European part of Russia for the “Qil
production” industry, we can see a high share of
Asia in the total costs of Europe and a low share
in direct costs. This is due to the fact that most of
the oil is exported (given the specifics of registering
foreign trade results, such values of the multipliers
are quite logical).

Tables 4 and 5 show the product use balances
for the European and Asian parts of the Russian
Federation, respectively. We interpret the results
obtained using the example of the economy of
the European part of the Russian Federation as
a whole: out of 100% of the products produced
and imported by Europe, 42.8 and 55.4%

are spent within the region on intermediate
and final consumption, while 0.8 and 0.9% go
to meet the corresponding needs of the Asian
part.

Considering the balance of the Asian part, we
see that this economic zone sends about 10.5%
of the produced product to Europe. This is due to
the high level of the raw material base, which
is demonstrated by the importance of Asia’s
interregional influence in the relevant industries.
If we talk about the contribution of the European
part, it is most significant for the industries such
as “Printing and copying”, “Other mineral non-
metallic products” and “Production of finished
metal products”.

Table 4. Balance of use of goods and services in the European part of
the Russian Federation as of 2019, %

Industry IC for Europe IC for Asia FC for Europe FC for Asia
Agricultural industry 62.6 0.0 374 0.0
Forestry and logging 66.0 0.0 34.0 0.0
Fish farming and fishing 61.2 0.0 38.8 0.0
Coal mining 88.8 0.0 11.2 0.0
Qil production 66.1 0.0 33.9 0.0
Gas production 774 0.0 22.6 0.0
Extraction of ferrous metal ores 25.7 3.4 67.4 3.5
Extraction of non-ferrous metal ores 50.8 0.0 49.2 0.0
Extraction of other minerals 68.2 0.0 31.8 0.0
Food industry 24.3 1.2 69.9 46
Light industry 21.0 0.8 74.2 4.0
Woodworking 44.2 0.0 55.8 0.0
Pulp and paper industry 60.9 2.1 35.8 1.3
Printing and copying 89.2 9.0 1.6 0.2
Coke production 65.8 0.0 34.2 0.0
Production of petroleum products 495 0.0 50.5 0.0
Chemical industry 56.8 2.6 39.2 1.4
Other non-metallic mineral products 7.7 10.5 10.8 1.0
Ferrous metals 53.3 5.6 38.6 25
Non-ferrous metals 68.8 0.0 31.2 0.0
Production of finished metal products 59.2 8.0 29.0 3.7
Mechanical engineering 38.8 2.2 54.3 4.7
Other productions 479 0.3 51.6 0.3
Electricity generation and distribution 62.6 0.0 374 0.0
ECONOMY AS A WHOLE 428 0.8 55.4 09
Source: own calculations.
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Table 5. Balance of use of goods and services in the Asian part of the Russian Federation as of 2019, %

Industry IC for Europe IC for Asia FC for Europe FC for Asia
Agricultural industry 2.0 50.5 1.2 46.3
Forestry and logging 23.1 35.3 11.9 29.7
Fish farming and fishing 26.5 1141 16.7 457
Coal mining 33.0 15.3 4.2 47.6
QOil production 18.9 191 9.7 52.3
Gas production 19.9 111 58 63.2
Extraction of ferrous metal ores 0.0 49.0 0.0 51.0
Extraction of non-ferrous metal ores 9.8 91 95 7.5
Extraction of other minerals 18.9 34.0 8.8 38.3
Food industry 0.0 2141 0.0 78.9
Light industry 0.0 174 0.0 82.6
Woodworking 0.1 454 0.1 54.4
Pulp and paper industry 0.0 62.1 0.0 379
Printing and copying 0.0 97.8 0.0 2.2
Coke production 9.8 49.3 5.1 35.9
Production of petroleum products 1.3 48.6 1.3 48.8
Chemical industry 0.0 64.4 0.0 35.6
Other non-metallic mineral products 0.0 91.6 0.0 8.4
Ferrous metals 0.0 68.9 0.0 3141
Non-ferrous metals 26.9 23.8 12.2 37.0
Production of finished metal products 0.0 68.2 0.0 31.8
Mechanical engineering 0.0 32.2 0.0 67.8
Other productions 0.0 50.3 0.0 49.7
Electricity generation and distribution 2.0 50.5 1.2 46.3
ECONOMY AS A WHOLE 15 35.2 3.0 543

Source: own calculations.

Tables 6 and 7 show the balances of products
creation for the European and Asian parts of the
Russian Federation, respectively. Let us interpret
the results obtained using the example of the
economy of the European part of the Russian
Federation as a whole: if we consider the
manufactured and imported product together,
then 100% of its value includes 42.1 and 2.3%
of the material costs of Europe and Asia,
respectively, 45.8% of gross value added and 9.8%
of imports.

The contribution of the Asian part of the
Russian Federation to the European one is quite
high in the structure of use; however, the share of
costs incurred by Asia for Europe in the structure
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of product creation is much lower, which is
comparable with the proportions of production
in the corresponding economic zones. Significant
contributions from the Asian part of the Russian
Federation are observed for the oil refining industry,
metallurgy and energy. Significant contributions
from the European part of the Russian Federation
are typical for the industries such as “Printing and
copying”, “Construction”, “Other mineral non-
metallic products”, “Production of finished metal
products”, etc.

The first calculations based on the two-zone
model of the input-output balance were carried out
at IEIE SB RAS more than 30 years ago. But then
there was another object of research — the country
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Table 6. Balance of creation of goods and services in the European part of
the Russian Federation as of 2019, %

Industry MP from Europe MP from Asia GVA Imports

Agricultural industry 42.0 0.3 471 10.6
Forestry and logging 451 2.0 51.7 1.1

Fish farming and fishing 33.0 1.1 52.5 13.3
Coal mining 36.5 59 34.6 23.1
Qil production 104 1.3 85.1 3.3
Gas production 121 0.6 59.8 27.5
Extraction of ferrous metal ores 30.9 52 59.8 4.1

Extraction of non-ferrous metal ores 34.3 5.7 452 14.8
Extraction of other minerals 27.6 4.6 65.8 2.0
Food industry 63.1 0.9 234 12.5
Light industry 22.4 0.1 13.6 63.9
Woodworking 55.3 3.3 35.2 6.2
Pulp and paper industry 51.0 1.3 30.2 17.5
Printing and copying 65.0 0.3 33.0 1.7
Coke production 53.5 23.4 21.5 1.6
Production of petroleum products 48.1 20.9 28.4 2.6
Chemical industry 431 0.8 22.6 33.5
Other non-metallic mineral products 55.6 4.0 30.5 9.9
Ferrous metals 59.3 8.7 25.3 6.7
Non-ferrous metals 40.5 6.0 43.6 9.9
Production of finished metal products 54.8 2.7 26.7 15.8
Mechanical engineering 38.1 0.7 16.8 444
Other productions 458 1.3 31.6 21.3
Electricity generation and distribution 62.8 8.5 28.6 0.1

Gas production and distribution 56.9 7.8 35.3 0.0
Production and distribution of thermal energy 64.7 8.7 26.5 0.1

Water supply, waste collection and disposal 63.9 3.2 30.5 2.4
Construction 53.2 1.4 42.7 2.8
Trade and repair of ATSiM 414 0.7 57.9 0.0
Land transport 46.5 0.9 51.2 1.4
Pipeline transport 57.3 1.1 40.3 1.3
Other transport 55.0 0.3 38.5 6.2
Hotels and catering b5.2 0.7 43.2 1.0
Information and communication 441 0.1 46.2 9.6
Financial and insurance activities 30.0 0.0 67.2 2.8
Real estate transactions 23.2 0.3 76.2 0.2
Professional, scientific, and technical activities 39.4 0.2 52.6 7.9
Administrative activities and related services 21.2 0.1 58.9 19.8
Public administration 29.3 0.2 70.5 0.0
Education 201 0.4 781 1.4
Healthcare 32.4 0.2 67.2 0.1

Culture, sports, leisure, entertainment 40.8 0.4 58.4 0.4
Other types of services 404 0.2 58.9 0.5
Activities of households 0.0 0.0 100.0 0.0
ECONOMY AS A WHOLE 421 2.3 45.8 9.8

Source: own calculations.
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Table 7. Balance of creation of goods and services in the Asian part of
the Russian Federation as of 2019, %

Industry MP from Europe MP from Asia GVA Imports
Agricultural industry 3.6 38.8 47.6 10.0
Forestry and logging 2.4 47.6 494 0.5
Fish farming and fishing 2.8 36.5 59.5 1.3
Coal mining 2.4 51.0 45.6 1.0
Oil production 0.4 10.2 88.2 1.2
Gas production 0.3 8.1 914 0.2
Extraction of ferrous metal ores 1.7 35.6 59.8 2.8
Extraction of non-ferrous metal ores 2.1 43.1 51.7 3.0
Extraction of other minerals 1.5 31.7 66.2 0.5
Food industry 5.7 53.7 20.6 19.9
Light industry 0.7 4.1 2.5 92.8
Woodworking 3.5 60.8 29.4 6.3
Pulp and paper industry 5.1 46.5 241 24.2
Printing and copying 13.0 54.9 28.6 3.6
Coke production 1.0 779 20.0 1.1
Production of petroleum products 0.8 69.1 27.5 2.6
Chemical industry 4.1 275 15.3 53.1
Other non-metallic mineral products 9.1 4147 27.7 21.6
Ferrous metals 79 55.8 23.0 13.2
Non-ferrous metals 6.2 43.8 453 4.7
Production of finished metal products 7.7 28.8 14.5 491
Mechanical engineering 4.5 16.6 8.6 70.3
Other productions 7.5 40.1 289 234
Electricity generation and distribution 1.1 65.4 33.4 0.1
Gas production and distribution 1.0 59.6 39.3 0.2
Production and distribution of thermal energy 1.1 68.5 30.4 0.1
Water supply, waste collection and disposal 6.6 59.6 29.4 44
Construction 11.0 43.9 42.1 3.0
Trade and repair of ATSiM 1.1 42.7 56.2 0.0
Land transport 1.5 46.5 51.2 0.9
Pipeline transport 1.8 55.1 42.3 0.8
Other transport 1.4 49.0 422 7.4
Hotels and catering 6.5 49.0 43.6 1.0
Information and communication 1.6 40.2 42.9 15.2
Financial and insurance activities 0.4 29.0 65.5 5.1
Real estate transactions 0.9 22.5 76.2 0.3
Professional, scientific, and technical activities 2.7 35.1 48.7 13.5
Administrative activities and related services 1.0 20.2 59.5 19.3
Public administration 1.0 28.0 71.0 0.0
Education 0.9 19.3 78.8 1.0
Healthcare 3.3 29.6 67.1 0.1
Culture, sports, leisure, entertainment 1.9 39.3 58.4 0.5
Other types of services 2.6 38.0 58.7 0.7
Activities of households 0.0 0.0 100.0 0.0
ECONOMY AS A WHOLE 2.7 34.5 54.5 8.3

Source: own calculations.
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in the context of “the RSFSR — the rest of the
USSR”. The composition of the economy reflected
in the input-output tables was also different: only
the branches of the manufacturing sector were
represented; as for intangible services, whose
share in the economy is currently quite large and
continues to grow, there was not even such a thing
as gross output. The industry classifier was also
more aggregated. In this regard, the performed
research has obvious signs of novelty according to
the mentioned criteria.

Conclusion

The quantitative estimates of the interaction
between the European and Asian parts of the
Russian Federation presented in this paper show
that the contribution of Asian regions is most
significant for the products of mining industries.

Due to the fact that the indirect and full costs
consider only those product flows that relate to
intermediate consumption, it seems advisable in
the future to develop the methodology in the
direction of accounting for investment goods. In
addition, in the future, it is planned to attempt to
build regional tables of the use of domestic and
imported goods for more detailed accounting of
intermediate import costs and a deeper assessment
of the impact of foreign trade on the economy of
the regions.

The problem of disaggregating the classifier of
economic activities remains relevant, since the
aggregated representation of industries in input-
output tables contains an implicit hypothesis about
the complete interchangeability of all products
included in one industry. Calculations based on
more detailed tables will allow us to obtain more
reliable indicators of interregional interactions, and
the degree of interdependence of the economies
of the macro regions should increase. These
calculations can be carried out after the Rosstat’s
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promised publication of detailed tables for 2021.

Such tables will make it possible to make the
transition from a two-zone analysis of the economy
to a multi-regional one at a higher level. In addition,
the problem of interregional “supplies” of
services provided by economic entities of one
region to consumers of other regions seems to
be relevant. Including them in the number of
products involved in interregional exchange will
help to carry out a more complete analysis of the
specifics of interregional relations. When making
calculations using a multi-regional model, we find
it most relevant for assessing the role of the Central
Federal District as the main provider of financial,
information and trade services for enterprises and
the population of other districts.

The calculations performed allow us to state that
the relationship between the two macro zones has
the following specifics: the development of the
Asian part of the country has a greater positive
impact on the economy of the European part of
the Russian Federation than the development of
the European part on the Asian economy, since the
range of goods produced in the European part of the
Russian Federation is much wider than in the Asian
part, especially investment goods, in particular
machinery and equipment. Therefore, investments
in the Asian part and the growth of production
here will have a significant indirect impact on the
economy of the European part. This kind of effect
will be even more significant when it is included
in the interregional model of “supply” of services,
for many of which Europe clearly dominates and
actually serves a significant part of their market in
Asia. The further disaggregation of the classifier of
activities presented at the model level will make
it possible to obtain more accurate quantitative
estimates of the interaction features of the two

macro zones.
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Two Approaches to Assessing the Effectiveness of Demographic Policy...

Abstract. Recently, attention to assessing the effectiveness of measures aimed at promoting birth rate has
been increasing. Among these measures, federal maternal (family) capital is, doubtless, the most
significant one; thus, it is necessary to develop methodological approaches so as to assess the impact of
specific demographic policy measures, in particular maternity capital, on birth rate dynamics. The aim of
the study is to design a methodology for evaluating and measuring the effectiveness of federal maternity
capital based on official statistics. The article presents two approaches to the methodology for evaluating
the effectiveness of federal maternal (family) capital: the first is based on current accounting data,
the second is based on census and micro-census data. Within the framework of the first approach, we
consider it necessary to apply age-related birth rates for second births in real generations of women, that
is, attributed to generations rather than calendar years. The second approach is based on the information
about reproductive intentions. In accordance with this information, data on the average expected number
of children, according to the 2015 micro-census, and the average number of children born according to
the results of the 2020 census are compared. The proposed methodology helps to obtain estimates of the
effectiveness of demographic policy measures, taking into account their target orientation (for example,
an increase in the birth rate of a certain order or in women of certain age groups). The approbation of
the proposed approaches on the example of assessing the effectiveness of maternity capital indicates the
expediency of their application. Scientific novelty of our research consists in the convergence of the two
approaches in order to measure the effectiveness of federal maternity capital, and in the methodology for
using more detailed birth rate indicators in assessing demographic policy measures. The approbation of
the approaches has not only analytical capabilities, allowing us to study birth rate in real generations of
women according to the order of births and characterize reproductive attitudes; it also substantiates the
conclusions about the effectiveness of federal maternity capital.

Key words: federal maternity capital, birth rate, second births, “timing” shifts, effectiveness of measures.

Introduction

In modern Russia the demographic crisis is
intensifying due to the second wave of depopulation
that began in 2016—2017 (Ryazantsev, Rybakovsky,
2021), characterized by population decline against the
background of a critically low birth rate. Currently,
despite the implementation of demographic policy,
total fertility rate is not only far from the level of
simple population reproduction (2.12—2.14), but
shows unfavorable dynamics (Fig. 1).

The forecast values of total fertility rate
presented by Rosstat for the foreseeable time

lag look very disappointing, suggesting that the set
national development goals for both 2030 and
2036' will not be achieved (by 2030, the target
value is 1.6 with Rosstat’s most optimistic
upper bound forecast of 1.516% by 2036,
respectively, 1.8 versus 1.675). In this regard,
it is of high practical importance to assess the
effectiveness of government decisions in the field
of fertility®. Back in the late 1990s, a leading
Russian demographer V.A. Borisov proved that
it fertility that plays the main role in population
reproduction®.

' Decree on the national development goals of the Russian Federation for the period up to 2030 and for the future up to
2036. Available at: http://www.kremlin.ru/events/president/news/73986 (accessed: October 9, 2024).

2 Rosstat. Demographic forecast. Available at: https://rosstat.gov.ru/folder/12781 (accessed: October 9, 2024).

3 Increasing birth rate is the main goal of Russia’s demographic policy. Available at: https://vcot.info/blog/povysenie-
rozdaemosti-osnovnaa-cel-demograficeskoj-politiki-rossii (accessed: October 9, 2024).

4 Borisov V.A. (1999). Demography: A Textbook for Universities. Moscow: NOTABENE publishing house.
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Figure 1. Total fertility rate dynamics in Russia in 20062023
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Literature review

Currently, researchers and practitioners pay
great attention to measuring the effectiveness of
demographic policy, in particular those measures
aimed at increasing fertility (Arkhangelskiy et al.,
2016; Rybakovsky, 2016; Slonimchik, Yurko, 2016;
Bulanova, 2022; Rostovskaya et al., 2022; Ageey,
Zolotareva, 2023; Bagirova et al., 2024, etc.).
However, there is no unity in approaches, which gives
us reason to propose our own vision of this issue.

Most studies present a comprehensive approach
to assessing the effectiveness of demographic policy,
and only some cases focus on individual measures.
We should note that an integrated approach is
typical for foreign practice in general, which is
reflected, for example, in the article by C. Adelle
and S. Weiland, which systematizes theoretical
foundations of a methodology for assessing social
policy, of which demographic policy is a part
(Adelle, Weiland, 2012).

A work of A.I. Ageev and O.A. Zolotareva pre-
sents a comprehensive approach to assessing the
effectiveness of demographic policy, which does not

Economic and Social Changes: Facts, Trends, Forecast
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single out the effectiveness of the impact of concrete
decisions adopted (Ageev, Zolotareva, 2023).

An article by M.A. Bulanova evaluates the
effectiveness of demographic policy to promote
fertility (using the example of the Far Eastern
Federal District) and also does not measure the
impact of individual implemented measures on
fertility (Bulanova, 2022).

In the work “Demographic Well-Being of
Russia’s Regions. National Demographic Report
2022” by the team of authors (Rostovskaya et al.,
2022) uses an approach based on an integrated
assessment according to a system of indicators for
monitoring family demographic policy. A compre-
hensive approach to the analysis of demographic
behavior, reflecting the results of the project
“Demographic behavior of the population in the
context of Russia’s national security”, carried out by
a creative team of Russian scientists from academic
institutions and leading universities, supported
by the Russian Science Foundation, is presented
in a number of works by a team of researchers
(Shabunova, Rostovskaya, 2020; Ilyin et al., 2021).
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One of the ways to assess the effectiveness of
demographic policy measures is to analyze the
results of surveys of target groups (Maleva et al.,
2017). Thus, the work of A.P. Bagirova, N.D. Blednova
and A.V. Neshataev is based on the results of a
survey that assesses the impact of parental leave on
fertility, according to parents’ opinions (Bagirova
et al., 2024). In this case, it is proposed to assess
the impact of a specific measure, but rather
narrowly focused. It is important to note that in
modern conditions, the development of the parental
leave system is undoubtedly significant, primarily
in the context of the need to ensure a balanced
combination of professional and household res-
ponsibilities, which helps to alleviate the burden
of work—family balance, which is considered a
factor in fertility reduction (Ekberg et al., 2013;
Gandevani et al., 2014; Nomaguchi, Fettro, 2019).

Among the studies devoted to assessing the
effectiveness of maternity capital, there are also
works whose authors use data from sample surveys
and econometric modeling techniques (Shelkova,
2020). The following works deserve special
attention: 1) F Slonimchik and A.V. Yurko, which
assesses the impact of the maternity capital program
on fertility dynamics based on the “before-after”
and “difference-differences” models; however,
it does not take into account the dependence of
second births on the average number of first births
among real generations of women at a given age,
which makes it possible to more correctly assess
the impact of demographic policy on second births
(Slonimchik, Yurko, 2016; 2) V.N. Arkhangelskiy,
A.E. Ivanova, L.L. Rybakovsky, which, in particular,
provides an approach to assessing individual
measures aimed at increasing fertility, including
federal maternity (family) capital (Arkhangelskiy
et al., 2016). The latter source served as the basis
for a deeper study of the issue of assessing the
effectiveness of the introduction and use of federal
maternity (family) capital in order to increase
fertility.
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A comparative analysis of the studies shows that
their authors use various data sources and methods
of their processing, and indicators reflecting fertility.
However, the debatable question remains, to what
extent are the measures, in particular federal
maternity capital, achieving their goals? Can
we reasonably say that the introduction of this
measure has helped raise the number of second
and subsequent births? Answering these questions
requires using more detailed demographic indi-
cators, including calculations for the real gene-
ration, and an integrated approach to using demo-
graphic statistics based on current accounting of
demographic events and population censuses.

Research methodology

The aim of the study is to develop a methodology
for assessing and measuring the effectiveness of
federal maternity capital based on official statistical
information: according to both current accounting
and population census data.

Assessing the possible impact of demogra-
phic policy measures on fertility dynamics using
statistical information, it is necessary to identify the
influence of this factor as precisely as possible,
eliminating the influence of other determinants.
To some extent, this is possible if the measures
implemented are not focused on all births, but are
differentiated according to order of birth and/or age
of the mother. In this case, with a certain degree
of conditionality, it will be possible to judge the
impact of measures on fertility dynamics related to
the order of birth or the age of the mother that they
are aimed at.

In addition, when assessing the impact of
demographic policy measures on fertility dynamics,
it is possible to focus on the timing, the time interval
between the launch of measures and an increase
in fertility. Almost all measures to increase fertility
are aimed at creating more favorable conditions
for realizing the need for children, rather than
changing the need itself. Experience shows that
in this case people’s reaction in their reproductive

Economic and Social Changes: Facts, Trends, Forecast
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behavior to the implementation of measures occurs
immediately and is not being delayed (meaning that
the beginning of the reaction is not delayed, but it
can, to one degree or another, persist throughout
the period of implementation of the demographic
policy measure). At the same time, it is advisable
to use fertility indicators not only in the whole year,
but also by quarter and month.

When assessing the impact of demographic
policy measures on fertility dynamics, it is important
to determine to what extent this influence affects
only “timing” shifts, i.e. earlier birth of children
(at a younger age, with a shorter interval after
marriage (first child) or the birth of a previous
child), and to what extent — on increasing the
total number of children born in real generations
of women.

The methodology we propose for measuring the
effectiveness of federal maternal (family) capital for
the second or subsequent child is based on the
consideration of two types of data (according
to which two approaches to such performance
measurement are defined): current accounting and
data from censuses and micro-censuses.

The advantage of the assessment based on
current accounting data (the first approach) is that
it allows for annual monitoring of the situation,
which made it possible, using statistical and
demographic analysis methods, in particular, the
analysis of age-specific fertility rates for second
births in real generations of women, to identify the
above-mentioned “timing” shifts and substantiate
them. Data from censuses and micro-censuses
(the second approach) provide information about
reproductive intentions and their determinants. In
fact, this is a value-based approach, which is no
less important for measuring the effectiveness of
federal maternal (family) capital for the second
or subsequent child, as it provides an opportunity
to get the opinion of the population directly on
the importance of certain measures. Thus, the
complexity of the approaches allows us to more fully
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characterize the consequences of the introduction
of such a demographic policy measure as federal
maternity capital.

We should note that we calculated all fertility
rates (the first approach) taking into account the
data from the 2020 census.

Measuring the effectiveness of federal maternal
(family) capital for the second or subsequent child
according to current statistics (the first approach)

Among the demographic policy measures
implemented in Russia, federal maternal (family)
capital is not just a significant, but a critically
important one (Elizarov, Dzhanaeva, 2020).
It was introduced on January 1, 2007 in accordance
with Federal Law 256-FZ, dated December 29,
2006 “On additional measures of state support for
families with children”.

A steady significant increase in the number of
births in 2007 compared to 2006 began in July and
was greatest in October — December (in January the
increase was 5.5%; in February — 3.6%; in March —
3.8%; in April — 4.4%; in May — 9.2%; in June —
3.1%; in July — 10.6%; in August — 9.6%; in Septem-
ber — 10.0%; in October — 14.3%; in November —
15.7%; in December — 16.4%).

It would seem that there is no reason to associate
a significant increase in the number of births in
July — September 2007 with the launch of measures
to support families with children on January 1.
However, we should point out that Russian President
Vladimir Putin announced the introduction of these
measures as of January 1, 2007 in his Address to the
Federal Assembly of the Russian Federation on May
10, 2006. That is, families who expected the birth
of a child knew about these measures in advance.
It is possible that some women, after waiting for
confirmation of the implementation of new
measures to support families with children in early
January 2007, did not terminate their pregnancy (it
was too late for those who gave birth before June
2007 to decide whether or not to continue their
pregnancy in early 2007).
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Table 1. Total fertility rate by birth order in Russia in 1999-2023 (based on 2020 census data)

Year First Second Third Fourth Fifth and subsequent
1999 0.679 0.344 0.087 0.026 0.018
2000 0.706 0.357 0.089 0.024 0.017
2001 0.718 0.369 0.090 0.026 0.017
2002 0.744 0.396 0.099 0.027 0.018
2003 0.758 0.412 0.102 0.028 0.018
2004 0.757 0.413 0.102 0.028 0.017
2005 0.728 0.398 0.098 0.027 0.016
2006 0.738 0.401 0.098 0.026 0.015
2007 0.742 0.469 0.123 0.033 0.019
2008 0.767 0.506 0.140 0.036 0.020
2009 0.800 0.535 0.147 0.038 0.021
2010 0.784 0.565 0.156 0.040 0.021
2011 0.779 0.573 0.164 0.041 0.022
2012 0.807 0.618 0.188 0.047 0.025
2013 0.807 0.621 0.197 0.048 0.025
2014 0.783 0.644 0.207 0.052 0.027
2015 0.781 0.682 0.217 0.055 0.028
2016 0.756 0.679 0.222 0.057 0.029
2017 0.696 0.597 0.219 0.058 0.030
2018 0.654 0.574 0.227 0.065 0.035
2019 0.626 0.523 0.225 0.068 0.036
2020 0.611 0.514 0.237 0.073 0.040
2021 0.593 0.513 0.245 0.077 0.042
2022 0.595 0.462 0.237 0.079 0.043
2023 0.597 0.441 0.240 0.087 0.045
Source: own calculation using Rosstat data.

Federal maternity (family) capital was initially
provided at the birth of a second or subsequent
(if not previously received) child. In 2020 it began
to be provided at the birth of the first child.
Therefore, to assess its impact on fertility dynamics,
it is possible and advisable to use indicators
differentiated by birth order, primarily total fertility
rate (Tab. 1).

Total fertility rate for second births in 2007
increased by 0.068 compared to 2006. This is
significantly more than in previous years (before
2007, the largest increase was in 2002 — by 0.027).
The increase in this indicator was only slightly
higher in 2000—2004 (by 0.069).

Total fertility rate for third and subsequent births
increased by 0.036 in 2007 (for comparison, the
overall increase in 2000—2003 was only 0.017; the
indicator decreased in 2004—2006).

82 Volume 17, Issue 6,

Thus, first, there is a coincidence in the timing
of the start of the provision of federal maternal
(family) capital and a significant increase in the
total fertility rate for a second, third and subsequent
births. Second, if the increase in fertility had been
due to some other factors other than the beginning
of the implementation of this measure, it would
probably have manifested itself in relation to the first
births. However, the increase in the total fertility rate
for first births in 2007 was quite small (by 0.004).
A significant increase in this indicator in 2008
(by 0.025) and 2009 (by 0.033) was probably due
to a significant increase in marriage rates in 2007:
total marriage rate increased by 12.8% (the largest
increase since the early 1960s); the number of first
marriages in women increased by 12.4%; marriage
rate in women in the 18—24 age group increased
by 9.2%, in the 25—34 age group — by 18.4%.
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Continuous increase in the total fertility rate for
second births in the period up to 2015 suggests that
there was at least no priority effect of “timing” shifts
on a significant increase in this indicator at the
beginning of the implementation of the federal
maternal (family) capital program. If they were
present, then a “timing” gap would be inevitable
after them, i.e. a significant decrease in the indicator
due to the fact that children who could have been
born in subsequent years were already born earlier.

Apparently, there were “timing” shifts in second
births in 2015 and, probably, in 2016 due to the
approaching the deadline originally set for the
implementation of the federal maternity (family)
capital program (until the end of 2016). In this case,
there was a “timing” gap after them.

The use of fertility rates for real generations of
women allows for a more accurate assessment of the
presence or absence of “timing” shifts. However,
this assessment is not given due attention, and

the researchers’ conclusions are mainly based
on analyzing total fertility rate by birth order
(Bulanova, 2022).

First of all, it is possible to analyze age-specific
fertility rates (in this case, by second births) in real
generations of women and assess in which
generations and at which ages an increase was
recorded compared to the coefficients at the
same ages in previous generations. If there was
an increase, but at older ages, then in the same
generations the coefficients were lower than in
previous generations, then there is reason to talk
about “timing” shifts.

Starting from the generation of women born in
1975, we can probably talk about a significant
increase (compared with the previous generation)
in fertility rate for second births at the age at which
women were in 2007, with the beginning of the
provision of federal maternity (family) capital
(Tab. 2).

Table 2. Dynamics (compared with the previous generation) of age coefficients for second births in 2007,
before and after 2007 in Russia in generations of women born in 1972-1983, percentage points

Year of _ Increa_se in fertility rate for_ The largest i_ncrease (compar_ed Depline (compgred \_/vith the
birth of Age in second b|rths.at the age at which to the previous generatpn) in previous generatlgn) in fertility
women 2007 women were |n. 2007, compared fertility rate for.second births at rate for segond births at older
with the previous generation younger ages (i.e. before 2007) ages (i.e. after 2007)
1972 35 2.7 2.4 (30 years) yes
1973 34 2.9 2.2 (29 years) no
1974 33 4.0 3.3 (28 years) no
1975 32 3.9 1.9 (27 years) -0.1 (36 years)
1976 31 55 1.4 (26 years) -0.1 (35 years)
1977 30 4.6 0.8 (25 years) no
1978 29 54 0.9 (24 years) -0.5 (39 years)
-0.1 (34 years); -1.1 (38 years);
1979 28 5.3 1.1 (23 years) ( _"0_3 (;9 year(s) years)
-1.2 (31 years); -0.9 (33 years);
-0.2 (34 years); -0.5 (36 years);
1980 27 45 no -2.0 E37 §ears;; -0.8 238 iears;;
-0.8 (39 years)
-0.7 (30 years); -0.1 (32 years);
1981 26 4.6 0.2 (21 years) -2.0 (36 years); -0.5 (37 years);
-0.5 (38 years)
1982 25 3.9 0.1 (20 years) -2.2 (35 years); -0.4 (37 years)
-3.6 (34 years); -0.6 (35 years);
1983 24 3.3 no -0.9 (36 years); -0.4 (37 years);
-0.3 (39 years)
Source: own calculation using Rosstat data.
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In the generations of women born in 1972—
1974 the increase in fertility rate for second births
was relatively close to the one in 2007 and five
years earlier (in 2002), while starting from the
generation born in 1975 there was no increase
in younger ages that was close in magnitude to
the one in 2007. Here, with a high degree of
confidence, we can talk about the impact of the
beginning of the provision of federal maternity
(family) capital in 2007. Probably, there were no
“timing” shifts in these generations, because at
older ages, first, there was either no decrease in
fertility rate for second births (compared with
older generations), or it was very small; second, it
was recorded only in certain ages (in generations
born in 1975, 1976, and 1978 — in one age group;
in the generation born in 1979 — in three age
groups); third, it was relatively far from the age
of a significant increase in the indicator (in the

generations born in 1975 and 1976 — after four
years; in the generation born in 1979 — after six
years; in the generation born in 1978 — after ten
years; see Tab. 2).

Perhaps, in the generation of women born in
1980 there could be small “timing” shifts in second
births. The first (after a significant increase)
decrease in fertility rate for second births was
recorded at the age of 31 in 2011 (i.e., four years
after the increase in 2007) and then at almost all
ages, starting at 33. Small “timing” shifts in second
births could also occur in the generation of women
born in 1981.

However, with regard to the generations born in
1982 and 1983, there is less reason to talk about
“timing” shifts in the increase in fertility rate for
second births in 2007, since the first decrease,
although relatively significant, took place only 10
years later.

Table 3. Increase (compared with the previous generation) in the age coefficients for second births
in 2015 in Russia in the generations of women born in 1984-1995, percentage points

Year of birth | Agein gir;?hlsn(;Eetizee:gefZ;tiil\;th};crt?t\?v:;:es:(\)A(l)enr(; Decline (compared with the previous generation) in fertility rate
of women 2015 in 2015 for second births at older ages
-5.5 (33 years); -1.3 (34 years 35 years); -0.9 (36 years);
1984 31 28 ( ! -0.7 ((38 years)) 0 1 ((39 years)) ( !
1985 30 93 -0.8 (31 years); -7.3 (32 years); -2.1 (33 years); -2.9 (34 years);
-1.4 (35 years); -0.3 (36 years); -1.4 (37 years); -0.4 (38 years)
1986 29 30 -0.7 (30 years); -8.1 (31 years); -2.5 (32 years); -3.2 (33 years);
-1.5 (34 years); -0.4 (35 years); -1.7 (36 years); -0.5 (37 years)
1987 28 5.6 -5.8 (30 years); -2.0 (32 years); -0.6 (35 years)
1988 97 29 -0.6 (28 years); -8.7 (29 years); -1.7 (30 years); -4.3 (31 years);
-0.9 (32 years)); -0.1 (33 years); -2.5 (34 years); -0.7 (35 years)
1989 26 13 -1.5 (27 years); -9.0 (28 years); -2.9 (29 years); -5.9 (30 years);
-2.1 (31 years); -1.3 (32 years); -3.6 (33 years); -1.3 (34 years)
1990 05 16 -2.1 (26 years); -8.5 (27 years); -3.0 (28 years); -6.0 (29 years);
-2.3 (30 years); -1.4 (31 years); -4.1 (32 years); -1.8 (33 years)
1991 24 24 -0.8 (25 years); -4.9 (26 years); -0.4 (27 years); -3.8 (28 years);
-0.4 (29 years); -2.7 (31 years); -0.7 (32 years)
-3.3 (25 years); -0.2 (26 years); -3.2 (27 years); -2.8 (30 years);
1992 23 25 2oy ( -y0.4 (;1 year(s) vears) 0yeers)
1993 99 11 -1.1 (23 years); -3.3 (24 years); -0.9 (25 years); -3.5 (26 years);
-0.3 (27 years); -0.4 (28 years); -4.7 (29 years); -1.7 (30 years)
1994 91 10 -0.8 (22 years); -1.6 (23 years); -2.2 (25 years); -2.6 (28 years);
-0.6 (29 years)
1995 20 0.6 -0.8 (21 years); -1.4 (22 years); -1.6 (23 years); -3.1 (24 years);
-0.1 (26 years); -5.0 (27 years); -2.3 (28 years)
Source: own calculation using Rosstat data.
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In older generations, there was a significant
increase in fertility rate for second births in 2015,
due to the approaching completion of the originally
established term of the federal (maternal) family
capital program (until the end of 2016) (7ab. 3).

Beginning from the generation of women born
in 1984, the increase (compared to the previous
generation at the same age) in fertility rate for
second births in 2015 was higher than in 2007. And
if, after the increase in 2007, there was no significant
decrease in older ages in the same generation (i.e.,
if there were “timing” shifts, they were relatively
insignificant), then after its increase in 2015 there
was a significant decrease in older ages. This
suggests a significant impact of “timing” shifts on
the increase in fertility rate for second births in
2015 and the inevitable “timing” failure after that
(which is largely due to the decrease in fertility rates
for second births at older ages in this generation
compared to the previous generation). Moreover,
this decrease was most significant not at the next
age (respectively, in 2016), but at the age at which
women of this generation were in 2017. It is likely
that the continued “timing” shifts still had a positive
impact in some months of 2016 (see Tab. 3).

To assess the impact of federal maternal (family)
capital on fertility rates in real generations of women,
it is also advisable to use the average number of
second births in certain age periods (7ab. 4), as well
as by one age or another. To calculate this indicator,
age-specific fertility rates are summed up within a
generation (followed by division by 1000), and not
within a calendar year, as when calculating total
fertility rate.

A relatively significant increase in the average
number of second births during the period when the
federal maternal (family) capital program was
launched (2007) can probably be noticed in relation
to the generations of women born in 1973—1974 and
especially in 1975. In the age range of 32—34 years
the average number of second births (1973—1974
years of birth — 0.07; 1975 year of birth — 0.08) is
higher than in older generations (1970—1972 years
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of birth — 0.06; 1968—1969 years of birth — 0.05).
At the same time, in the next age range of 35—37
years the average number of second births is higher
than in older generations. That is, it is likely that the
increase in the indicator in 2007 was not related to
“timing” shifts.

To an even greater extent, the impact of the
beginning of implementation of federal maternal
(family) capital probably manifested itself in the
generations of women born in 1976—1978. In the
age range of 29—31 years the average number of
second births in each one-year generation increased
and was higher than in the generations born in
1972—1975 (0.09): in those born in 1976 — 0.10;
1977 — 0.11; 1978 — 0.12. Compared to previous
generations, it was also higher at older ages.

To a lesser extent there was an increase in the
average number of second births among women
born in 1979—1981 in the age range of 26—28 years.

In anticipation of the approach of the originally
set deadline for the completion of the federal
maternal (family) capital program (by the end of
2016), there was also a significant increase in
fertility rate for second births in 2015. The estimates
given above indicate that, unlike in 2007, “timing”
shifts could have been more pronounced here.

The generation of women born in 1985 has the
highest average number of second births in the age
range of 29—31 years (0.15). However, at older ages
in this generation the rate is lower than in the
generations born in 1978—1984.

Women born in 1987—1989 have the highest
average number of second births (compared to
previous and subsequent generations) in the age
range of 26—28 years. However, in older ages, on
the contrary, it is less: 29—31 years old — 0.15 in the
generation born in 1983, 0.14 in the generations born
in 1986—1987, 0.12 in the generation born in 1988,
0.11 in the generation born in 1989; at the age of
32—34 — 0.11 in the generations born in 1982 and
1983, 0.10 in the generation born in 1984, 0.09 in the
generation born in 1985, 0.08 in the generations born
in 1986—1988, 0.07 in the generation born in 1989.
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Table 4. Average number of second births by age range in Russia
in generations of women born in 19651995 (per woman)

Year of birth of Age (years)
women 15-17 | 18-19 | 20-22 | 23-25 | 26-28 | 29-31 | 32-34 | 35-37 | 38-40 | 41-43 | 44-46 | 47-49

1965 0.00 0.01 0.13 0.19 0.11 0.06 0.04 0.02 0.01 0.00 0.00 0.00
1966 0.00 0.02 0.13 0.17 0.10 0.07 0.04 0.02 0.01 0.00 0.00 0.00
1967 0.00 0.02 0.13 0.15 0.10 0.07 0.04 0.03 0.01 0.00 0.00 0.00
1968 0.00 0.02 0.12 0.13 0.10 0.07 0.05 0.03 0.01 0.00 0.00 0.00
1969 0.00 0.02 0.1 0.12 0.10 0.07 0.05 0.03 0.02 0.01 0.00 0.00
1970 0.00 0.02 0.09 0.11 0.09 0.07 0.06 0.03 0.02 0.01 0.00 0.00
1971 0.00 0.02 0.08 0.10 0.09 0.08 0.06 0.04 0.02 0.01 0.00 0.00
1972 0.00 0.02 0.07 0.09 0.09 0.09 0.06 0.04 0.02 0.01 0.00 0.00
1973 0.00 0.02 0.07 0.09 0.09 0.09 0.07 0.05 0.02 0.01 0.00 0.00
1974 0.00 0.01 0.06 0.08 0.10 0.09 0.07 0.05 0.02 0.01 0.00 0.00
1975 0.00 0.01 0.06 0.08 0.10 0.09 0.08 0.05 0.03 0.01 0.00 -
1976 0.00 0.01 0.05 0.08 0.10 0.10 0.09 0.06 0.03 0.01 0.00 -
1977 0.00 0.01 0.05 0.08 0.10 0.11 0.09 0.06 0.03 0.01 0.00 -
1978 0.00 0.01 0.05 0.08 0.10 012 0.10 0.06 0.03 0.01 - -
1979 0.00 0.01 0.04 0.08 0.10 0.12 0.10 0.06 0.03 0.01 - -
1980 0.00 0.01 0.04 0.07 0.11 0.12 0.10 0.06 0.02 0.01 - -
1981 0.00 0.01 0.04 0.07 0.11 0.13 0.10 0.06 0.02 - - -
1982 0.00 0.01 0.04 0.07 0.12 0.14 0.11 0.06 0.02 - - -
1983 0.00 0.01 0.04 0.08 0.12 0.14 0.11 0.06 0.02 - - -
1984 0.00 0.01 0.04 0.08 0.13 0.14 0.10 0.05 - - - -
1985 0.00 0.01 0.04 0.08 0.13 0.15 0.09 0.05 - - - -
1986 0.00 0.01 0.04 0.08 0.13 0.14 0.08 0.05 - - - -
1987 0.00 0.01 0.04 0.09 0.14 0.14 0.08 - - - - -
1988 0.00 0.01 0.04 0.09 0.14 0.12 0.08 - - - - -
1989 0.00 0.01 0.04 0.09 0.14 0.11 0.07 - - - - -
1990 0.00 0.01 0.05 0.10 0.12 0.10 - - - - - -
1991 0.00 0.01 0.05 0.10 0.1 0.10 - - - - - -
1992 0.00 0.01 0.05 0.10 0.1 0.10 - - - - - -
1993 0.00 0.01 0.06 0.09 0.1 - - - - - - -
1994 0.00 0.01 0.06 0.09 0.1 - - - - - - -
1995 0.00 0.01 0.06 0.08 0.10 - - - - - - -

Age groups in the generations that include births in 2007 are highlighted in bold; age groups that include births in 2015 are highlighted

in italics.

Source: own calculation using Rosstat data.

In the generations of women born in 1990—
1992 the average number of second births in
the age range of 23—25 years is the largest
since the generation born in 1972. However, at
the age of 26—28 it is lower than in the gene-
rations born in 1984—1989, and at the age of
29—31 it is lower than in the generations born
in 1977—1989.
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The generations of women born in 1993—1995
have the highest average number of second births in
the age range of 20—22 years, starting with the
generation born in 1976. However, in the age range
of 23—25 years it is lower than in the generations
born in 1990—1992. In the age range of 26—28 years
it is lower than in the generations born in 1982—
1990 (see Tab. 4).
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Thus, an analysis of the average number of
second births by age range in women’s generations
shows the following: if the increase in fertility rate
for second births in 2007 was practically not
associated with “timing” shifts, then with a
significant increase in 2015 such shifts probably
took place.

To assess changes in fertility rates for second
births in real generations of women it is advisable to
use not only the average number of second births,

but also the proportion of those who gave birth to a
second child among those who gave birth to their
first child (7ab. 5). It is calculated as the average
number of second births divided by the average
number of first births. The quotient of the division
is multiplied by 100, i.e. the indicator is calculated
in %. Unlike the average number of second births,
this indicator does not depend on the average
number of first births and therefore makes it more
accurate to assess the impact of demographic policy

Table 5. Average number of second births and the proportion of those who gave
birth to a second child among those who gave birth to the first child by a certain age
in Russia in generations of women born in 1965-1995 (per woman)

Year of birth of Average number of second births (per woman) P;orgg:]téotr:]glghvssg \g:\;)egba}\r/tf; t;lorttt:uteofi?sieccr?iIndd(g/:];ld
women 25 | 30 | 35 | 40 | 45 | 50 | 25 30 35 40 45 50
1965 028 | 047 | 054 | 057 | 0.57 | 057 374 53.8 59.9 62.0 62.4 62.4
1966 027 | 044 | 052 | 055 | 0.56 | 0.56 35.8 50.9 57.4 60.0 60.5 60.5
1967 025 | 041 | 050 | 053 | 054 | 054 | 334 478 55.0 57.9 58.6 58.6
1968 023 | 039 | 048 | 052 | 0.53 | 0.53 30.7 45.0 52.9 56.4 57.2 57.2
1969 0.21 0.37 | 047 | 0.51 052 | 0.52 28.0 42.7 51.4 55.2 56.1 56.1
1970 019 | 0.34 | 045 | 049 | 0.50 | 0.50 255 39.8 49.3 53.5 54.5 54.5
1971 017 | 0.32 | 043 | 0.49 | 0.50 | 0.50 23.6 379 48.3 53.2 54.2 54.2
1972 015 | 0.30 | 042 | 048 | 050 | 050 | 22.2 36.7 481 53.7 54.8 54.9
1973 014 | 029 | 042 | 048 | 050 | 050 | 21.2 36.2 483 54.5 55.7 55.7
1974 013 | 0.29 | 043 | 050 | 0.51 0.51 204 36.0 48.9 55.6 56.8 56.9
1975 012 | 029 | 043 | 050 | 052 - 19.8 35.9 497 56.7 57.9 -
1976 0.12 | 028 | 043 | 051 | 052 - 19.2 35.4 50.6 57.9 59.1 -
1977 011 | 027 | 044 | 052 | 053 - 18.8 35.1 51.6 59.4 60.6 -
1978 011 | 027 | 045 | 053 | 054 | - 18.7 35.4 52.8 60.6 61.8 -
1979 010 | 027 | 045 | 0.54 | 0.55 - 18.6 359 53.8 61.6 62.7 -
1980 010 | 0.27 | 045 | 0.53 - - 18.1 36.3 54.6 62.0 - -
1981 0.09 | 028 | 046 | 0.54 - - 17.7 37.2 56.0 63.1 - -
1982 0.09 | 028 | 048 | 0.56 - - 17.5 38.2 57.9 64.7 - -
1983 0.09 | 029 | 049 | 057 - - 18.1 39.7 59.6 66.1 - -
1984 0.09 | 0.30 | 050 | 0.57 - - 19.1 41.0 60.5 66.7 - -
1985 0.09 | 030 | 0.49 - - - 19.9 421 60.6 - - -
1986 0.10 | 0.31 | 0.49 - - - 20.9 436 60.0 - - -
1987 0.10 | 0.34 | 0.50 - - - 22.2 46.0 61.3 - - -
1988 0.11 0.33 | 049 - - - 23.6 46.5 61.0 - - -
1989 011 | 032 | 047 | - - - 24.7 46.9 60.3 - - -
1990 0.11 | 031 - - - - 26.3 471 - - - -
1991 012 | 0.31 - - - - 28.4 47.6 - - - -
1992 0.13 | 0.31 - - - - 30.4 48.8 - - - -
1993 0.13 | 0.30 - - - - 31.6 49.0 - - - -
1994 013 | 030 | - - - - 32.0 48.8 - - - -
1995 0.12 - - - - - 32.4 - - - - -
Source: own calculation using Rosstat data.
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on second births. It can only be used to characterize
fertility rate for second births in real generations for
a particular age of women and cannot be used to
characterize fertility rate in the age range due to the
incompatibility of the numerator and denominator,
i.e. it is very likely that the second and first births in
a given woman were not in the same age range.

The average number of second births decreased
in the generations of women born in the second half
of the 1960s and early 1970s.

The proportion of those who gave birth to a
second child among those who gave birth to the
first child increases slightly in the generation born
in 1972 by the age of 40, 45 and 50 years. To some
extent, this may be due to the beginning of the
provision of federal maternity (family) capital.
The women of this generation were 35 years old in
2007. This increase was even more pronounced in
the generation born in 1973. At the same time, the
proportion of those who gave birth to a second child
among those who gave birth to their first child by the
age of 35 increased slightly (in 2007, women of this
generation were 34 years old).

For women born in 1974, the average number of
second births increased slightly by the age of 35,
40, 45, and 50. The increase continued in the
generations born in 1975 and 1976. If the average
number of second births was small, then the
proportion of those who gave birth to a second child
among those who gave birth to the first child was
more significant. The increase in these indicators
was even more significant in the generation of
women born in 1977.

Among women born in 1978, 1979 and 1980 the
proportion of those who gave birth to a second child
among those who gave birth to the first child
increased slightly by the age of 30 (in 2007 they
were, respectively, 29, 28 and 27 years old).

Since the generation born in 1981, there has
been a more significant increase in the rates of
second births. Among women born in 1983 there is
a slightly higher proportion of those who have given
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birth to a second child among those who have given
birth to the first child by the age of 25 (in 2007
they were 24 years old). The increase in indicators
continues in the generation born in 1984, although
the increase in the proportion of those who gave
birth to a second child among those who gave birth
to the first child by the age of 35 and 40 is less than
in older generations.

Among women born in 1986, the proportion of
those who gave birth to a second child among those
who gave birth to the first child by the age of 25 and
30 is significantly higher than in older generations,
but by the age of 35 it is lower than in the
generations born in 1984 and 1985. However, in the
generation born in 1987 this figure is higher than in
older generations, and by the age of 35, too.

But in the next generation (born in 1988) by the
age of 35 the proportion of those who gave birth to
a second child among those who gave birth to the
first child is slightly lower than that in women born
in 1987. The average number of second births by the
age of 30 and 35 is also lower. It is even lower in the
generation born in 1989, but the proportion of those
who gave birth to a second child among those who
gave birth to the first child is lower only by the age
of 35, and by the age of 25 and 30 it is higher than
in previous generations. Probably, this can reflect
“timing” shifts.

In the generations of women born in the first
half of the 1990s, the average number of second
births continues to decrease by the age of 30, but the
proportion of those who gave birth to a second child
among those who gave birth to the first child by this
age rises to the generation born in 1993, and only
among women born in 1994 it is slightly lower.

Based on the analysis of the dynamics of
different fertility rates for second births, we can say
that the provision of federal maternity (family)
capital contributed to an increase in fertility rates
for second and subsequent births. It occurred
both in calendar indicators (total and age-specific
fertility rates for the second, third and subsequent
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births) and in real generations of women. The
increase in fertility rate for second births in 2007,
i.e. at the beginning of the maternity capital prog-
ram, was most likely not accompanied by “timing”
shifts (i.e. there were probably cases of an earlier
birth of a second child, but at the level of statistical
indicators they were compensated by the realization
of previously postponed births). There is a high
probability that “timing” shifts will affect the
change in indicators in 2015 and, apparently, in the
first half of 2016, i.e. on the eve of the originally set
deadline for the completion of the federal maternity
(family) capital program. A more correct assessment
for real generations is provided by an analysis of the

change in the proportion of those who gave birth
to a second child among those who gave birth to
the first child. This indicator does not depend on
the average number of first births, which decreases
in younger generations, thereby contributing to a
decrease in the average number of second births.

Measuring the effectiveness of federal maternal
(family) capital for the second or subsequent child
according to census and micro-census data (the
second approach)

Fertility rate varies significantly by region (Fig. 2);
this is determined both by the specifics of regional
demographic measures (for example, the presence
and size of regional maternity capital, which is

Figure 2. Total fertility rate in the regions of Russia in 2022
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Source: Rosstat.
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absent in some regions of the country) and by socio-
economic development of constituent entities of
the Russian Federation themselves (Rostovskaya et
al., 2023).

Considering the task of achieving fertility
targets, it is important to note that the data from
the population’s micro-census on reproductive
attitudes provide grounds for forecasting the average
number of children born in real generations. Based
on such a forecast, a forecast of total fertility rate
can be made. Using such a forecast, it is possible
to assess the achievability of the set targets for the
indicator. If the forecast indicators turn out to be
less than the targets, then based on the magnitude
of the difference between them it can be judged how
significant additional demographic policy measures
aimed at increasing the birth rate should be.

Unfortunately, the forecasting possibilities of
using the results of research on reproductive
intentions have so far been very rarely analyzed, at
least in Russia. Here we can highlight, first of all,
the article by E.M. Andreev and G.A. Bondarskaya
“Is it possible to use data on the expected number
of children in the population forecast?” published in
the journal Voprosy statistiki (Andreev, Bondarskaya,
2000), as well as an earlier work by V.A. Belova,
G.A. Bondarskaya, A.G. Vishnevsky, L.E. Darsky
and R.I. Sifman “How many children will there be
in a Soviet family (survey results)”>. We should note
that in foreign practice, when developing fertility
scenarios for demographic forecasts, the results
of systematically conducted surveys of women
about the expected number of children are used
(Predicting Fertility..., 1981); moreover, the first
tests of this approach date back to the late 1940s
(Whelpton et al., 1966).

In our study, in order to assess the predictive
possibilities of information about reproductive
intentions, we compared data on the average

expected number of children according to the 2015
population micro-census and the average number
of children born according to the 2020 population
census. Taking into account the interval between
the micro-census and the population census and the
expediency of considering the average number of
children born in generations close to the end of the
reproductive period (otherwise, one could say that
reproductive intentions had not yet been realized
at the time of the population census, but would be
realized later), the average numbers of children born
in the 2020 population census are compared across
constituent entities of the Russian Federation in the
generations of 40—44-year-old and 45—49-year-
old women with an average expected number of
children according to the 2015 population micro-
census in generations, respectively, of 35—39-year-
old and 40—44-year-old (at the time of the micro-
census) women (Appendix).

From the point of view of assessing the
implementation of reproductive intentions expres-
sed by the expected number of children (according
to the responses to the question “How many
children (including existing ones) are you going to
have?”), we should note that even in 40—44-year-
old women (at the time of the 2015 micro-census) it
is higher than the average number of children born
to 45—49-year-old women according to the 2020
census. Of course, it should be borne in mind that
these two sets of women are not quite comparable,
since only 1.5% of the population participated in
the micro-census.

In Russia as a whole the difference between the
average expected number of children in 40—44-year-
old women according to the 2015 micro-census and
the average number of children born to 45—49-year-
old women according to the 2020 census is 0.11.
The largest difference between them was observed
in the Republic of North Ossetia—Alania (0.31)

> Belova V.A., Bondarskaya G.A., Vishnevsky A.G., Darsky L.E., Sifman R.I. (1977). How Many Children Will There Be
in a Soviet Family (Survey Results). Moscow: Statistika. 104 p. Available at: https://www.demoscope.ru/weekly/knigi/IDEM _

library/book074.php (accessed: October 9, 2024).
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and the Karachay-Cherkess Republic (0.26). In
one region it is 0.18, in four — 0.17, in two — 0.15,
in ten — 0.14, in three — 0.13, in four — 0.12, in
seven — 0.11, in six — 0.10, in nine — 0.09, in five
—0.08, in six — 0.07, in one — 0.06, in six — 0.05,
in four — 0.04, in two — 0.03, in three — 0.02. In
the Bryansk, Kurgan, Penza and Pskov regions,
and in the Yamal-Nenets Autonomous Area these
indicators coincide. In the republics of Altai, Mari
El and Udmurtia, and in the Kostroma region,
on the contrary, the average expected number of
children according to the 2015 population micro-
census is less than the average number of children
born according to the 2020 population census.

The difference between the average expected
number of children in 35—39-year-old women
according to the 2015 micro-census and the average
number of children born to 40—44-year-old women
according to the 2020 census is 0.13 in Russia as
a whole. The largest difference between them is
observed in the republics of Chechnya (0.37),
North Ossetia—Alania (0.32), Kabardino-Balkaria
(0.31), Ingushetia (0.26), Bashkortostan (0.24)
and Karachay-Cherkessia (0.23), in the Stavropol
Territory (0.21), in the Murmansk (0.21) and
Tula (0.21) regions, in the Chukotka Autonomous
Area (0.25). In two regions it is 0.20, in two — 0.19,
in three — 0.18, in one — 0.17, in three — 0.16, in
five — 0.15, in five — 0.14, in three — 0.13, in four —
0.12, in four — 0.11, in eight — 0.10, in four — 0.09, in
two — 0.08, in three — 0.07, in two — 0.06, in four —
0.05, in four — 0.04, in two — 0.02, in four — 0.01.
In the republics of Altai and Mari El, and in the
Nenets Autonomous Area these indicators coincide.
In the republics of Komi, Crimea, Tyva, Udmurtia
and Khakassia, in the Altai Territory and in the
Kostroma Region, on the contrary, the average
expected number of children according to the 2015
population micro-census is less than the average
number of children born according to the 2020
population census.

Economic and Social Changes: Facts, Trends, Forecast

Considering that Presidential Decree 309, dated
May 7, 2024 “On the national development goals of
the Russian Federation for the period up to 2030
and for the future up to 2036 highlights the task of
“annual growth in the total fertility rate for a third
child and subsequent children”, it is advisable to
make such a prognostic assessment in general by
the number of children born, but also differentiated
by order of birth. According to the population
census, it is possible to calculate the average number
of children born according to order of birth, the
proportion of those who gave birth to a child of a
particular order of birth among those who gave birth
to a child of the previous order of birth. In order to
compare these data with the data on reproductive
intentions from the micro-census, it is advisable,
along with the question of the expected number
of children, to ask about the intention to have
another child in the coming years (at the same time,
it is necessary, apparently, to specify the time). In
combination with information about the number
of children born, the answers to this question will
provide information about the proportion of those
intending to have a child of a particular birth order.

Only a micro-census can provide representative
information for such predictive assessments at the
regional and municipal levels.

The study of large-family orientations and their
determination within the framework of the micro-
census is also important in the context of the
implementation of Presidential Decree 63, dated
January 23, 2024 “On measures of social support
for large families”.

Value orientations are, probably, among the
most significant determinants of reproductive
orientations. According to the data of the “Selective
observation of the reproductive plans of the
population” conducted by Rosstat in 2022, two
groups of respondents were identified: family-
oriented and individual-oriented. The first group
includes those who scored the importance of
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living in a registered marriage at 5 points and the
importance of the value of “being free, independent
and doing what only I want” at 1 point. On the
contrary, the second group includes those who
scored the importance of “being free, independent
and doing what only I want” at 5 points and the
importance of living in a registered marriage at 1
point.

The group of respondents focused on family
includes 17.4% of women and 17.1% of men, while
those focused on their own values comprise 2.5%
and 3.6%, respectively (the rest of the respondents
are not included in these groups, since they do not
have diametrically opposed extreme assessments of
the importance of these two values).

The selected groups of respondents have
significantly different reproductive orientations.
Family-oriented parents have an average desired
number of children (according to the responses
to the question “How many children (including
existing ones) would you like to have it if you had
all the necessary conditions?”) equal to 2.19 for
women and 2.24 for men, and 1.45 and 1.30 for
those focused on their own values, respectively.
The average expected number for family-oriented
people is 2.04 for women and 2.05 for men, while
for those focused on their own values it is 1.20 and
1.11, respectively (7ab. 6).

In this regard, it seems important to include
the question of the importance of values (with an
assessment on a five-point scale) in the population
micro-census program.

The relevance of studying value orientations
in a micro-census (i.e., in a survey representative
at the regional and municipal levels) is primarily

related to the task of evaluating the effectiveness
of the policy provided for in Presidential Decree
809, dated November 9, 2022 “On approval of the
foundations of state policy for the preservation and
strengthening of traditional Russian spiritual and
moral values”. The Decree notes that monitoring
the achievement of state policy goals for the pre-
servation and strengthening of traditional values
requires the development of an appropriate system
of indicators based on the following data: a) official
statistical information; b) results of sociological
research. Official statistical information can be
obtained based on the results of a micro-census.

Conclusion

The methodology proposed in this article for
assessing the effectiveness of demographic policy
measures, in particular federal maternal (family)
capital, is based on two approaches: the possibility
of making estimates by using a system of fertility
indicators obtained on the basis of current accoun-
ting data, and a comparative analysis of the actual
birth rate and forecast estimates obtained on the
basis of data on reproductive intentions during
censuses and micro-censuses of the population.
Each of the approaches has its own specifics:
in the first case the effectiveness is assessed using
statistical and demographic data analysis, in the
second the focus is on a value-based approach
using survey data from target groups. At the same
time, measurements during the testing of each of
the approaches revealed the importance of federal
maternity capital in the context of fertility growth.

The analysis based on the use of fertility rates
by birth order and by the age of the mother indicates
that the increase in the total fertility rate for second

Table 6. Average desired and expected number of children
for family-oriented people and for those oriented on their own values

Average desired number of children Average expected number of children
Respondents
Women Men Women Men
Family-oriented 2.19 2.24 2.04 2.05
Focused on their own values 1.45 1.30 1.20 1.11

Source: Selective observation of the reproductive plans of the population, Rosstat, 2022
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births in the period up to 2015 indicates the
absence of “timing” shifts at the initial stage of the
implementation of the federal maternal (family)
capital program. There were “timing” shifts in
second births in 2015 and, probably, in 2016 due
to the approaching completion of the originally
set deadline for the implementation of the federal
maternity (family) capital program (until the end
0f2016).

The use of fertility rates for real generations of
women allows for a more accurate assessment of
the presence or absence of “timing” shifts.
Beginning from the generation of women born
in 1975, we can talk about a significant increase
in fertility rate for second births compared to the
previous generation with the beginning of the
provision of federal maternity (family) capital. The
analysis of age-specific fertility rates for second
births in real generations of women allows us to
formulate a conclusion about the effectiveness of
fertility policy measures for real generations of

The uniqueness of the second approach consists
in identifying the predictive possibilities of infor-
mation about reproductive intentions obtained from
the database of censuses and micro-censuses.

The convergence of the two approaches forms a
comprehensive approach to assessing federal
maternal (family) capital as one of the measures
that can have an impact on promoting fertility,
which is particularly important in light of the
inclusion of the goal of birth rate growth in strategic
documents in the field of demography and social
policy®.

In general, the proposed approaches expand the
possibilities of assessing the effectiveness of
measures aimed at increasing birth rate in a country
and can be used in relation to various demographic
policy measures. The prospect of research may be
to test the proposed methodology for assessing the
effectiveness of federal maternity (family) capital for
the first child, regional maternal (family) capital, as
well as a number of measures related to the impact

Russians. of lump-sum payments on fertility.
Appendix
Average number of children born in real generations of women (according to the 2020 census)
and the average expected number of children (according to the 2015 micro-census)
Women aged 40-44 according to the 2020 Women aged 45-49 according to the 2020
population census and aged 35-39 according to the | population census and aged 40-44 according to the
. 2015 micro-census 2015 micro-census
Region Average number of children Average number of children
Born Expected Born Expected
(40-44 years) (35-39 years) (45-49 years) (40-44 years)

Russian Federation 1.66 1.79 1.60 1.1
Chechen Republic 2.79 3.16 2.72 2.84
Republic of Ingushetia 2.73 2.99 2.96 3.01
Republic of Dagestan 2.48 2.60 2.47 2.54
Republic of Tuva 2.41 2.28 2.33 2.38
Republic of Altai 2.29 2.29 2.18 2.03
Republic of Sakha

(Yapkutia) 2.18 2.31 2.10 2.19
Republic of Buryatia 2.03 2.16 1.92 1.97
Republic of Kalmykia 2.03 2.10 1.98 2.08

¢ Bulletin of the Accounts Chamber of the Russian Federation. 2021. No. 9. Maternity capital. Available at: https://ksp.mos.
ru/upload/info(press-centr)/news/documents/bromnerens%20CI1%20P®%20Ne9%20202 1 _marepunckuii%20xkanutan.pdf.

(Accessed: November 9, 2024).
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Continuation of Appendix

Women aged 40—44 according to the 2020 Women aged 45-49 according to the 2020
population census and aged 35-39 according to the | population census and aged 40-44 according to the
. 2015 micro-census 2015 micro-census
Region Average number of children Average number of children
Born Expected Born Expected
(40-44 years) (35-39 years) (45-49 years) (40-44 years)
Karachgy-Cherkess 903 996 197 993
Republic
Nenets Autonomous 902 902 9,00 208
Area
Kabardino-Balkarian 1.94 2.25 1.91 2.04
Republic
Atonomous Area 1.0 201 182 182
Trans-Baikal Territory 1.89 1.98 1.84 1.98
E\?:akotka Autonomous 188 913 180 197
Khanty-Mansi
Autonomous Area — 1.86 1.92 1.75 1.84
Yugra
Republic of Khakassia 1.85 1.80 1.76 1.79
Kurgan Region 1.84 1.85 1.73 1.73
Astrakhan Region 1.83 1.87 1.75 1.78
Chuvash Republic 1.82 1.83 1.74 1.76
Udmurt Republic 1.81 1.77 1.75 1.72
Republic of Adygea 1.81 1.91 1.76 1.81
Tyumen Region
(excluding autonomous 1.81 1.85 1.72 1.77
areas)
Republic of North 1.81 2.13 1.79 2.10
Ossetia — Alania
é‘;‘g;gz Autonomous 179 187 174 1.86
Irkutsk Region 1.78 1.94 1.73 1.87
Orenburg Region 1.77 1.87 1.69 1.76
Republic of Mari El 1.76 1.76 1.69 1.63
Altai Territory 1.75 1.71 1.64 1.71
Republic of Komi 1.74 1.73 1.65 1.73
Arkhangelsk Region 1.74 1.85 1.65 1.74
Vologda Region 1.74 1.83 1.66 1.68
Stavropol Region 1.73 1.94 1.69 1.79
Kostroma Region 1.72 1.70 1.62 1.61
Tomsk Region 1.72 1.81 1.63 1.77
Perm Region 1.72 1.86 1.65 1.79
Omsk Region 1.71 1.75 1.61 1.72
Kirov Region 1.71 1.78 1.62 1.72
Republic of Crimea 1.71 1.68 1.63 1.65
Republic of
Baghkortostan 1.7 195 1.7 189
Amur Region 1.69 1.87 1.65 1.70
Krasnodar Region 1.68 1.72 1.63 1.67
Republic of Karelia 1.67 1.77 1.58 1.62
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End of Appendix
Women aged 40-44 according to the 2020 Women aged 45-49 according to the 2020
population census and aged 35-39 according to the | population census and aged 40-44 according to the
o, 2015 micro-census 2015 micro-census
Region Average number of children Average number of children
Born Expected Born Expected
(40-44 years) (35-39 years) (45-49 years) (40-44 years)
Chelyabinsk Region 1.66 1.75 1.60 1.69
Krasnoyarsk Region 1.65 1.77 1.61 1.75
Novosibirsk Region 1.65 1.72 1.57 1.66
Republic of Tatarstan 1.65 1.79 1.64 1.81
Khabarovsk Region 1.64 1.75 1.57 1.65
Kamchatka Region 1.64 1.74 1.56 1.71
Kaliningrad Region 1.64 1.81 1.57 1.71
Novgorod Region 1.63 1.73 1.54 1.68
Sverdlovsk Region 1.62 1.80 1.57 1.68
Bryansk Region 1.62 1.68 1.57 1.57
Ulyanovsk Region 1.61 1.66 1.55 1.62
Kursk Region 1.61 1.69 1.53 1.64
Ryazan Region 1.61 1.62 1.53 1.57
Primorye Territory 1.61 1.71 1.56 1.64
Volgograd Region 1.61 1.76 1.58 1.66
Murmansk Region 1.60 1.81 1.49 1.62
Yaroslavl Region 1.60 1.65 1.49 1.58
Magadan Region 1.60 1.75 1.56 1.70
Kemerovo Region 1.59 1.75 1.54 1.66
Kaluga Region 1.59 1.72 1.51 1.62
Tver Region 1.58 1.70 1.51 1.63
Oryol Region 1.58 1.76 1.52 1.63
Republic of Mordovia 1.58 1.74 1.50 1.58
Saratov Region 1.57 1.71 1.52 1.58
Pskov Region 1.57 1.62 1.48 1.48
Lipetsk Region 1.57 1.72 1.50 1.59
Rostov Region 1.56 1.71 1.53 1.62
Sevastopol 1.56 1.58 1.46 1.56
Tambov Region 1.55 1.56 1.50 1.57
Penza Region 1.55 1.60 1.50 1.50
Vladimir Region 1.55 1.57 1.46 1.50
Nizhny Novgorod Region 1.54 1.64 1.47 1.54
Ivanovo Region 1.53 1.68 1.44 1.53
Sakhalin Region 1.53 1.72 1.48 1.65
Belgorod Region 1.53 1.63 1.48 1.59
Leningrad Region 1.51 1.63 1.47 1.60
Smolensk Region 1.49 1.60 1.43 1.53
Samara Region 1.49 1.63 1.44 1.58
Voronezh Region 1.47 1.61 1.44 1.55
Tula Region 1.46 1.67 1.40 1.57
Moscow Region 1.46 1.66 1.43 1.53
Moscow 1.37 1.57 1.34 1.48
Saint Petersburg 1.36 1.55 1.29 1.44
* The regions are ranked according to reduction in the average number of children born to women aged 40-44.
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Abstract. The competition between the world economy leaders and contenders, which has intensified
dramatically in the 21st century, resulted in the formation of a new global geo-economic reality. Its
features include dissemination of aggressive tools like trade wars, secondary and tertiary sanctions,
and hybrid conflicts to influence competitors’ economic systems. Against the background of these
circumstances coinciding with the rise of the sixth wave of innovation, there is a growing need to study
the issue of raising the resistance of the economy to internal and external challenges. In this paper
the resilience of the Russian economy is considered in the context of achieving economic sovereignty.
We develop our own methodology for assessing its condition in terms of industrial, technological,
structural and geo-economic components. The novelty of our approach is as follows: we combine end-
to-end consideration of external factors influencing the resilience of the country’s economy; we abandon

For citation: Maltsev A.A., Chichilimov S.V. (2024). Assessing the resilience of Russia’s economy to internal and external
challenges. Economic and Social Changes: Facts, Trends, Forecast, 17(6), 98—117. DOI: 10.15838/esc.2024.6.96.5
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thresholds in favor of comparing accounting periods with the baseline period, and use a floating scale of
assessment. In order to avoid data subjectivization we use only transparent information and statistical
materials from Rosstat, World Bank, WTO, OECD and other official institutions. The methodology was
tested on the 2015—2022 time period, which made it possible to identify weak spots in the country’s
economic resilience system and develop a three-stage strategy for strengthening it. The major task of the
first stage is to design a set of measures to protect and support the most vulnerable industries and those
affected by sanctions pressure on the principles of “reciprocal protectionism”; at the second stage we
propose to launch a restructuring of the economic system based on “enlightened semi-isolationism”; at
the third stage it is vital to shift to “reasonable protectionism” with the task of integrating the national
economy into the sixth wave of innovation. The results obtained can be used by the authorities of the
Russian Federation when developing and adjusting the counter-sanctions strategy.

Key words: foreign trade activity, autarky trap, world economy, neo-protectionism, sanctions, hidden
protectionism, economic resilience.
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Introduction

A new economic order has emerged in the world
economy by the third decade of the 21st century.
One of its features is the forced necessity of
countries “to pay attention to their national
interests, even relying on the theory of open
economy and on inviolable market principles
in domestic and foreign markets” (Porokhovskii,
2024, p. 12). As a result of states increasingly
raising the issues of achieving economic sovereignty
and increasing economic resilience, “theories of
‘home economics’ are spreading” (Porokhovskii,
2024, p. 12).

Their practical implementation in recent years
is accompanied by the massive use of economic
and non-economic instruments of coercion of
competitors, which have reached unprecedented
levels by the 2020s, with the activation of secondary
and tertiary forms of pressure, sanctioning their
own allies for deviating from policies favorable
to the world economy leaders. For example,
34 countries of the Global North imposed 10,124
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restrictions against Russia alone, or 73% of all
restrictions in force in the world at that time in
2022 as a result of the sharp deployment of anti-
Russian sanctions pressure (7ab. 1). As of October
1, 2024, the number of anti-Russian sanctions
imposed by unfriendly countries reached 22,230
(64% of the global total). For comparison: the
two other most sanctioned countries in 2022—
2024: Iran (which was in second place in the
sanctions anti-rating as of October 1, 2024) and
the Republic of Belarus (5th place) — cumulatively
received various restrictions (in most cases for
possible “assistance” to the Russian Federation
in circumventing the sanctions regime) in 10%
of the global total Russia in circumventing the
sanctions regime) 10 times less — 1,634 and 711
respectively. Experts note the increasing unwinding
of blocking (secondary) sanctions by the United
States against both legal entities and individuals of
its own partners (the Netherlands, Finland) and
competitors (China, India) (Timofeev, 2023).
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Table1. Dynamics of sanctions in modern world practice, units

Imposing sanctions 2019 2020 2021 2022 2023 2024*
In relation to the Russian Federation 159 200 193 10,124 6,748 4,806
In relation to foreign countries 1,260 1,742 1,782 3,701 2,056 508
Total 1,419 1,942 1,975 13,825 8,804 5,314

* On October 1, 2024.

According to: Castellum.Al. Russia sanctions dashboard. Available at: https://www.castellum.ai/russia-sanctions-dashboard;
X-Compliance. Statistics. Available at: https://x-compliance.ru/statistics (accessed: October 24, 2024).

It is clear that only a strong economic system
with a proper resistance level can withstand such
pressure. This explains the aim of the study — to
develop our own methodology for assessing the
key components of Russia’s economic sovereignty
to identify the most vulnerable positions in the
counter-sanctions confrontation based on the
results of its testing. Achievement of the goal
requires the following tasks: clarification of the
features of the evolution of theoretical approaches
for studying the Russian economic resilience,
development and subsequent testing of our own
methodology in the Russian economy dynamics in
2015—2022. The object of the research is the level
of resilience of the Russian economy in the context
of aggravating geo-economic rivalry, the subject
is a set of economic relations between the state
and business, formed in the process of tightening
sanctions pressure in the modern world economy.
The practical significance of the methodology
development consists in the possibility of identifying
problem areas that require prompt adjustment of
the counter-sanctions strategy in the conditions of
growing geopolitical and foreign economic pressure.

Theoretical background of the research

The degree of a country’s resistance to external
and internal threats is measured by the economic
resilience level. In the context of our study,
resilience is generally understood as product,
resource and technological self-sufficiency of the
country’s economic system, which allows promptly
dealing with the aggravation of internal and external
threats. In our opinion, the resilience level directly
depends on the achievement of country’s economic
sovereignty.

100 Volume 17, Issue 6, 2024

The key objective of the research is to identify
the level of the Russian Federation’s achievement of
economic sovereignty in the context of its three
interrelated components: industrial-technological,
structural, and geo-economic. Our approach
dovetails with the conceptual framework enshrined
in the Strategy for Scientific and Technological
Development of the Russian Federation approved
in 2024 and the regulatory documents adopted
in fulfillment thereof'. For instance, the Strategy
defines technological sovereignty (the industrial-
technological component of economic sovereignty
in our work) as “the state’s ability to create and
apply knowledge-intensive technologies critical for
ensuring independence and competitiveness, and to
be able to organize on their basis the production of
goods (performance of works, provision of services)
in strategically important spheres of activity of
society and the state”. The structural component
of economic sovereignty in this formulation of the
issue will be a measure of independence, which
should be understood as “the achievement by the
Russian Federation of independence in critical
areas of life support through high performance of
scientific research and development and through the
practical application of the results obtained”. In our

! Details are available in: On the Strategy for Scientific
and Technological Development of the Russian Federation:
Presidential Decree 145, dated February 28, 2024. Collection
of Legislation of the Russian Federation 10, Art. 1373,
2024; “On the National Development Goals of the Russian
Federation for the period up to 2030 and in the perspective up to
2036”: Presidential Decree 309, dated May 7, 2024. Collection
of Legislation of the Russian Federation 20, Art. 2584, 2024;
“On Approval of the Concept of Technological Development
until 2030”: Governmental Order 1315-r dated May 20, 2023.
Collection of Legislation of the Russian Federation 22, Art.
3964, 2023.
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concept, economic sovereignty excludes autarky, so
the indicators of its geo-economic component are
designed to help determine the competitiveness level
of the national economy, revealing “the advantages
of the Russian Federation ... in social, cultural,
educational and economic areas, evident in relation
to other states”?.

In principle, the evolution of the foundations of
the conceptual and methodological apparatus
within the framework of assessing the achievement
level of the country’s economic sovereignty has
passed several stages (7ab. 2). As our analysis has
shown, the “watershed” in each specific case was
the imposition of geo-economic shocks at the start
of the next cycle of technological rise. In the first
case, the collapse of the socialist camp and, as a
consequence, the replacement of the bipolar world
economic system by a unipolar one, coincided with
the simultaneous start of the fifth innovation wave:
the spread of the Internet, mass computerization,
and the development of biotechnology (Travkina,
2022, p. 55). The second one was the Asian financial
crisis of the period 1997—1998, which came at the
height of the third industrial revolution: big data
development, digitalization, and robotization
(Rifkin, 2014). The third turning point was the
Great Recession of 2008—2009, which acted as a
precursor to the transition to the fourth industrial
revolution: the spread of cyber-physical and
adaptive production systems, green technologies
and networked information systems (Schwab,
2016) and the start of the sixth innovation wave:
the convergence of NBIC technologies (Travkina,
2022, p. 55).

During the first stage (1991—1996), economic
independence (sovereignty) was considered as one
of the three components of Russia’s economic
security along with the national economic stability

2 On the Strategy for Scientific and Technological
Development of the Russian Federation: Presidential Decree
145, dated February 28, 2024. Collection of Legislation of the
Russian Federation 10, Art. 1373, 2024.

Economic and Social Changes: Facts, Trends, Forecast

Volume 17, Issue 6, 2024

and the ability to pursue self-development and
progress (Abalkin, 1994). The forced focus of the
state on internal problems in the conditions of
transition to the market gave the first concepts some
features of the policy of “anti-crisis management”.
Internal shocks were considered to be the key
challenges, and the task of the proposed tools was
to find ways to stabilize the domestic market and
social sphere.

At the second stage (1997—2008), the change in
economic conditions required the updating of the
“anti-crisis” approach, especially in connection
with a series of world crises that severely affected
the transitional economy of the Russian Federation.
First of all, this was reflected in the development of
a broad indicative toolkit for diagnosing economic
security through the prism of economic sovereignty.
It was during this period that Russian experts first
proposed to consider foreign economic sovereignty
as one of the most important factors concerning
economic sovereignty, but it was proposed to
assess it by comparing the dynamics of the RF
macroeconomic indicators with the world average
trends (Glaz’ev, 1997; Stepashin, 2002).

The third stage (2009 — present) with the
exhaustion of the potential of the unipolar structure
of the world economic system, which implied
sovereignty only in the model of functioning
“according to the rules of the hegemon”, aggravated
the problem of acquiring real economic sovereignty.
The solution of this issue is closely connected with
the interception of technological and economic
initiative from the leading countries of the world
economy, which requires, first, a more detailed
definition of possible points of growth of countries
— candidates for leadership, and second, the
development of working algorithms to counteract
the “weaponization” (Mariotti, 2024) of trade
policy of developed countries. In this regard, at this
stage, attempts have been intensified to address the
issues of economic sovereignty of the country in the
categories of resistance, resilience and fragility of
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the economic system in the context of adaptability
to neutralize the vulnerabilities identified in its
framework.

In recent years, as the sanctions pressure has
intensified, the interest in the issues of economic
sovereignty and resilience of the Russian economy
has been steadily growing. The trend is confirmed by
the elibrary data for 1991—-2024 (7Tab. 3). Moreover,
special attention is beginning to be paid to the issue
of the foreign economic component of economic
sovereignty. For instance, in 1991—-1999, the
Russian Science Citation Index (RSCI) database
did not contain any works (scientific articles or
books) with the combination “foreign economic
security” in the list of key words. For the period
2001-2010, 15 such works appeared, and for 2011—
2024 (as of October 1, 2024), their number was 1823,

Foreign literature traces the growing relevance
of academic research devoted to the issues concer-
ning economic sovereignty and assessment of its
components in the categories of resistance, sustai-
nability, and resilience. For example, the number of
works by foreign authors on this topic published in
the Scopus database increased from 0.7 thousand
to 12.4 thousand in 2000—2023 (Riepponen et al.,
2023, p. 329). In general, they are characterized by
the interpretation of economic resilience concept
similar to the approaches of Russian specialists:

“... the ability of countries to recover... positively
adapting and transforming the structure of the
economy under long-term stresses...”*. The main
difference is the focus of Western experts on external
rather than internal threats. In particular, the ways
of countering global economic and financial crises
(Davis, 2011; Martin, 2012), leveling the effects
of deglobalization and fragmentation of the world
economy (Bolt, Willem, 2023), overcoming the
challenges of the “Cold War 2.0”° are considered
as priorities. Therefore, from the point of view of
foreign economists, the basis for increasing the
resilience of economic systems is the functioning
of global value chains as “remarkably resilient
to shocks” structures (Antras, 2020, p. 25). In
this regard, the key strategy is proposed to define
“reglobalization”, the essence of which is the
gradual abandonment of trade barriers by developing
countries with their subsequent integration into
knowledge-intensive links of global production
networks (Gerefti, 2020).

Three main groups of indicators are generally
used in modern science from the point of view of
qualification of general economic sovereignty:
composite indices, multicriteria assessment without
aggregation and particular indicators. Composite
indices are calculated by aggregating a large array of
both objective and subjective data on selected areas.

Table 3. Number of publications (scientific articles and books) in the RSCI database
by key words for 1991-2024

Key words 1991-1999 2000-2010 2011-2020 2021-2024
Economic security 25 1394 14,346 8,527
Economic sovereignty 0 15 142 170
Resilience 0 0 39 167
According to: elibrary scientific electronic library data. Available at: https:/elibrary.ru/defaultx.asp? (accessed: October 24, 2024).

3 Scientific electronic library elibrary. List of publications with the keyword combination “foreign economic security”.
Available at: https://www.elibrary.ru/keyword_items.asp?id=5033464&show_option=0 (accessed: May 8, 2024).
4 OECD. Guidelines for Resilience Systems Analysis. How to Analyse Risk and Build a Roadmap to Resilience. Paris, 2014.

P.6.

5 Gopinath G. Cold war II1? Preserving economic cooperation amid geoeconomic fragmentation. Plenary Speech 20th
World Congress of the International Economic Association, Colombia. 2023. Available at: https://www.imf.org/en/News/

Articles/2023/12/11/sp121123-cold-war-ii-preserving-economic-cooperation-amid-geoeconomic-fragmentation

May 19, 2024).
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Multi-criteria evaluation without data aggregation
is to determine the optimal choice that satisfies the
greatest number of criteria and possesses certain
properties. Separate indicators are individual
metrics calculated to assess a specific economic
phenomenon. The expert community agrees that
it is difficult to unambiguously distinguish true or
false in all the above types of indicators, as each of
them has a number of advantages and disadvantages.
For example, composite indices are characterized
by ambiguity of algorithms for combining different
metrics, and multi-criteria approaches are often
not accompanied by both a thorough interpretation
of the calculation results and justification of the
principles of selecting criteria, which are determined
by experts. Simpler indicators, in turn, reflect only
certain aspects of the issue under consideration and
do not give the whole picture.

Methodology for assessing the Russian economic
resilience in the context of new forms of protectionism
approval

We have developed a methodology for assessing
the economic resilience in the conditions of the
beginning of the “global protectionist regime” based
on the conceptual basis accumulated by Russian
science (Biryukova, 2024, p. 152). Its main task
is to identify the economic resilience level in
three interrelated areas: industrial-technological,
structural, and geo-economic. The following
circumstances predetermined the focus of
attention on the three components of the country’s
economic sovereignty. First, the destruction of
the country’s industrial base, undermining the
institutional foundations of the economy and
creating a situation of artificial autarky are the
main objectives of the sanctions pressure. Second,
the acquisition of systemic resilience in the three
identified areas of economic activity should ensure
sufficient sustainability of the economic system as
a key condition for stable progressive development.
Third, the economic sovereignty components that
we have identified are interrelated, for example,

104

Volume 17, Issue 6, 2024

industrial-technological (which is understood as
“the presence under national control of its own lines
of development and conditions for manufacturing
high-tech products®) by itself is unattainable without
accelerating structural modernization and gaining
a foothold in foreign markets, which determine
the enterprise’s competitiveness level, especially
in conditions of increasing “use of extraterritorial
protectionism” (Milovidov, Asker-Zadeh, 2020,
p. 43). The methodology was conceptually based on
the following reference points.

The first is verifiability of the obtained data,
which implies abandoning the widely used method
of expert rating of the results obtained by the
selected indicators in favor of determining the
vector of their change and its correlation with the
global trend. If we go “from the enterprises”, it will
be practically impossible to bring to a common
denominator the economic interests of large,
medium and small enterprises, especially if we try
to “weigh” them by industry. To circumvent these
barriers, we propose to rely on easily verifiable
transparent materials of Rosstat and international
databases of the World Bank, WTO and OECD on
the selected indicators.

The second is concentration on three reference
points for the formation of the basis of stable
innovation-driven economic growth, which can be
defined as industrial-technological, structural,
and geo-economic components of the country’s
economic sovereignty. When assessing the resilience
achievement level for each component of Russia’s
economic sovereignty, we propose to use a group
of 10 indicators calculated on the basis of official
Russian and international statistics for 2016—2022.
The methodology assumes the “breakdown” of the
period under consideration into three three-year
cycles (2016—2018, 2019—2021, 2020—2022), where

¢ “On Approval of the Concept of Technological
Development until 2030”: Governmental Order 1315-r
dated May 20, 2023. Collection of Legislation of the Russian
Federation 22, Art. 3964, 2023.
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2018 is the pre-pandemic year, and 2022 is the
most extreme of those available in the “statistical”
support at the time of preparing the work.

The third is the use of an empirical institutional
approach to assess the state of the three components
of Russia’s economic sovereignty based on the
current situation. The calculation of chain and, in
some cases, multi-criteria indices determine the
change in the vector of direction of each indicator.
In case of an upward trend in the segment under
consideration, the indicator is assigned the value
“+”  while in case of a downward trend the
indicator is assigned the value “-”. The obtained
values “+” and “-” for each cluster of indicators
are summarized. Depending on the total amount
by means of expert interpretation of the results
obtained, a conclusion is made about the current
stage of resistance of the country’s economy
to shocks’. The final values in fact act as a trend
marker, revealing the vulnerabilities of counter-
sanctions protection. This is how the direction of
the state economic policy is set “toward enterprises”
as the main actors of the economic system?®,

The fourth is dialectical interpretation of the
concept of “geo-economic component of the
country’s economic sovereignty”, which implies,
first, the inadmissibility of even conceptual
consideration of the autarkic model of economic

7 In some cases, negative dynamics is recognized as
positive, for example, when assessing indicators S3, G5, G7.

8 A similar methodological technique, without resorting
to econometrics of the economic situation (“there is no
fixed rule about what measures contribute information to
the process or how they are weighted in our decisions”), but
revealing on the basis of official statistics data the direction
of trends developing in the perimeter of the research object
(“range of monthly measures of aggregate real economic
activity published by the federal statistical agencies”), is
used, for example, by the U.S. National Bureau of Economic
Research (NBER, Washington) when clarifying the moments
of the onset and end of recession in the world economy and
the leading countries. See: NBER. Business Cycle Dating
Procedure: Frequently Asked Questions. Available at: https://
www.nber.org/research/business-cycle-dating/business-
cycle-dating-procedure-frequently-asked-questions
(accessed: October 24, 2024).
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management of the Russian Federation. Second,
the absolutization of import substitution is excluded.
Third, we proceed from the fact that a country
under sanctions pressure not only can, but also must
protect its economy.

The fifth is practical orientation of the metho-
dological framework used. This is predetermined
by a) the “mobility” of the proposed package of
indicators, which can be appropriately adjusted
when new inputs appear; b) the mobility of the
time scale, which can be easily extended after the
accumulation of a new data set; ¢) functionality,
which allows determining the country’s positioning
on the axis of reaching a sustainable growth
trajectory with the use of the working algorithm
of the methodology application. On this axis, we
distinguish three levels of achieving resilience:
“incomplete” — “full” — “systemic”®. If there are
no indicators with positive values at the end of
the calculations, the economy does not meet the
criteria of resilience; a set of positive indicators less
than % of the total characterizes the level of “initial
resilience”; 5—6 positive assessments correspond
to the level of “incomplete resilience”, 7—8 — “full
resilience”, 9—10 — “systemic resilience”.

The proposed methodology is distinguished,
first, by greater attention to the consideration of
external factors affecting the economic self-
sufficiency of the country. In particular, most
macroeconomic indicators are compared with the
global dynamics or with the corresponding metrics
of the countries — the world economy leaders for a
more correct final assessment.

Second, we proceed from the fact that averaged
global indicators or econometric/expert estimates,
which in many existing methodologies are accepted

° Full resilience is understood as the ability of the
economic system to switch to the self-sufficiency mode in the
medium term for stable functioning, while systemic resilience
is understood as the ability to transform as quickly as possible to
restore the progressive dynamics in the conditions of imposing
internal challenges and external shocks.
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as threshold values, in non-standard economic
conditions generated by the sanctions war against
the Russian Federation, may exacerbate the problem
of inconsistency between the results obtained and
the real situation in the country. Instead of assessing
the achievement level of threshold values for
selected indicators, the indicators of the reporting
period are compared with the base period.

Third, the proposed methodology uses a floating
time scale of assessment (freely movable on the axis
to the left or right depending on the tasks to be
solved), built in reference not to specific years, but
to three-year periods, where the final values at the
end of each of them, calculated with the help of
chain indices, are compared both with the base year
taken as a unit (in some cases — with the average
annual total for 5 years), and among themselves.

This makes it possible to smooth out the extremes of
indicators for separate years and get a more objective
view of the dynamics of a particular process.

Research results

The testing of our proposed methodology for
measuring the level of resilience of the Russian
economy in terms of three components due to the
known time lag with the publication of official
Russian statistics was initially carried out on the
basis of the final data for 2015—2021. This allowed
identifying at what stage of building the economy of
resistance the Russian economy was at the moment
of tightening sanctions pressure and which sectors
required priority attention and support in the
counter-sanctions confrontation to make possible
appropriate corrections 7able 4 summarizes the
results.

Table 4. Matrix of summary indicators for assessing the state of the three
components of Russia’s economic sovereignty, 2015-2021

Indicator

2016-2018

2019-2021

2015-2021

P1. Change in the share of enterprises of professional, scientific, technical activities in
the total turnover of organizations in the RF

+

P2. Change in the number of researchers in the RF

P3. Change in the share of R&D in federal budget expenditures and GDP of the RF

P4. Change in the share of funds of the business sector for R&D development in total
domestic expenditures on R&D in the RF

P5. Changes in the dynamics of applications for patents for invention filed by Russian
applicants

P6. Change in the share of high-tech exports in the total exports of goods of the RF

P7. Change in the share of high-tech imports in the total imports of goods of the RF

P8. Change in the share of innovative goods, works and services in the total volume of
shipped goods, works and services in the RF

P9. Change in the dynamics of innovative goods production in the RF

P10. Change in specific electricity consumption for production of certain types of
products in the RF*

Resulting indicators of the industrial-technological component of economic s
(Outcome for 2021: Initial Resilience level)

overeignty for 2015-2021: 4+/6

S1. Change in the dynamics of labor productivity in the economy of the RF

§2. Change in the share of manufacturing industry in the GDP of the RF

S3. Change in the share of the top five regions in the GRP of the Russian Federation*

S4. Change in the share of turnover of small and medium-sized enterprises (SMES) in
the total turnover of organizations in the RF

S5. Change in the RF consolidated budget expenditures on economic development in
the context of changes in the weighted average tax burden

S6. Change in the share of gross savings in the GDP of the RF
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OkoHYaHwve Tabnuupl 4
2019-2021 2015-2021

Indicator 2016-2018

S7. Change in the share of organizations’ own funds in the total volume of investments
in the RF*

S8. Change in the share of foreign direct investment in the total investment volume in the
RF

S9. Change in the share of machinery and equipment in the total investment volume in
fixed assets in the RF

$10. Change in the degree of depreciation of fixed assets by certain types of economic
activity in the RF

- + -

Resulting indicators of the structural component of economic sovereignty for 2015-2021: 2+/8—
(Outcome for 2021: Initial Resilience level)

G1. Change in the share of the RF in the key macroeconomic indicators of the world
economy

G2. Change in the share of the RF in the world trade in goods and services + - +
G3. Change in Russia’s share in world trade in value added categories + - -
G4. Change in the share of the RF in the world import of machinery and equipment - - -
G5. Change in the share of top-3 commodity groups in Russian exports* - - -

G6. Change in the share of non-resource non-energy exports (NRE) in the total exports
of the RF

G7. Change in the share of top-3 partners in exports and imports of the RF* - - -

G8. Change in the level of self-sufficiency of the RF in the most important raw material
resources

(9. Change in the share of advanced production technologies acquired by Russia abroad
in the total array of their use

G10. Changes in Russia’s position in global human capital development indices - - -

Resulting indicators of the geo-economic component of economic sovereignty for 2015-2021: 4+/6—
(Outcome for 2021: “initial resilience” level)

* Indicators, the negative dynamics of which is assessed positively.

According to: Russian Statistical Yearbook (RSY); Regions of Russia. Stat. coll. for the corresponding years. Available at: https://rosstat.
gov.ru/folder/210/document/12994; External sector statistics of the Bank of Russia. Available at: https://www.cbr.ru/statistics/macro_itm/
svs/; World Bank data. Available at: https://data.worldbank.org/indicator/NV.IND.MANF.CD; https://data.worldbank.org/indicator/NY.GNP.
MKTP.CD; https://data.worldbank.org/indicator/BX.KLT.DINV.CD.WD; https://data.worldbank.org/indicator/BX.GSR.GNFS.CD; https://
data.worldbank.org/indicator/NE.IMP.GNFS.CD; https://data.worldbank.org/indicator/ER.H20.INTR.PC?locations=RU;

BP Statistical Review of World Energy for the corresponding years. Available at: https://www.bp.com/en/global/corporate/energy-
economics.html; OECD Data. TiVA 2023. Principal Indicators. Available at: https:/stats.oecd.org/Index.aspx?DataSetCode=TIVA_2022_
C1; U.S. Geological Survey. Mineral Commodity Summaries, 2023, p. 114, 146; FAQO Stat. Crops and livestock products. Available at:
https://www.fao.org/faostat/en/#data/QCL (accessed: May 27, 2024).

The final assessment of indicators of the
industrial-technological component of economic
sovereignty is 4 positive and 6 negative values. The
indicators of change in the share of high-tech
exports (imports) in the total exports (imports),
dynamics of production of innovative goods
and energy efficiency of production of the most
important types of industrial products turned out to
be “in the plus” (the result of 2021 vs 2015) (7ab. 5).
The indicator of the average annual share of
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enterprises of professional, scientific and technical
activities in the total turnover of organizations in
the RF (due to the increase in the R&D share in
the federal budget expenditures and GDP) in 2019—
2021 exceeded the similar outcome of the 2016—
2018 triennium. However, the average annual level
of the period 2011—-2015 could not be surpassed.
At the same time, the issues of the continuously
decreasing number of researchers (from 379.4
thousand people in 2015 to 340.1 thousand people
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Table 5. Dynamics of particular indicators for assessing the state of the three
components of Russia’s economic sovereignty in 2015-2021, %

Indicator 2015 2016 2019 2021
P1. Share of enterpri f professional, scientific, technical activities in the total
turniv:r%?ofga(re]igat?(?r?soinpthoeeﬂsjs(;i:dFS:d?eratigﬁ P A o no data 3.02 265 3.02
P3. Share of R&D in federal budget expenditures and GDP of the RF 2.81 2.45 2.69 2.53
P4. Shqre of busmess.sector funds for R&D development in total domestic 16.49 16.41 14.90 1356
expenditures on R&D in the RF
P6. Share of high-tech exports in total exports of goods of the RF 12.92 12.78 29.40 36.89
P7. Share of high-tech imports in total imports of goods of the RF 55.59 66.98 72.28 73.38
S2. Share of manufacturing industry in the GDP of the RF 12.4 11.7 13.0 12.9
S3. Share of the top five regions in the GRP of the RF 38.29 38.88 39.87 41.72
E:a;r;;r(;anof SME turnover in the total turnover of organizations in the Russian 38.49 3175 3093 95 60
gg.PE{pendltures of the RF consolidated budget on economic development *, % of 15.99 1501 16.27 15.79
%Q{hséhgﬁe of machinery and equipment in the total investment volume in fixed assets 3148 3037 36.97 36.48
G2. Share of the RF in the world trade in goods and services 1.60 1.44 1.69 1.67
G3. Share of the RF in world trade in value added categories 1.98 1.81 2.19 1.98
G4. Imports of machinery and equipment in the RF, billion U.S. dollars** 125.4 92.5 108.4 100.5
G5. Share of top-3 commodity groups in Russian exports 83.1 81.2 85.6 84.1

. Share of advan r tion technologies (APT ir the RF abroad in

t(?]Qe tit;il zr?a;ifihz?rdu;;eoduc on technologies (APT) acquired by the RF abroad 99 01 99 47 99 75 3134
* The sum of expenditures carried out under the following budget lines: “National Economy*, ‘National Defense’, ‘Health Care’, ‘Science’
("fundamental research”, ‘applied scientific research in the field of general state issues’).
** The line represents annual averages for 2011-2015, 2016-2018, 2019-2021, and 2016-2021.
*** OECD calculates and publishes data for 2020 using the Trade in Value-Added methodology with a time lag of 3 to 5 years.
According to: Russian Statistical Yearbook (RSY); Regions of Russia. Stat. coll. for the corresponding years. Available at: https:/rosstat.
gov.ru/folder/210/document/12994; External sector statistics of the Bank of Russia. Available at: https://www.cbr.ru/statistics/macro_itm/
svs/; World Bank data. Available at: https://data.worldbank.org/indicator/NV.IND.MANF.CD; https://data.worldbank.org/indicator/NY.GNP.
MKTP.CD; https://data.worldbank.org/indicator/BX.KLT.DINV.CD.WD; https://data.worldbank.org/indicator/BX.GSR.GNFS.CD; https://
data.worldbank.org/indicator/NE.IMP.GNFS.CD; https://data.worldbank.org/indicator/ER.H20.INTR.PC?locations=RU;
BP Statistical Review of World Energy for the corresponding years. Available at: https://www.bp.com/en/global/corporate/energy-
economics.html; OECD Data. TiVA 2023. Principal Indicators. Available at: https:/stats.oecd.org/Index.aspx?DataSetCode=TIVA_2022_
C1; U.S. Geological Survey. Mineral Commaodity Summaries, 2023. Pp. 114, 146; FAO Stat. Crops and Livestock Products. Available at:
https://www.fao.org/faostat/en/#data/QCL (accessed: May 27, 2024).

in 2021), the decrease in the number of applications
for patents for inventions filed by Russian applicants
(respectively, from 29.3 to 19.6 thousand), the
decrease in the share of innovative goods, works
and services in the total volume of shipped goods,
works performed and services rendered (from 7.9 to
5.0%) required urgent government intervention to
reverse the downward trend throughout the period
under consideration.

The structural component indicators of the
country’s economic sovereignty received the largest
number of negative values — 8 against 2 positive
values. The most alarming was the situation with
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the readiness of the economic system to accelerate
modernization: in 2015—2021, both labor produc-
tivity grew slower (1.5% per year) and wages
(4.6%), and the value of fixed assets (18.0% when
calculated in actual prices), and the share of gross
savings in Russia’s GDP throughout the period
under consideration exceeded the base level of 2015
(22.3%) only once — in 2021 within the statistical
error (22.4%), and in 2023 remaining below the
“base” (22.1%)'°. The final result of investment
activity is ambiguous: the share of own funds in

10 Indicators. Business environment. Monokl’, 2024, 7.
P. 78.
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the total volume of investments grew consistently
from 50.22% in 2015 to 55.43% in 2021 with an
equally stable decrease in the share of profit in the
total turnover of organizations from 31.85% to
27.37%, respectively, and the average annual volume
of foreign direct investment (FDI) at the end of
2016—2021 was 61% of the 2011—2015 indicator''.
At the same time, the indicators of changes in the
share of manufacturing industry in GDP, SME
turnover in the total turnover of organizations,
the specific weight of machinery and equipment
in the structure of investment in fixed assets in the
Russian Federation began declining from 2019,
while in 2016—2018, they were steadily growing.
The prevalence of negative values of structural
component indicators of the RF economic
sovereignty by 2021 indirectly spoke about the
possibility of the Russian economy falling into
the trap of the economy of “institutional inertia”,
which Russian experts define as “the continuation
of ‘business as usual’ in a new, highly unstable
environment, the primacy of widely understood
stability over development ...” (Belousov, 2023,
pp. 14—15).

The geo-economic component of economic
sovereignty at the end of 2021 had 4 positive and
6 negative assessments. Positive dynamics for
2015—2021 was revealed in terms of changes in the
RF share in the key macroeconomic indicators
of the global economy (the RF share in global
GDP for 2015—2021 increased from 1.81 to 1.88%,
FDI inflow — from 0.25 to 1.84%, global exports
of goods and services — from 1.84 to 1.94%), quite
convincingly characterizing the futility of the
Western countries’ efforts to push Russia to the

1" As of the end of 2021, the accumulated FDI volume
in per capita terms in the Russian Federation — 3 thousand
U.S. dollars - was comparable to the indicator of Albania
and Kosovo, significantly inferior to the indicators, for
example, Serbia — 6.8 thousand U.S. dollars, Kazakhstan —
7.1 thousand U.S. dollars, Czech Republic — 17 thousand U.S.
dollars, Russia — 8.2 thousand U.S. dollars, Kazakhstan —
8.1 thousand U.S. dollars, and the Czech Republic —8.2
thousand U.S. dollars, respectively. (Astrov, 2024, p. 9).
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periphery of the global economy during the period
under consideration. Simultaneous growth in the
share of non-resource non-energy exports in the
RF total exports (from 34.55% to 38.63% in 2015—
2021"?), but decreasing to 34.41% in 2023'%) and
the self-sufficiency level in the most important
resources — grain (gross harvest increased from
104 to 121 million tons, record 153.8 million tons
in 2022 and 142.6 million tons in 2023'4), proven
oil reserves (growth from 102.4 to 107, 7 billion
barrels'®), iron ore (remained at the level of 25
trillion tons), rare earth metals (growth from 18.0 to
19.3 million tons'®) — made it possible to conclude
that the RF economic system is ready to withstand
the increasing sanctions pressure. The transition
to the level of “incomplete resilience” was seen
through deepening the diversification of export-
import activities in the commodity and geographical
context and finding the optimal “balance between
internal and external sources of growth” (Sutyrin,
Korgun, 2024, p. 81). At the same time, we suppose
that achieving full resilience in the context of the
geo-economic component of economic sovereignty
implies the exclusion of autarky in any scenario.
The 2024 fall presents an opportunity to check
the results fairness of the economic resilience
assessment of the Russian economy at the end
of 2022'7. However, it is necessary to make a
reservation. Some indicators, first of all, the

2 PCE 2022, p. 584, 592; PCE 2019, p. 591, 599; PCE
2017, p. 566, 574.

13 Edovina T. (2024). Secondary adaptation. Kommersant,
March 14, 45. P. 2.

4 Mertsalov A., Komarov V. (2024). The empire has
frozen. Kommersant, May 17, 84. P. 10.

5 BP Statistical Review of World Energy for the
corresponding years. Available at: https://www.bp.com/en/
global/corporate/energy-economics.html (accessed: May 29,
2024).

16 U.S. Geological Survey. Mineral Commodity Summa-
ries, 2023. P. 146.

7 As of October 2024, it was impossible to test the
methodology for the period 2021-2023 due to the non-
printing of statistical collections “Russian Statistical Yearbook
2023, “Regions of Russia 2023” and the absence of a number
of indicators from the database of the World Bank, WTO, etc.
for 2023.
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geo-economic component of the RF economic
sovereignty had to be assessed expertly due to the
lack of relevant data in the public press's. Our
methodology testing for the period 2020—2022
proved the strengthening of Russia’s economic
sovereignty in the context of all three components.
Let us highlight the main results obtained.

The resilience achievement level in the context
of the industrial and technological component of
the Russia’s economic sovereignty at the end of
2022 showed consolidation at the stage of
“incomplete resilience”: six positive values in 2020—
2022 against five in 2019—2021. This result was
ensured, first of all, by the R&D growth financing
by the state from 2.41% of the federal budget in
2020 to 2.51% in 2022 and by the business sector —
from 13.7 to 14.5% of domestic R&D expenditures,
which was reflected, among other things, in the
slowdown of the decline in the number of scientific
organizations and researchers in the Russian
Federation. To move to the stage of “full resistance”,
it is necessary to reverse the situation with the
decline in the share of innovative goods, works and
services in the total volume of their realization and
the increase in the energy intensity of production of
most basic types of products considered by official
statistics. Additional support is required for Russian
researchers and scientists — the key actors of the
new knowledge economy, whose number, although
at a slower pace, continues declining. Due to the
lack of official reporting for 2022, we have estimated
the share of high-tech exports and imports in the
country’s total turnover on the basis of experts’
comments'’.

In the block of indicators of the structural
component of the country’s economic sovereignty,

18 For example, due to the suspension of publication of data
on statistics of foreign trade in goods and services of the RF, data
for 2022 are unavailable. For more details, see: PCE 2023, p.
595.

19 For more details, see: Borin A. et al. (2023). The impact
of EU sanctions on Russian imports. CERP. May 29. https://
cepr.org/voxeu/columns/impact-eu-sanctions-russian-
imports (accessed: October 19, 2024).
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the number of positive values increased from two for
2019—-2021 to three for 2020—2022 against seven
negative values. A positive point is also a slight
decrease in the tax burden from 25.9% to 25.5% of
GDP with a simultaneous outstripping increase in
consolidated budget expenditures on the economy
from 16.2% to 17.2%, which in the conditions of
severe external pressure is, in particular, one of the
main conditions for forcing structural adjustment,
which allowed, for the first time in contemporary
Russian practice, in 2022 reducing the depreciation
degree of fixed assets simultaneously in the sector of
mining, manufacturing and agriculture. However, it
is the structural component of economic sovereignty
that remains the most vulnerable in the conditions
of sanction shocks and requires maximization
of support from the state. As the results of 2022
showed, the most problematic issues here are
the deceleration of labor productivity by 3.6%
in 20222, especially against the background of
outstripping dynamics of labor remuneration and
growth in the value of fixed assets, the shrinking
share of gross savings in GDP with a certain lack
of involvement of the banking system in lending
to business needs and, as a consequence, the more
than modest (and non-growing) contribution
of small and medium-sized enterprises to overall
economic growth, which remains at the level of the
1990s (21%)?'. For obvious reasons, foreign direct
investment in 2022 went “into the negative”, so the
corresponding indicator for 2021 was considered as
a final indicator?.

2 Rosstat reported a 3.6% drop in labor productivity in
the country in 2022. Interfaks, October 6, 2023. Available at:
https://www.interfax.ru/business/924578 (accessed: October
19, 2024).

21 Stroiteleva M. (2024). More fromless: SME contribution
to the Russian economy increased to 21%. Izvestiya, January
17. Available at: https://iz.ru/1635167 /mariia-stroiteleva/
bolshe-ot-menshikh-vklad-msp-v-ekonomiku-rossii-vyros-
do-21 924578 (accessed: October 19, 2024).

22 This estimate is the authors’ opinion based on the known
“exodus” of Western capital from Russia in 2022—2024. For
more details, see: Aminov Kh., Komarov V. (2024). Remedies
for withdrawal from the Russian market. Kommersant,
October 11, 187. P. 7.
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Unfortunately, Russian and foreign statistical
primary sources for the fall of 2024 allowed cal-
culating only half of the geo-economic component
indicators of the country’s economic sovereignty.
In the remaining cases, we used expert assessment
based on open press data. Four positive values (two
for the 2019—2021 period) against six negative
values confirmed the unsuccessfulness of the
Western coalition’s efforts to isolate Russia from
the global market. In this case, in our opinion,
there is a direct correlation with the strengthening
of the industrial and technological component of
the country’s economic sovereignty. For instance,
the indicators of the share of domestic advanced
production technologies in the total volume of
their use (growth from 68.2% to 68.7% in 2020—
2022, with a total increase in the use of PPT in the
economy from 242 thousand to 269 thousand), non-
resource non-energy exports in its total volume
(growth in the net value of non-energy exports
in 2020—2022 from 161.4 billion U.S. dollars to
190.4 billion U.S. dollars, and the share of total
commodity exports from 48% to 80%?°) and self-
sufficiency in the most important resources are “in
the plus”. One of the most critical issues for the
geo-economic component, requiring the combined
efforts of the state and business, is the low level of
geographical and commodity diversification of
exports, which also affects the indicator of Russia’s
share in trade in value added categories.

We propose a three-stage protectionist strategy
to eliminate the vulnerabilities identified in the
framework of approbation of our methodology and
to strengthen the resilience of Russia’s economy.
Its essence lies in a gradual transition from the
intensifying policy of “reciprocal protectionism”
to “enlightened semi-isolationism™ in the medium
term and “systemic (reasonable) protectionism” in
the long term. The most important task of the first

2 Edovina T. (2023). Non-commodity exports fell by
almost a quarter. Kommersant, February 15, 28. P. 2.
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stage is to continue forming the basis of economic
sovereignty as a set of measures to support the most
vulnerable and affected industries as a result of
sanctions pressure on the principles of “mirror”
protection of Russian enterprises. According
to the 2022 results, the key points for Russia are
to accelerate a new industrial policy, including
import substitution, accelerate the investment
turnaround to find new sources of financing for
the economy, and quickly establish new geo-
economic bridgeheads to diversify the country’s
foreign economic activity. The second stage
implies the launch of structural reorganization of
the economic system with reliance on the strategy
of enlightened semi-isolationism. Its essence for
the Russian Federation consists in increasing
the competitiveness of the economy through
the maximum possible use of external factors
concerning innovative growth with simultaneous
protection of domestic breakthrough industries,
which are the basis for accelerating economic
modernization. The third stage of increasing the
economic resilience level consists in the transition
to the policy of system protectionism, the task of
which is to ensure the integration of the national
economy into the sixth innovation wave and the
new Kondratiev cycle through further development
of the basic foundations of the key components of
economic sovereignty.

Polemics

The results obtained by us correlate with the
calculations carried out using the previously
discussed methods of assessing Russia’s economic
resilience. For example, the approbation of the
methodology proposed by V.K. Senchagov showed
that economic security in the Russian economic
system is not provided sufficiently (at the level
of 50—60% out of 100 possible). This means
“the possibility of its functioning, but the lack of
development opportunities” (Krotov, Muntinyan,
2016, p. 103). The works of E.V. Balatsky prove that
the Russian economy is at parity with the American
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economy only in two of the five areas under
consideration (military and territorial potential)
in terms of competitiveness of global strategic
advantages. Nevertheless, the possibility of reaching
the level of the world economy leaders is noted,
provided that “in the next 30 years it is necessary...
to develop finely calibrated three strategies —
demographic, economic and technological”
(Balatsky, 2024, p. 55). The works of A.B. Gusev
and M.A. Yurevich present a more particular
case — pharmaceutical sovereignty of the Russian
Federation (as a component of technological
sovereignty). The authors recognize the formation
of the initial foundations of pharmaceutical self-
sufficiency of the country, insisting on the need
to introduce “...systemic long-term measures to
restore the industry up to full independence...”
(Guseyv, Yurevich, 2023, p. 28).

Despite some differences in the final assessment
of the level of achievement of Russia’s economic
sovereignty, practically all experts speak about the
need to further strengthen it, but differ regarding
the possible options of strategies to increase the
economic system resilience. Most Russian scientists
define the most important goal of increasing the
economic resilience as the achievement of “self-
sufficiency... with its own competitive (high-tech)
industrial goods” (Pak, Andronova, 2023, p. 77). To
achieve this, as RAS Academician V.M. Polterovich
has repeatedly emphasized, it is necessary to
activate the tools for overcoming new challenges
and imbalances. One of the key steps in this
direction should be the formation of “value-added
networks that include Russian companies as major
players, which requires simultaneous technological
upgrading of production processes at enterprises
belonging to different industries” (Polterovich,
2023, p. 8). RAS Academician A.G. Aganbegyan
calls the most important mechanism for increasing
Russia’s resistance to global challenges as “the
transition to the forced growth of investment
in fixed and human capital... which should be
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used mainly for a technological breakthrough
and effective restructuring of the economy”
(Aganbegyan, 2023, p. 27). From the point of view
of specialists of the Institute of Economics of the
Ural Branch of RAS, the formation of economic
resilience requires the search for a new model of
industrial policy, the essence of which “consists
not just in responding to global challenges, but in
actualizing the search and finding new opportunities
for industrial development” (Romanova et al.,
2021, p. 628). Russian scientists rightly note that
the process of increasing the economic resilience
since the early 2020s has become “a global trend
associated with the securitization of industrial
strategies and the course towards technological self-
sufficiency/sovereignty of developed and developing
countries...” (Smorodinskaya, Katukov, 2024, p.
108).

Foreign experts, paying attention to the
importance of the industrial sector development
for increasing economic resilience, note the crucial
role of the state industrial policy in this issue. For
instance, G. Gereffi argues that to reduce the
economy’s vulnerability, the focus of government
support should be shifted to providing Russian
industry with critical resources and technologies,
building chains of such goods between friendly
countries (“emphasizing critical technologies and
geographic shortages can help both governments...
overcome supply-chain vulnerabilities” (Gereffi,
2023, p. 3). The key role in terms of achieving
economic sovereignty is assigned to the development
of domestic value chains (“creating domestic
production capacity...”) while coordinating and
expanding GVCs with friendly partner countries
(“coordinating with partners and allies to ensure
more resilient global supply chains”) (Reynolds,
2024, p. 5). To achieve these goals, countries
need structural modernization, which provides
by
reindustrializing industry, making it less dependent

“hypothetical economic sovereignty ...

on external supplies” (Sapir, 2022, p. 7).
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Conclusion

Economic sovereignty in our interpretation is
achieved by combining the mobilization of domestic
resources and the synergy of their potential with the
benefits of the international division of labor. The
results of this will serve to increase the welfare
of the population and can be further offered to
third countries. We consider the achievement of
economic sovereignty as a key outcome of the
policy of increasing the resilience of the country’s
economy. At the beginning of 2022, all three
components of Russia’s economic sovereignty that
we have identified were at the “initial resilience”
level. At the end of 2022, compared to the period of
2019—-2021, there was a strengthening of sovereignty
in the context of all components. Let us emphasize
the main thing.

The industrial and technological component of
economic sovereignty was on the verge of transition
to the level of “incomplete resilience” by the
beginning of 2022. One of the main positive
points was the readiness of the industrial sector
to withstand tough sanctions pressure. This was
expressed primarily in the outstripping dynamics
of growth in the total production of innovative
products in 2015-2021 (for example, the
production of medicines and materials used for
medical purposes increased 2.48 times, vehicles
and equipment — 1.65 times, computers, electronic
and optical products — 1.40 times) compared to the
indicator for the manufacturing industry as a whole
(1.27 times growth?!), improved energy efficiency
of production in a number of industries (specific
energy consumption for the production of 1 ton
of crude oil decreased from 147.2 to 140 kilowatt-
hours, production of 1 ton of finished rolled
products — from 137.2 to 127.0%) and increasing
the share of high-tech exports/imports in the total
export/import turnover of the country?. According

% PCE 2022, p. 372; PCE 2019, p. 381.

> PCE 2022, p. 381; PCE 2019, p. 390; PCE 2017, p. 340.

% PCE 2022, p. 584, 592; PCE 2019, p. 591, 599; PCE
2017, p. 566, 574.
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to the results of 2022, a new positive moment is the
increase in the share of funds of the business sector
for the R&D development in the total domestic
expenditures on research and development in
the Russian Federation, while maintaining the
positive dynamics of the share of R&D in the
federal budget expenditures and the growth of the
total production of innovative products outpacing
the manufacturing industry as a whole. At the
same time, the government should prioritize the
issues of reducing the number of researchers and,
consequently, the number of patents for inventions
filed by Russian applicants, the need to increase
the share of innovative goods, works and services
in their total volume and reduce the specific energy
consumption for the production of certain types of
basic products.

With regard to the structural component of
economic sovereignty, the real risk of economic
slowdown at the end of 2021 was the risk of a heavier
tax burden (the weighted average tax burden,
including income from foreign economic activity,
increased from 18.8% of Russia’s GDP on average
in 2011-2015 to 21.8% in 2016—2021%) and
“non-involvement” of the banking system in the
saturation of the real sector with finance (the share
of bank loans in fixed capital investment over the
period under review ranged from a minimum of
8.1% in 2015 to a maximum of 11.2% in 2017—
20182%); this slowed down to 8.7% in 2023%),
which hindered the development of domestic
investment activity. Nevertheless, the growing
investment share in machinery and equipment,
manufacturing industry in Russia’s GDP and
the increase in consolidated budget expenditures
on economic development, which is outlined in

27 Data from the Federal Treasury reports on the
execution of the consolidated budget for the respective years.
Available at: https://roskazna.gov.ru/ispolnenie-byudzhetov/
konsolidirovannyj-byudzhet/190/ (accessed: May 29, 2024).

2 Dolzhenkov A. (2024). The Central Bank is not the
problem. We need an updated economic strategy. Monokl’, 8.
P. 40.

¥ Dolzhenkov A. (2024). Bancocracy. Monok!’, 20. P. 45.
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2019-2021, indirectly confirmed the readiness
of business and the state to support structural
modernization. However, its full-fledged launch
required intensification of state support and fine-
tuning of the relevant instruments. The investment
turnaround in the Russian Federation, which
began in 2022, as evidenced by the growth of both
consolidated budget expenditures on the economy
and the private sector in the renovation of fixed
assets, should become the basis for the country’s
structural modernization. To accelerate it, it is
critical to reverse the negative trend of lagging
behind the growth of labor productivity in the
Russian Federation in relation to the growth of
labor remuneration and the value of fixed assets,
to maximize the use of the regions’ opportunities
for structural transformation and to increase the
volume of gross savings in GDP, including through
additional attraction of foreign investment from
friendly countries.

The transition from initial to incomplete
resilience at the level of the geo-economic
component of economic sovereignty at the end of
2021 lacked a small impetus. A possible way to
accelerate the process could be the lengthening
of domestic value chains through the accelerated
development of high-value-added industries with
their further integration into the global ones and, as
a result, increasing the level of Russia’s participation
in world trade not only in terms of “gross” but also
in the categories of value added. At the same time,
the main danger for geo-economic sustainability,
in our opinion, was over-dependence on specific
goods (the share of the top-3 commodity groups
in Russia’s exports increased in 2015—2021 from
83.1% to 84.1%, imports — from 78.0% to 79.9%%),
foreign trade partners (the share of the three largest
countries buying Russian products increased
from 27.6% to 28.5% over the period under

% PCE 2022, p. 590; PCE 2019, p. 596—597; PCE 2017,
p. 569.
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review, supplying their products to the Russian
Federation — from 36.6% to 39.8%°'), federal
budget revenues from foreign economic activity. In
2022, despite the sanctions pressure, the Russian
economy successfully managed to grow the self-
sufficiency level in the most important raw materials
and increase the use of both the total number of
advanced production technologies and the share
of Russia ones in their structure. At the same time,
the key danger to the country’s geo-economic
sovereignty, in our opinion, was the insufficient
diversification of export-import turnover, the low
share of machinery and equipment necessary to
support industrial-technological transformation
in Russia’s commodity imports and the gradual
decline in the human capital level.

The first results of 2023 emphasized the outlined
consolidation of Russia’s economic sovereignty at
the level of “incomplete resilience” in the context
of virtually each of the considered components. The
strengthening of the industrial and technological
framework was confirmed by the 7.5% growth of
manufacturing industry, accelerated structural
adjustment — 10.5% growth in investment (Astrov,
2024, p. 9), increased geo-economic stability —
reduction of imports to 19% of GDP. With the
strengthening of the economic system’s resistance,
a 3.6% growth in GDP was achieved (with 90% of
the growth provided by non-resource industries’?),
which allowed the Russian economy to take first
place in Europe in terms of purchasing power
parity?.

The key factor in increasing the Russian
economic resilience in modern conditions is the
“forced industrial development of the country”34,

31 PCE 2022, p. 587; PCE 2019, p. 594; PCE 2017, p. 567.

32 Putin V. (2024). Russia: Front line of work. Rossiiskaya
gazeta, March 1, 48. P. 3.

33 Putin said that Russia’s economy has become the first in
Europe. RBK, January 11,2024. Available at: https://www.google.
com/amp/s/amp.rbc.ru/rbcnews/economics/11/01/2024/6591-
84c89a7947f8ac863 1ad (accessed: May 29, 2024).

3 Putin V. (2024). Russia: Front line of work. Rossiiskaya
gazeta, March 1, 48. P. 3.
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which implies the modernization of Russian
industry to a level that ensures the concentration
of the full cycle of creation from development to
production of end-to-end and critical technologies
within the country and the formation of a new
knowledge economy. By 2024, the country has a
unique set of factors favorable to the realization of
an industrial breakthrough: the unsatisfied demand
of the population and the economy, estimated by
experts at 50 trillion rubles, a decrease in annual
capital outflow, which amounted to 5—7% of GDP,
combined with the potential for repatriation of
capital (in the amount of about 50 billion U.S.
dollars per year)® and the activation of state
industrial policy, which launched “a strong growth
cycle based on the accumulation of primarily
industrial capital”3®. From the point of view of
the formation of a new knowledge economy, the
achievement of the country’s economic sovereignty
will predetermine the development of its main
driver — human capital, the main structural factors
concerning accumulation and multiplication of

which are scientific activity, education and health
care. In this case, we should pay attention to the
deterioration in the human capital quality (the
decline of Russia’s performance in the global
ranking of human capital indices from 0.729 in
2018 t0 0.681 in 2020 and human development from
0.845in 2019 to 0.822 in 2021), which we attribute
to the end of the first sanctions wave against Russia,
which has been accelerating since 2014%. To reverse
the negative trends and consolidate full resilience
in all three components of Russia’s economic
sovereignty, it is necessary to make a decisive
transition to systemic protectionism, designed
to increase the innovativeness of the Russian
economy, to support the structural transformation
of the industrial complex by lengthening value
chains, to reduce import dependence on the entire
range of high-tech goods and services, which at
the beginning of the period under review (2015)
amounted to 90% compared to 15% in the late
Soviet period, and to reduce the foreign economic
dependence on imported goods and services.
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Abstract. In the interests of strategic planning it is necessary to design and develop scientifically
substantiated forecasting and analytical tools, including those used to carry out variant calculations of the
consequences of management decisions and regional economic policy measures; this determines the
relevance of our study, as well as its applied significance. The aim of the research is to model the trajectories
ofthe region’seconomic development (in the case of the Vologda Region) forthe medium term with the help
of input-output tables. Tasks: to substantiate the choice of model tools for making forecasts, to develop an
input-output model based on calculated regional input-output tables, to identify and substantiate forecast
scenarios, as well as to forecast the trajectories of the region’s economic development in the medium term
as a demonstration of the capabilities of the model toolkit. The article presents the results of scenario
forecasting in relation to the trajectories of the economy of the Vologda Region as a model region for the
medium term under the influence of various structural policy instruments. We use our own recursive input-
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output model of the regional economy as a key forecasting tool, which makes up its scientific novelty.
Within the framework of three forecast scenarios (inertial, adaptive and transformational), we determine
the average annual rate of change in the main indicators of regional development (gross regional product,
gross output, investments in fixed assets and net exports) in the medium term, as well as the industry
(sectoral) parameters of the Vologda Region’s economic structure as of the end of the forecast period. The
results obtained in the course of the study are in line with macroeconomic forecasts for development of

the national and regional economies in the short and medium term.

Key words: region, input-output modeling, scenario forecasting.
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Introduction

In the current geopolitical and geo-economic
conditions of economic management, the economy
of Russia and its regions is increasingly in need of
structural transformation. This is confirmed both
by the results of surveys (Shirokova, Lukin, 2024)
and by the adopted strategic documents (INational
Security Strategy of the Russian Federation,
Economic Security Strategy of the Russian
Federation for the period up to 2030, Spatial
Development Strategy of the Russian Federation
for the period up to 2025, as well as references to
the need for structural reorganization in a number
of sectoral strategies).

The need to set and achieve strategic goals of the
state development, as well as the current economic
environment, which has a high level of uncertainty
and variability of development trajectories of the
Russian economy and its subjects, creates the need
to provide the strategic planning system and public
administration bodies with scientifically sound
methodological tools, including forecasting. The
implementation of economic policy (which includes
structural policy) requires forecast calculations of its
effectiveness in different scenarios of events.

However, the main problem in this case becomes
the harmonization of initial assumptions and
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hypotheses in the presence of a significant number
of forward and backward linkages both within the
economy of the region and between the regions of
the Russian Federation. In modern conditions, the
implementation of economic policy is complicated
by the presence of interdependencies between the
processes and structural elements of the region as
a system. In this case, the development of scenario
forecasts of regional economic development
trajectories on the basis of input-output modeling
allows significantly increasing the validity of
measures and tools of economic policy (Shirov et
al., 2023).

The use of input-output model complexes
makes it possible to assess the dynamics of socio-
economic development of the region, including the
impact on the production circuit and final utilization
(Shirov, Yantovskii, 2011). Within the framework
of structural analysis of the economy, it is the
input-output balance that allows comprehensively
considering the consequences of structural policy
implementation, while having sufficient flexibility
and taking into account a significant number of
both intra-regional interactions and factors of
external impact (Miller, Blair, 2009). The research
notes that the input-output balance provides the
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most accurate understanding of the interaction of
economic entities, and the state gradually creates all
the conditions for the maximum realization of the
potential of input-output model complexes'.

In this regard, the purpose of the research is to
model the trajectories of economic development of
the region in the medium term using input-output
tools. This is conditioned (in addition to the
above) by the need for variant calculations to
determine the potential trajectories of socio-
economic development of the region in the
interests of strategic planning, as well as to assess
the effectiveness of economic policy measures.
The objectives of the study are: justification of the
choice of modeling tools for making forecasts,
development of an input-output model based
on the calculated regional input-output tables,
definition and justification of forecast scenarios,
as well as forecasting the trajectories of economic
development of the region for the medium term.
Our recursive intersectoral model of regional
economy was used as a key forecasting tool, which
constituted its scientific novelty.

Literature review

The development of regional input-output
balances and model complexes based on them is a
highly specialized area of research. For instance,
Russian scientists have developed balances for
the Republic of Bashkortostan (Nigmatullin et
al., 2006), the Ivanovo Region, Moscow, the
Republic of Buryatia (Dondokov et al., 2014), the
Kaliningrad Region and a number of others. The
specialists of the Institute of Economic Forecasting
of RAS (IEF RAS) (Moscow) and the Institute of
Economics and Industrial Engineering, Siberian
Branch of RAS (Novosibirsk) have advanced most

' Delyagin M. Ensuring efficiency and competitiveness
of the economy. Zavtra, August, 23, 2024. Available at:
https://zavtra.ru/blogs/obespechivaya_effektivnost i
konkurentnost_ekonomiki_pravitel stvo mishustina_
sozdaet predposilki_dlya_planirovaniya i upravleniya na_
osnove _mezhotraslevogo balansa. (accessed: September 30,
2024).
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deeply in this direction. Abroad, this topic is being
studied more actively: regional and multiregional
input-output tables and corresponding modeling
tools are being developed in China (Jiang, 2011),
the United States, South Korea (Flegg, Tohmo,
2019), the Netherlands and other countries.

In Russia, the problem is aggravated by the lack
of the necessary array of statistical data: there is no
significant array of information (up to 90%,
according to the estimates of Rosstat experts)
necessary for the construction of regional input-
output tables (Masakova, 2019). In the conditions
of incomplete statistical information, the
construction of such tables is possible using various
indirect methods: modeling based on available
reference points, assumption of comparability
of technological processes in the production of
products, use of correlations and interdependencies
of conjugate indicators, as well as regionalization of
tables based on national tables of resources and use
(Ershov, Temir-ool, 2022).

The use of input-output modeling in economic
practice has a long history. The principles of input-
output balances as a basis for models were developed
by V.V. Leontiev in the first half of the 20th century.
However, the models themselves began to be
created and applied later, which is associated with
a significant amount of input data and the need
for many calculations, as well as the need to use
sufficiently complete and high-quality statistical data.

Soviet science has made a notable contribution
to the development of input-output modeling. In
the second half of the 20th century, the USSR
actively developed both individual models and
entire national economic model complexes. It
is worth noting the works published during this
period (Kossov, 1964; Shatilov, 1974; Urinson,
1975; Yaremenko et al., 1975; Granberg, 1985;
Baranov, 1989, etc.). A number of scientific teams
and research institutes have been engaged in the
issues of input-output modeling, and many of them
continue research in this direction (7ab. 1).
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Table 1. Examples of input-output models of the Russian economy

Authors

Model name

Content

Center for
Macroeconomic
Analysis and Short-
Term Forecasting
(CMASF)

Balance sheet-
econometric model of
forecasting of Russian
economy

The model is a system of blocks that utilizes both basic economic balances and
econometric interactions. The use of the model allows making forecasts for different
timeframes taking into account technological changes.

E.B. Ershov and Yu.V.
Yaremenko

Model of input-output
interactions

The model is both a means of analyzing the economic structure and a tool for
its forecasting, and the methodological basis is the assumption of qualitative
heterogeneity of resources used in the economy. The central link and principal
feature of the model is the modeling of the distribution flows of industries’ products,
which include supplies for intermediate consumption and flows forming functional
elements of the final product.

Institute of World
Economy and
Informatisation
(IWEI)

MOB modeling tools

In general, the model toolkit has many overlaps with the previous ones, the main
difference being the presence of a monetary and financial block.

Institute of Economic
Forecasting of RAS
(IEF RAS)

Intersectoral model of
the Russian economy
RIM

The model complex consisting of three large blocks: the balance of production and
distribution of products, the matrix of prices and incomes of economic agents, as well
as the block of calculated indicators. The nomenclature of the model is represented
by 25 types of economic activities, of which 15 are industries. The elements of final
use are consumption of households, government and non-profit organizations,
gross accumulation, including fixed capital, changes in inventories, as well as
exports. Imports of products and services are also included in the composition of
the economy’s resources.

Interregional
forecasting and
analytical model NORM

The NORM model describes economic dynamics in the medium and long term for all
constituent entities of the Russian Federation, taking into account interregional and
intersectoral links.

Conto cross-industry
model

The functional purpose of this model in the system of forecast-analytical calculations
is to harmonize macroeconomic and sectoral indicators over the entire forecast
period. It is based on the step-by-step calculation of key tables of inter-industry
balance (MOB) in constant and current prices. The most important exogenous
variables of the Conto model are economic policy parameters and characteristics of
the world economy development.

Institute of
Economics

and Industrial
Engineering, Siberian
Branch of RAS

Optimization
interregional
interindustry models

A number of models have been developed: static and dynamic regional model, static
interregional model, optimization regional and interregional models.

According to: (Suslov, Suspitsyn, 2005; Suspitsyn, 2009; Kuranov et al., 2021; et al.).

Table 2. Examples of variant calculations of economic development using input-output models

Author

Direction of variant calculations

A.A. Shirov et al.

Study of economic effects for Russia, Belarus, Kazakhstan and Ukraine in the creation of the
Common Economic Space

A. Baranov et al.

Assessment of the consequences of the Bank of Russia’s inflation targeting policy

Yu.Yu. Ponomarev, D.Yu. Evdokimov

Analysis of the spread of COVID-19 pandemic effects by industry sector

IEF RAS, Center for Tax Policy

Analysis of the key and most effective areas of low-carbon transformation of Moscow economy

E.E. Cox, L. Carrera, O. Jonkeren,
J.S. Aerts, T.G. Khusbi, M. Tissen,
G. Standardi, Ya. Misiak

Analysis of the economic impacts of two flood scenarios in the Po River basin in Italy using
three regional catastrophe impact models: two hybrid MOBs and a Computable General
Equilibrium (CGE) model

Tadayuki Hara, Hidekazu lwamoto

Applying MROs to assess the economic impact of tourism

R. Bardazzi

analysis

Assessment of labor productivity at the industry level using methods based on inter-industry

According to: (Shirov et al., 2015; Ponomarev, Evdokimov, 2020; Shirov et al., 2023; Bardazzi, 2011; Baranov et al., 2013; Cox et al.,
2016; Hara, lIwamoto, 2022).
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One of the most frequently solved tasks with the
help of inter-sectoral modeling is the option
calculations from the implementation of certain
management decisions. Scientific research in this
direction considers various scenarios — from the
study of the effects from the implementation of
individual investment projects to the consequences
of the formation of the Common Economic Space
(Tab. 2).

The analysis has demonstrated the relevance
and significance of the experience in the deve-
lopment and application of input-output modeling
tools in the development of scenario forecasts of
the trajectory of socio-economic development of
the regional economy and justification of economic
policy measures on their basis.

In most cases, in the reviewed studies, the
change in final demand is used as an input variable,
which allows calculating the change in outputs and
input-output multiplier effects (direct, indirect, and
induced). When calculating the effects of economic
policy measures (changes in the parameters of
final consumption, investment or foreign trade), it is
necessary to consider the impact of these parameters
separately, which requires the development of an
additional block of the model that allows obtaining
the aggregate change in final utilization due to
changes in its components. When this block is
implemented, it can be argued that the study will
make it possible to supplement the existing scientific
knowledge in terms of the development of tools for
regional input-output modeling and is of practical
importance to justify the management decisions
taken.

Materials and methods

Within the framework of the study, we have
developed a recursive intersectoral model based on
our own regional input-output tables to identify
potential trajectories of the regional economy
development and model the process of its structural
reorganization. In addition to variant forecasts
of the consequences of the implementation of
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economic policy measures, the proposed toolkit
allows building scenario meso-economic forecasts.

The information base of the model is our input-
output balances of production and distribution of
products of the region for 2011—-2020, regionalized
from the national tables of resources and use?. As
indirect information for forecasting purposes, we
used country and regional statistical information on
production, income of economic agents, investment
and fixed assets, foreign trade®, interregional
import-export*, etc. The model presents the
regional economy in the context of 32 aggregated
types of economic activities, which are described on
the basis of official data of Rosstat in terms of SNA
(system of national accounts), production and costs.

The first stage of modeling is the formation of
the matrix of input-output balance. For this
purpose, we used both direct data of the national
accounting system, provided by the regional
statistical office, and indirect data, providing
information of production and technological
character and allowing filling in the missing
statistical indicators. Initially, the matrix of
technological coefficients is formed on the basis
of data from country input-output tables. At the
same time, the model has a possibility of exogenous
setting of sectoral cost coefficients, which allows
estimating changes in material and energy intensity
of production in different scenarios. Regionalized
technological coefficients are used for the input-
output distribution of fringing totals, taking into
account the specifics of the regional economy.
Aggregation or disaggregation to the required
industry nomenclature is performed using structural
proportions of the volume of goods shipped or the
average number of employees in the industries of

2 Tables of resources and utilization of the Russian
Federation for 2011-2020 (Rosstat data). Available at: https://
rosstat.gov.ru/statistics/accounts (accessed: September 2,
2024)

3 Data from statistical yearbooks of the Vologda Region
for 2011-2020.

4 Data of statistical bulletins on import-export of goods
and products by organizations in the Vologda Region for
2011-2020.
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the region. The structure of gross accumulation
is distributed according to the type structure of
fixed assets in the regional economy, which allows
taking into account the peculiarities of the regional
investment process. The structure of exports and
imports is calculated by recalculating the data of the
Federal Customs Service using the average annual
dollar exchange rates provided by the Bank of
Russia. The balancing item in the calculated input-
output balance is the balance of interregional trade
(Formula 1).

Inventories at the beginning of the year +
Production + Import + Interregional imports
= Intermediate use + Final consumption + @8

Gross accumulation + Export + Interregional

export + Inventories at the end of the year

The problem of calculating the counter flows
of interregional trade arises. In official statistical
sources the data on it are incomplete and have
significant distortions, which forces to use calcu-
lation methods to determine the volume and
direction of commodity flows between regions.

To solve this problem, we used the mathematical
approach of T. Kronenberg (Kronenberg, 2009),
which consists in calculating the heterogeneity of
commodity flows (h) according to the data of
national input-output tables using Formula 2.

h=—-1n 2)
XintZintdin
where & — heterogeneity factor,
q,, — volumes of counter flows of foreign trade
in the i-th type of activity in the national economy,
x, — output of i-th type of activity within the
country,
z, — intermediate consumption by i-type of
activity within the country,
d, — final utilization by i-th type of activity
within the country.
Based on Formula 2,

Qir = h (xir + Zy + dir): (3)

Economic and Social Changes: Facts, Trends, Forecast

Volume 17, Issue 6, 2024

where g, — volumes of counter flows of foreign
trade in the region,

x, — gross output of the region by i-type of
activity,

z, — intermediate consumption of the region
for the i-th type of activity,

d, — final utilization of the region by the i-th
type of activity.

Further, we determine the interregional trade
turnover of the region by i-th type of activity
(Formula 4):

Vi = |by| + qir, 4)

where v, — interregional trade turnover by i-type
of activity in the region,

b, — trade balance (net exports) for i-th type of
activity in the region.

Further, based on the indicator of heterogeneity
and balance, and volumes of the trade balance of the
region, we calculated commodity flows (volumes of
import and export) by i-th type of activity according
to formulas 5 (export) and 6 (import).

ir = (vir - bir)/z
mi = (vir + bir)/z

(5
(6)

The second stage of modeling the regional
economy involves forecasting the dynamics and
structure of end-use elements, which, according
to the SNA, are the volumes of final consump-
tion of households, government and nonprofit
organizations, gross fixed capital formation calcu-
lated through investment, changes in material
stocks, as well as foreign trade flows, both global
and interregional.

The model relies on the basic equation of input-
output balance, which in matrix form is as follows:

X = AX + Y, (7)

where X — vector of total output;
A — matrix of direct cost ratios;
Y — end-use vector.
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We used the following equation in the modeling;:

(E-A)71xY =%, (8)

where E — unit matrix; (E — A)' — matrix of
total cost ratios.

On the basis of the obtained matrix dependence,
it is possible to calculate, what should be the volume
of realization x in all branches of economy, if the
change of final utilization y is planned, i.e. full costs
are calculated.

We present the calculation algorithm.

1. Based on the data from the table of goods
and services utilization, the direct cost matrix A4 is
calculated. For this purpose, the share of direct
costs E.j. in the volume of output Xj is determined:

®)

The element a, of matrix A shows the consu-
mption of product i directly in the production of a
unit of output of industry j.

2. Next, the full cost matrix B = (E — A)~'is
calculated. For this purpose, matrix A is subtracted
from unit matrix E£. The obtained matrix is raised to
degree -1, i.e. inverse matrix (£ — A)~'is found.
Element b!_/_ of matrix B characterizes the need for
gross output of industry i, which is necessary to
obtain a unit of the final product of industry in the
process of material production.

3. Full cost matrix B multiplied by the vector
of planned end uses Y equals the gross output of all
industries X:

n
Xi = [0 Y2 Y3 0 Yn) = Z bijyj. (10)
j=1

Execution of this algorithm allows obtaining
vector X (gross output) for each industry. However,
to forecast the dynamics of end-use elements, it will
be necessary to calculate the values of vector Y,
which includes such components as household
consumption, investment, exports, etc.
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The formula is used to calculate the rate of
change of individual elements Y, of end-use vector Y-

y; = fe; »w/C + ga; w® + ge; » wi®, (11)

where fcj — dynamics of final consumption;

ga,— dynamics of gross savings;

ge,— dynamics of net exports;

wfcj,wﬂ“j,wgej — shares of respective elements in the
end-use structure.

This decomposition is used because some
elements of final use can be predicted more accu-
rately using indirect statistics: for example, changes
in population and income for final use, dynamics
of investment in fixed capital for gross capital
formation, demand for key commodities and price
changes for net exports.

Within the framework of the current study, the
shares in the structure of final use were averaged
on the basis of retrospective dynamics (forecasting
of structural proportions is considered as the deve-
lopment of the model complex and the direction
of the study as a whole), while the dynamics of
indicators by industry is an exogenous variable of
the model and is calculated taking into account
hindsight and expert estimates.

The result of modeling is the final estimates of
gross output, gross regional product in constant
prices, investment in fixed capital, calculated
through gross fixed capital formation and net
exports, taking into account interregional imports
and exports. In the model, they are represented by
the estimated quadrants of input-output balances
over the entire forecasting horizon.

Characterization of the model region

The study uses the Vologda Region as a model
region. Due to the accumulated limitations of
structural development at all stages of the repro-
duction process, the need to transform its economy
has been repeatedly justified in earlier studies (see,
for example, Rumyantsev, Leonidova, 2020).
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The key problems constraining regional deve-
lopment and causing low rates of economic growth
(Fig. 1) are the simplification of the economic
structure and deterioration of its ability to generate
added value.

In the post-Soviet period, the region occupied
a narrow market specialization in the international

and national division of labor in the production
of primary products (rolled metal products,
mineral fertilizers, timber), while at the same time
inter-sectoral ties weakened to a large extent,
positions in machine building (including machine
tools), light industry, woodworking were lost
(Fig. 2).

Figure 1. Growth rates of average per capita GDP of Russia and GRP of
the Vologda Region in 1990-2022, to the level of 1995
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Source: calculated on the basis of Rosstat data using GRP physical volume indices.
Figure 2. Increase (decrease) in the physical volume of production of certain
types of products in the Vologda Region in 1985-2022, % to 1985
Rolling bearings -93
House kits wood -91
Rolled ferrous metals -28
Sawn timber -9
Paper and cardboard 129
Mineral fertilizers 342
Source: calculated on the basis of Rosstat.
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As a consequence of this situation, problems
in the reproduction circuit of the economy have
been growing: disproportions at the stage of
production (reduction of the role of material
production, knowledge-intensive sector of the
economy, deterioration of the geographical,
sectoral and professional structure of employment),

formation and distribution of added value
(concentration of the economy’s income in
a limited number of industries, stagnation of
employees’ remuneration level of), use of income
(lagging behind the savings rate, slowing dynamics
and low volume of intra-regional consumer demand
(Fig. 3), etc.).

Figure 3. Actual final consumption of households per capita in NWFD regions in 2021,
thousand rubles

Saint Petersburg 775
Murmansk Region 526
Arkhangelsk Region 468
Republic of Karelia 447
Leningrad Region 446
Komi Republic 423
Kaliningrad Region 404
Pskov Region 368
Vologda Region 366
Novgorod Region 365
NWFD 561
RF 480
0 100 200 300 400 500 600 700 800 900
Source: based on Rosstat data.
Figure 4. Number of personnel engaged in research and development
in the Vologda Region in 1990-2022, persons
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Source: based on Rosstat data.
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The region’s specialization in export-oriented
production of primary products has led to gradual
deindustrialization, “washing out” of the economic
structure of machine-building and industry pro-
ducing final consumption products, compression
of domestic demand for research and development:
in 1990—2022 the number of personnel engaged
in R&D decreased by more than 6 times (Fig. 4).
The consequences of this were the growth of
technological import dependence, increasing
economic inequality and the compression of the
populated area of the region with the concentration
of population in the largest agglomerations (Vologda
and Cherepovets).

It seems that in such conditions the structural
policy of the Vologda Region should be aimed at
multidimensional complication of the regional
economy, its repositioning in interregional
value-added chains, echeloned development of
promising market niches on the basis of reasonable
variant calculations of possible development
trajectories and attraction of federal funding for
these purposes.

The implementation of such a policy within the
framework of the strategy of socio-economic
development of the Vologda Region will contribute
to the stimulation of manufacturing of products
for investment purposes and final consumption,
will create demand for R&D and import-
substituting technologies. As the effects of its
implementation, it is also predicted to increase the
income of enterprises included in the value-added
chain and, as a consequence, of other economic
agents, to accelerate the dynamics of the region’s
development, to create new jobs and to reduce the
differentiation between municipalities.

Based on the analysis of structural imbalances
in the Vologda Region, as well as studies of available
statistical information, we came to the conclusion
that the Vologda Region can become a “testing
ground” for approbation of our model toolkit and
demonstration of its capabilities.
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Scenario assumptions

We carried out three scenarios — inertial,
adaptation and transformation — when carrying out
variant forecasting of regional economic deve-
lopment on the basis of our input-output model. As
mentioned earlier, the scenarios set the dynamics
of end-use indicators in the sectoral context, taking
into account the retrospective dynamics, which
were then adjusted taking into account the scenario
assumptions, macroeconomic forecasts of analytical
centers (the Ministry of Economic Development
of the Russian Federation, the Bank of Russia, the
Institute of Economic Forecasting of RAS, the
Center for Macrostructural Analysis and Short-
Term Forecasting, etc.), expert assessments and
relevant sectoral studies.

1. Inertial scenario.

The inertial scenario was used as a baseline
scenario (as a control scenario). Its main premise
was the retrospective dynamics of the region’s
economy, which is not affected by geopolitical and
geo-economic instability. The scenario assumes the
preservation of the previous development rates, but
in fact it can no longer be realized.

The inertial scenario envisages the following
structural changes:

— increase in the share of construction in
the industry structure due to the active growth of
preferential mortgage lending;

— slowdown in the growth rates of metal-
lurgical production due to saturation of export
markets and weak focus on domestic demand;

— fluctuations in the shares within manu-
facturing industries associated with the inertial
development trajectory and the transition of a
number of investment projects to the operational
stage (food industry, sawing and planning of wood,
production of rolled products and other industries
of primary resource processing).

2. Adaptation scenario.

The second scenario assesses the impact of
foreign trade restrictions and restrained economic
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policy to stimulate domestic demand and support
import substitution.

The main assumptions of this scenario are:

— export-oriented sectors of the Vologda
Region economy (timber industry, ferrous metal-
lurgy; production and supply of fertilizers were not
affected by the sanctions) significantly reduced
production volumes due to bans from key consumers
— EU countries (in the first years after the shock up
to 30%, later the dynamics becomes more positive
— from 5—10% decrease to 3—4% increase per year
depending on the sector);

— reduction in imports of investment goods
and, as a consequence, slowdown in investment
activity (-10—15% from 2022, including due to the
termination of access to foreign capital markets);

— decrease in physical volumes of imports of
end-use goods with simultaneous increase in their
price due to the complexity of supplies (up to 20%
of the 2022 volumes);

— fragmented growth of industries producing
import-substituting products (machine building,
final consumption goods, high-tech intermediate
consumption products), change in the direction of
logistics flows and their volumes;

— slowdown in the investment activity of
enterprises against the background of tight monetary
policy of the Central Bank of the Russian Fede-
ration, deterioration of financial results, increase in
the general level of uncertainty in the economy and
restricted access to imports of means of production.

The most active direction of economic policy
implementation in unstable macroeconomic
conditions was to maintain the level of domestic
demand. The main measures to support consump-
tion were:

— tourist cashback (tourism is the most
multiplicative end-use industry);

— stimulation of preferential mortgages (one
of the most important drivers for construction),
support for which has been reduced, and there is
currently a slowdown in housing commissioning;
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— social transfers in cash and in kind and a
number of others.

A significant contribution to the increase in final
consumption was also made by payments to
participants in the special military operation, whose
incomes are much higher than the level of average
annual wages.

These support measures had a temporary effect
on stimulating final demand — at the beginning of
the forecast period the growth rates of the stimulated
industries ranged from 3 to 12%, later they stagnated
to zero growth rates.

The adaptation scenario assumes a shift in
structural proportions toward domestic demand:
an increase in the share of market services, in
particular wholesale and retail trade, a decrease
in the influence of export-oriented sectors of the
economy on its dynamics (with the exception of
fertilizer production due to the growing food crisis
in the world), as well as an increase in the share of
construction.

3. The “active transformation” scenario.

The main prerequisite for the third scenario is
the state’s active structural policy, which should
ensure the rates of economic growth necessary to
address key socio-economic tasks in the new eco-
nomic environment. Such tasks include improving
the quality of economic growth and the quality
of life, increasing the complexity of the economy
and expanded reproduction of capital, as well as
observing the interests of national security.

Under this scenario, it is assumed that the
process of structural adjustment of the economy
will be based on joint actions of the state, business
and population, with the role of the state at the
first stage should be strengthened (in terms of
investment incentives), which in the future should
be balanced by the growth of business activity
and consumer demand. An important aspect is
technological development; in the absence of an
inflow of technologies, their borrowing and reverse
engineering are required, as well as the activation of
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technological import substitution. In the future, this
strategy can be transformed into an expansive one
due to the realization of competitive advantages.

The main direction of structural policy under
this scenario will be the development of promising
economic specializations of the territory in the
interests of lengthening value chains and increasing
the complexity of the economic structure. A
necessary condition dictated by both the current
geopolitical situation and the logic of business
processes is the reorientation of foreign trade
activities to domestic markets and partners from
friendly countries.

In addition, an active structural policy includes
tools to stimulate consumer demand and investment
support for industries with promising specialization
of the region’s economy. The role of the state is to
create conditions for their development by both
direct methods (state participation in investment
projects, infrastructure investments, budget loans
and subsidies) and non-economic methods (various
benefits, preferential tax regimes, etc.).

We believe that the consequences of the
structural policy implementation in the region will
be the following trends of the Vologda Region
economy development:

— slowdown in the growth rates of export-
oriented industries due to the transition to the
domestic market under foreign trade restrictions
(up to 1.5% per year);

— acceleration of investment activity in
industries with promising specialization (deep wood
processing, machine building, high value-added
chemistry) up to two or threefold growth depending
on the volume of state support and increase in their
investment attractiveness;

— support for end-use industries will allow
accelerating their growth rates to 3—4% annually.

The list of assumptions for forecasting in this
scenario is not final, there are some hidden conse-
quences of structural policy. The transformation
scenario assumes an increase in the share of
machine building, timber industry in terms of
deepening wood processing, and a reduction in the
share of metallurgy with simultaneous reorientation
of its commodity flows from external to domestic
markets.

Calculation results

Table 3 presents the results of forecast
calculations within the proposed scenarios. It is
worth noting that in the inertial scenario the growth
of investment activity remains due to the high results

Table 3. Average annual growth rates of key economic indicators of the
Vologda Region in 2023-2031, % to the previous year

Indicator Scenario 2023-2025 2026-2028 2029-2031

Inertia 101.8 102.2 102.4

Release Adaptation 102.3 102.8 103.1
Transformation 103.1 104.2 104.6
Inertia 99.6 101.0 102.1

GRP Adaptation 98.0 102.2 102.2
Transformation 100.3 103.5 103.6
Inertia 103.0 103.1 104.0

Investments in fixed assets Adaptation 103.8 105.2 105.4
Transformation 105.0 108.0 107.4
Inertia 99.0 104.5 109.2

Exports Adaptation 93.0 107.7 112.3
Transformation 97.6 99.7 102.6
Inertia 119.9 110.3 106.5

Import Adaptation 97.7 102.9 103.7
Transformation 100.0 99.1 96.3

Source: own compilation.
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of the previous years, however, such growth rates of
production and capital investment are characteristic
of the traditional industries of the Vologda Region
(ferrous metallurgy, fertilizer production, timber
industry complex). The key structural problem is
the degradation of machine-building industries,
which leads to increased import dependence in
terms of means of production, which in the long
term will slow down investment activity, reduce the
profitability of production and, consequently, its
competitiveness. Export growth rates will accelerate
over time, but the creation of trade balance
imbalances is inevitable.

The main trend in the adaptation scenario is the
sanctions pressure: foreign trade restrictions will
significantly slow down the dynamics of export-
oriented industries of the region and its economy
as a whole. Countermeasures in this case will be the
activation of domestic demand for both intermediate
and final products, reorientation of exports to
friendly markets, as well as the development of
interregional markets. This will accelerate economic
growth and increase investment activity, but in the
long run, which is not covered by this study, we
assume that the dynamics will slow down again, up
to negative values.

Figure 5. Forecast variants of the Vologda Region economic structure in 2031, % of the total

1.36 1,27 1.54 2.39

3, 5.01 5.49 4,23

e 11.55 11.95 12.42

10.45

10.77
. . -

2022 Inertia-2031 Adatation-2031 Transformation-2031

H Metallurgy M Market services Chemical industries
Non-market services H Other industry M Wood processing

M Agriculture and forestry M Construction B Machinery and equipment manufacturing

Note: The sectors presented in the figure include the following types of economic activities:

1. Metallurgy — metallurgical production and production of finished metal products;

2. Market Services — wholesale and retail trade, hotels and restaurants, transportation and communications, finance and
insurance activities, real estate operations, rentals and services;

3. Chemical industries — chemical production, production of rubber and plastic products;

4. Non-market services — public administration, education, health and social services, provision of other services;

5. Other industry — mining, food production (including beverage production), textile and clothing production, leather, leather
goods and footwear production; production of other non-metallic mineral products; other production; production, transmission
and distribution of electricity, gas, steam and hot water; water collection, treatment and distribution;

6. Timber manufacturing — wood processing and manufacture of wood products, pulp and paper production, publishing and

printing activities;

7. Agriculture and Forestry — agriculture, forestry, hunting, fishing and fish farming;

8. Building;

9. Mechanical engineering: manufacture of machinery and equipment, manufacture of electrical, electronic and optical

equipment, manufacture of vehicles and equipment.

Source: own compilation on the basis of GVA calculations using modeling tools.
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Under the transformation scenario, it is
expected that the economic growth driver will be
high-tech sectors of the economy (machine
building, medium- and low-tonnage chemistry,
production using additive technologies, industries
of human capital formation), which will contribute
to the acceleration of growth rates and recovery
from the crisis in the medium term and, in
our opinion, the most important thing — the
“complication” of the economic structure. At the
same time, traditional sectors of the economy will
not lose their importance, but will become reference
points — basic sectors — for the development of
promising economic activities. This will result in
a reorientation from export activities to domestic
markets and deeper processing of products produced
in the region, as well as strengthening technological
sovereignty and increasing the level of economic
security of both the region and the country as a
whole.

Figure 5 shows the forecasted structure of the
Vologda Region economy according to the
calculations. We should say that the structural
changes are rather slow and we should not expect
a radical change in the structure in the forecast
period. The main changes in the inertial scenario are
the growth of the share of construction stimulated
by preferential mortgages and local production
of construction materials, the reduction of the
share of metallurgy due to the saturation of export
markets and insignificant changes in the structure
of manufacturing industries that do not lead to
the complexity of the economy and deepening of
product processing.

The adaptation scenario assumes a shift in
structural proportions toward domestic demand:
an increase in the share of market services, in
particular wholesale and retail trade, a decrease
in the influence of export-oriented sectors of the
economy on its dynamics (with the exception of
fertilizer production due to the growing food crisis
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in the world), as well as an increase in the share of
construction. The transformation scenario assumes
an increase in the share of machine-building, timber
industry in terms of deepening wood processing,
and a reduction in the share of metallurgy with
simultaneous reorientation of its commodity flows
from external to domestic markets.

The structural policy inherent in the trans-
formation scenario will make it possible to overcome
the existing limitations of the region’s economic
development and create prerequisites for sustainable
growth in the long term. In general, to realize the
transformation scenario as a target scenario, it is
necessary to conduct active structural policy in
at least three key areas: stimulation of domestic
demand, strengthening of structural investment
policy, repositioning of the region in existing and
prospective value chains.

Conclusion

The research has developed and tested the
model toolkit based on our regionalized input-
output balances on the materials of the Vologda
Region. The use of the proposed model complex
allows carrying out variant calculations of the
trajectories of economic development of regions
depending on the implemented measures of
economic policy, stimulation of various types of
economic activity, and is also a flexible basis for the
construction of additional blocks of the model that
allow to estimate budgetary effects, the need for
labor resources and a number of other economic
parameters.

As a result of approbation on the materials of the
Vologda Region, we determined that the impro-
vement of the quality of the economy with its stable
growth is possible during the implementation of
structural policy aimed at maintaining domestic
final demand, increasing investment activity and
development of industries of promising economic
specialization within the existing value added
chains. The results obtained in the course of the
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study are consistent with macroeconomic forecasts
of national and regional economic development in
the short and medium term.

Further research will be carried out in such
directions as expansion of the model’s industry
nomenclature, formation of additional blocks to
increase the number of estimated effects,
development of tools for endogenous calculation of
end-use industry components for more automated

and objective forecasting, as well as expansion of
the list of regions through regionalization of input-
output tables.

The research results can be used by public
authorities in the development of strategic planning
documents, by a wide range of researchers in the
field of regional and sectoral economics, as well
as by teachers and students in the framework of
training in economic specialties.
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the extension of local preferential regimes to the entire territory of the Far East and the prerequisites for
the emergence of a “tax trap” as a result. Using the example of the Khabarovsk Territory, we assess shortfall
in local budget revenues caused by a significant increase in tax benefits. We reveal the consequences of a
situation when the volume of tax benefits provided is not limited by the volume of investments in projects.
We consider measures to dampen the consequences of the “tax trap” for regional budgets in the case of
expanding the zone of local preferential regimes to the entire Far East. We propose to allocate tax benefits
to a resident in the form of a money grant, provided that the resident fulfills its obligations to increase
employment and develop the real sector of the region’s economy, and the total amount of benefits is
limited by the amount of investments made by the resident.
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Introduction

In the modern conditions it is important to
understand how financial preferences introduced
by the government and aimed at promoting
entrepreneurial activity affect socio-economic
development of specific municipalities. Russian
regional policy uses almost all financial tools
known in world practice to stimulate spatial
development. But the Far Eastern outstripping
development territories (ODTs) and the Free
Port of Vladivostok (FPV) regime have recently
become the most famous and widely used. To
manage their functioning, JSC “Far East and
Arctic Development Corporation” (FEADC)' was
established, the sole shareholder of which, on behalf
of the Russian Federation, is the RF Ministry for
the Development of the Russian Far East and Arctic
(Minvostokrazvitiya).

A significant body of publications is devoted to
assessing the results of financial policy aimed at
promoting regional development, demonstrating a
wide range of opinions, from completely positive
(Hirofumi, 2019; Sida, Kan, 2021; Chichkanoyv,
Belyaevskaya-Plotnik, 2022) to severely critical
(Gulidov, 2021; Leonov, 2020; Minakir, 2022;
Savchenko, 2022). Such discrepancies in estimates

I FEADC JSC is the management company of the
outstripping socio-economic development territories, the
Free Port of Vladivostok and the Arctic Zone of the Russian
Federation in the Far Eastern and Arctic constituent entities of
the Russian Federation.
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indicate a lack of generally accepted theory and
methodological unity among researchers. The issue
of assessing the financial impact of preferential
treatment on municipal development is becoming
more acute in connection with existing proposals
put forward by scientists (Minakir, 2017; MinaKkir,
2022) to extend preferential treatment to the entire
territory of the Russian Far East. Recently, this idea
has become the focus of attention of the Russian
Government?.

The aim of the work is comparative analysis of
the problems and methodological approaches to
assessing the effectiveness of financial measures
implemented by the preferential regional policy of
ODTs and the FPV in the Russian Far East (FE).

Research materials and methods

The theoretical basis of the research is the
concept of propulsive industries and growth poles
of E Perroux (Perroux, 2007). The methodological
basis of the work includes systems and comparative
analyses, and various methods of data visualization.
The information base consists of analytical
documents and official financial statements of
federal, regional and local authorities.

2 The entire Russian Far East can become a single
territory of outstripping development. Available at: https://
www.vedomosti.ru/economics/articles/2022/11/17/950880-
ves-dalnii-vostok
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Specifics of the emergence and functioning of
preferential regimes

The first type of financial support for regional
development in Russia was federal target programs?
that homogeneously covered the entire territory of
the federal district. We should recognize that these
programs, as noted in the literature, did not give a
great impetus to the development of the Russian Far
East “due to three reasons: vagueness of the target
program objectives (“achieving economic growth™);
continuous underfunding of program activities; lack
of a management system for their implementation
and real redistribution of financial flows” (Leonov,
Barabash, 2020).

Subsequently, the federal center began to shift
the focus in the development of the region toward
the formation of effective economic institutions and
an environment favorable for the functioning of
investors, complementing region-wide projects
with the simultaneous implementation of local or
point projects within the framework of the concept
of “growth poles” (Perroux, 2007).

The RF Government has chosen to use special
legal regimes for conducting business within the
borders of individual territorial entities at different
levels, when accelerated economic growth in
selected locations should be achieved by providing
a particularly beneficial, localized economic
environment for doing business. Attempts were
made to introduce the ideas of special economic
zones and then exclusive economic zones in the
Far East. The results of the implementation of
these ideas at the regional level turned out to be
controversial*.

Creating territories with an outstripping socio-
economic development regime launched in 2014 in
accordance with the federal law® has become an
instrument of polarizing policy in relation to the
modern Far East. The ideology of ODTs¢ in Russia
was first applied in the Far Eastern regions. Currently
there are 17 ODTs in the Far East (their number has
recently decreased due to the consolidation of some
of them within RF constituent entities in order to
optimize management’).

3 To overcome the crisis in the Far East, it was necessary to take special measures of state support in terms of concentrating
state budget funds on the main target areas. The main instrument of state regulation of regional development in relation to the Far
East was the federal target program “Development of the Far East and Transbaikalia”, which has about a dozen different variants
since the mid-1980s (Minakir, 2022).

4 Attempts to create special economic zones and exclusive economic zones in the Far East were unsuccessful due to a
number of reasons: the scale of the zones was obviously unrealistic, and they required huge investments for infrastructure
development, which the Russian Government was unable to provide. The weak regulatory and legislative framework did not
provide really favorable economic (tax, customs and currency) conditions for the creation and operation of zones in comparison
with the conditions offered in neighboring countries.; when creating the zones, the Russian Government has absolutized a fiscal
approach aimed at generating as much budget revenue as possible and as soon as possible, rather than balancing the interests of
the state and investors (Kuznetsova, 2016; Leonov, Barabash, 2020, pp. 22—24).

3 On outstripping socio-economic development territories in the Russian Federation: Federal Law 473-FZ. Available at:
https://www.consultant.ru/document/cons_doc_LAW_172962/)

¢ We should note that the difference between the concepts of ODTs (outstripping development territories) and OSEDTs
(outstripping socio-economic development territories) is quite conditional. Initially, OSEDTs were created to suit the export
specialization of the region, but due to the 2014 sanctions the specialization of the Far Eastern territorial formations was clarified
in practice under the idea of import substitution. The abbreviation ODTs (outstripping development territories) began to be used
more often. Currently, ODTs and OSEDTs are often considered synonymous, unless otherwise agreed in advance. Nevertheless,
it can be considered with a certain degree of conditionality that the abbreviation OSEDT in modern conditions is more associated
with the concept of single-industry towns as territories of outstripping socio-economic development created on the territories of
single-industry municipalities of the Russian Federation (single-industry towns) (see RF Government Resolution 1240, dated
September 23, 2019).

7 For example, in 2023, in the Khabarovsk Territory, the outstripping development territories of Khabarovsk, Komsomolsk
and Nikolaevsk were merged into a single Khabarovskaya ODT (RF Government Resolution 1045 “On the unification of
outstripping development territories created in the Khabarovsk Territory and the invalidation of certain acts and certain provisions
of certain acts of the Government of the Russian Federation”, dated June 28, 2023 (government.ru/docs/all/148423)); in the
Amur Region, the Belogorsk, Priamurskaya and Svobodny outstripping development territories were merged into a single
Amurskaya ODT (RF Government Resolution 3 “On the unification of outstripping development territories created in the Amur
Region and the invalidation of certain acts and certain provisions of certain acts of the Government of the Russian Federation”,
dated January 10, 2023 (http://static.government.ru/media/files/dMzEtTgVDkP17Lfmpalvg9AgagglnaSC.pdf)).
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Figure 1. Main preferential regimes of the Russian Far East

TERRITORIES THAT HAVE PREFERENTIAL REGIMES

Outstripping development territories (ODTs)
Free Port of Vladivostok (FPV)
RF Arctic Zone (AZRF)

Boundaries of RF constituent entities
Boundaries of municipalities
Capital cities of RF constituent entities

Source: compiled by V.D. Khizhnyak based on the Annual Report on the Activities of the Far East and Arctic Development
Corporation for 2023.
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In 2015 the preferential regime “Free Port of
Vladivostok” ® was launched, the experience of
which was later extended to 22 municipalities in
five regions of the Far Eastern Federal District
(FEFED).

In fact, the peak of creation of preferential
regimes in Far Eastern regions (Fig. 1) occurred in
2015—-2021, when crisis phenomena were
occasionally observed in the country’s economy,
and the selective policy of this time was focused
on stimulating potential “growth points” in the
interests of both the relevant territories and the
country as a whole.

As we can see, in some cases there is a territorial
intersection of various preferential regimes, but it is
stipulated by law that the preferences of each regime
cannot be superimposed (summed up) and act
simultaneously’.

Interest in the financial performance of local
preferential regimes in the Far East, which are
conceptually close to “growth poles” and are
forming around “anchor” projects that serve
as “propulsive industries” in the terminology
of F. Perroux (Perroux, 2007), is mentioned in
a significant number of works. Initially, it was
assumed these regimes would provide “incentives
for transformational economic development”
(Fortescue, 2022).

The existing positive assessments of the
functioning of preferential regimes focus on the

8 About the Free Port of Vladivostok: Federal Law 212-
FZ, dated July 13, 2015. Available at: https://www.consultant.
ru/document/cons_doc_ LAW 182596/

° For example, according to Federal Law 473-FZ “On
outstripping socio-economic development territories in the
Russian Federation”, the municipality on whose territory an
outstripping development territory was created belongs to the
Arctic Zone of the Russian Federation in accordance with
Federal Law 193-FZ, dated July 13, 2020 “On state support
for entrepreneurial activity in the Arctic Zone of the Russian
Federation”. At the same time, residents of the specified
outstripping development territory retain the resident status
obtained in accordance with this Federal Law and carry out
their activities in accordance with concluded agreements on
the implementation of activities until the expiration of their
validity period”. (https://www.consultant.ru/document/cons_
doc_ LAW 172962/).
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results of potential economic activities of their
residents, which in the medium term will be able
to create an effect measured by tens of thousands of
jobs (Sida, Kan, 2021; Chichkanov, Belyaevskaya-
Plotnik, 2022). According to some estimates,
preferential regimes are designed to ensure more
than two thirds of economic growth and up to a
quarter of investments in the FEFD (Savchenko,
2022, p. 54).

On the other hand, it is recognized that the cost
of maintaining preferential regimes reaches 70% of
all budget expenditures on FEFD development
(Borshchevskiy, 2024; Gulidov, 2021). Moreover,
even the authors who give positive assessments note
the uneven level of effectiveness and development
potential of ODTs and the FPV (Sida, Kan, 2021, p.
30), when already at the first stage of formation, the
FPV regime turned out to be more popular among
investors due to the lack of need to purchase a land
plot that was provided to the resident according to
the application principle. As a result, the number
of FPV residents grew twice as fast from 2016 to
2020 compared to the number of ODT residents,
and competition between preferential regimes led to
tougher conditions in one of them contributing to
an increase in the number of residents in the other
(Leonov, 2020).

Complexity of financial assessment of the results
of preferential regimes

The complexity of such an assessment in
relation to municipalities is partly explained by the
open nature of the regional economy and its strong
dependence on external impacts (Savchenko,
2022; Kuznetsova, 2016). The preferential regimes
of ODTs and FPV are currently quite close both
in terms of functionality and goals and objectives
(Tab. 1).

However, there are several significant differences
between these regimes.

First, it concerns the provision of infra-
structure. In ODTs the infrastructure is created
by the management company and residents have
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Table 1. Comparison of ODTs and FPV preferential regimes

Feature ODT (2014)

| FPV (2015)

Authorized body

RF Ministry for the Development of the Russian Far East and Arctic (Minvostokrazvitiya

Period of operation

70 years with the possibility of extension

Infrastructure Provided by the management company

Connecting using own means

Provision of land plots
to residents
Provided by the management company

The declarative principle until 2020 (a resident
received land in a municipality without an auction),
since 2020, land is provided to residents of the SPV
at an auction in accordance with the Land Code of the
Russian Federation.

Place of

implementation individually

Determined by cadastral quarters for each ODT

Within the boundaries of municipalities

Tax benefits for

social contributions in the amount of 7.6% for the first 10 years

residents

property tax 0% for 5 years, 0.5% for the next 5 years

municipality)

0% land tax for the first 3-5 years (the exact
term is set by the representative body of the

0% land tax (for the first 5 years)

regional budget)

0% profit tax for the first 5 years, 12% for the next
5 years (2% to the federal budget and 10% to the

0% profit tax to the federal budget and no more than
5% to the regional budget

10 years

0% mining tax for the first 2 years, with a gradual
increase in the reduction coefficient to 100% over

10 days expedited VAT refund

Necessary investments | 500 thousand rubles

until 2022, 5 million rubles / starting in 2022, 500
thousand rubles for three years

Special obligations of
the resident

Responsible for not using the requested
infrastructure

Absent

(accessed: June 2, 2024).

About the Free Port of Vladivostok: Law of the Russian Federation 212-FZ, dated July 13, 2015. Available at: http://www.consultant.
ru/document/cons_doc_LAW_182596/; On outstripping socio-economic development territories in the Russian Federation: Law of
the Russian Federation 473-FZ, dated December 29, 2014. Available at: http://www.consultant.ru/document/cons_doc_LAW_172962/

the right to request the necessary infrastructure
from FEADC JSC, provided they are fully
responsible for its use.

Second, the amount of minimum investment,
which was significantly different at the first stages
of operation of the ODTs and FPV regimes: for
residents of the FPV it was 5 million rubles'®, and
from January 12, 2022 the volume of required
investments was reduced to 500 thousand rubles over
3 years'!. At the same time, for ODT residents the
minimum contribution was initially 500 thousand
rubles.

10 On approval of the criteria for the selection of residents
of the Free Port of Vladivostok: RF Government Resolution
1123, dated October 20, 2015.

' On amendments to the criteria for the selection of
residents of the Free Port of Vladivostok: RF Government
Resolution 2514, dated December 28, 2021.
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The third difference between these regimes,
which was recently eliminated, concerned the
acquisition of land plots by FPV residents at
cadastral value without bidding'2. However, the
limited number of vacant land plots and high
demand for them in Vladivostok led to the fact that
at the beginning of April 2020 more than 70% of
residents of the FPV who applied for land plots had
not received them (Leonov, 2020). To resolve this

12 According to the results of a survey conducted among
SPV residents in 2019, 86% of respondents stated that
preference in obtaining land is of key importance for the
implementation of their investment projects. If there was
no such benefit, more than 40% of respondents would have
refused to implement projects due to the lengthy registration
of land plots, and over a third more because of the high cost
of land being formed at auction (the Residents Association
defended the key preference of the Free Port of Vladivostok.
Available at: https://primamedia.ru/news/927383/).
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Table 2. Comparative dynamics of the number of residents of the Far Eastern ODTs and the FPV, units

2016 2017 2018 2019 2020 2021 2022 2023
0DTs 111 211 330 425 492 562 644 762
FPV 118 432 1057 1720 2119 2073 2130 2045
Total 229 643 1387 2145 2611 2635 2774 2807

Source: Annual report on the activities of the Far East and Arctic Development Corporation for 2016-2023. Published in accordance with
Part 5 of Article 8 of Federal Law 473-FZ, dated December 29, 2014 “On outstripping development territories in the Russian Federation”

(with amendments and additions) and the Order of the Minvostokrazvitiya of Russia.

issue, the State Duma of the Russian Federation
adopted a federal law that deprived FPV residents of
their former land preferences'’. The abandonment
of the declarative principle of land grant significantly
affected the growth rate of the number of FPV
residents (7ab. 2). As a result of the abandonment
of the declarative principle of land plots allocation,
the growth in the number of FPV residents, which
overtook the growth of ODT residents by 2.1 times
in 2016—2020, slowed dramatically in 2020—2023.

In fact, these data indicate the need for
extremely careful intervention in the mechanism of
setting up the tools of preferential influence on the
activities of entrepreneurs who are residents of local
preferential zones.

The fourth difference between the FPV and
ODTs, which has persisted to this day since the
introduction of these regimes in the economy of
the Far East, is the difference in the territorial
boundaries of the impact of a particular regime,
which significantly affects the ability to track
the financial results of the introduction of prefe-
rential treatment in the economy of a particular
municipality. For the FPV the simplified
administration regime is localized within the
boundaries of municipalities, and the preferential

13" As of October 25, 2020, Federal Law 318-FZ, dated
October 15, 2020 “On invalidation of certain provisions
of legislative acts of the Russian Federation in connection
with a change in the procedure for leasing land plots in state
or municipal ownership to residents of the Free Port of
Vladivostok” entered into force; the Law resolved the issue
regarding the competition between residents of the FPV
applying for the same land plot the land plot by resuming
the auction procedure in accordance with the restored
requirements of the Land Code of the Russian Federation.
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ODT regime introduces preferences only within
specific cadastral sites, which, while being
organizationally related to one ODT, can be
geographically located in different, even non-
adjacent municipalities (Leonov, 2020; Tolmacheyv,
Leonov, 2020).

The above provisions indicate that, for example,
it is much more difficult to track the financial results
of the impact of the ODT regime on the socio-
economic development of a municipality than the
FPV regime, which covers a specific municipality
as a whole. At the same time, the task becomes
much more complicated if several preferential
regimes operate on the territory of a municipality;
in this case the financial results of the impact of
preferences will be possible to capture only at
the level of the consolidated budget of the RF
constituent entity, which records both the total
amount of tax benefits provided to residents and
the total amount of incoming tax deductions.

Approaches to assessing the financial impact of
preferential measures

The need to use quantitative criteria in assessing
the financial effects of preferential municipal
regimes is recognized by researchers'* (Zaitseva,
2007; Mikheyeva, Ananyeva, 2011) and practi-
tioners (Shirokov, Yurkova, 2020).

However, in reality, the difficulty of setting up a
unified system for assessing the financial results of
regional preferential policies for municipalities is
due to several points.

14 Bachtler J. Assessing regional policy in the European
Community.  Available at:  http://www.politanaliz.ru/
articleprint_501.html (accessed: May 2024).
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1. The political features of the implementation
of the Far Eastern preferential regimes within the
framework of the existing vertical of power indicate
that the management model developing in the
region demonstrates a significant dependence on the
personal activity of the head of an RF constituent
entity. According to researchers, “investment
projects are more successfully implemented in
those Far Eastern regions that have a higher level
of development and more influential governors;
this confirms participation of regional elites in the
formation and implementation of federal spatial
development policy, but is extremely difficult to
quantify” (Borshchevskiy, 2024).

2. The difficulties of clustering the objects due to
the differences between municipalities in area,
population density and level of economic activity'’.
As a result, it is extremely difficult to form clusters
of municipalities to compare the financial results
obtained in a municipality with and without
territorial benefits (Leonov, 2023b).

3. The influence of the assessment horizon should
be taken into account. Preferential regimes in the
short term often lead to a loss of tax revenues by the
municipal budget, when in the short term most
of the region’s tax revenues are “eaten up” by
tax benefits (Kuznetsova, 2016). In fact, the
development of recommendations on the use of
assessment results largely depends on the lag laid
down in the process of evaluating the results of the

impact of government measures on the development

15 'We should point out that the spread of municipalities
according to these parameters is noted not only in Russia,
but also in other countries. For example, in the OECD the
main analysis of spatial data is conducted in the context of
NUTS 3 regions, which are closest in meaning to Russian
municipalities, with a population of 150 to 800 thousand
people, with an average value of 380 thousand people per region
for the European Union (Report of the World Observatory
on Subnational Government Finance and Investment —
Key Findings (2019) / OECD/UCLG. 109 p. Available at:
https://www.sng-wofi.org/publications/2019_SNG-WOFI_
REPORT _Key Findings.pdf (accessed: May 2024)).
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of a municipality. Thus, in the case of ODTs, a
13-year lag was included in the methodology for
assessing their effectiveness'e.

In addition, of importance is long-term stability
of the benefits introduced, which is the main
condition for the effective functioning of prefe-
rential regimes (Tolmacheyv, 2021).

4. The problem of selecting the indicators that
provide a comprehensive assessment of the results
of stimulating municipal development (Kulakovskiy,
2019). The Institute for Urban Economics actively
worked on this problem at the beginning of the
formation of the modern system of municipal
organizations (Zaitseva, 2007), but recently the
possibility of using the gross municipal product
as a comprehensive indicator of the development
of the municipality’s economy has been actively
discussed (Gafarova, 2017; Uskova, 2009). Since
this indicator has certain disadvantages, it is
proposed to focus on a system of territorial indices
reflecting different aspects of the socio-economic
development of municipalities.

The use of territorial indices is associated with
the problem of selecting indicators at the stage of
forming integral territorial indices, constructing
the indices themselves, and interpreting the
results during the analysis (Tarasova, Soldatenko,
2024). The main problems include lack of a clear
interpretation of the results, poor representativeness
of the information, and widespread use of expert

assessments. The latter often leads to subjective

'® The effectiveness of an outstripping development
territory should be assessed annually, starting from the
13th year following the year in which the Government of
the Russian Federation decided to create the outstripping
development territory. For more information, see RF
Government Resolution 1240 “Methodology for evaluating
the effectiveness and monitoring performance indicators
of territories of outstripping socio-economic development
territories, with the exception of outstripping socio-economic
development territories established in the territories of single-
industry municipalities of the Russian Federation (single-
industry towns)”, dated September 23, 2019.
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calculations, since the reliability of estimates
depends on the competence of experts and their
objectivity in ranking the results (Leonov, 2024).

In other words, although Russia has not set up a
generally accepted universal methodology for
assessing the financial results of preferential
policies, we can talk about emerging approaches to
such an assessment.

First, the methods of multi-criteria analysis are
being improved, although this approach has flaws as
well. Thus, the approved methodology for evaluating
the effectiveness of ODTs! includes six groups of
initial parameters: 1) volume of private investments;
2) amount of budget funds for the creation of
ODT infrastructure; 3) number of jobs created; 4)
amount of value added created by ODT residents
(calculated by the management company); 5)
amount of tax and customs benefits and payments
(except insurance premiums); 6) total expenditures
of the RF budget system. There is no open data for
parameter groups 2, 4, and 6, which, by definition,
does not allow conducting a full-fledged assessment
of the effectiveness of ODTs within the framework
of the proposed methodology (Tolmachev, 2021).

The state program “Socio-economic deve-
lopment of the Far Eastern Federal District”
contains five indicators characterizing the func-
tioning of ODTs and the FPV'$, while the state

17 Methodology for evaluating the effectiveness
and monitoring performance indicators of territories of
outstripping socio-economic development territories, with
the exception of outstripping socio-economic development
territories established in the territories of single-industry
municipalities of the Russian Federation (single-industry
towns): RF Government Resolution 1240, dated September
23, 2019.

18 State program “Socio-economic development of the
Far Eastern Federal District” was approved by RF Government
Resolution 308, dated April 15, 2014 as amended December
10, 2021 No. 2256 and includes the following target indicators:
number of ODTs created in the FEFD (cumulative total);
accumulated volume of investments of ODT residents in the
FEFD (cumulative total); number of jobs created in ODTs in
the FEFD (cumulative total); number of jobs created in the
territory of the SPV, number of investment projects of ODT
and SPV residents implemented with the participation of loans
issued at a preferential rate (cumulative total).

142

Volume 17, Issue 6, 2024

program “Socio-economic development of the
Arctic Zone of the Russian Federation” takes into
account only two indicators of the effectiveness
of program activities: the accumulated volume of
extra-budgetary investments by residents of the
AZRF and ODTs in the Arctic Zone of the Russian
Federation, as well as the number of jobs created on
territories as a result of the implementation of the
Program’s activities'.

The second area is related to a number of
econometric studies that attempt to assess the
results of preferential policies through a quasi-
experiment, when attempts are made to compare
the results of preferential treatment in the territories
under consideration with the financial results of
development in a pre-formed cluster of regions
where preferential treatment was not applied (Kotov,
2022). This approach is limited by the complexity of
forming clusters of municipalities for comparison
and the complexity of interpreting the results noted
above?. Therefore, we cannot but agree with the
existing opinion that “despite the development of
econometric methods and specialized software and
model complexes, their explanations for solving
problems of applied regional policy are rarely
obvious” (Kotov, 2020).

In view of the above, issues related to the assess-
ment of the financial effectiveness of the preferences
operating in Far Eastern municipalities can be
considered from a strategic and tactical point of view.

19 State program “Socio-economic development of the
Arctic Zone of the Russian Federation” was approved by RF
Government Resolution 484, dated March 30, 2021.

2 We should note that Russian and foreign approaches
to assessing the results of regional policy, have not formed a
generally accepted, satisfactory from the point of view of the
expert community, universal methodology for assessing the
effects of regional policy measures and choosing the most
rational measures of state support for municipal development.
The development of econometric research and emerging
microdata sets makes it possible to analyze the impact of
regional policy on enterprise performance. The effects are
studied at aggregated (regional) levels. At the initial stage of
the analysis, groups of similar regions (enterprises) are formed,
followed by a comparison of the distribution of selected
characteristics among firms in the regions that received and
did not receive support (Kline, Moretti, 2014).
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In the strategic (long-term) perspective, an
important issue is related to the ratio of tax benefits
provided to residents and the volume of investments
attracted to the zones. Since the period of
establishment of preferential zones takes at least 10
years on average, the period of tactical (medium-
term) perspective is extremely important for state
and municipal authorities, when creating conditions
for the establishment of preferential zones places a
serious burden on regional budgets.

In this study, when assessing the medium-term
financial results of implementing measures for the
region’s economy, we made an attempt to take into
account at the level of RF constituent entity the
ratio of tax benefits provided to residents of
preferential zones (interpreted as shortfall in local
budget revenues) and the amount of tax payments
made by residents of the zones to regional budgets.
The importance of this approach can be explained,
on the one hand by its visibility, on the other hand
by the need to test the hypothesis of a “tax trap”
when preferential regimes are implemented in the
Far East.

Dissemination of the ODT regime to the entire
Far East and the emergence of a “tax trap”

The fact that the Far East has preferential
regimes that are essentially similar (“growth
points”) but differing in the details of the
implementation has urged scientists to consider the
need to expand preferential regimes to the entire
territory of the Far East.

Back in 1990, on the eve of the collapse of the
USSR, academician P.A. Minakir pointed out:
“The Far East can only develop as a region open in
both directions — toward the Pacific rim and toward
European Russia. In a closed condition the region
is doomed to rapid extinction. The competitiveness
of almost all types of products for the domestic
market is zero, and there is no hope for economic
development by attracting capital here, creating new
economic potential and increasing income. The
attractiveness for foreign producers is constantly
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decreasing due to the closeness of the region”
(Minakir, 1990, pp. 18—19). For these reasons, P.A.
Minakir believed that “in order to break the current
vicious circle, conditions should be created for the
free movement of capital, people and technology
between the Far East and East Asia, which in turn
would be an incentive to attract Russian capital to
the region” (Minakir, 2017).

We should note that recently these ideas, as well
as aspirations to build up territories with preferential
treatment, have been voiced by representatives of
the highest echelon of the Russian government.
Thus, according to Yuri Trutnev, Deputy Prime
Minister and Presidential Envoy to the Far Eastern
Federal District, a single territory of outstripping
development (ODT) can be created in the Far
East?!.

Experts of the Ministry for the Development of
the Russian Far East believe that the creation of a
single ODT with uniform tax benefits and
preferences will simplify administrative procedures
related to the management of the ODT and shorten
the launch time of new facilities for residents. In
addition, according to experts?, launching a unified
management process for the zone can accelerate the
attraction of direct investment, including foreign
investment, promote the growth of business activity
and development of small and midsize enterprises.

2l “Mikhail Mishustinand I discussed furtherimprovement
of work in ODTs. We have made a proposal to create a single
ODT in the Far East. So as not to adopt new regulations each
time regarding the creation of separate ODTs, we proposed
making the entire territory of the Far East an outstripping
development territory”, said Yuri Trutnev, Presidential Envoy
to the Far Eastern Federal District (Romanova L. The entire
Far East can become a single outstripping development
territory. Available at: https://www.vedomosti.ru/economics/
articles/2022/11/17/950880-ves-dalnii-vostok).

22 How ODTs are changing the economy of the Far East:
Amurskaya pravda has compiled a portrait of outstripping
development territories. Available at: https://ampravda.
ru/2024/01/09/kak-tor-menjayut-ehkonomiku-dalnego-
vostoka-apsostavila-portret-territorijj-operezhayushchego-raz
vitija?ysclid=I1xns506hhh250488445)
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Indeed, the idea of a single preferential
treatment for the entire territory of the Far East,
expressed by academician P.A. Minakir, is no longer
new, but it is tempting, since it can be assumed that
the extension of tax benefits and support measures
provided for ODTs to the entire federal district will
attract significant investments to the region.

Nevertheless, it seems that the use of a single
preferential treatment may lead into a trap. The
ODT, like the FPV, assumes a preferential tax
regime, including regional income and property
taxes, which form a significant part of local
budget revenues; therefore, the expansion of
territories covered by preferential regimes may
lead to significant shortfalls in income for the
Far Eastern constituent entities of the Russian
Federation.

Assessing the shortfall in revenues of regional
budgets when using preferential regimes. The case of
the Khabarovsk Territory

Let us take a closer look at a specific example of
the problems concerning tax benefits and income
shortfalls in regions whose municipalities operate
under preferential ODT and FPV regimes.

The Khabarovsk Territory is a Far Eastern
federal constituent entity, where the ODT regime
was introduced in Russia for the first time, followed
by the FPV. The existing experience of simultaneous
operation of both preferential regimes allows us to
assess the potential gains and losses for a particular
constituent entity of the Federation (Fig. 2).

In the Khabarovsk Territory the FPV regime is
implemented in Vaninsky and Sovetsko-Gavansky
municipal districts.

Khabarovskaya ODT was formed on June 28,
2023% as a result of the merger of three ODTs:

2 On the unification of outstripping development
territories established in the Khabarovsk Territory and the
invalidation of certain acts and individual provisions of
certain acts of the Government of the Russian Federation: RF
Government Resolution 1045, dated June 28, 2023. Available
at: http://government.ru/docs/all/148423/.
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Khabarovsk?**, Komsomolsk® and ONikolaevsk?®.
The total area of the formed outstripping deve-
lopment territory is 623.3 thousand hectares. The
localization of Khabarovsk ODT sites is not so
clear. The ODT regime operates within the
framework of cadastral plots in the territories of
Amursky, Verkhnebureinsky, Vyazemsky, Kom-
somolsky, Solnechny, Khabarovsky, Nanaisky
and Nikolaevsky municipal districts, Okhotsky
Municipal Okrug, Lazo Municipal District,
urban orkugs “Komsomolsk-on-Amur City” and
“Khabarovsk City”.

Figure 2 shows the differences between the
territorial structures of the ODTs and the FPV,
which are explained by the very idea of forming
local zones. In the case of the FPV preferential
treatment is localized within specific municipalities
(in the Khabarovsk Territory these are Vaninsky
and Sovetsko-Gavansky districts); in the ODTs
preferential treatment is provided to a specific
resident in certain cadastral plots.

As a result, there are significant differences
in the number, size and territorial “dispersion” of
the location of sites in the ODTs, which makes it
extremely difficult to assess the impact of
the preferential treatment of the ODTs on the

financial condition of a particular municipality.

2 The ODT “Khabarovsk” became the first ODT in
Russia. The territory was created in 2015 in accordance with
RF Government Resolution 629, dated June 25, 2015. In
2018, the ODT “Khabarovsk” was expanded.

% The ODT “Komsomolsk” became one of the first
ODTs in the Far East, having been established in accordance
with RF Government Resolution 629, dated June 25, 2015.
Subsequently, the territory was expanded three times: in 2017,
in January 2018 and in April 2018.

2 The ODT “Nikolaevsk” was established in accordance
with RF Government Resolution 464 “On establishing the
outstripping development territory “Nikolaevsk”, dated April
19, 2017. Since then, the borders of the territory have been
expanded three times by RF Government resolutions: 1361,
dated November 11, 2017; 90, dated February 7, 2019, and
773, dated May 28, 2020.
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Figure 2. Main sites of Khabarovskaya ODT and the territories of the FPV
located in the Khabarovsk Territory, as of January 1, 2024

Territories that have preferential regimes
Objects
(sites) ODT Khabarovskaya

Areas included in the Free Port
of Vladivostok

Numbers and names of OTD sites
1. Airport

2. Avangard

3. Rakitnoye

4. Llazo

5. Mirny

6. Kotikovo

7. Berezovy

8. Pravourmiyskoye

9. Amurlitmash

10. Parus

11. Agrocluster

12. Kholdomi

13. Gorny

14. Amursk

15. Mylki

17. Baikal

18. Solnechny

19. Malmysh

20. Okhotsky river port

21. Logaririver

22. Perovsky cape

23. Koshka cape

24. Nikolaevsky shipbuilding plant

25. Chnyrrakh

26. Oremif

27. Polyanka

28. Mnogovershinny

Source: compiled by V.D. Khizhnyak according to: List of investment sites of the ODTs in Khabarovsk (https://khv27.ru/
administration/structural-units/uir/investitsii/investitsionnye-ploshchadki-munitsipalnye-chastnye-promyshlennye-parki-i-t-d-/
perechen-investitsionnykh-ploshchadok/)
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Table 3. Tax payments and the amount of tax benefits provided in the preferential
zones of the Khabarovsk Territory for 20162023, million rubles

Preferential zone Tax payments Tax benefits
In general in the preferential zones of the Khabarovsk Territory 8653.4 10376.3
Including:
Khabarovskaya 0DT 6623.8 7311.8
Including:
ODT “Khabarovsk” 1559.0 1164.4
ODT “Komsomolsk” 3663.2 2921.2
ODT “Nikolaevsk” 1401.6 3226.2
FPV of the Khabarovsk Territory 2029.6 3064.5
Including:
Vaninsky District 1897.5 3018.3
Sovetsko-Gavansky District 1321 46.2
Source: own calculation using the data provided by the Ministry of Finance of the Khabarovsk Territory.

Existing assessments of the activity of ODT
residents in the Khabarovsk Territory show that
municipalities with a greater amount of initial
resources are more able to accept the policy of state
support?.

At the same time, the impact of preferential
measures of the ODT regime in the region varies
significantly between different sites (Leonov, 2023a).
The process of merging ODTs within a single
constituent entity of the Russian Federation,
which began in 2023, eliminates this difference and
further complicates (obscures) the very possibility
of assessing the impact of preferential measures
on the development of a particular municipality
(Tolmachev, Leonov, 2020). Such an assessment,
as noted, becomes possible only at the level of RF
constituent entity, in our case at the level of the
Khabarovsk Territory.

According to the Ministry of Finance of the
Khabarovsk Territory, for 2016—2023, residents were
granted 10.4 billion rubles in tax benefits under the

27 We should note that similar behavior was typical for the
municipalities of the Central and Eastern European countries,
which joined the EU after May 1, 2004 and received the right
to financial support from the Community. Despite the fact that
the selection conditions for financial support were the same, the
territories at the regional level were characterized by different
socio-economic conditions (they had different “territorial
capital”), which strongly influenced the financial results of the
municipal cohesion policy within the EU (Fratesi, Perucca,
2014).
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preferential zones of the Khabarovsk Territory, and
8.7 billion rubles in tax payments were received by
local budgets (Tab. 3).

Khabarovskaya ODT, established in 2023 by
combining three previously established ODTs,
currently has 99 residents specializing in the
production of industrial and agricultural products
and the provision of logistics services; 13.3 thousand
jobs have been created here and 292.9 billion rubles
of investments have been disbursed. From the
years 2016 to 2023 residents of the ODT paid more
than 6.6 billion rubles in taxes to the consolidated
regional budget, while receiving tax benefits in the
amount of more than 7.3 billion rubles.

The FPV regime operating in the Khabarovsk
Territory covers 24 residents, 17 residents are
located in Vaninsky District and 7 in Sovgavansky
District; 4,000 jobs have been created in the FPV
zone, and investments of more than 180 billion
rubles have been secured. The main activities of
FPYV resident organizations are related to the
transport and logistics sector (9 residents and 42%
of the investments made) and the timber industry
(7 residents and 29% of the investments made). The
abolition of the priority right of residents to receive
land plots without an auction has led to a decrease
in the growth rate of the number of FPV participants
in the region since 2021. The Khabarovsk Territory
Duma is currently raising the issue of the need to
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provide land plots to residents of the FPV without
bidding?® and proposes to review the provisions of
the hastily adopted FZ-318 on October 15, 2020
regarding the waiver of this preference for residents
of the FPV®,

In total, from 2016 to 2023, residents of the
Khabarovsk Territory paid 2 billion rubles of taxes
to the regional budget. The largest payers are
VaninoTransUgol, Daltransugol and New Forest
Pro. At the same time, tax benefits to FPV residents
were provided in the amount of 3.06 billion rubles,
more than one and a half times the amount of taxes
paid to the budget.

The main problems faced by the regional budget
of the RF constituent entity that has preferential
zones on its territory include the following:

— significant increase in the volume of tax
benefits provided at the expense of the regional
budget as part of the preferential ODT and FPV
regimes in the territory of the RF constituent entity,
which covers the amount of tax revenues paid by
residents to the consolidated budget and exacerbates
the problem of shortfall in revenues;

— lack of compensation from the federal
budget for the revenues lost by the budgets of RF
constituent entities as a result of the ODT and FPV
regimes;

— there is no limitation on the amount of tax
benefits provided by the volume of investments in
projects.

According to international practice, it takes
about 10—15 years on average to establish a territory
with a special economic status; after that the zone
begins to bring dividends to the organizers — the

28 The Khabarovsk Territory Duma considered attracting
investments to Vaninsky and Sovetsko-Gavansky districts.
Available at: http://debri-dv.com/article/35921/privlechenie_
investiciy_v_vaninskiy i sovetsko-gavanskiy rayony
rassmotreli_v_kraevoy dume

» On invalidation of certain provisions of legislative
acts of the Russian Federation in connection with a change
in the procedure for leasing land plots in state or municipal
ownership to residents of the Free Port of Vladivostok: Federal
Law 318-FZ, dated October 15, 2020.
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country and the region®. In the Russian Federation,
according to the legislation, the minimum
amount of investment for acquiring the status of
a resident of a preferential zone is 500 thousand
rubles. According to the Ministry of Finance of
the Khabarovsk Territory, in 85% of the projects
submitted to it (51 out of 59), the payback period
of the project turned out to be significantly less
than the period of preferential taxation. We can
assume that in the conditions of the Far East,
where a significant number of enterprises in ODTs
have mining specialization, their owners will be
able to make up for most of the invested funds
at the expense of tax benefits in 10—15 years of
the enterprise’s functioning, having exploited a
significant part of the ore base of the deposits during
this time.

An important issue related to the effective
organization of preferential regimes in the
Russian Far East remains the choice of
beneficiary residents to distribute subsidies in
order to reimburse infrastructure development
costs to ODT residents.

For example, Inaglinsky Mining and Processing
Complex JSC3, a resident of South Yakutia ODT,
received 2.4 billion rubles for the development of
railway infrastructure and the construction of access
railway tracks, which is 36.3% of the total financing
allocated for the development of infrastructure
in the macro region (6.7 billion rubles)*. While

30 Zolt M.E. (2015). Tax incentives: Protecting the
tax base. In: Paper for Workshop on Tax Incentives and Base
Protection New York, 23—24 April 2015. New York: United
Nations, Department of Economics and Social Affairs.
Available at: https://www.un.org/esa/ftd/wp-content/
uploads/2015/04/2015TIBP_PaperZolt.pdf

31 Inaglinsky Mining and Processing Complex JSC is
developing the reserves of the Chulmakan and Verkhne-
Taluminskoye coal deposits in Yakutia. The Complex belongs
to Colmar coal mining company.

32 The results of the selection of projects for the allocation
of subsidies in order to reimburse infrastructure development
costs to ODT residents. Available at: https://minvr.gov.
ru/upload/iblock/a94/rezultaty-otbora-proektov-dlya-
raspredeleniya-subsidiy-v-tselyakh-vozmeshcheniya-zatrat-
na-razvitie-infrastruktury-rezidentam-tor.docx
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according to the company’s accounting statements,
in 2021 net profit of Inaglinsky Mining and Proces-
sing Complex JSC exceeded 11.1 billion rubles,
and in 2022 and 2023 it amounted to 13.4 and 10.4
billion rubles, respectively™.

A rhetorical question arises: should the state
allocate more than a third of the financial resources
provided to support the construction of the railway
and energy infrastructure in the entire macro
region to ensure the activities of a company capable
of financing these activities without government
support?

The absence of restrictions on the amount of tax
benefits provided by the volume of investments in
projects could be perceived as reasonable if the
specialization and functioning of residents of the
preferential zone were long-term and aimed at
the production of processed industrial products.
However, in the case of mining enterprises, there is
a high probability that tax benefits will compensate
the investor for the capital spent, and when the field
is fully developed, they will not bring the expected
revenue to the regional budget.

In fact, if the proposal put forward by Yuri
Trutnev, Deputy Prime Minister and Presidential
Envoy to the Far Eastern Federal District, to
establish a preferential zone throughout the Far
East is implemented, then the identified problems
of shortfalls in tax revenues, without their appro-
priate damping, may lead to a serious problem in
replenishing regional budgets.

Among the real measures to dampen the effects
of the “tax trap” on regional budgets in the event
of an expansion of the zone of local preferential
regimes to the size of the Far Eastern Federal
District, the following should be envisaged and
worked out in detail:

3 Accounting statements and financial analysis of
Inaglinsky Mining and Processing Complex JSC for
2011-2023. Available at: https://www.audit-it.ru/buh_
otchet/7704531762_ao-gok-inaglinskiy
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— amechanism for partial compensation from
the federal budget of revenues lost by the budgets of
RF constituent entities due to the application of
preferential regimes of ODTs and the FPV,

— the possibility for ODT and FPYV residents
to apply tax benefits only if they comply with the
controlled indicators of the agreement on the
implementation of activities as a resident of one of
the preferential zones;

— limitation of the amount of tax benefits
provided to residents of ODTs and the FPV in the
amount of no more than the amount of actual
expenditures on capital investments and/or
scientific research and development within the
framework of the agreement on the implementation
of activities as a resident of one of the preferential
zones.

We should note that it is necessary to consider
the fact that each establishment or expansion of
a local preferential zone in the Far East was
accompanied by targeted decisions by the RF
Government to support specific “anchor projects”
in accordance with the current working conditions
in the local zone. Since it is almost impossible to
abandon the application of specific measures to
support “anchor projects”, then as a result, it will
require setting up and adopting a special decision
regarding the preservation of existing additional
preferences for anchor projects of preferential
zones.

Conclusion

In summary, we note that the preferential ODT
and FPV regimes in the Far East have become the
most widespread and widely used in the regional
policy of modern Russia.

The open nature of the regional economy,
the structural and territorial features of the imple-
mentation of the ODT and FPV regimes, the
difficulties of clustering municipalities due to the
strong differentiation of the Far Eastern municipal
entities, as well as the extreme fragility of the
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mechanism for setting up instruments of preferen-
tial influence on the activities of entrepreneurs —
residents of preferential zones** determine the
complexity of assessing the financial results of
promoting municipal development.

It is much more difficult to track the financial
results of the impact of the ODT regime on the state
of a municipality than those of the FPV regime,
which covers a specific municipality as a whole. If
several preferential regimes operate on the territory
of a municipality, then with the current state of
municipal statistics, the task of determining the
financial results of the impact of a particular regime
on the state of a particular municipality becomes
practically impossible.

Assessing the financial results of the impact of
preferential regimes on the region’s economy is
possible at the level of RF constituent entity by
taking into account the tax benefits provided to
residents (interpreted as shortfall in consolidated
budget revenues) and the volume of investments
attracted by residents of preferential zones.

The paper shows that in order to assess the
financial effectiveness of preferential regimes, it is
important to take into account the evaluation
hor