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Abstract
This paper addresses the trends and challenges of 2015 for social and economic policy
in the near future. The analysis of the global crisis includes uneven developments between
the leading advanced and emerging economies, new models of economic growth that look
differently across different countries, the prospects of globalization and the challenges of
³UHJLRQDOJOREDOL]DWLRQ´FXUUHQF\FRQ¿JXUDWLRQVRIWKHIXWXUHDQGHQHUJ\SULFHWUHQGV
DQGWKHLULQÀXHQFHRQWKHSROLWLFDODQGHFRQRPLFSURVSHFWVRISDUWLFXODUVWDWHV7KHFXUrent challenges are discussed in the context of the previous 30 years. Among the main
topics on Russia, there are approaches to a new growth model, structural transformation
(including import-substitution issues), economic trends, budget and monetary outlines,
and social issues. Priorities for economic policy are also a topic of discussion.
1RQSUR¿WSDUWQHUVKLS³9RSURV\(NRQRPLNL´+RVWLQJE\(OVHYLHU%9$OOULJKWV
reserved.
-(/FODVVL¿FDWLRQO52, P67.
.H\ZRUGV economic policy, crisis, structural reforms, global trends, Russia.

*OREDOWUHQGV²WKHJHQHUDODQGWKHVSHFL¿F
Today, the world is looking for the new equilibrium that should occur after
the global structural (systemic) crisis that began in 2008 and still more or less
continues. We are witnessing the formation of a new macroeconomic (including
the nature of monetary policy and economic growth potential) and institutional
growth model, a change in the roles of certain economic sectors, the emergence
of a new model for globalization and international trade, and a re-thinking of
the role of inequality in the economic and social development of the leading
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states.1 The situation remains unstable, although the global crisis itself is nearing
completion.
Nevertheless, the end of the global crisis will not necessarily mean that
the situation in all affected countries and regions will improve. It will depend
RQWKHDELOLW\RIFRXQWULHVWR³H[SORLWWKHFULVLV´LHWR¿QGLQVWLWXWLRQDOVROXtions to help them adapt to the new reality — technological, economic, social, and
even ideological. Some countries may come out of the crisis renewed and more
competitive, but others will continue trying to overcome the negative trends.
+RZHYHU WKLV ZLOO QR ORQJHU EH D JOREDO FULVLV EXW UDWKHU D FULVLV RI VSHFL¿F
national models.2
We can identify a number of features that were characteristic of the global
crisis during the past year and that will remain relevant in 2016.
7KH¿UVWLVWKHVWDJHGQDWXUHDQGODFNRIJHRJUDSKLFDOV\QFKURQ\WRWKHJOREDO
crisis. Although the crisis affected almost all developed and leading emerging
economies, its progress was asynchronous across the countries and regions of
WKHZRUOG$W¿UVWLWVHHPHGWKDWWKHFULVLVPLJKWHQJXOIWKHPDMRULW\RIWKHOHDGLQJ
countries, and therefore, global economic coordination institutions were created
LQWKH*ZDVIRUPHGDQGWKHPDQGDWHRIWKH)LQDQFLDO6WDELOLW\%RDUG
was expanded.
The decoupling hypothesis appeared, arguing that the leading developing
countries were, to a certain degree, independent of the trends in developed countries. This provided a basis for the idea that emerging economies would drive
WKHZRUOG RXW RI WKHFULVLV 7KHKLJKHVW KRSHV OD\ ZLWK WKH%5,&6 FRXQWULHV
+RZHYHUWKHFULVLVVRRQEHJDQWRDFFHOHUDWHLQ%UD]LODQG5XVVLDDQGWKHQLQ
RWKHUPDMRUGHYHORSLQJFRXQWULHV,QLWEHFDPHFOHDUWKDWHYHQ&KLQDZDV
DIIHFWHGE\WKHFULVLVDVLWVJURZWKUDWHGURSSHGEHORZIRUWKH¿UVWWLPHLQ
\HDUV VLQFH $OWKRXJK&KLQDGHPRQVWUDWHVDKLJKUDWHRIJURZWKUHODtive to other countries and that growth contributes much more to the global GDP
than it did in the early 1980s, the impact of a slowdown will be felt globally.
:H VKRXOG DOVR QRWH WKHXQSUHFHGHQWHG YRODWLOLW\ RI WKH&KLQHVH VWRFN PDUNHW
the USD 513 billion contraction in international reserves, and the aggressive (on
WKH&KLQHVHVFDOH PRYHPHQWVRIWKH\XDQ7KH%UD]LOLDQHFRQRP\LVDOVRGHFOLQing, and only India managed to keep growth at approximately 7.3%.
7KH%5,&6FRXQWULHVVKRZHGPRUHSROLWLFDOXQLW\ODVW\HDUDQGSURYLGHGLQcreasingly fewer reasons for economic positivism. The unity turned out to be
more political than economic (as observed 15 years ago, when it was “invented”
by J. O’Neil, chief economist at Goldman Sachs).
The second is overcoming the crisis by developed economies. The crisis is aggravated in developing countries, whereas developed economies are recovering.
First of all, we can point to the United States, where macroeconomic conditions
(growth rates and low unemployment) enabled the Federal Reserve to increase
LQWHUHVW UDWHV IRU WKH¿UVW WLPH LQ QLQH \HDUV 8QGRXEWHGO\ WKHFULVLV LV QRW \HW
over: past experience has proven that such large-scale transformations could
1

These issues are discussed in detail in Mau and Ulyukaev (2014).
In fact, the crisis with the Soviet system during the 1980s and 1990s represented this particular kind of
deferred crisis. It was a result of the failure of the Soviet elite to adapt to the new reality that emerged during
the crisis in the 1970s. Thus, the crisis in the Soviet system was not part of the structural crisis in developed
countries but undoubtedly arose as its consequence.
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quite possibly lead to renewed deterioration in economic trends. This, however,
does not change the general trend.
The Federal Reserve acted with caution because of the domestic situation
(GDP and unemployment trends) and not as a result of evaluating this factor’s
impact on other countries, which is tolerably in line with the point voiced by
-&RQQHOO\866HFUHWDU\RIWKH7UHDVXU\GXULQJWKHGLVPDQWOLQJRIWKH%UHWWRQ
Woods system in 1971, “the dollar is our currency and your problem.” The turnaround in US monetary policy supports the “escape to quality” trend (capital
ÀLJKWIURPHPHUJLQJPDUNHWV DQGVHHPVWRKHUDOGWKHEHJLQQLQJRIDORQJSHULRG
of an expensive dollar. The latter will factor into amortizing one of the global
imbalances that had formed before the outbreak of the global crisis.
The situation in the EU is improving gradually, which is caused, to a lesser extent, by general macroeconomic success and, to a greater extent, by the manifested
ability to resolve acute issues with the single currency system. On the whole,
the crisis with the single European currency (related to the situation in Greece)
is resolved. The euro has persevered under the conditions of, and according to,
WKHSDUDGLJPRI¿VFDODXVWHULW\ WKH*HUPDQDSSURDFK DQGQRWRQWKHH[RWLFVRI
unfettered budget stimulation, as was advocated by the leftist Greek government
and the governments of some southern European countries. At the same time,
WKH(XURSHDQ &HQWUDO %DQN (&%  LV FRQWLQXLQJ LWV SROLF\ RI VWURQJ TXDQWLWDtive easing, which now turns out to be just the opposite of the course taken by
the Federal Reserve in 2015. The euro’s weakening against the dollar may beFRPHDQDGGLWLRQDOLQFHQWLYHIRUWKH(XURSHDQHFRQRP\ LIWKHLQÀDWLRQWUDSFDQ
be avoided).
Ireland’s success was less noticeable, but still important: for three quarters
in 2015, economic growth was 7%, the best performance in the Eurozone. This
is the more important because in 2008 and 2009, Ireland suffered a deep crisis
that brought it to the verge of economic disaster. The country’s experience over
the past seven years shows that a responsible policy may resolve complicated
issues, even within a currency union and with a lack of monetary tools at the disposal of the national government.
+RZHYHU DQ RYHUHVWLPDWLRQ RI WKHUHFXSHUDWLRQ LQ WKH(XUR]RQH ZRXOG EH
a mistake. It still requires a number of institutions to ensure its stable functioning, including banking regulations and budget system coordination. The results
RIWKHUHIHUHQGXPLQ*UHDW%ULWDLQFRQFHUQLQJLWVPHPEHUVKLSLQWKH(8DUHVWLOO
open. Europe has not overcome the crisis for economic and political reasons.
The medium-term prospects for the unprecedented monetary expansionism of
UHFHQW\HDUVLVVWLOODQRSHQLVVXH$OWKRXJKGHÀDWLRQUHPDLQVWKHSULPDU\WKUHDW
IRU GHYHORSHG FRXQWULHV WKHULVNV RI DFFHOHUDWHG LQÀDWLRQ SURFHVVHV FDQQRW EH
ignored.
The prospects for overcoming the immigration crisis in Europe are closely related to this matter. The wave of migrants into the EU raises serious short-term
issues. The same wave, however, can offer additional possibilities to neutralize
the negative demographic trends and increase productivity.
The third is the search for and development of new economic growth models.
:HVKRXOGVHHNPXOWLSOHQHZPRGHOVUDWKHUWKDQDVLQJOHRQHVL]H¿WVDOODSproach. Even with some convergence between developed and leading developing
countries during the pre-crisis period (the 1990s and 2000s), the challenges fac-
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LQJWKHPQRZGLIIHUVLJQL¿FDQWO\7KHGLIIHUHQFHEHWZHHQWKHRQJRLQJVWUXFWXUDO
crisis and those of the 1930s and 1970s is the different scope of macroeconomic
and institutional reforms needed to achieve a sustainable growth trajectory.3
For some countries, it should be about the economy’s greater focus on domesWLFGHPDQG WKLVSHUWDLQVWRTXLWHGLIIHUHQWFRXQWULHVVXFKDV*HUPDQ\DQG&KLQD 
For others, the focus should be on enhancing and diversifying foreign demand
(this also pertains to Russia). A number of countries need serious institutional
UHIRUPV 6RPH FRXQWULHV QHHG WR UDLVH SULFHV WR DFKLHYH WKHUHTXLUHG LQÀDWLRQ
targets, whereas others need to suppress them. Nevertheless, all countries need to
take measures to enhance economic growth potential given a new technological
base. In virtually all of the growth models, human capital development is one of
the key priorities.
The fourth is the prospect for globalization. Globalization faces serious challenges, economic and political alike. International trade value declined by 11%
in 2015. This has been a rare occurrence during the past 30 years, nearly unprecedented, overlooking 2008, when the 22.6% decline was fully offset by 2010.
We have seen the evident enhancement of political forces arguing for protecting national values and identity, in contrast to universalism and globalization. All
this is happening against a backdrop of greater rigidity in international relations,
including crude protectionism, sanctions, aggressive regulation, and even armed
FRQÀLFWVDOORIZKLFKKDGEHHQDOPRVWXQDFFHSWDEOHXQWLOUHFHQWO\$FUXFLDODObeit not entirely clear, question is what will become of the political mainstream.
A related question is whether the trend towards nationalism, which was marginalized in recent decades (since the end of World War II in Europe), will prevail
during the next quarter of a century.4
From an economic point of view, globalization is one of the key phenomena
DQGZLOOUHPDLQVRLQWKHSRVWFULVLVZRUOG+RZHYHUWKHUHFHQWWUHQGWRZDUGVDGjusting the globalization model is becoming increasingly apparent. We are speaking about the shift of the center of gravity from “global globalization” (which has
the WTO as its symbol and quintessence) towards “globalization by interests” or
regions. Regionalization of globalization has recently gained fresh momentum.
The expansion of the multilateral (universal) integration agenda in the world
will apparently experience long-term stagnation: the WTO can provide only libeUDOL]DWLRQRIJOREDOWUDGHWRDFHUWDLQGHJUHHDQGGH¿QHWKHDFFHSWDEOHERXQGDULHV
RI SURWHFWLRQLVP EH\RQG ZKLFK WKHJOREDO HFRQRP\ ZLOO QRW PRYH %DVLFDOO\
the architecture of trade and economic relations will be determined by regional and
mega-regional blocs, such as the Transatlantic Trade and Investment Partnership,
WKH7UDQV3DFL¿F 3DUWQHUVKLS 733 WKLV WUHDW\ ZDV VLJQHG LQ )HEUXDU\  
WKH6LON5RDG(FRQRPLF%HOW 65(% WKH(XUR$VLDQ(FRQRPLF8QLRQ ($(8 
and other treaties on free trade.
This is manifested in the development of existing and newly emerging trade and
economic alliances as well as increased interest in inter-country free trade zones.
,QWKHPRYHPHQWWRIRUPWKH65(%JDLQHGQHZPRPHQWXPDQGHFRQRPLF
3

http://www.mirprognozov.ru/prognosis/economics/neft-skoro-zakonchitsya-syirevyie-tsiklyi/ru.
“We may be entering a world dominated by a new paradigm where politicians, including central banks, have
fewer opportunities to reduce risks. This suggests the possible beginning of a process by which a number of
HDUOLHUDVVXPSWLRQVZLOOQRORQJHUEHUHOHYDQW´ZURWH&LWLDQDO\VWV &LWL*36S 
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DQGSROLWLFDOWLHVDOVRVWUHQJWKHQHGZLWKLQWKH6&2DQG%5,&6,Q2FWREHUQHgotiations concluded on formation of the TPP, which involved the United States,
-DSDQ&DQDGD0H[LFR$XVWUDOLD1HZ=HDODQG6LQJDSRUH%UXQHL&KLOH3HUX
Malaysia, and Vietnam.
The expansion of the EAEU, joined by Armenia and Kyrgyzstan, should be
YLHZHGZLWKLQWKHVDPHFRQWH[W$GPLWWHGO\WKHLQWHQVL¿FDWLRQRISRVW6RYLHWLQtegration processes and the trend towards a common economy, which occurred
DERXW¿YH\HDUVDJRSURYHGWREHYHU\ZHOOWLPHG)XUWKHUGHYHORSPHQWVVKRZHG
the error of interpreting this policy as a “look back,” i.e., an attempt to restore
the Soviet Union. Even recognizing the Soviet nostalgia prevalent in certain parts
of the Russian elite, the establishment of the EAEU addressed not the issues of
WKHSDVWEXWWKHFKDOOHQJHVRIWKHIXWXUHUHÀHFWLQJWKHQHZWUHQGWRZDUGVWKH³UHgionalization of globalization.”
7KH¿IWK LV WKHIRUPDWLRQ RI IXWXUH FXUUHQF\ FRQ¿JXUDWLRQV Expectations of
the imminent collapse of the US dollar, popular among journalists for a certain
period of time, have not come true, and the dollar apparently will continue to
serve as the global reserve currency. The outcome of the 2015 European crisis indicates that the euro is also likely to retain its status as an international currency.
7KLVLVHYLGHQFHGE\WKHUHVROXWLRQRIWKHFULVLVLQ*UHHFH+RZHYHU(XUR]RQH
FRXQWULHV ZLOO KDYH WR PDNH VRPH GLI¿FXOW LQVWLWXWLRQDO GHFLVLRQV FRQFHUQLQJ
WKHEXGJHWDQGRWKHU¿QDQFLDOPDWWHUVWRHQDEOHWKHHXURWREHFRPHDIXOOÀHGJHG
international currency.
Despite — or, perhaps, thanks to — the 2015 devaluation, the yuan is moving
in the direction of becoming a reserve currency. This is also facilitated by its
inclusion in the IMF “currency basket.” A weaker currency provides competitive advantages for an economy, which is important for the sustainable economic
development of a country largely focused on exports.
Despite its high volatility, the ruble could still be regarded as a regional reserve
FXUUHQF\%\VWDELOL]LQJWKHUXEOHDQGJLYLQJXSHOHPHQWVRIPRQHWDU\FRQWURO
Russian monetary authorities are laying the foundation for improving its international position in the future. It is important for this task to maintain its critical focus, although its practical implementation has been postponed and is inseparable
from serious structural and institutional reforms within the country.
The sixth is the decrease in commodity prices, particularly for fuel and energy products. The average annual oil price dropped by 50% compared with 2014.
A drop of this magnitude over one year’s time has almost no precedent in modern
history: in the past 50 years, this only occurred in 1986 and 2009 (Fig. 1 and
)LJ ,QWKH¿UVWFDVHLWIRUHVKDGRZHGWKHEHJLQQLQJRIDORQJSHULRGRIORZ
oil prices, though they rose slightly in the short term. The situation in 2008
and 2009 may also have indicated a future change in the trend, which became
PRUH DSSDUHQW LQ  DQG  +RZHYHU WKLV VXJJHVWV QR ¿UP FRQFOXVLRQV
as the history of oil price cycles is very short and we cannot build responsible
forecasts based on two waves.
0RUHRYHUZHVWLOOGRQRWNQRZZKHWKHUÀXFWXDWLRQVLQWKHRLOPDUNHWIROORZ
DZDYHOLNHSDWWHUQ'HPDQGIRURLODVDFRPPRGLW\LVLQÀXHQFHGE\WHFKQRORJLcal progress, and it is far from certain that oil as a fuel will always be in demand
during an economic recovery. It is possible that the “oil supercycle” mentioned
so often in recent years is only a phenomenon of a certain phase of technologi-
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Fig. 1. Global oil price (USD/barrel).
6RXUFH International Monetary Fund.

Fig. 2.&KDQJHVLQWKHJOREDORLOSULFHV RIWKHSUHYLRXV\HDU 
6RXUFH International Monetary Fund.

cal progress during the last half of the 20th and early 21st century (a mature
industrial society that is becoming post-industrial). It is the high demand for oil
that made its price an indicator of not only the economic but also the political
well-being of many countries, including both producers and consumers, and
the movements of oil prices determined the fate of political regimes and even
social systems. When the technological model is changed, oil may once again
become an ordinary exchange commodity needed in the energy and chemical
LQGXVWULHVDQGFRXOGORVHWKHSROLWLFDOVLJQL¿FDQFHWKDWKDVEHHQDWWDFKHGWRLW
over the past 40 years.
Low commodity prices can result from powerful technological advances that
ORZHUWKHGHPDQGIRU VSHFL¿FZHLJKWRI PHWDOVDQGIXHOVLQWKHSURGXFWLRQRI
modern products. Demand for new products (advanced metals and fuels) is driven
by advanced technologies. If this assumption proves to be reasonable, there may
be no new cyclical recovery of prices for traditional commodities.

7
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These are just assumptions, however. The practical conclusion is that an economic policy cannot be based on an expected resumption of high oil prices or on
maintaining a consistently low level. The only thing we can assume is that oil
SULFHVÀXFWXDWHZLWKLQDYDU\LQJUDQJHGHSHQGLQJRQWKHLQWHUDFWLRQRIPXOWLSOH
hard-to-predict parameters. The less a country’s economy depends on market
ÀXFWXDWLRQV EH\RQG WKHFRQWURO RI LWV QDWLRQDO JRYHUQPHQW WKHEHWWHU WKHSURVpects for sustainable economic growth over the long term. Norway is the most
obvious example of this policy, with its oil rent concentrated in a sovereign
fund. At the other end of the spectrum is Venezuela, which spent much of its oil
rent proceeds: its GDP fell by 10% in 2015 (Table 1). Generally, economic outcomes during 2015 clearly demonstrate that commodity price movements are not
DGRPLQDQWJURZWKIDFWRUHYHQLQFRXQWULHVZLWKDVLJQL¿FDQWVKDUHRIFRPPR
dity sectors. The quality of institutions is much more important.
Low commodity prices will contribute to an even greater divergence between
leading countries, both developed and developing. For commodity importers,
LWZLOOEHFRPHDIDFWRULQHFRQRPLFJURZWKIRUH[SRUWHUVLWZLOOEHDVRXUFH
Table 1
Macroeconomic indicators for selected countries in 2014 and 2015.
&RXQWU\
group of countries
World total
Developed economies
Developing economies
G7
EU
United Kingdom
France
Germany
Italy
Spain
Ireland
Poland
Greece
Norway
Switzerland
USA
&DQDGD
Australia
Saudi Arabia
%5,&6
%UD]LO
India
&KLQD
South Africa
Argentina
Venezuela
EAEU
Russia
%HODUXV
Kazakhstan
Ukraine

GDP growth
rate, %

,QÀDWLRQUDWH
%

National debt,
% of GDP

%XGJHWEDODQFH
% of GDP

2014

2015

2014

2015

2014

2015

2014

2015

3.4
1.8
4.6
1.7
1.5
2.9
0.2
1.6
–0.4
1.4
5.2
3.4
0.8
2.2
1.9
2.4
2.5
2.7
3.6
5.7
0.1
7.3
7.3
1.5
0.5
–4.0
1.0
0.6
1.6
4.3
–6.8

3.1
1.9
4.0
1.9
1.9
2.2
1.1
1.5
0.8
3.2
4.8
3.5
–2.3
0.9
1.0
2.5
1.2
2.4
3.4
4.7
–3.8
7.3
6.9
1.3
0.4
–10.0
–3.1
–3.7
–3.6
1.5
–9.0

3.2
0.7
5.1
0.8
0.0
0.9
0.0
0.2
–0.1
–1.0
0.2
–1.0
–2.6
2.1
–0.3
0.6
1.9
1.6
2.4

3.6
0.8
5.7
0.7
0.6
0.3
0.1
0.2
1.9
0.7
0.2
0.1
1.5
2.3
–1.2
0.9
1.1
2.4
2.1

6.4
5.3
1.5
5.8
23.9
68.5

9.3
5.4
1.8
5.5
19.3
190.0

11.4
16.2
7.4
24.9

12.9
16.9
9.0
45.8

79.8
104.6
41.4
118.6
88.1
89.4
95.6
74.6
132.1
97.7
107.6
50.1
177.1
28.1
46.3
104.8
87.9
33.9
1.6
44.7
65.2
66.1
41.1
46.0
45.3
51.8
18.4
17.8
40.5
14.9
71.2

80.7
104.5
44.4
117.4
87.7
88.9
97.1
70.7
133.1
98.6
100.6
51.1
197.0
28.1
46.2
104.9
90.4
36.0
6.7
47.3
69.9
65.3
43.2
48.4
52.1
53.0
21.2
20.4
40.4
18.3
94.4

–3.1
–3.4
–2.6
–4.0
–2.9
–5.7
–4.0
0.3
–3.0
–5.8
–4.0
–3.2
–3.9
8.8
–0.1
–4.1
–1.6
–2.8
–3.4
–2.6
–6.2
–7.0
–1.2
–3.8
–2.7
–15.0
–0.8
–1.2
0.2
1.8
–4.5

–3.6
–3.1
–4.3
–3.5
–2.5
–4.2
–3.8
0.5
–2.7
–4.4
–2.0
–2.8
–4.2
6.0
–0.2
–3.8
–1.7
–2.4
–21.6
–3.8
–7.7
–7.2
–1.9
–4.1
–4.9
–24.4
–5.3
–5.7
–2.4
–3.2
–4.2

6RXUFHWorld economic outlook database, October 2015.
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of crisis that will need to be addressed with structural reforms, some of which
will be painful, socially as well as politically. They are highly likely to be delayed, but the price of delaying reforms may turn out to be very high in terms of
political and economic stability, which was clearly demonstrated by the Soviet
experience.
The seventh is the prospects for the social structure of developed countries
and the problem of inequality. Studies show the existence of social shifts leading to the polarization of society and an erosion of the middle class. Much has
been written about the middle class amid the transformational crisis in Russia.
Last year, discussions began regarding the impact of the recession on the middle
class in 2014 and 2015. In the broader context, this problem is related to deep
structural transformations inherent in the global crisis. Although a powerful
middle class is forming in developing countries, developed countries are witnessLQJDGLOXWLRQRIWKHPLGGOHFODVVDQGLQFUHDVHVLQWKHSURSRUWLRQVRIPRUHDIÀXHQW
strata, on the one hand, and of poorer people, on the other. This is largely connected with the profound changes in the technological structure, with the division
RISURIHVVLRQVLQWRPRUHDGYDQFHGDQG¿QDQFLDOO\DWWUDFWLYHDUHDV ¿QDQFH,&7
ELRWHFKQRORJ\ DSDUWIURPWUDGLWLRQDO¿HOGVZKHUHLQFRPHLVQRWJURZLQJ
At the beginning of the 21st century, and especially in the early years of
the global crisis, researchers sought to determine the top 1% of the population
who concentrated wealth in their hands.5 There has been an increasing amount of
discussion lately about the formation of considerably large segments of the rich
and the poor, with the middle class being diluted. In 2015, J. Furman, Obama’s
chief economic adviser, said, “You have seen a hollowing out of the middle of the
income distribution, and there’s neither one cause for it nor a single answer. It’s
a big problem, it is decades in the making, and it will require a lot of solutions”
(Fleming and Donnan, 2015).6 This shift is partly evidenced by the labor market
VWUXFWXUHLQWKHPRGHUQ8QLWHG6WDWHVLWLVPXFKHDVLHUWR¿QGDORZSD\LQJMRE
for a person with a low level of education, or a high-paying job for a graduate of
a top university, than a mid-level job that would be most in line with the concept
of the middle class (Thompson, 2010).
6RFLDO VWUDWL¿FDWLRQ LQHTXDOLW\ DQG WKHLPSDFW RQ SURVSHFWV IRU HFRQRPLF
growth in developed countries will apparently be among the key topics of economic and political discourse in the coming years. These issues are important
not only in terms of creating a contemporary model of economic growth but also
for ascertaining the more general prospects for preserving the socio-economic
system currently known as capitalism. Some of the leading modern social scientists consider the erosion of the middle class as a deferred realization of Marx’s
forecast about the ejection of workers from the labor process, underlying his conclusion about the doom of social relations based on commodity production (see
&ROOLQVS± 
The eighth is the substantial increase in global tension, particularly the enKDQFHGXVHRIWKHPLOLWDU\WRUHVROYHFRQÀLFWV7KHQXPEHURIFRQÀLFWVKDVEHHQ
5

See, e.g., Alvaredo et al. (2013), Mankiw (2013).
Whereas in 1970, US middle-class households accounted for 62% of the total income, in 2014, they only
DFFRXQWHGIRU+RZHYHUWKHVKDUHRIWKHXSSHUPLGGOHFODVVURVHIURPWRGXULQJWKHVDPHSHULRG
3HZ5HVHDUFK&HQWHU 
6
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steadily rising over the past three years. In a sense, it has become a political seTXHOWRWKHJOREDOFULVLV,WLVDV\HWGLI¿FXOWWRIXOO\HVWLPDWHWKHUHDOSURVSHFWV
IRUDUPHGFRQÀLFWDVDQLQGLVSHQVDEOHIDFWRULQVRFLRHFRQRPLFDQGSROLWLFDOOLIH
In summarizing the above, we can draw two conclusions about the development of the global situation. From a purely economic point of view, it is developing positively. The global crisis is coming to an end, and the growth rates of
the world economy and most of the world’s leading regions are recovering, albeit
UHODWLYHO\VORZO\DQGXQHYHQO\DFURVVFRXQWULHVDQGUHJLRQV%DUULQJPDMRUWXUPRLOLQ&KLQD WKRVHULVNVDUHUHODWHGWRERWKHFRQRPLFDQGSROLWLFDOIDFWRUV ZH
will see a gradual return to a normal, non-crisis economic and political agenda.
7KHSUREOHPVIRULQGLYLGXDOFRXQWULHV HJ5XVVLD%UD]LODQG9HQH]XHOD ZKHUH
WKHSURFHVVHVRIVWUXFWXUDOPRGHUQL]DWLRQZLOOEHGHOD\HGZLOOQRWVLJQL¿FDQWO\
impede the ability to overcome the structural crisis.
+RZHYHUWKHVHFRPSOHWHO\SHDFHIXOSURVSHFWVDUHEHLQJRYHUVKDGRZHGE\GHstabilizing political and military factors. Governments of the leading countries
have become increasingly active in resorting to military force to address the challenges they face. This, in turn, dramatically increases risks, and not just economic
ones. In other words, the risk of uncontrollable developments is increasing, which
further enhances the role of non-economic factors in the implementation and ef¿FLHQF\RIHFRQRPLFSROLFLHV,QSUDFWLFHLWKDVQRDGYDQWDJHRYHUWKHUHVROXWLRQ
of military and occasional foreign policy objectives.
2. Russian anti-crisis policy
In 2015, the economic situation in Russia was driven by two groups of factors.
On the one hand, it was the continued effect of the external shocks, including
VDQFWLRQV HVSHFLDOO\ LQ WKH¿QDQFLDO VHFWRU  DQG IDOOLQJ SULFHV IRU NH\ 5XVVLDQ
export products. On the other hand, there were apparent and serious structural
problems that have reduced growth potential since the middle of the past decade
and have caused stagnation in the Russian economy.
%RWKJURXSVRIIDFWRUVOHGWRWKHQHJDWLYHWUHQGVWKDWDSSHDUHGDVHDUO\DV
ZKLFK ZDV UHÀHFWHG LQ WKH*'3 GHFOLQH LQ  7DEOH  $OPRVW DOO H[SHUWV
acknowledge that as important as the external shocks were, the structural crisis
was the key problem. Indeed, a decrease in investment activity has been observed
since 2012, when growth rates began to decline. These negative processes started
before the sanctions and falling oil prices. The reason behind this slowdown was
WKHGHFUHDVHGHFRQRPLFJURZWKSRWHQWLDO¿UVWREVHUYHGGXULQJWKHVHFRQGKDOIRI
WKHV 6LQHOQLNRY0XU\OHYHWDO2UORYDDQG(JLHY 
Experience shows that external shocks should be addressed with monetary and
¿VFDOFRQVROLGDWLRQ&DVKLQMHFWLRQVLQVXFKDVLWXDWLRQZRXOGOHDGWRLQFUHDVLQJ
LQÀDWLRQDQGXQGHUPLQH²UDWKHUWKDQVWLPXODWH²LQYHVWPHQWDFWLYLW\$KHDOWK\
H[SDQVLRQRIEXGJHWIXQGLQJLVDOVRYHU\GLI¿FXOWGXHWRWKHVKDUSGHFOLQHLQEXGget revenues as the demand for military funding is increasing.
In December 2014, the situation seemed to be on the verge of disaster. The ruble
fell rapidly following the imposition of external sanctions and the decline of oil
prices, and monetary authorities opted to hold the reserves, rather than spending
them to maintain the national currency. The budget, which the parliament just
adopted, was becoming unrealistic before our very eyes.

Prices and interest rates
&RQVXPHUSULFHLQGH['HFHPEHUWR'HFHPEHU
Producer price index, December to December
%DQNRI5XVVLDGLVFRXQWUDWH EHIRUH²WKHPLQLPXPUDWHRQUHSXUFKDVH
transactions for 1 day), annual average, % p.a.
$YHUDJHLQWHUHVWUDWHRQ58%ORDQVWREXVLQHVVHVDQQXDODYHUDJHSD
Average interest rate on individual deposits (except for call deposits)

3XEOLF¿QDQFHDQGLQWHUQDWLRQDOUHVHUYHV
6XUSOXV  GH¿FLW ± RIWKHFRQVROLGDWHGEXGJHWRI*'3
6XUSOXV  GH¿FLW ± RIWKHIHGHUDOEXGJHWRI*'3
1RQRLODQGJDVGH¿FLWRIWKHIHGHUDOEXGJHWRI*'3
5XVVLDQGRPHVWLFQDWLRQDOGHEWH[SUHVVHGLQVHFXULWLHV58%ELOOLRQ
Foreign national debt (Ministry of Finance data), USD billion
&RQVROLGDWHGQDWLRQDOGHEWRI*'3
Reserve Fund (2007 — Stabilization Fund), at year end, USD billion
National Welfare Fund, at year end, USD billion.
International Reserves of the Russian Federation, at year end, USD billion

Macroeconomic indicators (growth of physical volume as % of the previous year)
GDP
Industry
Agriculture
&RQVWUXFWLRQ
Wholesale trade
Retail trade
Final consumption by households
,QYHVWPHQWVLQ¿[HGFDSLWDO
Share of wages in GDP
6KDUHRISUR¿WVDQGPL[HGLQFRPHLQ*'3

Table 2
Main economic indicators of the Russian Federation, 2007—2015.

13.3
–7.0
6.9
12.2
7.6

10.0
7.2

4.9
4.1
–6.5
1421.5
40.6
6.5
137.09
87.97
427.1

5.2
0.6
10.8
12.8
5.4
13.7
10.6
9.5
47.4
32.6

2008

11.9
25.1
6.0

478.8

6.0
5.4
–3.3
1248.8
44.9
7.2
156.81

8.5
6.8
3.3
18.2
9.5
16.1
14.3
23.8
46.7
34.1

2007

15.3
10.4

8.8
13.9
8.3

–6.3
–6.0
–13.7
1837.2
37.6
8.3
60.52
91.56
439.0

–7.8
–10.7
1.4
–13.2
2.0
–5.1
–5.1
–13.5
52.6
30.8

2009

10.8
6.8

8.8
16.7
5.3

–3.4
–3.9
–12.2
2461.6
40.0
9.0
25.44
88.44
479.4

4.5
7.3
–11.3
5.0
3.0
6.5
5.5
6.3
49.6
32.6

2010

8.5
5.4

6.1
12.0
5.3

1.5
0.8
–9.3
3546.4
35.8
9.5
25.21
86.79
498.6

4.3
5.0
23.0
5.1
4.4
7.1
6.8
10.8
49.6
31.1

2011

9.1
6.5

6.6
5.1
5.3

0.4
–0.1
–10.5
4064.3
50.8
10.5
62.08
88.59
537.6

3.5
3.4
–4.8
2.5
3.6
6.3
7.4
6.8
50.3
33.9

2012

9.5
6.5

6.5
3.7
5.5

–1.3
–0.5
–10.4
4432.4
55.8
11.4
87.38
88.63
509.6

1.3
0.4
5.8
0.1
0.7
3.9
3.7
0.8
51.7
33.0

2013

16.1 j)
9.9 j)

12.9
14.2 f)
12.6

–3.5 d)
–2.4 d)
–9.7 d)
5521.1 e)
50.2 e)
14.3 e)
49.95
71.72
368.4

–3.7 a)
–3.3 b)
2.9 b)
–9.9 b)
–9.2 b)
–9.3 b)
–9.0 a)
–5.5 b)
52.4 c)
33.9 c)

2015

(continued on next page)

11.1
6.7

11.4
5.9
7.9

–1.2
–0.5
–10.9
5475.7
54.4
14.4
87.91
78.00
385.5

0.7
1.7
3.5
–2.3
–3.9
2.7
1.7
–2.7
52.0
32.3

2014
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1136
49
46.1
52.4
58.3
0.9
3.1
508

The banking system
Number of active lending institutions, at year end
Number of banking licenses withdrawn during the year
Assets
Debt owed by domestic corporations (excluding banks) under bank loans
Debt owed by domestic individuals under bank loans
Share of overdue loans to domestic corporations, excluding banks
Share of overdue loans to individuals
3UR¿W58%ELOOLRQ

b)

Q1–Q3 2015 against Q1–Q3 2014.
January-November 2015 against January-November 2014.
c) Q4 2014–Q3 2015.
d) Federal Treasury (Roskazna) data.
e) As of December 1, 2015.
f) October 2015 against October 2014.
j) Average from January to October 2015.
h) January to December 2015.
i) December 1, 2015 against December 1, 2014.
j) January-September 2015, Rosstat.
6RXUFHV5RVVWDW5)0LQLVWU\RI)LQDQFH%DQNRI5XVVLD

a)

6.0
13.6
17.2
12.1
18.8

2007

Labor market
Overall unemployment rate (ILO methodology), annual average, %
$YHUDJHZDJHV58%WKRXVDQGPRQWK
Wages in real terms
Real disposable household income
Population with cash income below subsistence level, million

Table 2
(continued)

1108
33
32.7
28.6
31.2
2.2
3.6
409

6.2
17.3
11.5
2.4
19.0

2008

1058
43
3.7
0.0
–11.7
6.0
6.9
205

8.3
18.6
–3.5
3.0
18.4

2009

1012
27
14.8
9.6
14.4
5.5
7.1
573

7.3
21.0
5.2
5.9
17.7

2010

978
18
21.4
22.8
35.5
4.8
5.3
848

6.5
23.4
2.8
0.5
17.9

2011

956
22
20.4
15.5
39.1
4.6
4.1
1012

5.5
26.6
8.4
4.6
15.4

2012

923
32
14.2
11.6
27.7
4.1
4.5
994

5.5
29.8
4.8
4.0
15.5

2013

834
86
18.6
12.7
11.6
4.1
6.0
589

5.2
32.5
1.2
–0.7
16.1

2014

740 e)
93
1.4 i)
6.8 i)
–7.4 i)
6.0 e)
8.4 e)
265 h)

5.6 h)
33.2 h)
–9.2 b)
–3.5 b)
20.3 j)

2015
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Due to the anti-crisis policies implemented throughout 2015, the results for
the year look somewhat better than expected at the end of 2014. The worst-case
VFHQDULRVKDYHQRWPDWHULDOL]HG7KHWLPHO\WUDQVLWLRQWRDÀRDWLQJH[FKDQJHUDWH
FDOOHGDWUDQVLWLRQWR³LQÀDWLRQWDUJHWLQJ´ WKHFRQVROLGDWLRQRIEXGJHWH[SHQditures and the implementation of the government’s anti-crisis plan prevented
the situation from spinning out of control, preserved the international reserves,
DQGVLJQL¿FDQWO\VORZHGWKH*'3VOXPS
In the following discussion, we will study the main economic and political
problems and solutions from 2015 and their impact on the prospects for the country’s socio-economic development.
Economic trends. GDP declined by 3.7% in 2015. This is the second recession
since 1999, when the Russian economy shrank by 7.8% in the wake of the global
FULVLV )LJ +RZHYHUZKHUHDVLQWKHGHFOLQHRFFXUUHGLQWKHPDMRULW\
of developed countries, growth is now accelerating there. Throughout the year,
statesmen and experts discussed the “passing of the bottom” of the recession, i.e.,
the point at which it should stop (Table 3).
Two important factors drove the nature and duration of the downturn in
DQGPDGHLWGLI¿FXOWWRSUHGLFWLHWKHLQGXVWU\VWUXFWXUHDQGH[FKDQJH
rate trends. The changing terms of trade — and, as a consequence, the devaluation of the national currency7 — had different effects on particular industries, which showed differing trends over the past year. Export-oriented industries demonstrated growth, whereas those associated primarily with domestic
consumption shrank. The hardest blow, however, was dealt to those industries
WKDWKDGSUHYLRXVO\EHQH¿WHGPRVWIURPWKHLQÀRZRIUHQWDOLQFRPHLHVHUvices, trade, and construction. Indeed, an analysis of the problems associated
ZLWK WKH'XWFK GLVHDVH KDV VKRZQ WKDW D SRZHUIXO LQÀRZ RI UHQWDO LQFRPH
undermines competition in most industries producing tradable goods but contributes to the development of sectors in which there are no imports (trade,
FRQVWUXFWLRQ¿QDQFLDODQGQRQ¿QDQFLDOVHUYLFHV $FFRUGLQJO\WKHUHFDQEH
no import substitution there. Those sectors grew at an especially rapid pace in

Fig. 3. Russian GDP (%).
6RXUFH Rosstat.

7

To learn more about the mechanics of those changes, see Idrisov et al. (2015b).
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Table 3
Industrial production: passing the low point in 2015 (%).
Industry

Industrial production index
Mining and minerals
Manufacturing
LQFOXGLQJ
Food products, beverages and tobacco
Textiles and textile products
Leather, leather products and footwear
Wood processing and wood products
Pulp and paper
&RNHSHWUROHXPSURGXFWV
&KHPLFDOSURGXFWLRQ
Rubber and plastic products
Other non-metal mineral products
Metallurgy and metal products
Machinery and equipment
Electrical and optical equipment
Transport vehicles and equipment
Other production
Electricity, gas and water

Share in
the industrial
production
index
33.99
52.50
17.05
1.43
0.32
2.20
3.92
18.78
7.46
2.26
4.41
17.23
6.24
6.05
7.06
5.59
13.51

³%RWWRP´SDVVHG

&KDQJHLQ
the output index,
October 2015
against July 2014

¥ -XQH
¥ 0D\
¥ -XO\

96.19
101.31
93.44

¥ -XQH
¥ 0D\ 
¥ QRUHGXFWLRQ
¥ 0D\

¥ -XO\ 
¥ -XO\

101.65
83.88
89.60
95.92
96.81
100.09
107.61
95.90
86.90
92.39
86.84
84.04
81.18
87.58
98.00

6RXUFHRosstat.

WKHSDVW+RZHYHUIRUWKHVDPHUHDVRQLWLVWKHVHVHFWRUVWKDWDUHPRVWVXVceptible to decreased demand as a result of the devaluation. Without a doubt,
the trend in each particular sector was strongly affected by the share of incoming imported goods and the high proportion of borrowings in foreign currencies within the sector8.
A combination of those factors drove the GDP trend. When the devaluation
processes had stalled by mid-2015, industry began to show signs of recovery.
+RZHYHUDQHZURXQGRIRLOSULFHGHFOLQHVDQGWKHIXUWKHUZHDNHQLQJRIWKHUXEOH
that followed, prolonged the recession.
The investment situation evolved similarly, which appeared to be stabilized
E\WKHHDUO\DXWXPQ+RZHYHUWKHXQFHUWDLQW\DERXWWKHH[FKDQJHUDWHDQGDFcordingly, the effectiveness of the business environment, has led to a continued
decline in investment.
We can assume that in the absence of political shocks, a new equilibrium will
be achieved in several months. In terms of macroeconomic factors, to restore
growth, Russia needs neither high nor low, but stable, oil prices to determine
clear conditions for businesses to make decisions.
Structural policies and import substitution. In the past (this applies not only
to Russia), the consequences of devaluation were deferred, but the main results
ZHUH DOUHDG\ YLVLEOH GXULQJ WKH¿UVW \HDU +RZHYHU LQ WKHFRQWH[W RI PRGHUQ
multilateral devaluations and the global contraction of demand, their effect will
be uneven across countries and will be deferred, at best, if the devaluation can be
enhanced with relevant structural reforms. This has been demonstrated by the ex8

See Idrisov (2015), Idrisov et al. (2015a).
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perience of many countries, the most prominent being Japan, which failed to start
the growth mechanism in this way.
The effect of import substitution is important and possible, but it is not straightIRUZDUGRUDXWRPDWLF7KHIROORZLQJDUHWKHUHDVRQVEHKLQGWKHPRGL¿HGLPSDFW
of devaluation on economic growth:
x the structural effects of a long period of Dutch disease physically degrades
manufacturing businesses (and related labor resources), which could become
a source of import substitution: they simply cease to exist and cannot recover
automatically. Therefore, recovery primarily concerns export sectors that have
WKHDELOLW\WRH[SDQGSURGXFWLRQZLWKRXWVLJQL¿FDQWLQYHVWPHQW
x in the absence of free capacity, import substitution requires investment and,
consequently, a healthy investment climate. Devaluation could, to a certain
H[WHQW FRPSHQVDWH IRU WKHSRRU EXVLQHVV FOLPDWH E\ UHGXFLQJ WKHULVNSUR¿W
UDWLR+RZHYHUZKHQPDNLQJLQYHVWPHQW LHORQJWHUP GHFLVLRQVGHYDOXDWLRQLVQRWWKHPRVWLPSRUWDQWDUJXPHQW
x devaluation makes the country more attractive for foreign investment.
+RZHYHU5XVVLD¶VVLWXDWLRQLVFXUUHQWO\DJJUDYDWHGE\WKHVDQFWLRQV
x the country’s involvement in international trade (global value chains) also
OLPLWVWKHSRWHQWLDOEHQH¿WIURPGHYDOXDWLRQDVVRPHRIWKHFRVWFRPSRQHQWV
are increasing as a result. Thus, the impact of devaluation on import substituWLRQFDQEHGLVFXVVHGRQO\VXEMHFWWRDFRUUHFWDQDO\VLVRIVSHFL¿FVHFWRUVDQG
products.
$VDUHVXOWWKHRSSRUWXQLW\WREHQH¿WIURPGHYDOXDWLRQDURVHRQO\ZLWKLQVSHFL¿F VHFWRUV LQ  7KH\ DUH SULPDULO\ DVVRFLDWHG ZLWK H[SRUWV$W WKHVDPH
time, the devaluation helped identify weak spots and revealed the excessive dependence on imports for a number of manufacturing businesses and certain areas
of the consumer market. The business models based on foreign exchange loans
and related purchases of imported equipment began to collapse.
A government commission to support import substitution was established in
DVZDVWKH5XVVLDQ([SRUW&HQWHUWRVXSSRUWQRQFRPPRGLW\H[SRUWV$Q
understanding of the nature and mechanics of this support formed gradually.
President Vladimir Putin and Prime Minister Dmitry Medvedev spoke unambiguously in favor of linking import substitution support with the ability to make
products that would be competitive on foreign markets (Medvedev, 2015, p. 120).
This means that the government is aware of the risk (known from the experience
of a number of countries, particularly in Latin America) that import substitution
could actually mean closing off the market to foreign goods and forcing domestic consumers to purchase more expensive and inferior goods produced within
the country.
Throughout 2015, attempts were made to limit the exports of goods that
EHQH¿WHGIURPGHYDOXDWLRQ HJJUDLQPHWDOVFKHPLFDOV 7KLVDUJXPHQWZDV
the concern about the physical scarcity of goods for domestic consumption and
the idea that exporting those goods would lead to higher domestic prices. (In fact,
these are the same argument, only in the former case it acts as the “phantom pain”
of the Soviet-era shortages, whereas in the latter, it was embedded in the marNHWHFRQRP\UKHWRULF +RZHYHUQRWDQJLEOHDFWLRQZDVWDNHQLQWKLVDUHD2QO\
the ban on the exports of hides and skins was extended, and a ban on the export
of wastepaper was imposed in December.
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Fiscal policy. In the face of external shocks, the government pursued a pruGHQW¿VFDOSROLF\DOWKRXJKLWFDQQRWHQWLUHO\EHFDOOHGFRQVHUYDWLYH7KHIHGH
UDO EXGJHW GH¿FLW WRWDOHG  RI WKH*'3 FRPSDUHG ZLWK  LQ  DQG
national debt remained at 14.3% — a very low value by all international standards — whereas foreign debt actually decreased slightly (obviously as a result of
WKHVDQFWLRQVUDWKHUWKDQFRQVFLRXV¿VFDOFRQVHUYDWLVP 
With export revenues declining, the Russian government should have adjusted
the federal budget to reduce expenditures in February and March 2015. A 10%
sequestration was selected as the appropriate tool. Technically, it was the simplest
VROXWLRQQRWSUHFOXGLQJWKHSRVVLELOLW\RIXVLQJLWLQWKHIXWXUH+RZHYHULWFDQ
have adverse implications in the medium term.
The problem is that over the past seven to eight years, the allocation of budget expenditures has deteriorated: the proportion of productive expenditures
has diminished, and the proportion of unproductive ones has increased9. To address the long-term challenges of the country’s socioeconomic development,
the economy needs investment in human capital and transportation infrastructure,
as these public expenditures increase potential growth. At the same time, it is
these sectors that lose the most from sequestration.
Further sequestration of expenditures without structural reforms (including
reforms for budget-funded organizations) is posing grave risks for the country’s
economic, social and political stability in the coming years (2017–2020). Without
VWUXFWXUDOUHIRUPV¿VFDOSROLF\ZLOOORVHWKHOHHZD\WKDWPD\EHQHHGHGLQ
and 2018, and the positive macroeconomic effects of devaluation will be offset.
Under these conditions, the allocation of budgetary expenditures is becoming
DVLPSRUWDQWDVDZHOOEDODQFHGEXGJHW ORZGH¿FLW $FKLHYLQJEDODQFHDWWKHH[pense of productive sectors threatens to start a vicious cycle: reducing spending
on productive sectors will undermine economic development, thereby shrinking
EXGJHW UHYHQXHV &RQVHTXHQWO\ WKHNH\ REMHFWLYH QRZ LV WR RSWLPL]H H[SHQGLtures, i.e., to look for more sophisticated budget savings methods through structural and institutional solutions, rather than by mere sequestration.
In 2016, the government will have to resort to increasing the federal budget
GH¿FLW LQ OLJKW RI VKDUSO\ GHFUHDVLQJ K\GURFDUERQ SULFHV ,W LV RIWHQ QRWHG WKDW
low debt creates additional macroeconomic problems, particularly by depriving
the monetary system of adequate collateral instruments. Proposals have even been
PDGHWRVHWDÀRRUIRUWKHQDWLRQDOGHEWUDWKHUWKDQDFDS ³DWOHDVW´LQVWHDGRI
“not more than” a certain level)10. This is hardly possible or feasible. On the one
KDQG 5XVVLD ODFNV D VLJQL¿FDQW DPRXQW RI SULYDWH VDYLQJV WKDW WKHVWDWH FRXOG
borrow without prejudice to private investments, let alone the transition to direct
IXQGLQJ RI WKHEXGJHW GH¿FLW WKURXJK PRQH\ FUHDWLRQ E\ WKH&HQWUDO %DQN 2Q
the other hand, given Russia’s unfavorable “credit history,” a substantial increase
LQERUURZLQJVZLOOOHDGWRWKHLUVLJQL¿FDQWDSSUHFLDWLRQ,QRXURSLQLRQHQVXULQJ
macroeconomic stability means a rather long period of low debt for Russia.
7KHEXGJHWVLWXDWLRQUHPDLQVGLI¿FXOWIRUWKHVXEMHFWVRIWKH5XVVLDQ)HGHUDWLRQ
Although actual tax revenues have fallen in real terms, the debt situation had not
9

For more information, see Idrisov and Sinelnikov-Murylev (2013).
7KH6WRO\SLQ&OXE¶VSURSRVDOVSXEOLVKHGLQDXWXPQVWDWHWKDW³WKHVKDUHRIGRPHVWLFQDWLRQDOGHEW
VKRXOGQRWIDOOEHORZRIWKH*'3LQWHUPVRIWRWDOERUURZLQJV´ 6WRO\SLQ&OXES 
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Fig. 4. 'HEWRIWKHEXGJHWVIRUVXEMHFWVRIWKH5XVVLDQ)HGHUDWLRQ 58%ELOOLRQ 
6RXUFH Ministry of Finance of the Russian Federation.

Table 4
Main types of tax revenues included in consolidated budgets for subjects of the Russian Federation in 2015 (%).
Main types of tax revenues
Tax and non-tax revenues
Individual income tax
&RUSRUDWHLQFRPHWD[
Property tax
Excise duties on excisable goods
Small business tax

In nominal terms

In real terms*

Share in tax and
non-tax revenues

6.2
4.3
7.3
11.6
1.5
10.4

–5.9
–7.6
–4.9
–1.1
–10.1
–2.2

100.0
36.8
27.6
14.0
6.4
4.6

*LYHQWKH&3,IRU
6RXUFH)HGHUDO7UHDVXU\ 5RVND]QD 5RVVWDW$XWKRU¶VFDOFXODWLRQV

GHWHULRUDWHGVLJQL¿FDQWO\ )LJ7DEOH 1RPLQDOLQFRPHJURZWKSUHYHQWVXQcontrollable developments. A slowdown was observed in spending growth within
the consolidated budgets, which increased by only 1.4% (93% of budgeted expenditures were actually made).
A further deterioration of revenues will most likely lead to the need to raise
WD[HV7KHRI¿FLDOSRVLWLRQVUHPDLQLQWDFWUHJDUGLQJWKHLPSHUPLVVLELOLW\RIUDLVing taxes during times of crisis and maintaining a moratorium on decisions in
WKLVDUHDXQWLO+RZHYHULQFHUWDLQVLWXDWLRQVUDLVLQJFHUWDLQWD[HVPD\EH
a more appropriate solution than sequestration or increasing domestic debt.
Monetary policy.7KHWUDQVLWLRQWRDÀRDWLQJH[FKDQJHUDWHIRUWKHUXEOHKDV
saved the foreign exchange reserves, which in itself is important for long-term
economic development. Raising the discount rate was also an important and reVSRQVLEOHGHFLVLRQGHVSLWH¿HUFHFULWLFLVPIURPDVLJQL¿FDQWVHJPHQWRIWKHSRlitical and business elite. It is equally important that V. Putin has repeatedly spoNHQ DERXW VXSSRUWLQJ WKH5XVVLDQ &HQWUDO %DQN¶V SROLF\ 0RQHWDU\ DXWKRULWLHV
FRQWLQXHWRVKRZVXSSRUWIRUWKHJRDORIEULQJLQJLQÀDWLRQGRZQWRE\
thereby creating qualitatively new business conditions.
,QDGGLWLRQWRPDLQWDLQLQJUHVHUYHVWKH&HQWUDO%DQN¶VSROLF\KDVFRQWULEXWHG
WR UHGXFLQJ FDSLWDO ÀLJKW DOWKRXJK PXFK RI WKHRXWÀRZ UHVXOWHG IURP 5XVVLDQ
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Table 5
&DSLWDORXWÀRZ 86'ELOOLRQ 
Indicator

2014

2015

1HWFDSLWDORXWÀRZIURPWKHQRQJRYHUQPHQWDOVHFWRU
Liabilities to non-residents (“+” means growth)
FDI in the non-banking sector
Other liabilities
Including foreign debt repayment according to schedule
New borrowings
)RUHLJQDVVHWV ³±´PHDQVJURZWK³´PHDQVUHGXFWLRQ

–153.0
–36.7
18.5
–55.2
–208.3
153.1
–116.3

–56.9
–64.3
6.7
–71.0
–126.4
55.4
7.4

6RXUFH%DQNRI5XVVLD

ERUURZHUVSD\LQJRIIIRUHLJQGHEWV 7DEOH 7KXVLQWKHQHWRXWÀRZRI
capital equaled USD 57 billion (USD 153 billion in 2014). The main channel
IRUFDSLWDORXWÀRZVZDVWKHQHWUHSD\PHQWRIOLDELOLWLHVWRQRQUHVLGHQWVZKLFK
GURSSHGE\86'ELOOLRQFRPSDUHGZLWK86'ELOOLRQLQ+RZHYHUZH
FDQDVVXPHWKDWFDSLWDOÀLJKWZDVDOVRGULYHQE\JHRSROLWLFDOIDFWRUVDVFRQFHUQV
about potentially expanding the sanctions could have made foreign investments
less attractive. In particular, this is illustrated by the decline in foreign direct investments from USD 18 billion in 2014 to USD 7 billion in 2015.
The propensity towards the “dollarization” of savings also decreased, as
KRXVHKROGUXEOHDVVHWVJUHZVLJQL¿FDQWO\IDVWHUWKDQIRUHLJQH[FKDQJHVDYLQJV
Although Russian banks, companies and households (in terms of foreign currencies) increased investments in foreign assets in 2014, foreign assets held by
Russian residents declined slightly in 2015 amid the intensive external debt reSD\PHQW,QWKHPDLQFKDQQHOIRUFDSLWDOÀLJKWZDVWKHJURZWKLQIRUHLJQ
assets (by USD 116 billion, including USD 30 billion of investments in foreign
currencies in cash), which declined by USD 7 billion in 2015. This decline is almost entirely due to reduced investments in foreign currencies in cash.
7KHVHYHUHFULWLFLVPRIWKHSROLF\SXUVXHGE\WKH&HQWUDO%DQNZKLFKLVRIWHQ
blamed for all of the problems with the Russian economy, seems unfair. Paradoxically, those who particularly criticize the “monetarists” turn out to be true monetarists in practice, as they exaggerate the ability of monetary authorities to neutralize
negative impacts from the external environment or geopolitical crises.
Banking reform. The banking sector remains a focus for the authorities.
On the one hand, the efforts to clean up have continued. Licenses were withdrawn from 93 credit organizations (86 in the previous year). Financial recovery
(rehabilitation) procedures were initiated for 15 banks in 2015. The total assets
for banks that lost their licenses in 2015 were not very large, as they accounted
for approximately 1% of the total assets in the banking sector.
2QWKHRWKHUKDQGVRPHRIWKHPDMRUEDQNVKDYHUHFHLYHGVWURQJ¿QDQFLDOVXSport from the state, as the crisis in the banking sector would have led to dire consequences, not only economic but also social and political. Most of the government support went to state-owned banks, which strengthened their positions in
major segments of the banking services market.
Lending to businesses slowed but still showed a positive trend of almost 7%,
and the indebtedness of individuals declined by about the same amount, a much
milder reaction than in 2009. The quality of bank loans does raise concerns, however. Past due debts held by corporations under ruble loans have already reached
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the high set in 2009, and the individual debts broke record values. The quality of
loans continues to deteriorate in all segments of the market.
7KHJUHDWHVW SUREOHP LV VWLOO SRRU ¿QDQFLDO UHVXOWV LQ WKHEDQNLQJ VHFWRU DQG
losses of a large number of banks. In 2015, almost 30% of operating banks recorded losses, compared with only 11% in 2009. In contrast to the situation six
\HDUVDJRWKHFXUUHQWGHFOLQHLQEDQNLQJSUR¿WPDUJLQVZDVFDXVHGQRWRQO\E\
deteriorating asset quality and the need to drastically increase spending on proYLVLRQLQJEXWDOVRE\ORZHUSUR¿WPDUJLQVRQFRUHEDQNLQJRSHUDWLRQV7KHODWWHU
was due to the high-interest-rate policy. The value of bank liabilities proved to be
more sensitive to increases in the discount rate than the returns on loan portfolios,
UHVXOWLQJLQDVLJQL¿FDQWUHGXFWLRQLQRYHUDOOQHWLQWHUHVWLQFRPH
The social situation and the labor market. In 2015, as in previous post-Soviet
crises, incomes decreased against the relative stability in the labor market.
Unemployment hovered at approximately 5.5%, which is higher than the US
¿JXUHEXWFRQVLGHUDEO\ORZHUWKDQWKH(XURSHDQOHYHO,QDWHQVHGHPRJUDSKLF
situation, and with the decline in the working-age population, businesses are
hesitant to severely reduce employment, instead trimming working hours and
payments.
:HOOEHLQJGURSSHGVLJQL¿FDQWO\GXULQJWKH\HDUZLWKUHDOGLVSRVDEOHLQFRPH
GHFUHDVLQJE\DQGUHDOZDJHVE\PRUHWKDQ7KLV¿WVLQWRWKH³5XVVLDQ
labor market model,” i.e., reducing wages rather than employment.
$WWKHVDPHWLPHEDQNVDYLQJVKDYHLQFUHDVHGPRVWO\LQUXEOHV7KLVVLJQL¿HV
a transition from consumption-driven to savings-driven behavior, which is an additional factor slowing down the economy in the short term, as demand becomes
even more limited, but the crisis-related uncertainty does not encourage the transIRUPDWLRQRIVDYLQJVLQWRLQYHVWPHQWV&RQVHTXHQWO\UHWDLOWUDGHWXUQRYHUIHOOE\
approximately 9%.
As a result, the poor population began to grow rapidly. The share of Russians
in the poor category returned to the level of the mid-2000s (20.3% with income
below the subsistence level). This is a new phenomenon in recent years. In 2008
DQGGHVSLWHWKHGHFOLQHLQ*'3WKLV¿JXUHZDVKDYLQJVLJQL¿cantly decreased afterwards (Table 2). At that time, the state possessed considerable budgetary savings (the Reserve Fund), which were allocated to maintain
WKHVWDQGDUGRIOLYLQJ7KHHFRQRP\KDGWRSD\IRUWKLVZLWKDEXGJHWGH¿FLWRI
 RI *'3 LQ  ZLWK WKHQRQRLO GH¿FLW UHDFKLQJ D UHFRUGEUHDNLQJ 
Those resources are no longer available in the budget.
Researchers have begun to note the erosion of the middle class within
the country (Maleva, 2015, pp. 12–13), although one needs to distinguish beWZHHQWKHSUREOHPVRIFDVKÀRZV UHGXFHGFXUUHQWLQFRPH DQGUHVHUYHV DFFXmulated well-being, behavioral stereotypes). The crisis has led to a certain reducWLRQLQLQHTXDOLW\ZLWKWKH*LQLFRHI¿FLHQWGHFUHDVLQJIURPWRDQG
WKHGHFLOHIXQGVUDWLRIURPWR 0DOHYDSS± +RZHYHUWKLV
can hardly be called a positive trend.
3. Priorities for anti-crisis policies
Russia’s economic policy is facing two key challenges: starting economic
growth and dampening reductions in household well-being. These challenges are
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FRUUHODWHGDVWKH¿UVWOHDGVWRLQFUHDVHGZHOOEHLQJDQGWKHVHFRQGJHQHUDWHVGHmand for economic growth.
Solving these tasks is tricky because we are facing a structural crisis rather
than a cyclical one. The end of the downturn, which cannot last long (much less
forever), in this case does not automatically restore growth. Unless we make
special efforts to build a new growth model, the potential for growth will remain
low, which means that the economy will hover around zero (or within statistical
error). Unlike a recession, this may last long enough for the political elite to form
a model suitable for modern challenges, with the respective impact on well-being
and social stability.
The most serious challenge facing Russia is not overcoming the recession but
achieving economic growth. Of course, we mean sustainable, long-term growth
accompanied by structural modernization, rather than achieving good-looking
statistics. In the foreseeable future, Russia must strive for growth rates exceeding
WKHZRUOGDYHUDJH RUVRPHZKHUHEHWZHHQWKRVHRI*HUPDQ\DQG&KLQD 
This is not a trivial task and has no standard solutions, unlike stabilization.
Solutions will be contingent upon the features of the current era and our country.
An answer to this challenge requires major institutional reforms in all spheres of
society, not exclusively in the economy.
We suggest the following key points for economic policy that can solve both
issues.
&RQVLVWHQWGLVLQÀDWLRQZKLFKLVDQDWXUDOEDVLVIRUORZHULQJLQWHUHVWUDWHVDQG
UDLVLQJLQYHVWPHQWDFWLYLW\LQ5XVVLDZLOODOVRJXDUDQWHHVRFLDOVWDELOLW\,QÀDWLRQ
must be brought down from 13% in 2015, to a target of 4% by 2017.
7KHVLWXDWLRQLVSROLWLFDOO\FRPSOH[DQGWKHUHLVDULVNRILQLWLDWLQJDQ³LQÀDWLRQDU\VSLUDO´$VLQWKHVDSRZHUIXOSURLQÀDWLRQJURXSLVIRUPLQJDJDLQ
$VEDFNWKHQWKHUHDUHWKUHHSRZHUIXOIRUFHVLQWHUHVWHGLQSUHVHUYLQJKLJKLQÀDWLRQEDQNVZKLFKJHWDGGLWLRQDORSSRUWXQLWLHVWRVROYHWKHSUREOHPVRIVWDELOLW\
WUDGHEHFDXVHLQÀDWLRQEHQH¿WVLQGXVWULHVZLWKDVKRUWWXUQDURXQGRIFDSLWDODQG
LQHI¿FLHQWHQWHUSULVHVIRUZKLFKFKHDSPRQH\PDNHVLWSRVVLEOHWRDYRLGRWKHUwise unavoidable changes in management and owners.
+RZHYHUVWDUWLQJRQWKHFRXUVHRIGLVLQÀDWLRQQRZZRXOGEHQH¿WERWKWKHDXWKR
rities and the majority of the public — ordinary businesses and citizens. A deterPLQDWLRQWRUHDFKWKHWDUJHWRILQÀDWLRQZRXOGEHYHU\LPSRUWDQWSROLWLFDOO\
economically, and socially. Politically, it would make a very important argument
in the presidential elections in 2018. Economically, the solution to this problem
would allow business (if the authorities can demonstrate the seriousness of their
intentions) to make plans, particularly investment ones. And socially, it would be
DIDFWRULQUHGXFLQJWKHVRFLDOWHQVLRQWKDWDOZD\VDFFRPSDQLHVKLJKLQÀDWLRQ
'HFLVLYHGLVLQÀDWLRQQRZLVQRWRQO\QHFHVVDU\EXWSRVVLEOH,IRLOSULFHVVWD\
at the present level, Russia will in fact get rid of the Dutch disease. In previous
\HDUVUHGXFLQJLQÀDWLRQZDVFRQVWUDLQHGE\WKHULVNRIORZHUHGFRPSHWLWLYHQHVV
due to surplus (that is, not tied to the growth of labor productivity) strengthening
RIWKHUXEOH1RZKRZHYHULQWKHDEVHQFHRIVLJQL¿FDQWLQFUHDVHVLQRLOSULFHV
these risks will not threaten the economy. It presents an additional stimulus for
macroeconomic invigoration.
The effectiveness of budgetary policy is frequently brought up by Russian
SROLWLFLDQV DQG HFRQRPLVWV KRZHYHU WKHDYDLODELOLW\ RI FKHDS PRQH\ RYHU
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the last ten years has not brought about the realization of these goals. We can see
four options here: budgetary maneuvers, improvements in budgetary procedures,
LQFUHDVHVLQWKHHIIHFWLYHQHVVRIWKHEXGJHWQHWZRUNDQGFODUL¿FDWLRQVRIWKH¿Vcal rules based on experience and current realities. A key here is the question
RIWKHLQÀXHQFHRIVHSDUDWHEXGJHWOLQHLWHPVRQHFRQRPLFJURZWK ,0)
Moreno-Dodson, 2013).
Over the past few years, the allocation of budget expenditures underwent
negative changes. Expenditures that promote increasing reserves and the quality
of factors of production (labor and capital) as well as the growth of total facWRU SURGXFWLYLW\ WKHHI¿FLHQF\ RI IDFWRUV XVHG LQ SURGXFWLRQ SULPDULO\ LQYHVWments in infrastructure) have not increased, and in some cases have decreased,
relative to GDP. The share of nonproductive expenses has grown — for defense,
public administration, and law and order. This structural shift limits the efIHFWLYHQHVV RI EXGJHW VWLPXODWLRQ VHH .QREHO DQG 6RNRORY  ,GULVRY DQG
Sinelnikov-Murylev, 2013, 2014).
7KHSURVSHFWVRI¿VFDOUXOHVDUHDVSHFLDOSUREOHP$VRLOSULFHVFRQWLQXHWREH
RQDORZWUHQGWKHLVVXHPD\QRWVHHPSHUWLQHQW+RZHYHULWPDNHVVHQVHWRGLVFXVVLW7KHDFWLQJ¿VFDOUXOHVZKLFKFDOOIRUPRYLQJUHQWLQFRPHLQWRVRYHUHLJQ
funds, were a reaction to the Soviet experience of completely spending all rent
income, making the country vulnerable to shocks from changes in economic conditions. The experience of 2009–2012 demonstrated serious drawbacks of this
model: the presence of a “safety cushion” is a disincentive for modernization.
$FULVLVLVDWLPHWKDWSXVKHV\RXWRZDUGPRGHUQL]DWLRQEXWD¿QDQFLDOUHVHUYH
allows you to continue in a business-as-usual mode.
We need to reexamine the very concept of using surplus income and, therefore,
¿VFDOUXOHV*LYHQWKHUHDOLW\LQ5XVVLDLWZRXOGEHZLVHWRKDYHVWULFWHUJXLGHOLQHVGH¿QLQJWKHFXWRIISULFHIRUPDUNHWUHYHQXHV VHWWLQJLWDWDUDWKHUORZOHYHO 
and balancing the current budget (that is, the budget of repeating obligations) at
WKHOHYHORIUHYHQXHVWKDWDUHPRVWSURWHFWHGIURPWKHÀXFWXDWLRQVRIH[WHUQDOIDFtors. If there are additional rent revenues, they should be used for a development
EXGJHWWKDWLVWR¿QDQFHH[SHQVHVZLWKD¿QDOWLPHKRUL]RQ7KLVPRGHOZRXOG
allow more active investment in development when the market is good, and would
not create the temptation to pour money on problems when there is a crisis.
Support for non-oil exports is currently another important priority. Today, it is
IDVKLRQDEOHWRVSHDNRILPSRUWVXEVWLWXWLRQ+RZHYHULWLVQRWWKHVDPHDVIRLVWing on people low-quality domestic products at a high price, especially when their
SURGXFHUV DUH GHPDQGLQJ ¿QDQFLDO DLG IURP WKHEXGJHW7KH5XVVLDQ HFRQRP\
PD\EHQH¿WIURPLPSRUWVXEVWLWXWLRQEXWWKHW\SHWKDWZRXOGEHFRPSHWLWLYHLQ
an open market. In other words, it is important to stimulate export-oriented import substitution. The support for non-oil exports and for import substitution must
go hand in hand.
Several conditions must be met for this to occur.
First, there should be no obstacles for non-oil exports. Yet, despite calling for
stimulating exports, there is more talk about tariff and non-tariff restrictions. Just
in the last few months, decisions have been made to limit grain exports, and there
is discussion about limiting metal exports as well. These could easily be followed
by limits on chemical exports and so on. The problem is understandable: under
GHYDOXDWLRQH[SRUWVEHFRPHPRUHDWWUDFWLYHZKLFKOHDGVWRSUREOHPVRI¿OOLQJ
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WKHGRPHVWLF PDUNHW +RZHYHU WKHVH FRPSOLFDWLRQV RQO\ SRWHQWLDO LQ SDUW DV
demand within the country is also falling) should not be a reason to reject improvements in the structure of Russian exports. There are enough levers to supply
the domestic market without obstructing the foreign expansion of our producers.
6HFRQGRQHVKRXOGQRWFUHDWHH[SRUWRIIVHWVDUWL¿FLDOEDUULHUVWRNHHSIRUHLJQ
competitors out of the Russian market. The present exchange rate is an adequate
barrier to protect domestic manufacturers, although imported goods, paradoxically, could help price stability in a number of ways.
Third, it is important not to interfere with the efforts by domestic companies
to improve and restructure. This will be accompanied by a rationalization of employment, which for all its pain would be a very important element in modernization. Rationalization is important both for export-oriented companies and for
companies that are primarily focused on import substitution.
Attracting private investment (domestic and foreign) once again becomes
a priority in economic policy at both the federal and regional levels. When rent
UHYHQXHV ZHUH KLJK WKLV ZDV OHVV LPSRUWDQW EHFDXVH WKHEXGJHW LQÀX[ FRXOG
compensate for gaps in the investment climate. Russia’s improved position in
WKH'RLQJ%XVLQHVVUDWLQJVLVDQLPSRUWDQWEHQFKPDUN+RZHYHULQWRGD\¶VJHRSROLWLFDOVLWXDWLRQLWVVLJQL¿FDQFHLVH[WUHPHO\OLPLWHGDQGFRQGLWLRQDO
Authorities at all levels must orient themselves towards attracting investors,
just as the authorities of Novgorod Oblast did in the 1990s and of Kaluga or
8O\DQRYVNREODVWVGLGZLWKLQWKHODVW¿IWHHQ\HDUV7KLVPXVWEHRQHRIWKHNH\
parameters in assessing the effectiveness of regional administration, no less important than salaries in the budget sector.
Deregulation, protecting the rights of entrepreneurs, and developing small and
medium business are different but closely connected economic policy priorities.
Legislation should be favorable for business, helping to attract entrepreneurs rather
than repel them. Yet, even at the level of naming regulations, we can see a worsening attitude toward entrepreneurship. In the past, the law was called “On protecting the rights of companies and individual entrepreneurs when implementing state
FRQWURO RYHUVLJKW DQGPXQLFLSDOFRQWURO´ 'HFHPEHU1R)= QRZ
the draft law is called “On federal, regional, and municipal control.” Naturally,
the point is not in the name but in the practice, which is in no way favorable to
EXVLQHVVDFWLYLW\GHVSLWHWKHLPSURYHGVWDWXVRI5XVVLDLQWKH'RLQJ%XVLQHVVUDWing, and the President’s direct instructions “to lift restrictions on business maximally, freeing it from obtrusive oversight and control.” In this regard, we should
return to the approach in the Gref Program, prepared in 1999–2000, which outOLQHGVXEVWDQWLDOVLPSOL¿FDWLRQVLQOLFHQVLQJDQGH[SDQGHGWKHUROHRILQVXUDQFH
A complex of measures stimulating competition must be elaborated. This is of
particular importance in the current macroeconomic and geopolitical situation,
when devaluation and sanctions limit access to competing goods and services in
the domestic market. The policy of stimulating competition should be considered
the equivalent of a policy limiting monopolies, which in some cases are in complete contradiction. Today, Russia needs a competitive policy and not a “struggle
against monopolies,” which is often understood as curtailing those who have
achieved market success.
The list of problems has not exhausted the modernization agenda during this
crisis. Other important institutional and structural reforms are needed in human
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FDSLWDO HGXFDWLRQ KHDOWK SHQVLRQ V\VWHP  ZKLFK LQYROYHV VRFLDO ¿VFDO DQG
investment factors. Russia needs new approaches to social policy, foreign economic activity, and spatial development.
Thus, a key challenge for the coming period (2017–2019) will be to create
a mechanism to recover economic growth while avoiding populist scenarios.
The way this issue is resolved will have a huge impact on the life of Russia in
the post-crisis world, the contours of which are being shaped as we speak.
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