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RUSSIA’S ECONOMY IN JANUARY 2014:
PRELIMINARY DATA AND BASIC TRENDS

K.Rogov

The Poli  cal Background: 
An Echo of Ukraine’s Turmoil
The poli  cal background of January was mainly 

determined by the events unfolding in Ukraine. The 
adop  on, by the Ukrainian parliament, of a package 
of repressive laws restric  ng freedom of assembly 
and introducing harsh penal  es for their viola  on, re-
sulted in the situa  on in Ukraine spiraling out of con-
trol into a full-blown poli  cal crisis. Russian state and 
pro-government TV channels have interpreted the re-
cent escala  on of fi ery confronta  on in Kiev and other 
Ukrainian ci  es as a Western-inspired a  empted coup 
against Ukraine’s legally elected government. Accord-
ing to recent public opinion polls, this point of view is 
becoming increasingly popular among Russians.  

The Ukrainian crisis has further soured rela  ons be-
tween Russia and the European Union. The growing 
nega  vity between them was manifested, for example, 
by EU leaders and President Pu  n cu   ng short their 
long-planned summit and its agenda. The summit had 
ini  ally been planned to take place in December 2013, 
but had been postponed un  l January 2014 because of 
the events in Kiev. Finally, the summit was held in late 
January. However, just days before its scheduled open-
ing, it was announced that the summit would be short-
ened from two days to one, that it would not have a 
fi xed agenda, and that no offi  cial fi nal documents 
would be signed by its par  cipants. A tradi  onal joint 
dinner was cancelled. In fact, the summit was turned 
into informal discussions behind closed doors, focused 
on the Ukrainian crisis and a number of controversial 
energy issues. One of the few public results of the sum-
mit that can be considered as a sign of compromise 
is Vladimir Pu  n’s promise not to revise the recently 
signed package of economic agreements with Ukraine 
if the opposi  on comes to power there. 

Meanwhile, the events in Kiev prompted Russia to 
adopt new tough laws: in January, the RF State Duma 
passed several amendments to Russia’s ‘an  -extre-
mist’ legisla  on, designed to toughen penal  es under 
a number of Criminal Code ar  cles. It also passed a bill 
authorizing the Prosecutor General’s Offi  ce to block 
websites without a court ruling. Among the content 
that can be banned are incitements to par  cipate in 
‘public events held in viola  on of the established or-
der’, that is, unauthorized poli  cal rallies. Human 
rights ac  vists and the opposi  on are sure that these 

legisla  ve innova  ons will be used by the Kremlin in 
its struggle against poli  cal opponents of the regime.  

Macroeconomics and Finances: 
Prelude to a Storm?
In the fi rst few days of 2014, oil prices began to slide 

sharply. However, their decline was short-lived and fol-
lowed by stabiliza  on. The January 2014 average price 
for Brent crude oil was $ 106 per barrel (a 3.3% drop 
on December 2013), while the price of Urals crude oil 
declined by 4.8% (to $ 106.43 per barrel). Thus, inter-
na  onal oil prices have remained at levels acceptable 
to Russia, because her 2014 budget is es  mated to bal-
ance at an oil price of $ 101 per barrel. 

Bearing in mind that in the last few months of 
2013 the ruble had come under signifi cant pressure, 
the ruble’s gradual weakening during the fi rst three 
weeks of January came as no surprise to anyone. In 
the period from 31 December through 22 January, 
the value of Russia’s bi-currency basket increased 
by 1 ruble, to Rb 39.22 (+2.6%). However, during the 
fi nal week of January, there was a sharp increase 
in pressure on the ruble, which caused the value of 
Russia’s bi-currency basket to climb to Rb 41.3 as 
of 31 January 2014 (which represented a 7/3% rise 
on 31 December 2013). It happened in spite of the 
fact that over the course of the month the Bank of 
Russia had spent $ 8.2bn to support the ruble, with 
$ 5.1bn of those dollars being spent during the last 
week of January alone. Thus, CB interven  ons to sup-
port the ruble hit a post-crisis record high. As a re-
sult, over the course of the period from 27 December 
2013 through 31 January 2014, the RF Central Bank’s 
gold and foreig n exchange reserves dropped by 2.9% 
to $496.7bn, their lowest level since February 2011. 
Over the May 2013 – January 2014 period, the RF 
CB’s gold and fore ign exchange reserves dwindled by 
6.9%. 

The sharp weakening of the ruble was determined 
by a number of fundamental factors, including a de-
cline in Russia’s current account surplus. According to 
preliminary es  mates released by the Bank of Russia, 
in Q3 2013, Russia’s current account surplus amounted 
to $ 4.7bn, and in 2013 as a whole – to $ 33bn. For 
refe rence: in Q3 2012 and 2012 as a whole it amount-
ed to $ 12.8bn and $ 74.8bn respec  vely; and in Q3 
2011 and 2011 as a whole – to $ 27.1bn and $ 97.3bn 
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respec  vely. Thus, the almost three-fold drop in Rus-
sia’s current account surplus took place against the 
background of a very small (3%) decline in oil prices.

The second fundamental factor behind the weaken-
ing of the ruble, which manifested itself in par  cular 
during the fi nal week of January, was the huge capi-
tal ou  lows from the global equity funds oriented to 
emerging markets. According to data compiled by 
Bloomberg, in January 2014, $ 7bn was withdrawn 
from such equity funds (vs. $ 9bn over the whole year 
2013). According to data compiled by Emerging Por  o-
lio Fund Research, Inc. (EPFR), over the period 2 Janu-
ary – 22 January 2014, capital ou  lows from the equi-
ty funds oriented to the Russian market amounted to 
$ 135m; however, in the fi nal week of January, those 
funds lost an addi  onal $ 230m in withdrawals. The 
aforesaid huge capital withdrawals from emerging 
markets are part of the general trend determined by 
the rolling back of the US Federal Reserve’s Quan  ta-
 ve Easing Program. Analysts expect this trend to con-
 nue over the next few months.

According to preliminary es  mates released by the 
Bank of Russia, net capital ou  low from Russia in Q4 
2013 and 2013 as a whole amounted to $ 16.6bn and 
$ 64.7bn respec  vely. Thus, last year, capital ou  low 
from Russia was on an upward trend: in 2009–2013, 
Russia had an average annual net capital ou  low of 
$ 57bn.

Russia’s January infl a  on (January 1–27) amounted 
to 0.5% (prices for fruit and vegetable products and 
dairy products con  nued to grow). The considerable 
weakening of the ruble during the last ten days of 
Janu ary has not push up prices as yet; this will certainly 
happen in the next few months. 

In December, the surplus reserves held by commer-
cial banks grew up by 61.8%, to Rb 1,788bn. Although 
that growth in surplus liquidity was seasonal in nature, 
it exerted a considerable infl uence on the situa  on in 
the foreign exchange market. In February, the surplus 
reserves held by commercial banks will begin to dec-
line, and it can be expected that the downward pres-
sure on the ruble will subside for the  me being if the 
external environment remains rela  vely neutral. As of 
27 January 2014, banks’ repo debt to the RF Central 
Bank had fallen to Rb 2.7 trillion. During the period 
1–23 January 2014, the average interest rate in the in-
terbank market amounted to 5.95% (against 6.4% in 
December 2013). 

The Real Sector: 
A Farewell to Consumer-Driven Growth 
In January, the Russian Federal State Sta  s  cs Ser-

vice (Rosstat) released its preliminary es  mates of the 
dynamics of Russian GDP and industry in 2013. GDP 

grew by 1.3%, as compared to 3.4% in 2012. In annual 
terms, industrial produc  on rose by 0.8% on 2012. In 
Q4 2013, industrial produc  on climbed by 0.3% on Q4 
2012. 

Although the growth rate of mineral extrac  on in 
Q4 2013 remained as small as in Q3 2013 (+1.5%), 
the dynamics of industrial produc  on signifi cantly im-
proved due to the unexpectedly robust growth in out-
put of the processing industry: in December 2013, its 
output grew by 1.6% in annual terms a  er showing 
nega  ve growth rates in annual terms during the pre-
vious seven months. This result can be explained not 
by an improvement in the market situa  on (business 
opinion surveys indicate the contrary), but by the base 
eff ect: in December 2012, the produc  on growth rate 
of the processing industry considerably decreased, to 
1.5% in annual terms, as compared to the 2012 ave-
rage monthly growth rate of 4.3% in annual terms.  
4.3%. The state of aff airs in the mineral extrac  on sec-
tor was the same: as extrac  on rates from mineral ores 
and mineral deposits were rather low in late 2012, the 
1.5% growth of mineral extrac  on in Q4 2013 can be 
viewed as an indica  on that, in fact, over the last three 
months of 2013 Russia’s mineral output was not grow-
ing but shrinking, compared to Q3 2013. On the whole, 
according to Rosstat’s es  mates, in the year 2013 Rus-
sia’s industrial produc  on grew by a fl at 0.1%, while 
her mineral output increased by 1.2%, compared to 
the previous year.

One of the key factors behind Russia’s ongoing eco-
nomic slowdown is stagna  on and the persistent mild 
slump in the investment and construc  on sectors of 
her economy. The investment sector’s full-year 2013 
results indicate that investment remained in nega  ve 
zone (according to preliminary es  mates, it dropped 
by 0.3% as compared to 2012). The growth rate of the 
construc  on industry was also nega  ve (a 3.4% drop 
on 2012). 

The growth rate of real disposable income (RDI) was 
on the decline throughout 2013: in Q1 2013, RDI rose 
by 5.6% on Q1 2012; in the fi rst half-year of 2013, RDI 
grew by 4.2% on the corresponding period of 2012; in 
the period of January–September 2013, it grew by 3.5% 
on the same period of 2012; and in 2013 as a whole, 
RDI went up by 3.3% on 2012 as a whole. As a result, 
the growth rates of the retail trade and paid services 
turnover suff ered yet another decline. For reference: in 
the pre-crisis period (2005–2008), the average annual 
growth rate of retail trade amounted to 14.2%, and in 
the post crisis period (2010–2012) – to 6.6%, where-
as in 2013 it plummeted to 3.9%. The decline in the 
growth rate of the volume of paid services rendered to 
the popula  on was equally dras  c – it dropped from 
3.5% in 2012 to 2.1% in 2013. 
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In 2013, Russia’s economy was hovering at just above 
stall speed, its growth being almost solely generated 
by a moderate rise in consump  on. Final consump-
 on expenditure as a percentage of GDP increased to 

71.2% (against 68.3% in 2012), while the share of net 
saving dropped from 24.3% to 21.4%. The share of net 
exports shrank from 7.4% to 5.7% (as the growth rates 
of imports were higher than those of exports). Thus, 
Russia’s economy has remained focused on the long-
standing consump  on-driven growth model despite 
the fact that today, when oil prices are not rising but 
slowly declining, the poten  al of this model seems to 
be exhausted. In 2012, the rise in fi nal consump  on ex-
penditure (+6.9) was accompanied by a moderate rise 

in net saving (+1.4%), including net fi xed capital forma-
 on (+6.4%), whereas in 2013, the growth rate of fi nal 

consump  on expenditure sharply reduced ( the growth 
rate of household fi nal consump  on expenditure 
dropped to +4.7%, against +7.9% in 2012; the growth 
rate of the fi nal consump  on expenditure of public ad-
ministra  ve agencies dwindled to -0.01, against +4.2% 
in 2012), while net saving notably decreased (by 0.4%, 
compared with the previous year).

The crisis of the consump  on-driven growth model, 
the con  nuing downward trend in raw material prices, 
and the growing capital ou  lows from emerging mar-
kets will remain the Russian economy’s main challen-
ges in 2014.  
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THE POLITICAL AND ECONOMIC RESULTS OF JANUARY 2014
S.Zhavoronkov

 In his speech delivered at the 5th Gaidar Forum, 
Prime Minister Dmitry Medvedev characterized the 
current situa  on in Russia as ‘… the consequence of 
the successful implementa  on of our economic poli-
cy over the past 10–12 years. It was this policy that 
allowed Russia to surge ahead and to enter a quali-
ta  vely new stage, where we face en  rely diff erent 
challenges in terms of their nature and scale. By the 
way, these challenges diff er completely from the ones 
facing Russia 10–15 years ago’. According to Mr. Med-
vedev, the case in point was the general rise of the 
standard of living observed throughout the Nough  es, 
when personal income growth outpaced infl a  on by 
around two to one. Such a rise in personal incomes 
has been a mixed blessing for the Russian economy: 
Russia has ceased to be a country with cheap labor but 
has failed to become a country with a highly effi  cient 
workforce. The Prime Minister warned that in the next 
few years the share of the economically ac  ve popula-
 on will con  nue to gradually decrease (the author’s 

note: in fact, Russia’s economically ac  ve popula  on 
has been growing for the past two years; moreover, 
in 2013, Russia, for the fi rst  me in many years, saw 
a natural increase in popula  on). He promised that at 
least 15% of the annual volume of government orders 
would be handled by small businesses and socially ori-
ented non-profi t organiza  ons. Also, Dmitry Medve-
dev emphasized the necessity to radically improve the 
quality of business environment. However, the spe-
cial responsibility for improving the business climate 
should be borne by regional and local authori  es. In 
return, he promised to compensate them for the funds 
invested in industrial parks and business incubators, 
and called for the crea  on of regional guarantee funds. 
As regards the federal government, its major aim in 
this fi eld, according to the Prime Minister, should be 
‘… to encourage private investment in major projects 

Although January 2014 saw few poli  cally or economically signifi cant events, it certainly witnessed an upsurge 
of debates on economic issues. Thus, top government offi  cials, including Prime Minister Dmitry Medvedev, ex-
pressed their somewhat confl ic  ng views on Russia’s economic policy at the 5th Gaidar Forum. Their assess-
ments of the current state of the Russian economy were rather pessimis  c. In January, the ruble was devalued 
for a second  me in half a year; its exchange rate against the dollar dropped to 35 rubles per dollar. Apparently, 
Russia’s authori  es s  ll cherish the hope that the ruble’s gradual devalua  on will revitalize the state budget and 
make it defi cit- free, as well as simultaneously increase the compe   veness of the Russian economy. Despite the 
moun  ng economic problems, Russia cavalierly agreed to extend a $ 10bn line of credit to Hungary to fi nance 
construc  on of two new power units of the Paks nuclear power plant.

in Siberia and the Russian Far East, the housing and 
u  li  es sector, construc  on and innova  ons. There is 
much talk about promo  ng social business and public-
private partnership in this sphere.’ In general terms, 
according to Mr. Medvedev, ‘… our most important 
task can be summed up by the word ‘quality’. This in-
cludes labor quality, as well as the quality of goods and 
proposed investment projects and, of course, the qual-
ity of management solu  ons. In the long run, every-
thing that determines the quality of our life’. 

RF Minister of Economic Development Aleksey Uliu-
kaev gave a moderately pessimis  c forecast of Russia’s 
economic development. According to his es  mates, in 
2013, Russia’s GDP grown amounted to between 1.3% 
and 1.5%, while in 2014 her GDP growth rate will not 
exceed 2-2.5%; in 2013, industrial produc  on growth 
amounted to 0.1%. Against the background of high 
oil prices, staying persistently above $ 100 a barrel, 
such growth fi gures defi nitely fail to excite. First Depu-
ty Gover nor of the RF Central Bank Ksenia Yudaeva 
pointed to the danger of stagfl a  on – a sharp slow-
down of economic growth at a  me when infl a  on is 
high – when either toughening or easing up the count-
ry’s monetary policy can be equally harmful (Deputy 
Minister of Economic Development Andrei Klepach did 
not agree with her). Finance Minister Anton Siluanov 
stated that the pension age should be raised in order 
to prevent the collapse of Russia’s pension system, 
whose defi cit has already climbed to over 1 trillion 
rubles and, according to some es  mates, is expected 
to become astronomically high over the next two to 
three decades (Minister of Labor Maxim Topilin and 
Deputy Prime Minister Olga Golodets cast doubt on 
that point of view). Another hot dispute fl ared over 
the situa  on in Russia’s fuel and energy complex, 
whose growth rate dropped to less than 1% over the 
course of 2013. Vice President of LUKoil Andrei Gaid-
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amak insisted that, in order to encourage the use of 
new oil well drilling technologies, the fl exibility of Rus-
sia’s taxa  on system should be increased. Gaidamak’s 
views on taxa  on were apparently not shared by Min-
ister of Energy Alexander Novak, who dropped a bomb 
on the oilmen by his announcement that the govern-
ment was planning to introduce a tax on oil companies 
revenues (a penalty for success, so to say). 

As far as these statements are concerned, the fol-
lowing observa  ons can be made. First, high-ranking 
government offi  cials are full of pessimism; they are 
trying to exculpate themselves for the worsening situ-
a  on by pinning the blame for it on objec  ve factors 
of the world economy, on the ‘middle-income trap’, on 
regional bosses, on regional authorizes (despite the fact 
that the bulk of fi nancial resources is concentrated at 
the federal level), etc. Their speeches are dominated 
by blame shi  ing and contain very few, if any, really 
novel insights on how to improve the situa  on.  Second, 
government offi  cials are not ready to cut budget ex-
penditures which have skyrocketed over the post-crisis 
period, some  mes without a shred of jus  fi ca  on. To 
some extent, their re  cence to embrace spending cuts 
is caused by their reluctance to risk the ire of powerful 
lobbyists. That’s really not an excuse, though.  

In January 2014, the Russian budget con  nued to 
be rather wastefully spent on dubious and expensive 
projects. While everyone’s a  en  on was focused on 
Ukraine, this spending spree – in spite of its scale – went 
almost unno  ced by the general public. Thus, Russia 
agreed to extend a $ 10bn line of credit to Hungary 
to fi nance construc  on of two new power units of the 
Paks nuclear power plant. It is doub  ul that the exten-
sion of the Paks NPP can be cost-effi  cient because the 
price of the power produced by Pak II cannot be made 
compe   ve without government subsidies. The same 
is true of the nuclear power plant to be built in Tur-
key (in 2012, Vladimir Pu  n agreed to fi nance a $ 20bn 
nuclear power plant project in Turkey. Unlike the NPP 
in Hungary, the Turkish nuclear power plant will be 
owned by Russia). Meanwhile, Ukraine – whose cen-
tral bank has already received $ 3bn out of the $ 15bn 
bailout package promised by Russia – has apparently 
become a major fi nancial headache for Russia. Having 
adopted a package of tough ‘an  -extremist’ laws, the 
Ukrainian authori  es opened Pandora’s Box and found 
themselves between the devil and the deep blue sea. 
The Opposi  on resorted to violence on a massive scale, 
pu   ng Ukraine on the brink of revolu  on. With their 
back to the wall, the authori  es were forced to abolish 
the scandalous legisla  on. The beleaguered President 
Yanukovich sacked the government. The most likely 
outcome of the current events in Ukraine will be Viktor 
Yanukovich’s defeat at the 2015 presiden  al elec  on. 

In this case, the largest benefi ts from Russia’s aid will 
be reaped by her (reputed) Ukrainian foes. And billions 
of dollars will go down the drain… As the saying goes, if 
money burns a hole in your pocket, you want to spend 
it as soon as you can. In a surprise move, Minister of 
Transport Maxim Sokolov gave his blessing to the se-
verely cri  cized and seemingly abandoned Moscow-
Kazan high-speed railway project worth over Rb 1 tril-
lion. This project had been previously characterized as 
a poorly conceived undertaking, wasteful in terms of 
the federal budget and neither needed nor wanted by 
the residents of Moscow and Kazan. Thus it seems that 
the fi nal salvo in the squabble over this railway project 
has not been fi red as yet.  

January 2014 saw a considerably weakening of the 
ruble – from less than 33 per dollar on New Year’s 
Eve 2014 to over 35 in late January. The reasons for 
this drop were both objec  ve (a decelera  on of eco-
nomic ac  vity, a growth in imports, a worsening of 
the balance of payments – although Russia’s BOP has 
remained posi  ve, the year 2013 saw a more than 
two-fold decline in the current account surplus – from 
$ 72bn to $ 33bn; if this downward trend con  nues 
and hydrocarbon prices remain stagnant in 2014, Rus-
sia may show a current account defi cit by the end of 
December 2014) and subjec  ve – although the RF 
Central Bank has huge foreign exchange reserves, it is 
not eager to prop up the ruble, whatever the cost. Ap-
parently, Russia’s authori  es believe that the ruble’s 
controlled devalua  on will revitalize the state budget 
executed in rubles (in fact, the current devalua  on of 
the ruble will make Russia’s state budget 2014 defi cit-
free, if its basic parameters remain unchanged). 

It was announced that Russia’s new human rights 
ombudsman will be Ella Pamfi lova, nominated for this 
posi  on by Vladimir Pu  n. (Under current legisla  on, 
it would have been impossible for Pamfi liva’s predeces-
sor, Vladimir Lukin, to be reelected by parliament for 
a third term as human rights ombudsman). Ella Pam-
fi lova’s elec  on to this post should be seen as a step 
in the right direc  on. Her performance as Minister of 
Social Protec  on in the 1990s, long-serving member 
of parliament and head of several NGOs has indicated 
that she is capable of defending human rights both 
calmly and resolutely in a situa  on of growing witch-
hunt against nearly every imaginable form of dissent. 
In January, on the very eve of the Sochi Olympics, 
Vladimir Pu  n con  nued his policy of pacifying pub-
lic opinion – the release of Mikhail Khodorkovsky was 
followed by the Supreme Court decision to release his 
ex-business partner Platon Lebedev. Moreover, in an 
interview given to a number of Russian and foreign TV 
channels, Vladimir Pu  n assured the journalists that 
he was a real liberal holding liberal views. 
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January 2014 saw a noteworthy reshuffl  e of top 
personnel – head of Russia’s Federal Fisheries Agen-
cy (responsible for alloca  ng fi shing quotas) Andrei 
Krainiy was relieved of his posi  on and replaced by 
Ilya Shestakov, who was simultaneously appointed RF 
Deputy Minister of Agriculture. Ilya Shestakov is the 

son of State Duma member Vasiliy Shestakov, be  er 
known as Vladimir Pu  n’s former judo sparring part-
ner. As Ilya Shestakov has had a long career in the 
public sector and civil service, his appointment to 
these important posi  ons has come as no surprise to 
anyone.   
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INFLATION AND MONETARY POLICY IN DECEMBER 2013
A.Bozhechkova

Infl a  on remained at a high level in the Russian 
Federa  on in December 2013: the consumer price in-
dex stood at 0.5% at the month end (as compared to 
0.6% in November 2013) and was found to be equal 
to the level recorded in 2012. As a result, infl a  on 
reached 6.5% on an annualized basis (Fig. 1) against 
6.6% in 2012 and 6.1% in 2011. Core infl a  on1 stood 
at 0.4% in December 2013, being equal to the corres-
ponding value observed in the previous year. 

Prices of food products increased 0.8% in Decem-
ber 2013 against November 2013 (Fig. 2). Growth rate 
in prices of bu  er (from 2.8% in November 2013 to 
2.3% in December 2013), fruit and vegetable products 
(from 3.0% to 2.8%), alcoholic beverages (from 0.5% 
to 0.4%) slowed down. Prices of the following food 
products kept growing : milk and dairy products (1.6% 
in December 2013, the same in November 2013), fi sh 
and seafood products (from 0.7% in November 2013 
to 1.5% in December 2013). Prices of eggs stopped 
growing (prices of this product dropped 0.6% in De-
cember 2013, a  er having gained 11.6% in Novem-
ber 2013). Prices of the following food products kept 
falling: cereal and bean products (-0.1% as compared 
to -0.3% in November 2013), granulated sugar (-1.4% 
as compared to -2.7% in November 2013), sunfl ower 
oil (-1.1% as compared to -1.2% in November 2013), 
macaroni products (-0.1% as compared to -0.6% in 
November 2013), meat and poultry (-0.1% in Novem-
ber 2013 and in December 2013). 

Prices and tariff s of retail paid services increased 
0.6% in December 2013, whereas they grew up 
0.2% in November 2013. Tariff s of housing and 
public u  lity services grew at a rate of 0.1% in De-
cember 2013, being equal to the value observed in 
November 2013. Prices of the following services in-

1 The reference consumer price index is an indicator which de-
scribes the level of infl a  on in the consumer market, net of sea-
sonal factors (prices of fruit and vegetable products) and adminis-
tra  ve factors (tariff s of regulated types of service, etc.). The index 
is also calculated by the Federal State Sta  s  c Service of Russia 
(Rosstat). 

The consumer price index stood at 0.5% in December 2013 (0.5% in December 2012), having declined 0.1 p.p. 
below the value observed in November 2013. As a result, infl a  on reached 6.5% at the end of the 12-month pe-
riod. The consumer price index stood at 0.4% within the fi rst 20 days in January 2014. Net capital ou  low from 
the country reached $16,6bn in Q4 2013 and totaled $64,7bn within 12 months, based on the Bank of Russia’s 
preliminary es  mates. 

creased: passenger transport services (from -0.5% in 
November 2013 to 3.4% in December 2013), interna-
 onal travel services (from -0.6% in November 2013 

to 0.1% in December 2013). Prices of the following 
services slowed down: medical services (from 1.1% in 
November 2013 to 0.6% in December 2013), culture 
organiza  ons’ services (from 1.7% in November 2013 
to 1.5% in December 2013), domes  c services (from 
1.0% in November 2013 to 0.5% in December 2013), 
insurance services (from 0.5% in November 2013 to 
0.3% in December 2013), educa  on services (from 
0.3% in November 2013 to 0.0% in December 2013). 

In December 2013 prices of non-food products 
slowed down 0.2 p.p. against November 2013 and 
stood at 0.2%. Prices of the following products slowed 
down most in this group of products: clothes and un-
derclothes – 0.4% (+0.7% in November 2013), knit 
goods – 0.5% (+0.9% in November 2013), footwear – 
0.2% (+0.7% in November 2013), tobacco products – 
0.8% (1.2% in October 2013).  

In January 2014, infl a  on kept growing basically 
through growth in the price of fruits and vegetables 
and dairy products. Note that weakening of the ruble 
made a certain contribu  on to the growth in the con-
sumer price index, factoring in a big share of imported 
goods in the consump  on of economic agents in the 
Russian Federa  on. The consumer price index stood 
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at 0.4% at the end of 20 days in January 2014 (0.6% in 
the corresponding period of 2013). No marked pres-
sure upon prices on the demand side, as well as good 
grain and pulse crops in 2013 and improved situa  on 
in the global agricultural market is the key factor con-
straining infl a  on. 

In December 2013, the monetary base (broad defi -
ni  on) increased 15% to Rb 10504bn (Fig. 3). Banks’ 
correspondent accounts (an increase of 26.4% to 
Rb 1270bn), banks’ deposits (an increase of 416% 
to Rb 517,6bn), The volume of cash in circula  on, 
including cash on hand at credit ins  tu  ons which 
rose 10.4% to Rb 8308bn can be dis  nguished among 
the broad money’s components in growth. The volu-
me of obligatory reserves decreased 19.9% to reach 
Rb 408,8bn. 

The monetary base (narrow defi ni  on) (cash plus 
obligatory reserves) in increased 8.5% to Rb 8716,3bn 
in December 2013 (Fig. 4). 

In December 2013, the volume of excessive re-
serves at commercial banks1 increased 61.8% to 
Rb 1788bn. The increase in excessive liquidity on 
banks’ corresponding accounts and deposits with the 
Central Bank of Russia is of seasonal nature and asso-
ciated with a year-end infl ow of federal budget funds 
to the banking sector. However, by the end of January 
2014 the amount of excessive reserves will begin to 
shrink with the beginning of a tax payment period. 
Banks’ debt under repo transac  ons increased 11.6% 
to Rb 2,9 trillion. Banks’ debt under repo transac-
 ons declined to Rb 2,7 trillion on the basis of the 

data available as of January 27, 2014. Given the per-
sis  ng liquidity structural defi cit in the banking sec-
tor, the interest rate in the interbank lending market2 
averaged 6.4% in December 2013 (6.2% in Novem-
ber 2013 2013), having eclipsed 19% the correspond-
ent value recorded in January 2014 (5.4% in January 
2013). The interest rate averaged 5.95% in the period 
of January 1, 2014 thru January 23, 2014 (Fig. 5). 
Note that the growth in the interest rates which was 
recorded in November–December 2013 was associ-
ated with the tension triggered in the interbank lend-
ing market by the revoca  on of the banking license of 
certain Russian banks.  

On January 13, 2014, the Central Bank provid-
ed Russian banks with Rb 480bn out of a limit of 
Rb 500bn as part of a 3-month repo auc  on secured 
by non-market assets. The hurdle rate was 5.76% 

1  Commercial banks’ excess reserves with the Central Bank are 
referred to the amount of commercial banks’ correspondent ac-
counts, their deposits with the Central Bank, as well as Central 
Bank bonds held by commercial banks. 
2  Interbank interest rate is the monthly average MIACR, an in-
terest rate on ruble overnight interbank loans. 

with a lowest rate of 5.75%. It is to be recalled that 
the regulator extended Rb 500bn at 5.76% p.a. as 
part of the fi rst such ac  on which was held in Octo-
ber 15, 2013. It is only large banks, whose collateral 
base is dis  nctly bigger, that can aff ord such ac  ons 
despite fairly easy terms of lending at a fl oa  ng inter-
est rate.  

The Central Bank’s interna  onal reserves totaled 
$509,6bn as of January 1, 2014, having declined 5.2% 
year to date (Fig. 4). At the same  me, the monetary 
gold reserves shrank $1,5bn in December 2013 be-
cause of a nega  ve revision of the assets. In general, 
the contrac  on of the interna  onal reserves in 2013 
was caused by the regulator’s foreign currency inter-
ven  ons aimed at fl a  ening vola  lity of the ruble ex-
change rate in the periods of its rapid weakening, as 
well as a nega  ve revalua  on of gold. 

Bank of Russia’s foreign currency interven  ons 
amounted to $3570m and 326m euro at the end of 
December 2013 and were aimed at fl a  ening vola-
 lity of the ruble exchange rate (Fig. 6). In Decem-

ber 2013 the regulator conducted no opera  ons to 
purchase foreign currencies in connec  on with the 
Federal Treasury replenishing or spending foreign 
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currency resources of sovereign funds. The Eight-  me 
5-kopek extension of the borders of the dual-curren-
cy corridor in December 2013 pushed them to a level 
of Rb 33,05–40,05. In the period of January 1, 2014 
thru January 23, 2014, the regulator repeatedly ex-
tended by 5 kopeks the borders of the dual-curren-
cy corridor. As of January 23, 2014, the borders of 
the dual-currency corridor were set within a range 
of Rb 33,45–40,45. In the period of January 1, 2014 
thru January 23, 2014, Bank of Russia’s foreign cur-
rency sales volumes amounted to $2600m, and the 
regulator made no foreign currency interven  ons in 
connec  on with the Federal Treasury replenishing 
or spending foreign currency resources of sovereign 
funds. 

According to the Bank of Russia’s preliminary 
es  mates, net capital ou  low from the country 
reached $16,6bn in Q4 2013 and $64,7bn during the 
12 months of the preceding year, having exceeded 
by $10,1bn the level observed in the corresponding 
period in 2012. Banks’ and other sectors’ net capital 
export reached $5,2bn and $ 59,7bn respec  vely in 
the period of January 2013 thru December 2013. 

In December 2013 the real eff ec  ve ruble exchange 
rate vs. foreign currencies weakened by 0.9% (-0.3% 
in November 2013). In the period of January 2013 th-
ru December 2013 the real eff ec  ve ruble exchange 
rate stood at +1.2% on an annualized basis (Fig. 7). 

The USD/RUB exchange rate dropped from 1.3% to 
Rb 32,7 in December 2013. The Euro weakened 0.3% 
vs. the Ruble (Rb 44,97) in December 2013. The EUR/
USD exchange rate averaged 1.37 in December 2013. 
The value of the dual currency basket dropped 0.7% to 
Rb 38,2 in December 2013. At the end of the 25th day of 
January 2014 the US dollar gained 4.9% vs. the Ruble 
and reached Rb 34,26, while the Euro gained 4.1% vs. 
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the Ruble and reached Rb 46,9. As a result, the value 
of the dual currency basket increased 4.5% to Rb 39,9. 
The EUR/USD exchange rate averaged 1.36 in January 
2014. The ruble lost vs. the US dollar basically because 
of a trend towards decline in the current account bal-
ance and capital ou  low from the country. Note that 
the Euro strengthened in response to the Euro-zone re-
covering from recession. The ruble strengthened a bit 
vs. foreig n currencies in December 2013 basically be-
cause of escala  on of the tension in the interbank lend-
ing market triggered by the revoca  on of the banking li-

cense of certain Russian banks, high interest rates in the 
money market, as well as the eff ect of tax payments. 

The Bank of Russia Board of Directors made a deci-
sion on January 13, 2014 to cut the volume of target-
ed interven  ons from $60m to 0 daily. This measu-
re of the Central Bank of Russia is aimed at further 
enhancing fl exibility of the exchange rate forma  on 
mechanism, crea  ng condi  ons so that economic 
agents can gradually adapt to fl uctua  ons of the ex-
change rate and master currency risk management 
instruments.  
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FINANCIAL MARKETS IN JANUARY 2014
N.Andrievsky, E.Khudko

Dynamics of the Russian stock exchange
market basic structural indices 
The Russian stock exchange index (the MICEX Index) 

was quoted 1504.8 points at the previous 2013 year-
end. Furthermore, futures prices of the Brent crude oil 
amounted to $111,2 per barrel. However, the crude 
oil price fell to $106,73 per barrel at the opening a  er 
a holiday brake and kept at the same level through-
out the en  re fi rst month of 2014. Addi  onally, the 
Index lowered 2.5% early in January 2014, however, 
Gazprom’s and Norilsk Nickel’s stock went up in the 
second half of the month, having had a posi  ve eff ect 
on the MICEX Index which increased to 1494,6 points. 

Norilsk Nickel’s stock demonstrated the monthly 
highest growth (3.65%) among blue chips in the Mos-
cow Stock Exchange since the end of 2013 against 
Janu ary 21, 2014 in response to the news on the 
company’s plans to borrow and sale its fi elds located 
in other countries. Gazprom became the focus of at-
ten  on in the stock exchange against the backdrop of 
the purchase of an interest in gas distributors, as well 
as sta  s  cs on the company’s revenue growth within 
the nine months in 2013. Unlikewise, VTB’s stock lost 
5.44% since the end of 2013 by January 24, 2014, 
except that the bank’s annual profi t increased 60%, 
based on the Central Bank’s data.  

Blue chips demonstrated nega  ve annual dynamics 
in most cases. VTB stock demonstrated the lowest de-
cline by 20.6% in the period of January 25, 2013 thru 
January 24, 2014. Rosne  ’s stock and Norilsk Nickel’s 
stock lost 9.06% and 9.16% respec  vely at the same 
period. It is only the Sberbank’s preferred stock that 
showed a considerable increase of 5.85% over the pe-
riod under review. 

The MICEX Index slid down 2.5% at the beginning of January 2014, however Gazprom’s stock and Norilsk Nickel’s 
stock went up in the second half of the month, thereby having a posi  ve eff ect on the MICEX Index which was 
pushed up to 1494.6 points. The annual dynamics of blue chips has been nega  ve in most cases. It is only Sber-
bank’s preferred stock which gained signifi cantly (5.85%) over the period under review. Total MICEX stock ex-
change market capitaliza  on amounted to Rb 24,9 trillion (37.56% of GDP) as of January 24, 2014, having shown 
an increase of Rb 450,7bn (1.8%) over the value observed as of December 30, 2013. 
The domes  c corporate bond market recovered at a quite a fast rate in January 2014 a  er a seasonal slump. 
The dynamics of the key indicators such as the market volume, the corporate bond market index, the average 
weighted yield (especially in the fi nancial sector) has been showing a new posi  ve trend. Issuing and investment 
ac  vity has been at a high level. The situa  on of issuers’ discharge of their obliga  ons to bondholders has been 
stable since the beginning of the year.
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Fig. 1. Dynamics of the the MICEX Index and 
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The fi rst week of the year saw a decline in most of 
the sector indices, except that later the index in the 
metallurgical sector and energy sector increased and 
gained 2% by the end of the month since its beginning. 
It is the consumer sector companies that dropped low-
est in January 2014 – by 5.92% on January 24, 2014 
against December 30, 2013. 

According to the Emerging Por  olio Fund Research 
(EPFR), Russian market-oriented founda  ons saw 
a capital ou  low of $135m in the period of Janu-
ary 2, 2014 thru January 22, 2014, sugges  ng that 
the Russian stock market is s  ll infl uenced by the 
ou  low trend. Russia’s stock market (MICEX) capi-
taliza  on totaled Rb 24,9 trillion (37.56% of GDP) as 
of January 24, 2014, having shown an increase of 
Rb 450,7bn (1.8%) against the value observed as of 
December 30, 2013. It should be noted that capitaliza-
 on increased basically in response to an increase of 

Rb 200bn in Gazprom’s capitaliza  on at that period. 
By the end of January 2014, the share of the mineral 
extrac  on sector accounted for 49.5% of the MICEX 
capitaliza  on structure, being 0.5% above the value 
observed early in the month. The share of the manu-
facturing sector accounted for 13.1%, having shown a 
gain of 0.2% since the end of 2013. The share of the 
trade sector and transport sector and communica  ons 
sector shrank 0.3% each in the capitaliza  on structure. 

  
Corporate bond market 
The Russian domes  c corporate bond market volu-

me (measured by the par value of outstanding secu-
ri  es denominated in the na  onal currency, including 
those issued by non-residents) demonstrated acceler-
ated growth rate. The indicator reached Rb 5,259.2bn 
by the end of January 2014, having shown an increase 
of 3.7% over the value observed at the end of Decem-
ber 20131. Growth in the market capacity was associ-
ated with dras  cally increased number of bond issues 
(1052 corporate bond issues registered in the na  onal 
currency against 1034 issues at the previous month 
end), because the number of issuers in the bond seg-
ment remained unchanged (357 issuers against 355 
companies at the end of December 2013). In addi  on, 
there are outstanding 12 USD-denominated bond is-
sues of Russian issuers (a total of more than $1.8bn), 
and a JPY-denominated bond issue. 

Investment ac  vity in the secondary corporate 
bond market early in the year remained at a high level 
despite a tradi  onal seasonal fall in the ini  al trading 
days of the year. For instance, in the period of Decem-
ber 20, 2013 thru January 23, 2014, total volume of 
transac  ons in the Moscow Stock Market amounted 
to Rb 163,8bn (to compare, trading volume in the pe-

1  According to Rusbonds informa  on agency. 
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Fig. 3. Blue chips growth rates in the Moscow Stock Exchange 

in the period of January 25, 2013 thru January 24, 2014
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riod of November 26, 2013 thru December 19, 2013 
amounted to Rb 160,5bn) while the number of trans-
ac  ons in the period under review increased to 29,100 
(to compare, the number of transac  ons in the previ-
ous period amounted to 23,500)1. Such a dynamics of 
trading fi gures suggests an upsurge in retail investors’ 
interest in the securi  es. 

The Russian corporate bond market index IFX-
Cbonds kept growing following a short-term period 
of stabiliza  on. By the end of January 2014 it gained 
almost 5 points (or 1.3%) against the level observed 
at the end of the 12th month in 2013, thereby having 
shown the highest growth over the last three years. 
A  er a skyrocke  ng growth in December 2013 the cor-
porate bond average weighted yield slid to 8.35% by 
the end of January 2013 against 8.64% late in Decem-
ber 2013, yet it haven’t reached the value observed in 
October-November of the previous year (Fig. 6)2.

A  er a skyrocke  ng growth in December 2013 the 
corporate bond por  olio dura  on value resumed a 
downtrend which was not dras  c during the month. 
The dura  on was 714 days as of the end of Janu-
ary 2014, being 23 days shorter than the value ob-
served as of the end of the previous month. Factoring 
in a lowering of interest rates in the market, such a 
dynamics of the dura  on indicator refl ects reduc  on 
in maturity of fl ow of payments on bonds, and, there-
fore, of outstanding bond issues in the corporate seg-
ment. 

Unlike the previous period, the most liquid segment 
of the corporate bond market saw a marked down-
trend on the yield of bond issues. It is mostly fi nancial 
corporate issuers that fell lowest (more than 1 p.p.) 
(the fi nancial sector was leading in growth in the pre-
vious months), namely OJSC NOMOS-BANK (BО-03 
series) and OJSC Promsvyazbank (BО-02 series). In 
general, the yield of the most liquid bonds of issuers 
in the fi nancial sector dropped considerably 0.3 p.p. 
Addi  onally, both high-tech sector and energy sector 
showed a downtrend on the yield of their bond issues 
early in the year (yet the yield of the most liquid issues 
was 0.05 p.p. or less in the la  er case). The industrial 
sector experienced mixed trends in January 2014, like 
in the previous month. Addi  onally, it is produc  on 
companies’ (Russian Railways, Rosne   and others) se-
curi  es that were traded most3. 

Russian bond issuers’ ac  vity regarding registra  on 
of new bond issues remained at a high level late in the 
period of December 2013 thru January 2014. For in-
stance, 13 issuers placed 42 bond issues denominated 
in rubles at an aggregate par value of Rb 167,2bn in the 

1  According to Finam Investment Company. 
2  According to Cbonds Informa  on Agency. 
3  According to Finam Investment Company 

period of December 20, 2013 thru January 23, 2013 (to 
compare, to compare, 38 bond issues at Rb 164,2bn 
were registered in the period of November 26, 2013 
thru December 19, 2013. Listed bonds accounted for 
more than one third of the registered issues while cer-
tain issuers plan to place debut issues. Furthermore, 
OJSC VEB-Leasing registered 10 bond issues denomi-
nated in US dollars at $1bn at the end of the previous 
year. 

While a seasonal weakening of investment ac  vity 
in the primary market was observed early in 2014, trad-
ing volumes weren’t so deplorably low as they were 
during the previous few years, having fallen to the ave-
rage value at the 2013 year end. For instance, 19 issu-
ers placed 27 bond issues at an aggregate par value 
of Rb 125,7bn in the period of December 20, 2013 
thru January 23, 2013 (to compare, 24 series of bonds 
at Rb 218,2bn were placed in the period of Novem-
ber 26, 2013 thru December 19, 2013) (Fig. 7). Major 
bond issues were placed by OJSC Rosne   (two series 
of listed bonds at an aggregate par value of Rb 40bn), 
State Corpora  on ‘Bank for Development and Foreig n 
Economic Aff airs (Vnesheconombank) (a series of 

Source: According to Cbonds Informa  on Agency. 
Fig. 6. Dynamics of the Russian corporate bond 

market index and average weighted yield

Source: According to Rusbonds informa  on agency. 
Fig. 7. Dynamics of ini  al public off erings of corporate 

bonds denominated in the na  onal currency
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listed bonds at an aggregate par value of Rb 20bn), 
CJSC Kama Ipotechny Agent (Kama Morgtage Agent) 
(a series of bonds at Rb 10bn)1. Since mortgage bonds 
accounted for almost half of the placed bond issues, 
the IPO sta  s  cs diff ered in large maturity terms, like 
in the previous period. Mortgage agents managed to 
borrow for a period of 28 to 33 years while another 
three issuers for 10 years. 

A single bond issue was declared void by the Bank 
of Russia Financial Markets Service for non-placement 
of a single bond (seven bond issues were declared void 
for the same reason in the previous month)2 because 
of high (given the onset of the year) investment ac-
 vity. In this case, however, it refers to a major bond 

issuer, which suggests that issuer’s plans have been 
changed rather than securi  es are poorly traded. 

1  According to Rusbonds informa  on agency. 
2  According to the Bank of Russia Financial Markets Service. 

In the period of December 20, 2013 thru Janu-
ary 23, 2013, all of the seven issuers redeemed their 
bond issuers at an aggregate value of Rb 20bn in the 
due date (all of the issuers discharged their obliga-
 ons and no technical default was announced in the 

previous months). This is a posi  ve factor in the mar-
ket. Twenty two corporate bond issues at a total of 
Rb 120,2bn3 are to be redeemed in February 2014. 

Addi  onally, no real default(s) (e.g., when the is-
suer has failed to repay to bondholders even within 
a grace period) on coupon yield payment and early 
redemp  on(s) of securi  es on the put date and full re-
payment were reported in the market in the period of 
December 20, 2013 thru January 23, 2014, like in the 
previous months4.   

3  According to Rusbonds informa  on agency. 
4  According to Rusbonds informa  on agency. 
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THE REAL SECTOR OF THE ECONOMY IN 2013:
FACTORS AND TRENDS

O.Izryadnova

In 2013, the macroeconomic situa  on was charac-
terized by a gradually declining rate of economic 
growth and worsening short-term development pros-
pects. As es  mated by the RF Ministry of Economic De-
velopment, the GDP year-on-year growth rate in 2013 
was 1.3% against, while the same index for 2012 stood 
at 3.4%. It should be noted that, throughout 2013, the 
RF Ministry of Economic Development and the Inter-
na  onal Monetary Fund three  mes lowered their 
previously published GDP growth target for 2013 and 
the period un  l 2015. The current situa  on was de-
termined by the domes  c constraints imposed by the 
quite unsa  sfactory progress achieved in the na  onal 
economy’s moderniza  on and absence of appropriate 
mechanisms for crea  ng investment incen  ves. Ac-
cording to experts, Russia’s economy has exhausted its 
growth poten  al, and so it needs structural reforming 
and a tougher monetary policy. 

 An analysis of the main produc  on and GDP indica-
tors in 2013 has demonstrated that the principal fac-
tor responsible for the low rate of economic growth 
is the slowdown, from Q4 2011 onwards, of the do-
mes  c demand growth rate. In 2013, this trend in the 
movement of domes  c demand became especially 
prominent, and so exports of goods and services ac-
tually became the only factor that was sustaining the 
movement of the growth rate of GDP in the upward 
direc  on, however weakly. 

The domes  c market was strongly infl uenced by the 
steady decline of the domes  c produc  on growth rate 
and the simultaneous downward trend in the volume 
of imports. At the same  me, over a long period of 
 me already, the accelerated growth rate of imports 

against that of domes  c produc  on has remained the 
major factor suppor  ng the domes  c market. This is 
caused by the lower produc  on effi  ciency in the seg-
ment oriented to the domes  c commodity market by 
comparison with the export-oriented sector of the na-

According to the RF Ministry of Economic Development’s preliminary es  mates, GDP annual growth in 2013 
was 1.3%, while its average per annum growth over the period of 2010–2012 had hovered around of 4.1%. The 
slowdown of Russia’s economic growth in 2013 was determined by a low domes  c demand. Investments in fi xed 
assets declined by 0.3%, and the consumer market’s growth rate dropped from 6.3% a year earlier to 3.9% on 
2012. The processing industries displayed growth of 0.1% on 2012, while the quarterly rate of produc  on decline 
in machine-building and metallurgy was on the rise against the backdrop of shrinking investment demand. Dwin-
dling profi ts, rising produc  on costs, an accelerated growth of wages vs. labor produc  vity, shrinking demand for 
labor all contribute to the very unfavorable business situa  on in 2014.

98

103

108

113

118

I II III IV I II III IV I II III IV I II III IV
*

20
10

20
11

20
12

20
13

*

2010 2011 2012 2013

domestic market external demand (exports) GDP

* based on preliminary es  mates. 
Source: Rosstat.
Fig. 1. GDP Changes, by Domes  c and External Demand 

Components in 2010–2013, as % 
of the Same Quarter of a Previous Year

95

100

105

110

115

120

125

130

135

I II III IV I II III IV I II III IV I II III IV
*

20
10

20
11

20
12

20
13

*

2010 2011 2012 2013

domestic goods and services imports domestic market

 * based on preliminary es  mates. 
Source: Rosstat.

Fig. 2. The Movement of Domes  c Market, 
by Resource Component, in 2010–2013, as % 

of the Same Quarter of the Previous Year



THE REAL SECTOR OF THE ECONOMY IN 2013

17

 onal economy, coupled with the low compe   ve ca-
pacity of domes  c goods and services by comparison 
with their imported counterparts.

The progressive slowdown of the domes  c produc-
 on growth rate since Q4 2011 gave way, in Q3 2013, 

to output decline in absolute terms. The processing in-
dustries, which are oriented in the main to the domes-
 c market, over the course of the year 2013 demon-

strated growth in per annum terms on the correspond-
ing periods of 2012. Output volumes in the processing 
industries over the period of January–November 2013 
amounted to 99.4% of the corresponding index for 
2012, and it is only due to the increased output in De-
cember by 1.6% in per annum terms that the results of 
Q4 2013 demonstrated slight revival of growth (+0.2%) 
and an increase of the annual output volume by 0.1%. 

The movement of the index of industrial produc  on 
was posi  vely infl uenced, from Q2 2013 onwards, by 
the slight growth observed in the mineral extrac  on 
sector, which occurred largely in response to the in-
creased demand for fuel and energy resources on the 
domes  c market, as well as on the markets of coun-
tries – tradi  onal importers of Russia’s fuel, in an  ci-
pa  on of the hea  ng season of 2013–2014. As seen by 
the year-end results of 2013, output growth on 2012 
in the mineral extrac  on sector with regard to produc-
 on of fuel and energy resources amounted to 1.1%, 

and with regard to other types of mineral resources - 
to 1.7%. 

The decline of business ac  vity in 2013 resulted in 
lower demand for electric energy: the index of produc-
 on and distribu  on of electric energy amounted to 

98.2% of its 2012 level. Output growth observed in the 
processing industries and the mineral extrac  on sec-
tor was the factor that compensated for the drop, by 
1.8% on 2012, in the volume of produc  on and distri-
bu  on of electric energy, natural gas and water, and 
so the year-end results of 2013 displayed a posi  ve 
industrial produc  on growth rate – by 0.3% on its pre-
vious year’s level. 

The factors that sustained the GDP growth rate in 
2013 were an increase in agricultural produc  on (by 
6.2%) and the upward movement of the produc  on 
index in the services sectors. 

The strongest nega  ve impact on the situa  on in 
the domes  c market in 2013 was produced by the 
shrinking volume of investment in fi xed assets and the 
produc  on volume in the construc  on sector (by 1.5% 
and by 0.3% on 2012). According to preliminary es  -
mates, the GDP share of investment in fi xed assets in 
2013 dropped by around 1.3 pp. against its previous 
year’s level. The index of investment in fi xed assets 
was pushed down by the increasing capital ou  low 
and shrinking share of gross domes  c saving: capital 

ou  low in 2013 rose by 14.8% on 2012, whilst gross 
domes  c saving’s share in GDP dropped by nearly 
2.0 pp. on its previous year’s level. That the dynam-
ics of investment fi nally entered posi  ve zone in Q4 
2013 was caused by a massive rise in the volume of 
investment infl ow in Russia’s economy in December: 
the December 2013 volume of investment amounted 
to Rb 2,337 bn, which represented a 70% rise on No-
vember. However, given the exis  ng  me lags, this 
phenomenon did not infl uence the produc  on volume 
in the investment construc  on complex: due to the ac-
cumulated nega  ve poten  al, the stabiliza  on of the 
level of produc  on and the accelerated rate of hous-
ing stock being put in opera  on in Q3 gave way to a 
slump in Q4 2013. The insuffi  cient share of completed 
construc  on projects, declining volume of unfi nished 
housing development and the tradi  onal for a new 
year’s beginning delay in the fi nancing of investment 

95

100

105

110

115

120

I II III IV I II III IV I II III IV I II III IV
*

20
10

20
11

20
12

20
13

*

2010 2011 2012 2013

tradable goods and services non-tradable goods and services
domestic production

* based on preliminary es  mates. 
Source: Rosstat. 

 Fig. 3. The Movement of Domes  c Produc  on 
in 2010–2013, as % of the Same Quarter of the Previous Year

-15
-10

-5
0
5

10
15
20

I II III IV I II III IV I II III IV I II III IV

20
10

20
11

20
12

20
13

2010 2011 2012 2013

construction output new housing put in operation

investment in fixed assets GDP

Source: Rosstat. 
Fig. 4. The Movement of Main Indices of the 

Investment Construc  on Complex in 2010–2013, 
as % of the Same Quarter of the Previous Year



RUSSIAN ECONOMIC DEVELOPMENTS No. 2, 2014

18

projects were the factors that complicated the situa-
 on in the investment construc  on sphere in Q1 2014. 

The principal factor that helped to mi  gate the 
nega  ve eff ect on the domes  c market of the very low 
rate of produc  on growth in industry and the produc-
 on decline in the investment construc  on complex 

was the upward movement of retail turnover and the 
volume of commercial services rendered to the popu-
la  on. In 2013, retail turnover increased on 2012 by 
3.9%, and the volume of commercial services rendered 
to the popula  on – by 2.1%. The persis  ng slowdown 
of the growth rate of retail turnover, since early 2012, 
was accompanied by the diminishing diff eren  a  on of 
its growth rate by the commodity type. In 2013, the 
growth of retail turnover of foodstuff s amounted to 
2.5% vs. 3.6% a year earlier, and that of non-food com-
modi  es – by 5.0% vs. 8.6% respec  vely. 

The posi  ve trend displayed by the growth rate of а 
retail turnover in response to the policy of raising the 
level of remunera  on in the budget-funded sectors 
to the na  onal economy’s average became markedly 
weaker in 2013. In 2013, the popula  on’s real income 
increased by 3.3%, and real wages – by 5.2% against 
their previous year’s levels. 

The accelerated upward movement of real wages 
from Q2 2013 proved to be insuffi  cient to boost the 
growth rate of retail turnover. In Q3 2013, the share of 
labor costs in GDP declined to 49.7% from 54.7% in Q2 
and 55.3% in Q1. From Q2 2013 onwards, the growth 
rate of the popula  on’s real income was on the decline, 
thus amoun  ng in Q3 2013 to only 101.7% of its level 
in the corresponding period of the previous year, which 
produced a nega  ve eff ect on the situa  on in the con-
sumer market. In GDP’s composi  on by end use, the 
share of households in Q3 2013 amounted to 49.4% 
against 53.5% in Q1. It should be noted that the growth 
of retail turnover observed over the last two years 
largely occurred due to the increased volume of con-
sumer credit, and so the decline in the volume of issued 
individual credits from October 2012 onwards resulted 
in a lower growth rate in the consumer market. 

 While the economic growth rate in 2013 de-
clined, wages displayed an accelerated growth rate 
by comparison with that of labor produc  vity, which 
strengthened the upward trend in the growth rate of 
costs and the downward trend in the movement of 
the economy’s profi tability index. Over the period of 
January–September 2013, the share of gross profi ts 
in GDP amounted to 17.6%, which is 1.5 p.p. below 
its level in the corresponding period of the previ-
ous year. In this connec  on it should be noted that, 
in spite of the nega  ve behavior of the produc  on 
index, un  l June 2013 the rate of unemployment in 
Russia’s economy was on the decline, and only in the 
second half of 2013 the demand for workforce be-
gan to display a downward trend. In Q3, the average 
monthly unemployment growth rate (as es  mated 
by the ILO methodology) amounted to 103.0%, and 
in Q4 it increased to 106.7%; as a result, the over-
all number of unemployed in December 2013 was 
by 375 thousand higher than its corresponding 2012 
index. Thus, the star  ng condi  ons for economic de-
velopment in 2014 г. are complicated both by the ris-
ing tension both in the investment sector and on the 
labor market.  
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RUSSIAN INDUSTRY IN DECEMBER 2013
S.Tsukhlo

Demand on Industrial Produce  
Late in the year, demand on industrial produce un-

derwent drama  c nega  ve changes. The ini  al data 
showed in December the highest rate of decrease in 
sales in the past fi ve years. A more intense December 
drop in demand was registered only during the crisis 
in 2008. With a seasonal factor cleared, the Decem-
ber rate of decrease in demand was the worst in the 
past year and a half (Fig. 1). However, such dynamics in 
sales becomes regular for Russian industry. In the past 
fi ve months, the ini  al rate (balance) of changes in de-
mand fell from 0 p.p to -22 p.p., while the zero growth 
in sales gave way to a drama  c drop. In the same pe-
riod, the share of “normal” answers in evalua  on of 
its volumes fell from 54% to 47%, that is, by the mere 
7 points, while the share of the “below the norm” an-
swers rose only to 51% against December. As a result, 
the balance of evalua  on of sales volumes amounted 
to the mere -4 p.p.

By the end of the year, forecasts of the demand 
demonstrate, on the contrary, uncharacteris  c growth 
in both the ini  al data and that cleared of a seasonal 
factor. In the pre-crisis years, in December the balance 
of expected changes in sales either kept falling, or re-
mained at the worst level achieved in November. At 
present, the ini  al balance rose by 4 points, while that 
cleared of the seasonal factor, by 3 points. As a result, 
that index managed to retain posi  ve values (at least 
a  er clearing of a seasonal factor) and keep the indus-
try from more drama  c nega  ve changes in output. 

Stocks of Finished Products
In the second half-year of 2013, the balance of eval-

ua  ons of stocks of fi nished products was very stable 
and did not exceed the level of +12 p.p. A  er a surge 

1  Surveys of managers of industrial enterprises are carried out 
by the Gaidar Ins  tute in accordance with the European harmo-
nized methods on a monthly basis from September 1992 and cover 
the en  re territory of the Russian Federa  on. The size of the panel 
includes about 1,100 enterprises with workforce exceeding 15% of 
workers employed in industry. The panel is shi  ed towards large 
enterprises by each sub-industry. The return of queries amounts 
to 65–70%.

 Analysis of the system of business surveys of the Gaidar Ins  tute1 permits to say nega  ve changes in the dynamic s 
of demand become regular for Russian industry where output growth in such a situa  on diff ers li  le from zero, 
prices depreciate, stocks of fi nished products are successfully controlled and revival of sales is expected next year.

of the index in June when excess of stocks of fi nished 
products amounted to the post-crisis maximum level, 
the industry managed to balance successfully the out-
put volumes with the demand on its produce (Fig. 2). 
However, by sectors the overall balances of es  mates 
of stocks of fi nished products in the second half-year 

Fig. 1

Fig. 2
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diff er signifi cantly. The most excessive stocks were 
reported by the light industry (+30) and building in-
dustry (+21). In the second half-year, engineering es  -
mated its stocks of fi nished products at the balance of 
+10 points. The lowest excessive stocks were reported 
by the nonferrous industry and the chemical industry 
(+7 each), the food industry (+5) and the forest in-
dustry (+1). Enterprises of the iron and steel industry 
already brought their stocks of fi nished products to a 
defi cit (-3 points).

The Output
The December data on the dynamics of output 

showed a decrease in industrial output in absolute 
terms which is typical of the end of the year. For the 
third  me within a year, the ini  al balance (a  er a 
usual drop in January and a new one in May) became 
a nega  ve one (Fig. 3). Also, clearing of a seasonal fac-
tor showed a decrease in the rates of changes in the 
index, but le   it in the posi  ve area, though its value 
was rather modest in absolute terms, which means 
that the actual change in the industrial output diff ers 
li  le from zero. 

In the past fi ve months, output plans steadily de-
crease and in December they fell to -12 points as re-
gards the ini  al data. That value of the index is some-
what be  er than the worst values of the previous 
two years which also fell tradi  onally into the end 
of the year. The highest op  mism of the index was 
also tradi  onally registered at the beginning of the 
year and amounted to +37 points. A similar balance 
of forecasts was received in February 2012. However, 
in 2010 and 2011 the industry started with more op-
 mis  c forecasts: +47 points and +50 points, respec-
 vely. Clearing of a seasonal factor reduced the bal-

ance of the latest forecasts of output by 4 points, but 
le   it within the limits of a rela  vely narrow band of 
+12..+18 in which it has stayed from the beginning of 
the year. 

Prices of Enterprises
In December, the industry decided to reduce sell-

ing prices a  er their growth in August–September and 
stabiliza  on in October–November. However, the rate 
of decrease (-5 points) turned out to be the most mod-
est one in respec  ve months of 2011–2012. The result 
of December yields to that of June 2013 when prices 
were falling at the rate of -9 points. Such a “weak” re-
sult of enterprises’ pricing policy at the end of the year 
can sooner be explained by intense growth in costs 
which took place at the end of the year, too (Fig. 4).

Enterprises’ pricing forecasts show the expected 
growth in prices from the beginning of the year. In 
December, the balance of forecasts rose by 12 points 

which situa  on has become a normal one for that pe-
riod of the year. However, during the previous nine 
months (March–November) the index was stable, 
while in previous years it was smoothly falling in that 
period. So, from the beginning of 2013 the industry 
was prepared to sacrifi ce its prices in return for growth 
in demand. The result of the above was probably a de-
crease in prices in May-June which was comparable by 
its extent to a drop in prices at the end of the year. 
However, that pricing policy failed to produce a due 
eff ect on the sales dynamics. 

Actual Dynamics and Lay-Off  Plans
In December, the rate of lay-off s in the industry rose 

to the worst values (not January ones). In the previous 
months of the second-half year, the index demonstrated 
surprisingly stable and rela  vely slight rates of workers’ 
exit from enterprises. At present, the balance of actual 

Fig. 3

Fig. 4



RUSSIAN INDUSTRY IN DECEMBER 2013

21

changes increased to -12 points. However, that value of 
the index turned out to be very close to the forecasts of 
October-November which also stabilized in the 4th quar-
ter at the level of -15 points a  er -7 points in the 3rd 
quarter. The year result for enterprises turned out to be 
disappoin  ng: in 2013 the industry never succeeded in 
increasing the number of its workers (Fig. 5). 

Enterprises’ Investment Plans
For five months running, balances of investment 

plans of enterprises remain at the level of the post-

Fig. 5 Fig. 6

crisis minimum (Fig. 6). On average, only 18% of in-
dustrial enterprises reported in August-December 
2013 about their plans to increase investments in 
their own production as compared to respective 
months of the previous year. The share of reports 
about the reduction of investments amounted on 
average to 32% and was equal in November to 35%. 
The main portion of enterprises (on average 42%) 
was prepared to maintain the previous volumes of 
investments.
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THE FOREIGN TRADE IN NOVEMBER 2013
N.Volovik, K.Kharina

According to the Report of the World Bank – The 
Global Economic Prospects1 – published in January 
2014 strengthening of the global economy is expected. 
Five years a  er the beginning of the global fi nancial 
crisis in countries with a high level of income posi  ve 
dynamics which is to contribute this year to a speed-
up of growth in developing countries has emerged. 

According to es  mates of the World Bank, growth 
in global GDP in 2013 amounted to 2.4%. In 2014, it is 
expected that growth rates will increase to 3.2% and 
then stabilize at the level of 3.4% and 3.5% in 2015 
and 2016, respec  vely. In June 2013, the World Bank 
forecasted growth of 3% in 2014. 

Growth rates in countries with high income will rise 
from 1.3% in 2013 to 2.2% in 2014 and then stabilize 
2.4% in 2015 and 2016. 

Among the three largest economies with a high lev-
el of income (the US, euro area and Japan), the leader 
is the United States where GDP growth was registered 
for ten quarters running. According to the es  mate of 
the World Bank, in 2014, the US economy will grow by 
2.8% (against 1.8% in 2013), while in 2015 and 2016, 
to 2.9% and 3%, respec  vely. 

The Japanese economy responded to fi scal and 
monetary s  mula  on measures by sustained eco-
nomic growth and a higher infl a  on rate. A substan  al 
drop in the exchange rate of the na  onal currency con-
tributed to growth in the export volume. In 2013, the 
Japanese economy rose by 1.7%. In future, the World 
Bank forecasts a slowdown of Japan’s growth: to 1.4%, 
1.2% and 1.3% in 2014, 2015 and 2016. 

A  er the economy of the countries of the euro area 
kept shrinking for two years running, growth of 1.1%, 
1.4% and 1.5% is forecasted in 2014, 2015 and 2016, 
respec  vely. 

The growth rates of developing countries will s  ll 
exceed those of the global economy in general. In 
2013, the economy of developing countries rose by 
4.8%; the World Bank expects growth of 5.3%, 5.5% 
and 5.7% in 2014, 2015 and 2016, respec  vely. How-

1 h  p://www.worldbank.org/content/dam/Worldbank/GEP/
GEP2014a/GEP2014a.pdf

In November 2013, mixed dynamics of the main indices of the Russian foreign trade was registered. With reduc-
 on of import, the posi  ve dynamics of export contributed to growth in the surplus of trade balance. The Govern-

ment of the Russian Federa  on approved establishment of the Center for Exper  se on WTO Issues to support 
par  cipa  on by the Russian Federa  on in the World Trade Organiza  on. 

ever, developing countries will not be able to a  ain the 
pre-crisis growth rates of 7.5% in the next few years.  

In the Report of the World Bank, it is stated that 
though the risks for the forecast – a delayed recovery 
in the euro area and uncertainly related to the budg-
et policy in the US – remain, but they have become 
smaller. 

According to the es  mates of the World Bank, 
growth in the interna  onal trade turnover will speed 
up from 3.1% in 2013 to 4.6% in 2014, while it stabi-
lizes at the level of 5.1% in 2015 and 2016. However, 
growth in trade-related income will s  ll be held back 
by a decrease in prices on primary products. In the pe-
riod between the maximum levels early in 2011 and 
the minimum levels in November 2013, prices on en-
ergy resources and food products fell in real terms by 
9% and 13%, respec  vely, while those on metals and 
mineral raw materials, by 30%. 

In November 2013, Russia’s foreign trade turnover 
calculated in accordance with methods of the balance 
of payments amounted to $76.9bn which is 1.4% high-
er than the respec  ve index of 2012. It is to be noted 
that growth in volumes of export with a decrease in the 
volumes of import was registered. In November 2013, 
the cost of the Russian export amounted to $46.7bn 
which is 3.2% higher than the index of November 
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2012. In November 2013, the import decreased by 
1.3% as compared to the respec  ve period of 2012 
and amounted to $30.2bn. In November 2013, surplus 
of the foreign trade balance of the Russian Federa  on 
rose as compared to November 2012 by 12.8% from 
$14.7bn to $16.6bn. 

Last November, a downward dynamics was ob-
served on global commodity markets, except for 
natural gas whose prices demonstrated insignifi cant 
growth against the previous month.

The global oil market was under eff ect of such fac-
tors as instability of the global economy and situa  on 
in Libya (most oil infrastructure facili  es did not work 
from the end of July 2013 due to protests of diff erent 
poli  cal par  es) and nego  a  ons on the Iranian nu-
clear program in Geneva. 

From the beginning of July 2013, Brent oil prices fell 
to the minimum level of $103.08 a barrel on November 
7, 2013. Investors did not make deals on purchase of oil 
expec  ng important news from the European Central 
Bank and the report on employment in the US in order 
to understand when the US Federal Reserve started re-
duc  on of its s  mulus program. Also, progress in talks 
between Iran and Western Europe contributed to a de-
crease in Brent oil prices as it reduced risks on the oil 
market. However, the French Foreign Minister spoke 
against relaxa  on of sanc  ons and the issue of return 
of Iranian oil to the global market was postponed. Due 
to the above, oil prices started to grow. 

On November 20, nego  a  ons on the Iranian nu-
clear program renewed. On November 25, Iran and 
the world’s six leading countries agreed on Teheran’s 
nuclear program to be scraped in return for a par  al 
cancela  on of sanc  ons which situa  on resulted in 
a decrease of $0.53 in oil prices to $110.93 a barrel. 
However, investors soon realized that the agreement 
on the Iranian nuclear program did not mean that oil 
deliveries from Iran would increase promptly. On No-
vember 26, Brent oil prices rose to the maximum level 
of $112.04 a barrel from September 2013. In Novem-
ber 2013, average Brent oil price stabilized at the level 
of $108.08 a barrel which is 1.5% lower than the level 
of November 2012. 

In November 2013, Urals oil price decreased by 
0.5% to $107.3 a barrel and 0.9% against the previous 
month and November 2012, respec  vely. In January–
November  2013, oil prices amounted to $107.7 a bar-
rel which is 2.7% lower than the respec  ve index of 
2012. 

According to the data of monitoring of oil prices, 
from December 15, 2013  ll January 14, 2014 the ave-
rage price of Urals oil amounted to $107.9 a barrel 
($787.9 a ton), which is 0.89% and 0.5% lower than in 
November 2012 and October 2013, respec  vely. Du-

ring 11 months of the last year, the average Urals oil 
price amounted to $107.71 a barrel against $110.70 a 
barrel in January–November  2012. 

From February 1, 2014, the export duty on crude oil 
fell from $401 a ton in January 2014 to $386.3 a ton 
(that is, by $14.7 a ton or 3.7%), while that on petrol, 
from $360.9 a ton to $347.6 a ton. The rate of export 
duty on diesel fuel will amount to $251 a ton, while 
that on other types of oil products, except for petrol 
and diesel fuel, to $254.9 a ton. In January 2014, there 
was a single rate of export duty at the level of $264.6 
a ton on light and dark oil products, except for petrol. 

For calcula  on of export du  es on oil and oil pro-
ducts, from February 1, 2014 the ra  os approved 
by Resolu  on No.2 of January 3, 2014 on Amend-
ment of Resolu  on No.276 of March 29, 2013 of the 
Govern ment of the Russian Federa  on – in which the 
method s of calcula  ons of export customs du  es on 
crude oil were adjusted – were used. Amendments 
concern instances where the level of $182.5 a ton 
of an average Urals oil price formed in the period of 
monitoring on global oil markets (the Mediterranean 
market and the Ro  erdam markets) is exceeded.  Prior 
to amendments, the formula of calcula  on of the rate 
was a single one and it envisaged the rate of 0.6. It is 
to be noted that the rate of 0.59, 0.57 and 0.55 will be 
applied in 2014, 2015 and 2016, respec  vely. The new 
wording includes diff erent ra  os in respect of individ-
ual categories of goods produced out of oil (except for 
liquefi ed hydrocarbon gas): export duty rates on diesel 
fuel will decrease from 66% to 65%, 63% and 61% in 
2014, 2015 and 2016, respec  vely. 

A  er an upward trend in October 2013, a nega  ve 
trend in the dynamics of prices on nonferrous met-
als emerged in October 2013. Growth rates of supply 
exceeded the dynamics of expansion of the demand 
which situa  on jus  fi ed maintenance of large ware-
house stocks. According to the data of the London 
Metal Exchange, in November 2013 prices on alu-
minum, copper and nickel depreciated by 10.3%, 8.3% 
and 16.2%, respec  vely, as compared to the respec  ve 
period of 2012. As compared to October 2013, prices 
on aluminum, nickel and copper fell by 3.7%, 3.1% and 
1.8%, respec  vely. In January–November  2013, alu-
minum, copper and nickel were sold 7.8%, 7.7% and 
13.8% cheaper than in the respec  ve period of 2012. 

From January 12, 2014, a decree on ban on export 
of unprocessed primary products, including unpro-
cessed nonferrous metal ores was approved in Indone-
sia. The above ban will contribute to growth in prices 
on primary products and help break a downward trend 
in prices on nonferrous metals.

In November 2013, the average value of the FAO 
food price index (206.6 points) remained virtually at the 
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level of October ( 206.6 points), but decreased by 9.5 
points as compared to the index of November 2012. In 
November 2013, growth in prices on oils as compared 
to October was nearly completely off set by deprecia-
 on of prices on sugar. Average prices on grain crop de-

preciated a li  le, however, indices as regards meat and 
dairy products remained at the same level.

According to the data of the Central bank of Russia, 
in January–November  2013, the Russian foreign trade 
turnover amounted to $785.1bn which is 0.2% higher 
than the respec  ve index of the previous year. The ex-
port fell to $474.2bn (a 1.2% decrease), while the im-
port rose to $310.9bn (a 2.3% growth). The trade balan-
ce surplus amounted to $163.2bn, but it decreased by 
7.2% as compared to the respec  ve period of 2012. 

As seen from Table 2, a decrease in export took 
place due to a reduc  on in the monetary volume of 
export of metals and metal ar  cles, food products and 
agricultural primary products and chemical produce. 
The export of the main group – fuel and energy com-
modi  es – remained virtually at the level of 2012. 

The volume of import increased despite a reduc  on 
in the main group of goods imported to Russia, that is, 
machines, equipment and means of transport.

For the purpose to support par  cipa  on of the Rus-
sian Federa  on in the WTO and duly represent the Rus-
sian Federa  on in interna  onal trade disputes at the 
WTO Dispute Resolu  on Authority, the Center for Ex-
per  se on WTO Issues, an autonomous non-profi t or-
ganiza  on was established in accordance with Instruc-
 ons No.78-u of August 28, 2014 of the Government 

of the Russian Federa  on. The Ministry of Economic 
Development of the Russian Federa  on will carry out 
on behalf of the Russian Federa  on the authori  es of 
a founder of the above Center. 

The main objec  ves of the Center will include infor-
ma  on and analy  cal support of Russia’s membership 
in the WTO, expert support of representa  ves of fed-
eral execu  ve authori  es in the WTO working bodies, 
forma  on of legal opinion of the Russian Federa  on 
in interna  onal trade disputes and engagement of law 
and consul  ng companies, including foreign ones.  

Table 1
MONTHLY AVERAGE PRICES IN NOVEMBER OF THE RESPECTIVE YEAR

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Oil (Brent), USD/a barrel 28.77 43.05 55.54 58.48 92.53 53.24 77.42 85.67 110.50 109.71 108.08
WTI oil, USD/a barrel 31.09 48.45 58.28 59.13 94.76 57.29 78.0 84.24 97.12 86.68 93.95
Natural gas*, USD/1m BTU 3.90 4.96 7.46 8.99 9.47 15.81 7.81 8.59 11.32 11.83 11.42
Petrol, USD/a gallon 0,841 1.43 2,056 1,484 2.13 4,195 2.01 2.16 2.58 2.66 2.65
Copper, USD/a ton 1916.4 3012.0 4060 7500 8008 4925.7 6675.6 8756.8 7551.8 7711.2 7070.7
Aluminum, USD/a ton 1474.8 1822.8 1929 2659 2442 2121.4 1949.3 2596.3 2073.6 1948.8 1748
Nickel, USD/a ton 11030 14483 12403 32348 30999 12140 16991 22600 17882 16335 13684

* Market of Europe, average contract price, franco-border.
Source: calculated on the basis of the data of the London Metal Exchange and the Intercon  nental Oil Exchange (London). 

Table 2
CHANGES IN MONETARY VOLUMES OF EXPORT AND IMPORT IN JANUARY NOVEMBER 2013 

% OF JANUARY NOVEMBER 2012
Code of FEACN Name of commodity Export Import

01-24 Food products and agricultural primary products (except for tex  le) 93.6 105.7
25-27 Mineral products 100.2 88.9

27 Fuel and energy commodi  es 100.3 84.1
28-40 Chemical industry products and natural rubber 96.3 104.6
41-43 Rawstock, furs and ar  cles made out of them 121.6 99.7
44-49 Timber and pulp and paper ar  cles 106.7 109.2
50-67 Tex  le, tex  le ar  cles and footwear 114.3 106.5

71 Precious stones, precious metals and ar  cles made out of them 104.4 120.4
72-83 Metals and metal ar  cles 90.8 101.7
84-90 Machines, equipment and means of transport 107.2 97.8

68-70,91-97 Other goods 118.7 107.6

Source: Calculated on the basis of the Federal Customs Service.
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STATE BUDGET IN JANUARY DECEMBER 2013
T.Tischenko

Preliminary es  mates of the federal budget 
implementa  on in January–December  2013 
Federal budget revenues and expenditures as per-

centage of GDP stood at 19.1% (Rb 13019,6bn) and 
19.6% of GDP (Rb 13330,3bn) respec  vely at the Jan-
uary–December  2013 period end,, a 1.4 p.p. and 1.0 
p.p. of GDP less than the value recorded in the cor-
responding period of the previous year (Table 1), ac-
cording to the Ministry of Finance of Russia. Oil and 
gas revenues contracted 9.6% of GDP (Rb 6533,4bn) 
within the twelve months in 2013 against the corre-
sponding period of the previous year, with cash ex-
ecu  on of the state budget being 101.0% of the pro-
jected volumes. The share of oil and gas revenues in 
total federal budget revenues remained unchanged 
against January–December  2012 and stood at 50.2%, 
whereas other than oil-and-gas defi cit contracted 0.3 
p.p. of GDP. 

The forecast values of federal budget revenues in 
January–December  2013 by principal administrators 
were implemented in full, based on the Ministry of Fi-
nance’s preliminary es  mate, including: 

• the Federal Tax Service – a total of Rb 5,365.4bn 
or 100.3%; 

• the Federal Customs Service – a total of 
Rb 6,567.8bn 1, or 101.7%; 

• the Federal Agency for State Property Manage-
ment – a total of Rb 147,4bn or 103.4%.  

In the period of January thru December 2013 (see 
Table 2), federal budget expenditures as percentage of 
GDP increased against the corresponding period of the 
previous year for the following budget items. ‘Na  onal 
Defense’ – 0.2 p.p. of GDP, ‘Na  onal Security and Law 
Enforcement’ – 0.1 p.p. of GDP, ‘Physical Culture and 
Sports’ 0.03 p.p. of GDP. At the 12-month period end 
in 2013 federal budget expenditures contracted year-
on-year for fi ve of the federal budget items, namely 
‘Social Policy’ – 0.5 p.p. of GDP; ‘Na  onal Economy’ – 

1  Net of cash opera  ons with regard to import customs 
du  es paid consistent with the Agreement on the establishment 
and applica  on within the Customs Union of the procedure for 
charging and distribu  ng of import customs du  es and special 
an  dumping and compensa  on du  es paid consistent with the 
Agreement on the use of special protec  on and an  dumping 
measures against third countries. 

Federal budget revenues contracted 1.4 p.p. of GDP at the end of the period of January thru December 2013. The 
consolidated budget of the cons  tuent territories of the Russian Federa  on fell 1.1 p.p. of GDP in the period of 
January 2013 thru November 2013 as compared to the corresponding period of the previous year, based on the 
preliminary data of the Ministry of Finance of Russia and the Federal Treasury. Oil and gas federal budget re venues 
declined 0.7 p.p. in January–December  2013 against the corresponding period of the previous year, including but 
not limited to the fall of annual average price of the Urals crude oil to $107,88 per barrel or 2.4% against 2012. 
Federal budget revenues, net of oil and gas revenues, contracted 0.7 p.p. of GDP within the 12 months of 2013 
against the January–December  period of the previous year. 

Table  1
RUSSIA’S FEDERAL BUDGET BASIC PARAMETERS IN JANUARY DECEMBER  2012 2013   

January–December  
2013 January–December  2012 Devia  on

billions 
of rubles as % of GDP  billions 

of rubles  as % of GDP billions 
of rubles

as p.p. 
of GDP  

Revenues, including: 13019,6 19.1 12855,5 20.5 164,1 -1.4
Oil and gas revenues 6533,4 9.6 6473,9 10.3 59,5 -0.7
Expenditures, including: 13330,3 19.6   12895,0  20.6 435,3 -1.0
interest expense 360,3 0.5 320,0 0.5 40,3 0.0
non-interest expense 12970,0 19.1 12575,0 395
Federal budget surplus (defi cit) -310.5 -0,5 -39.5 -0,06 -271 -0.44
Nonoil defi cit 6843,9 -10.1 6513,4 -10.4 330,5 -0.3
GDP evalua  on 67983 62599    

Source: Ministry of Finance of Russia (preliminary evalua  on), Federal Treasury of the Russian Federa  on, Gaidar Ins  tute’s es  mates.
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0.4 p.p. of GDP; ‘Healthcare’ – 0.3 p.p. of GDP; ‘Na-
 onwide issues’ and ‘Public U  li  es Sector’ – 0.1 p.p. 

of GDP each. 
At the 2013 year-end federal budget defi cit stood 

at 0.5% of GDP (Rb 310,5bn), an increase of 0.44 p.p. 
of GDP over the value observed in 2012. As of Janu-
ary 1, 2014, the Reserve Fund reached Rb 2,859.7bn 
(+Rb 974,0bn annually), the Na  onal Wealth Fund 
gained Rb 210,0bn to Rb 2,900.6bn. The Reserve Fund 
gained a total of Rb 713,5bn of oil and gas revenues 
in 2013. The foreign currency transla  on diff erence 
from the revalua  on of the Na  onal Wealth Fund’s re-
sources was around Rb 216,0bn in January–December  
2013.  

The Russian Government made a special decision 
in December 2013 to invest $3,0bn of the Na  onal 
Wealth Fund in Ukraine debt securi  es, without sub-
mi   ng the long-term credit ra  ng requirements. Fur-
thermore, Ukraine is assumed to receive a total of 
$10bn from the Na  onal Wealth Fund (about 13% of 
the total Na  onal Wealth Fund), while a remainder of 
$5bn out of the promised fi nancial aid ($15bn) will be 
provided as special drawing rights (SDR). “There is no 
collateral whatsoever as, for example, property com-
plexes, the collateral is the state guarantees”1, said Fi-
nance Minister Siluanov. 

The external na  onal debt amounted to $55,83m 
(2.7% of GDP) as of December 1, 2013, a growth of 
$0,06m over the value of the external na  onal debt as 
of January 1, 2013. Note certain changes in the external 
na  onal debt structure, i.e., an increase of Eurobond 
issues from Rb 34,91bn as of the beginning of the year 

1  h  p://www.minfi n.ru/ru/press 

to Rb 40,66bn in December 2013, and a contrac  on 
of the debt to the Paris Club member countries and 
Interna  onal fi nancial organiza  ons from Rb 0,33bn 
to Rb 0,16bn and from Rb 2,03bn to Rb 1,59bn re-
spec  vely. The internal na  onal debt as of Decem-
ber 1, 2013 amounted to Rb 4432,39bn (6.5% of GDP), 
a Rb 446,84bn of growth during the year. 

Analysis of basic parameters of consolidated budget 
implementa  on in the cons  tuent territories of the 
Russian Federa  on in the period of January thru No-
vember 2013 

The consolidated budget revenues and expendi-
tures amounted to Rb 7234,9bn (11.8% of GDP) and 
Rb 7252,4bn (11.8% of GDP) (Table 3) respec  vely in 
the period of January 2013 thru November 2013. Budg-
et revenues declined 1.1 p.p. of GDP while budget ex-
penditures contracted 0.7 p.p. of GDP year-over-year. 

Comparing the data on tax revenues and payments 
to the consolidated budget of the cons  tuent territo-
ries of the Russian Federa  on over 11 months in 2013 
and the previous year shows: 

• a decline of 0.7 p.p. as percentage of GDP in 
profi t tax revenues, Rb 269,3bn less profi t tax 
revenues in absolute terms were received dur-
ing 11 months in 2013 against January–Novem-
ber 2012; 

• a decline of 0.3 p.p. as percentage of GDP in rev-
enues from other budgets of the budget system 
of Russia, Rb 49,8bn less revenues in absolute 
terms were received during 11 months in 2013 
against January–November  2012; 

• consolidated budget revenues of the cons  tu-
ent territories of the Russian Federa  on re-

Table  2 
FEDERAL BUDGET EXPENDITURES IN JANUARY DECEMBER 2012 2013 

January–December  2013 January–December  2012 Devia  on as 
p.p. of GDPbillions of rubles as % of GDP   billions of rubles as % of GDP 

Total expenditures, 13330,3 19.6 12895,0 20.6 -1.0
including: 837,8 1.2 809,8 1.3 -0.1
Na  onwide Issues 2103,9 3.1 1812,4 2.9 0.2
Na  onal Defense 2061,7 3.0 1843.0 2,9 0.1
Na  onal Security and law Enforcement 1849,3 2.7 1968,5 3.1 -0.4
Na  onal Economy 177,5 0.3 228,8 0.4 -0.1
Public U  li  es Sector 24,2 0.03 22,5 0.03 0.0
Environmental Protec  on 672,3 1.0 603,8 1.0 0.0
Educa  on 94,8 0.1 89,8 0.1 0.0
Culture and Cinematography 501,8 0.7 613,8 1.0 -0.3
Healthcare 3833,2 5.6 3859,7 6.1 -0.5
Social Policy 67,9 0.1 45,7 0.07 0.03
Physical Culture and Sports 77,3 0.1 77,5 0.1 0.0  
Mass Media 360,3 0.5 320,0 0,5 0.0
Sovereign Debt Servicing 668,1 1.0 599,4 1.0 0.0

Source: Federal Treasury of the Russian Federa  on, Gaidar Ins  tute’s es  mates.



STATE BUDGET IN JANUARY–DECEMBER 2013

27

mained at the previous year level as percent-
age of GDP for the following taxes. Personal in-
come tax (3.5% of GDP), internal excises (0.7% 
of GDP), property tax (1.4% of GDP), aggregate 
income tax (0.5% of GDP). 

During the 11-month period in 2013, consolidated 
budget expenditures of the cons  tuent territories of 
the Russian Federa  on dropped by 0.3 p.p. of GDP 
against the corresponding period of the preceding 
year because of less expenditures on such items as 
‘Healthcare’ – 0.3 p.p. of GDP, ‘Na  onwide Issues’,  
‘Public U  li  es Sector’ – 0.1 p.p. of GDP each, ‘So-

cial Policy’ – 0.2 p.p. of GDP, ‘Intergovernmental 
Transfers’ – 0.023 p.p. of GDP. In the period of Janu-
ary 2013 thru November 2013 expenditures as per-
centage of GDP on other items of the consolidated 
budget of the cons  tuent territories of the Russian 
Federa  on remained at the level observed during 
11 months in 2012. 

At the January–November  period end in 2013 the 
cons  tuent territories of the Russian Federa  on ran 
their consolidated budget with a defi cit of Rb 17,5bn 
or 0.03% of GDP (the cons  tuent territories of the 
Russian Federa  on ran their consolidated budget 

Table  3 
 BASIC PARAMETERS OF CONSOLIDATED BUDGET OF CONSTITUENT TERRITORIES OF THE RUSSIAN FEDERATION 

IN JANUARY NOVEMBER  2013 2012  .
January–November  2012 January–November  2013 Devia  ons, 

as p.p. of GDPbillions 
of rubles as % of GDP billions 

of rubles as % of GDP 

Revenues, including: 7234,9 11.8 7 150,7 12.9 -1.1
corporate profi t tax 1574,9 2.6 1844,2 3.3 -0.7
personal income tax 2140,4 3.5 1940,3 3.5 0.0
excises on goods manufactured 
on the territory of the Russian Federa  on 447,3 0.7 403,4 0.7 0.0

property tax 869,8 1.4 759,2 1.4 0.0
aggregate income tax 284,0 0.5 264,2 0.5 0.0
expenditures 7252,4 11.8 6 914,3 12.5 -0.7
consolidated budget surplus (defi cit) 
of cons  tuent territories -17,5 -0.03 236,4 0.4 -0.43  

GDP evalua  on 61240 55449

Source: Federal Treasury of the Russian Federa  on, Gaidar Ins  tute’s es  mates.

Table  4 
IMPLEMENTATION OF THE CONSOLIDATED BUDGET EXPENDITURES  OF THE CONSTITUENT TERRITORIES 

OF THE RUSSIAN FEDERATION IN JANUARY NOVEMBER  2012 2013
January–November  2012 January–November  2013 Devia  ons, 

as p.p. of GDPbillions 
of rubles as % of GDP billions 

of rubles as % of GDP 

Total expenditures: 7252,4 11.8 6 914,3 12.5 -0.7
including,
Na  onwide Issues 455,6 0.7 423,5 0.8 -0.1
Na  onal Defense 3,4 0.006 3,2 0.006 0.0
Na  onal Security and Law Enforcement 81,2 0.1 73,9 0.1 0.0
Na  onal Economy 1320,5 2.2 1233,3 2.2 0.0
Public U  li  es Sector 685,7 1.1 691,9 1.2 -0.1
Environmental Protec  on 19,7 0.03 16,7 0.03 0.0
Educa  on 1993,2 3.2 1767,2 3.2 0.0
Culture and Cinematography 241,6 0.4 219,7 0.4 0.0
Healthcare 1081,4 1.8 1142,5 2.1 -0.3
Social Policy 1131,8 1.8 1107,3 2.0 -0.2
Physical Culture and Sports 128,8 0.2 124,8 0.2 0.0
MASS MEDIA 35,0 0.06 32,2 0.06 0.0
Intergovernmental Transfers 4,1 0.007 18,1 0.03 -0.023
Sovereign and Municipal Debt Servicing 70,2 0.1 59,7 0.1 0.0

Source: Federal Treasury of the Russian Federa  on, Gaidar Ins  tute’s es  mates. 
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with a surplus of 4.0% during 11 months of 2012). 
The Russian regions ran their budget with a defi cit of 
Rb 673bn (about 1% of GDP) at the 2013 year-end, 
based on the preliminary es  mates of the Ministry of 
Finance of Russia. Furthermore, 79 regions will run 
their budget with a defi cit totaling Rb 686,1bn; fi ve 
cons  tuent territories of the Russian Federa  on will 

run their budget with a surplus totaling Rb 13,1bn at 
the year-end. 

The debt of the consolidated budget of the cons-
 tuen t territories of the Russian Federa  on amounted 

to Rb 1472,3bn as of December 1, 2012; showing an 
increase of Rb 307,5bn over the na  onal debt at the 
end of November of the preceding year.  
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RUSSIAN BANKS IN DECEMBER 2013
M.Khromov

The process of banking license revoca  on con  n-
ued intensively in December 2013. Investbank is the 
largest bank, listed among the top-100 largest banks 
ranked by total assets, who lost its banking license. 
A total of fi ve banking licenses were revoked during 
the month and more than 30 during the year. As of 
January 1, 2014, 925 credit ins  tu  ons, 31 less than in 
the preceding year, held the banking license. 

The total assets in the banking sector increased 
2.4% in December 20131. Annual growth rates at the 
December 2013 month-end contracted to 14.2% from 
20.4% in the preceding year and 16.0% at the Novem-
ber 2013 month-end.  

It is small and medium-sized banks that saw most 
visible growth in assets. Banks other than the top-30 
ones ranked by total assets saw a 0.1% contrac  on 
in their assets in December 2013 a  er a 1.5% fall in 
November 2013. Annual growth rate in assets in this 
group of banks slowed down to 8.3%, although the as-
sets of small and medium-sized banks were growing 
1–2 p.p. faster than in the banking sector at large un  l 
and including October 2013 . 

It is the largest state-run banks2 whose assets 
gained most (3.6%) in growth rates in December 2013, 
including Sberbank whose assets gained 5.4% during 
the month. As a result, state-run banks’ assets gained 
up to 55.9%, having reached the highest value.  

The banking sector’s equity increased 1.7% in De-
cember 2013. Large banks, especially state-run ones 
saw a rapid growth in this indicator. However, the gap 
in equity growth rates was much more moderate vs. 
assets growth rate. For instance, the equity of small 
and medium-sized banks, the largest banks, and state-
run banks increased 1.5%, 1.8%, and 2.0% respec  vely 
during the month.3 

1 Hereina  er, unless otherwise indicated, growth rates in balan-
ce sheet fi gures are presented with allowance for revalua  on of 
the foreign currency component. 
2 This group comprises the banks within the VTB Group: VTB, 
VTB24, Bank of Moscow, and Transcreditbank (un  l Novem-
ber 1, 2013, when it merged with VTB24), as well as Gazprombank 
and Russian Agricultural Bank. 
3 Calculated according to balance-sheet accounts (form No. 101).

In December 2013 customers kept migra  ng to largest banks, above all, state-run ones regarding the key seg-
ments of the banking service market while basic balance sheet fi gures slowed down. A new highest value of the 
debt owed by banks to the monetary authori  es overtopped Rb 4,5 trillion. For the fi rst  me a  er the crisis of 
2009 banks made less money than they did in the preceding year.

The banking sector’s profi t reached highest 
(Rb 109bn) in December 2013. All in all, however, 
banks made less money in 2013 than they did in 
the preceding year, having earned Rb 994bn in 2013 
against Rb 1012bn in 2012. Banks’ ROA dropped from 
2.3% in 2012 to 1.9% in 2013 while equity from 19.8% 
to 16.8%.

Pre-provision profi t hiccup over the past few 
months in 2013 is the most alarming factor. While the 
banking sector’s pre-provision monthly profi t aver-
aged Rb 126bn in January–October 2013, it dropped 
to Rb 81bn in November 2013 and Rb 59bn in Decem-
ber 2013. In other words, it is opera  ons with provi-
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sions for losses that were responsible for the record 
profi t in December. 

Fundraising 
A trend towards customer migra  on to major state-

run banks was evident in the retail deposit sector in 
December 2013, however the deposit base saw a fairly 
moderate growth for the fi nal month of the year. In 
December 2013, объем средств на retail bank ac-
counts and deposits increased 4.7%, being less than 
a pre-crisis value of 5.3% in 2008 and the lowest since 
2000 growth rate in retail bank accounts and depos-
its in December 2013. All in all, retail bank accounts 
and deposits increased barely 17.1% in 2013 (19.4% 
in 2012). 

Small and medium-sized banks saw ou  low of re-
tail bank deposits within two months (November 2013 
and December 2013). The ou  low was 1.2% in Decem-
ber 2013 a  er a 3.2% contrac  on in November 2013. 
Retail bank accounts and deposits with small and 
medium-sized banks increased 8.0% in 2013, there-
fore the growth rate more than halved against 2012 
(18.2%). In December 2013, the top-30 largest banks 
showed the same growth rate in retail bank deposits 
as in the preceding year, 6.6% against 6.7% in Decem-
ber 2012. Furthermore, state-run banks showed a 
8.3% increase in deposits during the month, including 
Sberbank (9.2%) (6.6% and 6.8% respec  vely in 2012), 
whereas large private banks had almost zero deposit 
infl ow (0.5%).

In terms of foreign currency structure, the en  re 
December infl ow of bank deposits was represented by 
ruble-denominated accounts whose volume increased 
5.9% during the month. The amount of bank depos-
its denominated in foreign currencies remained un-
changed during the month while their dollar volume 
shrank 0.6% in December 2013. 

Corporate bank accounts increased 9.3% in Decem-
ber 2013 and 14.5% in the year of 2013. State-run 
banks have had a сertain advantage over the recent 
months in this segment of the banking service market 
which stay within the scope of the fl uctua  ns observed 
over the past few years. Corporate bank accounts and 
deposits increased 10.7% at state-run banks, 10.2% at 
the top-30 largest banks, and 6.7% at small and medi-
um-sized banks in December 2013.

Non-bank organiza  ons’ buble-denominated bank 
accounts and accounts denominated in foreing cur-
rencies increased 10.9% and 3.9% respec  vely in US 
dollar terms during the month. Term bank deposits ac-
counted for 54.9% of the total corporate accounts and 
deposits as of January 1, 2014, having shown an in-
signifi cant increase during the year (54.4% as of Janu-
ary 1, 2013). 

Banks’ total debt to the money market regula-
tors – the Bank of Russia and Ministry of Finance of 
Russia – increased Rb 216bn in December 2013, being 
untypical of the recent years when banks needed no 
addi  onal liquidity because of substan  al budget defi -
cit in December. While the amount of Ministry of Fi-
nance’s deposits with banks declined Rb 516bn during 
the month, the Bank of Russia issued extra Rb 732bn 
to banks. As a result, the banking sector’s total liabili-
 es to the Bank of Russia and the Ministry of Finance 
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of Russia reached a new highest level of Rb 4,5 tril-
lion, outstripping by Rb 900bn the highest volume of 
bank refi nancing observed in the middle of the crisis 
of 2008-2009. Accoun  ng for 7.9% of the banking sec-
tor’s assets, the volume of state support has already 
reached the level observed in the fall of 2008. State 
support contributed more only within a short period 
of October 2008 thru July 2009. Furthermore, state-
run banks are accoun  ng for more than 2/3 of the fi -
nancing from regulators to banks. 

Loans issued 
Households’ loan debt to banks increased 1.9% in 

December 2013, having increased barely 27.7% dur-
ing the year, showing much slower growth rates vs. the 
preceding year (39.1%).

Small and medium-sized banks managed to show 
in December 2013 a minimum but posi  ve growth of 
0.3% in the consumer loan market, unlike the retail 
bank deposit market. Moreover, the retail credit port-
folio increased 2.5% at the top-30 largest banks, 3.1% 
at state-run banks’ por  olio, including 3.2% at Sber-
bank during the month. The share of state-run banks 
in the retail credit market began to grow as early as 
October 2013 and reached 52.4% at year end (51.3% 
at the preceding year). 

Balance-sheet fi gures of retail loans in Decem-
ber 2013 saw insignifi cant changes. The share of over-
due debt contracted from 4.6% to 4.5% during the 
month. Note that  the share of overdue debt slid even 
more from 4.4% to 4.1% in December of the previous 
year. The ra  o of provisions for losses and total debt 
remained unchanged (7.2%). 

State-run banks keep showing the best quality of 
retail loans in certain groups of banks whose overdue 
debt accounted for 2.9% of the total retail debt as of 
January 1, 2014, including 2.0% in Sberbank. The big-

gest amount of overdue debt at large foreign banks and 
private Russian banks (7.1 and 6.6% respec  vely) can be 
explained by the fi gures of certain banks (Home Credit 
Finance, Russky Standard, etc.) whose retail business is 
aimed at most risk- and income-bearing segment of bor-
rowers. These banks has an overdue debt of 12–14%. 

Table 1
RUSSIAN BANKING SYSTEM’S STRUCTURE OF LIABILITIES AT MONTH END , AS PERCENTAGE OF TOTAL

12.08 12.09 12.10 12.11 06.12 12.12 03.13 06.13 09.13 10.13 11.13 12.13

Liabili  es, billions of rubles 28022 29430 33805 41628 44266 49510 49839 52744 54348 54981 56259 57423
Equity 14.1 19.3 18.7 16.9 16.8 16.2 16.7 16.3 16.5 16.5 16.2 16.0
Loans from the Bank of Russia 12.0 4.8 1.0 2.9 5.1 5.4 4.5 4.4 5.8 6.0 6.6 7.7
Interbank opera  ons 4.4 4.8 5.5 5.7 4.8 5.6 5.4 5.2 5.1 5.2 5.4 5.1
Foreign liabili  es 16.4 12.1 11.8 11.1 11.3 10.8 10.4 10.8 10.1 10.0 10.3 9.9
Retail accounts and deposits 21.5 25.9 29.6 29.1 29.4 28.9 29.6 29.6 29.3 29.2 28.9 29.4
Corporate accounts and deposits 23.6 25.9 25.7 26.0 24.0 24 23.9 23.5 22.9 22.3 22.4 23.8
Accounts and deposits of 
government agencies and lo-
cal government authori  es 

1.0 1.0 1.5 2.3 1.5 1.6 1.4 2.4 2.9 3.2 2.6 0.9

Outstanding securi  es 4.1 4.1 4.0 3.7 4.5 4.9 5.2 5.1 4.7 4.8 4.7 4.5

Source: Central Bank of Russia, IET’s es  mates.
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Corporate borrowers’ debt volume on loans from 
Russian banks contracted 1.3% in December 2013 and 
increased as li  le as 11.6% during 2013. The December 
contrac  on had an eff ect on all groups of banks, save 
for Sberbank where growth was just symbolic (0.1%). 
Other state-run banks and the top-30 largest banks 
saw a contrac  on in the volume of corporate custom-

ers’ debt of 0.2% and 0.6% respec  vely. Small and 
medium-sized banks showed a much higher contrac-
 on of 4.0%. The quality of credit por  olio improved in 

this segment of the market in December 2013 despite 
decreased total debt. The share of overdue debt fell 
from 4.3% to 4.1% while the ra  o of reserves to debt 
on loans from 7.0 to 6.8% during the month.  

  
 

Table 2
RUSSIAN BANKING SYSTEM’S STRUCTURE OF ASSETS AT MONTH END , AS PERCENTAGE OF TOTAL

12.08 12.09 12.10 12.11 06.12 12.12 03.13 06.13 09.13 10.13 11.13 12.13

Assets, billions of rubles 28022 29430 33805 41628 44266 49510 49839 52744 54348 54981 56259 57423
Cash and precious metals 3.0 2.7 2.7 2.9 2.5 3.1 2.5 2.4 2.3 2.3 2.2 2.8 
Deposits with the 
Bank of Russia 7.5 6.9 7.1 4.2 3.0 4.4 3.3 3.3 3.5 3.1 3.0 3.9

Interbank opera  ons 5.2 5.4 6.5 6.4 5.8 6.8 6.4 6.0 5.8 6.0 6.1 5.7
Foreign assets 13.8 14.1 13.4 14.3 14.2 13.0 14.5 15.1 13.6 13.4 13.7 13.3
Retail sector 15.5 13.1 13.0 14.4 16.0 16.8 17.4 17.9 18.5 18.7 18.5 18.5  
Corporate sector 44.5 44.5 43.6 44.0 43.6 41.3 41.9 40.8 41.2 41.5 41.0 39.3
State 2.0 4.2 5.1 5.0 3.8 3.2 3.2 3.2 2.9 3.1 3.0 3.1
Property 1.9 2.7 2.6 2.3 2.3 2.2 2.2 2.2 2.1 2.1 2.1 2.0

Source: Central Bank of Russia, IET’s es  mates.
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MORTGAGE IN THE RUSSIAN FEDERATION IN 2013
G.Zadonsky

According to the data of the Central Bank of the Rus-
sian Federa  on, in November 2013 Rb 132.83bn worth 
of 79,972 mortgage housing loans (MHL) were extend-
ed (Fig. 1) which is 2.1% and 2.5% lower in quan  ta-
 ve terms and monetary terms, respec  vely, than in 

October. As of December 1, 2013, Rb 1,175.0bn worth 
of 718,983 MHL were extended from the beginning 
the year with the debt being equal to Rb 2,559.39bn 
(Fig. 1). From the beginning of 2013, they extended 
17.38% and 29.51% more of loans in quan  ta  ve terms 
and monetary terms, respec  vely, than as of December 
1, 2012. The share of mortgage in housing lending keeps 
growing and as of December 1, 2013 the share of MHL 
amounted to 96.3% in the total volume of housing loans 
(HL) which is 0.17 p.p. higher than that as of Decem-
ber 1, 2012. In 2013, the average value of the extended 
MHL kept growing and as of December 1 amounted to 
Rb 1,634m having exceeded by 10.3% the respec  ve in-
dex as of December 1, 2012. As of December 1, 2013, 
the volume of the extended housing loans amounted to 
Rb 1,220.12bn with the number of loans being equal to 
769,499 loans and the debt, to Rb 2,676.37bn (Fig. 1).

As of December 1, 2013, the overdue debt on MHL 
decreased by 0.79% as compared to that as of Novem-
ber 1 and amounted to Rb 39.9bn. It is to be noted that 
in November 2013 the share of the overdue debt in the 
outstanding debt on MHL decreased by 0.06 p.p. and 
amounted to 1.05% as regards loans in rubles, while 
that as regards loans in foreign currency, by 0.003 p.p. 
to 12.29%.  

According to the data of the Central Bank of the 
Russian Federa  on, in November 2013 the share 
of the debt on MHL without overdue payments in-
creased by 0.59 p.p. to 95.89% of the total amount 
of the debt. The share of the debt on defaulted loans 
(with payments overdue for over 180 days) in the total 
amount of the debt on MHL decreased by 0.06 p.p. 
and amounted to 1.91%. 

The volume of mortgage housing loans extended within 11 months of 2013 exceeded by 17.38% and 29.51% the re-
spec  ve index of 2012 as regards the number and monetary value, respec  vely, having amounted to Rb 1175.0bn. 
The average weighted rate on MHL in rubles extended within a month fell from 12.9% in March 2013 to 11.9% 
in November 2013. The share of the overdue debt in the outstanding debt on MHL in November 2013 decreased 
by 0.06 p.p. to 1.05% as regards loans in rubles, while that as regards loans in foreign currency, by 0,003p.p. to 
12.29%. In November 2013, the share of debt on MHL without overdue payments in the total amount of the debt 
on MHL increased by 0.59p.p. and amounted to 95.89%. The share of the debt on defaulted loans (with payments 
overdue for over 180 days) in the total amount of the debt on MHL decreased by 0.06 p.p. to 1.91%.
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The share of MHL in foreign currency in the volume 
of loans extended in November 2013 amounted to 
5.2%, which is 0.38 p.p. lower than in October 2013. 
As of December 1, 2013, the share of such loans in the 
outstanding debt decreased by 0.07 p.p. to 4.53% as 
compared to that as of December 1, 2013, while the 
share of the overdue debt on MHL in foreign currency 
in the total overdue debt, to 35.73% as of December 1, 
2013 (Fig. 2).

In November 2013, the average weighted rate on 
MHL in rubles amounted to 11.9% which is 0.4 p.p. 
and 1.0 p.p. lower than in October 2013 and the high-
est value of the rate in 2013, respec  vely. In October 
2013, the average weighted rate on loans refi nanced 
by ОАО Agency for Housing Mortgage Lending (AHML) 
amounted to 11.38% which is 0.41p.p. lower than the 
highest value of the rate in 2013 (Fig. 3). In Novem-
ber 2013, the average weighted rate on HL in rubles 
extended within a month was at the level of 12.2% 
having decreased by 0.2 p.p. within a month. As of 
December 1, the average weighted rate on ruble MHL 
extended from the beginning of the year amounted 
to 12.5%, while that on MHL in foreign currency, to 
9.6%. In November 2013, the weighted average pe-
riod of lending as regards ruble MHL extended within 
a month amounted to 14.98 years (Fig. 3), while that 
as regards HL in rubles, to 13.62 years. As of December 
1, 2013, the weighted average period of lending as re-
gards foreign currency MHL extended from the begin-
ning of the year was at the level of 10.64 years.

In November 2013, the share of loans without 
mortgage security (LWMS) as a diff erence between 
HL and MHL as a percentage of HL decreased by 3.55 
p.p. to 5.31% and 1.23 p.p. to 3.48% as regards the 
quan  ty and the monetary value, respec  vely (Fig. 4). 
The share of the debt on unsecured housing loans in 
the debt on HL was steadily decreasing (Fig. 4) and as 
of December 1, 2013 amounted to 4.37%. The over-
due debt on LWMS in the outstanding debt on LWMS 
amounted to 4.25% as of December 1, 2013 which 
fi gure exceeded within the same period the value of 
the overdue debt on MHL in the outstanding debt 2.72 
 mes over (1.56%). The average value of a LWMS in-

creased, but remained (Rb 0,893m) substan  ally lower 
(64.3%) than the value of MHL. The above fi gures con-
fi rm the lower quality of LWMS as compared to MHL 
which factor is the main cause of a drop in the share of 
LWMS in housing lending. 

In January–December 2013, the ОАО AHML refi -
nanced Rb 48,015bn worth of 32,731 MHL which is 
28.05% and 21.26% lower in quan  ta  ve terms and 
monetary terms, respec  vely, than in 2012. In Janu-
ary–November  2013, in the total volume of MHL ex-
tended in the Russian Federa  on the share of loans 

refi nanced by AHML amounted to 5.68% and 3.58% in 
quan  ta  ve terms and monetary terms, respec  vely, 
and decreased by 0.99 p.p. and 2.46 p.p., respec  vely. 
In 2013, in the volume of loans refi nanced by the Agen-
cy the share of social products, such as the Military 
Mortgage and Maternity Capital rose by 5.48 p.p. and 
5.65 p.p. in quan  ta  ve terms and monetary terms, 
respec  vely, as compared to 2012 and amounted to 
33.16% and 42.47%, respec  vely.

In 2012, securi  za  on deals which a  racted the 
long-term money into housing lending amounted to 
6.7% of the volume of the extended MHL. It is expect-
ed that in 2013 that value will amount to 10%. As se-
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curi  za  on deals are liquid for large volumes of loans 
worth several billion rubles, a  rac  on of the long-
term money by small banks which are beyond the top 
50 is rather complicated.

The ОАО AHML has prepared an infrastructure 
which ensures within the frameworks of securi  za  on 
deals an opportunity to a market par  cipant to join 
mul  -origina  ng deals1 and secure an access to the 
long-term funds. In December 2013, Rb 3bn worth of 
bonds of the Russian mul  -origina  ng deal of securi  -
za  on of mortgage assets which mortgage collateral 
was formed by four mortgagees apart from the AHML 
were placed for the fi rst  me.  Issuers of mortgage-
backed bonds are ZAO Vostochno-Sibirsky Ipotechny 
Agent 2012 and the pa  ern of the issue includes a 
senior tranche with a coupon rate of 8.75% annually 
and an addi  onal collateral in the form of ОАО AHML’ 
surety, a mezzanine tranche with a coupon rate of 11% 
annually and three junior tranches.

Along with that, in 2014 AHML intends to develop 
an interbank system of standardized short-term lend-
ing against collateral in the form mortgaged assets 
(SSL). It is expected that par  cipants in that system will 
be banks beyond the top-20 and they will be granted 
by SSL an opportunity to accumulate a suffi  cient vol-
ume of loans in their balance for subsequent inclusion 

1  AHML developed the following mechanism: a few small credi-
tors – banks, non-banking ins  tu  ons and regional operators of 
AHML – will be able to consolidate pools of mortgage papers which 
they have managed to accumulate and issue jointly mortgage-
backed securi  es. The fi rst deal of that kind in the Russian prac-
 ce – a mul  -origina  ng securi  za  on – was successfully fi nalized 

late in 2013. 

thereof in bonds’ mortgage collateral. It is planned that 
such deals can be concluded for the term of from six 
months to one year with the volume of loan amount-
ing to Rb 0.5bn-Rb 3bn, while creditors in SSL are large 
Russian and foreign banks. SSL will supplement the ex-
is  ng AHML’s programs, such as repurchasing of mort-
gage-backed securi  es (MBS) and provision of sure  es 
in respect of MBS and mul  -origina  ng securi  za  on 
pla  orms. It is expected that introduc  on of SSL will 
result in growth in the number of par  cipants in the 
securi  za  on market.  

In December 2013, two Federal Laws amending stat-
utory acts in order to establish a legisla  ve base and 
condi  ons for securi  za  on of a large range of non-
mortgage assets came into eff ect. From July 1, 2014, 
subject of pledge may include securi  es, real property 
and cash claims, including those on future obliga  ons, 
as well as cash funds in a bank account. The no  ons 
of nominal accounts2 and escrow accounts3 are intro-
duced which measure ensures protec  on of the rights 
of bond holders to monetary fl ow of securi  zed as-
sets, including mortgaged assets. The obliga  on of no-
tary cer  fi ca  on of a no  ce of pledge is established to 
ensure enforcement of bonded obliga  ons.

2  Nominal accounts are temporary accounts which are used as a 
part of a standard accoun  ng system. Accounts classifi ed as nomi-
nal ones are normally used to monitor profi ts and losses, as well as 
revenues and expenditures within a certain period of  me. 
3  Escrow account is a special account in which property, docu-
ments and cash funds are accounted for  ll the date of beginning 
or fulfi llment of certain circumstances. In the interna  onal prac-
 ce, such accounts can be opened by banks, law fi rms, specialized 
fi rms and other escrow-agents.
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RUSSIA’S POLICY OF AGRICULTURAL LAND PRIVATIZATION:
A TOTAL LACK OF COHERENCE

N.Shagaida

Priva  za  on of agricultural lands belongs to the 
fi rst group of measures that were to be implemented 
in the course of structural transforma  ons in Russia 
planned in the early 1990s. In fact, this was the begin-
ning and the end of land priva  za  on in this country, 
as the State s  ll owns approximately 92% of all Rus-
sian lands. Thus, the government owns 67% of all agri-
cultural land, and 78.4% of the land in the territory of 
inhabited locali  es (of these, the relevant land plots 
are situated predominantly in the territories of rural 
communi  es). Land plots occupied by industrial and 
communica  ons companies and other property en  -
 es also belong to the State, with very few excep  ons 

(98.9%). Among the other four out of seven categories 
of Russia’s lands,1 government property s  ll cons  -
tutes 100%.

However, among arable lands the government cur-
rently owns only 23.4%, which means that the bulk of 
lands considered to be most valuable for agricultural 
uses has already been priva  zed. So, should priva  za-
 on of such lands be con  nued any further? If the an-

swer is yes, then should this be done by applying the 
same methods as have been introduced from 2001 
onwards? Is there any sense for the government, in 
condi  ons of unformed market, to con  nue ge   ng 
rid of state-owned lands, especially arable lands? At 
present in Russia, anyone may buy agricultural land 
– it depends on the ability to pay a higher price, and 
not on the inten  on to become an agricultural pro-
ducer – the law imposes no restric  ons on the range 
of poten  al buyers. In fact, Russia does not restrict 
the degree of land concentra  on, either: people may 

1  Under the RF Land Code (Chapters XIV–XVIII) there exist 
7 land categories: 1) lands of agricultural designa  on; 2) lands of 
se  lements; 3) lands of industry, electric power, transport, com-
munica  ons, radiobroadcas  ng, television, informa  on, lands for 
ensuring outer space ac  vity, lands of defense and security, and 
lands of other special designa  ons; 4) lands of specially-protect-
ed territories and objects; 5) forestry fund lands; 6) water fund 
lands; 7) reserve lands.

buy as much as they want2. Will the government be 
able to infl uence in any way the lease rates and sell-
ing prices for land, if it no land remains in its posses-
sions? 

The government’s ability to control the ‘appe  tes’ 
of big land owners whose land is needed by agricul-
tural producers is a factor relevant for the en  re popu-
la  on of a given country. If agricultural producers must 
pay a high price for their access to land, the cost of 
their produce will also increase. Will Russian ci  zens 
be able to aff ord it? And how will this then infl uence 
the ability to achieve the minimum self-suffi  ciency tar-
gets set in Russia’s Food Security Doctrine3? 

Another threat associated with large-scale sale of 
land in the absence of any strategy or tac  cs is the in-
creased government expenditure on the purchase of 
land if land plots should be needed for state or munici-
pal purposes. The government must have public lands 
earmarked for construc  on projects if it seriously in-
tends to provide people with aff ordable housing. For 
this purpose, ‘agriculturally worthless’ land plots may 
well be used4. One rare example of such use is Belgorod 

2  Shagaida N. I. Oborot sel’skokhozaistvennykh zemel’: trans-
formatsiia ins  tutov i prak  ka [Agricultural Land Turnover: Ins  -
tu  onal Transforma  on and Prac  ce] / Shagaida N. I. – M.: Gaid-
ar Ins  tute, 2010. – 332 p. (Nauchnye trudy [Scien  fi c Works] / 
Ye. T. Gaidar Ins  tute for Economic Policy; No 142Р).
3  RF President’s Decree of 30 January 2010, No 120 ‘On the Ap-
proval of the Food Security Doctrine of the Russian Federa  on’. 
See ConsultantPlus, www.consultant.ru
4  These categories of land – forestry fund lands, water fund 
lands, and lands of specciaslly-protected territories and objects – 
are even less available for implemen  ng construc  on projects. 
The lands belonging to the categories ‘Lands of Se  lements’, and 
‘Lands of Industry […] and Land of other Special Designa  on’ have 
a limited poten  al for being used for construc  on purposes. Re-
serve lands, as a rule, are situated far from inhabited locali  es. In 
this connec  on, agricultural lands appear to be very a  rac  ve for 
builders. It is for this reason – and also considering the fact that 
these lands represent the main agricultural produce resource – 
that it is necessary to thoroughly elaborate adequate mechanisms 
for their involvement in such projects, at the same  me restric  ng 
the use for this purpose of arable land. 

When the issues of land priva  za  on are considered from the point of view of the situa  on exis  ng in agriculture, 
it becomes evident that the currently prac  ced approaches to priva  za  on are not properly geared to such fac-
tors as the actual state of the objects of priva  za  on or the need to address directly a certain economic issue, and 
do not rely on interna  onal best prac  ces. We believe it is absolutely counterproduc  ve even to talk about land 
priva  za  on in Russia un  l its mechanisms and the risks associated with its implementa  on are made clear, and 
un  l a special body for managing this country’s land resources is created. 
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Oblast where the oblast government has bought land 
plots formerly belonging to collec  ve farms and state 
farms for individual housing construc  on projects. The 
plots are sold at a low price, they are numerous, and 
so there is no poten  al for land specula  on. There is 
only one requirement for the buyer – to erect a house 
within a period of fi ve years. This circumstance cou-
pled with absence of any fer  le ground for construc-
 on monopoliza  on gave rise to an individual housing 

construc  on boom among people with very modest 
incomes. Can the government actually ensure expan-
sion of housing communi  es if all agricultural lands 
are sold out without any dis  nct purpose or any sense 
altogether? Or will it only contribute to the well-being 
of a very small group of people by ensuring high sell-
ing prices for speculators who have bought out all ag-
ricultural lands in the vicinity of towns and se  lements 
exactly for that purpose? 

To crown it all, public land ownership has not so far 
been fully defi ned as a concept. There exists a norm, 
s  pulated in the Federal Law ‘On the Entry into Force 
of the Land Code of the Russian Federa  on’: un  l the 
comple  on of land division, the relevant land plots are 
to be disposed of by municipali  es. In actual prac  ce, 
this func  on is performed by district municipal offi  ces. 
However, if they are not real owners of the land, how 
high will be the probability of their disposing of those 
plots with maximum effi  ciency? 

Thus, when making the decision that the process of 
land priva  za  on should be con  nued, one must clearly 
determine its ideology, strategy, methods, and under-
stand why this priva  za  on is actually needed, so that 
goals would not be confused with the means employed 
in their achievement. Priva  za  on is a means of achiev-
ing a certain goal, and not a goal per se. In this connec-
 on it should be borne in mind that the mechanisms 

of priva  za  on must be geared to a variety of cases, 
for example: (1) land has not been allo  ed to anyone, 
(2) land has been allo  ed to certain users, who already 
enjoy certain rights to the relevant land plot, (3) land 
has been allo  ed and is actually being used, but the 
transfer of the right to a land plot has not been properly 
formalized by the owner (the government), and so on. 
All these cases in the ‘so on’ category must be iden  fi ed 
in the course of priva  za  on, and adequate solu  ons 
provided to each of them. So, the process must be prop-
erly monitored. It is this spectrum of various cases that 
must serve as a base for developing priva  za  on mech-
anisms acceptable for all the par  cipants, and land will 
be gradually transferred into private ownership in such 
a way that will provide adequate solu  ons at least to 
some of the exis  ng social problems. 

Besides, priva  za  on must be undertaken with due 
regard for the fact that this country has no plots ac-

tually suitable for priva  za  on: there is some land, 
but no plots in the sense determined by Ar  cle 11.1 
of the RF Land Code. At present, it is not the govern-
ment that prepares land plots to be disposed of, but 
the persons interested in their disposal. In this con-
nec  on, the selling prices or the leasing rates for the 
relevant plots does not incorporate such costs, which 
is by no means conducive to transparency in the rela-
 ons between the owner of land and the interested 

person, with all the inevitable consequences. As a rule, 
no zoning procedure is applied to lands situated be-
yond the borders of inhabited locali  es, while the Real 
Estate Cadastre and the Single State Register of Rights 
to Real Estate (SSRR) contain no indicators for deter-
mine the type of arable land and its soil value. The 
forms used in compiling these cadastres and registers 
have been elaborated simply in order to provide some 
wri  en reference to the property en   es in respect of 
which a certain right is registered, or en   es that sim-
ply need to be entered into the records. One gets the 
impression that nobody has actually given a thought 
to the issue as to what informa  on these documents 
should contain in order to provide solu  ons to some 
relevant social problems. From the available land sta-
 s  cs one can only learn how much land is currently in 

public ownership. However, it cannot be known which 
(and how much) public land is suitable for agricultural 
uses. Earlier we have already men  oned the fact that 
it is not clear which type of land ownership is mean in 
each case federal, regional or municipal. However, the 
ques  on as to how much arable land is actually owned 
by the government is by no means an idle one. Arable 
land is going to be used for housing development pro-
jects, and so it would be reasonable to designate for 
this purpose the least valuable plots, if Russia aspires 
to become a source of food grains. Below is a tenta  ve 
list of possible situa  ons, with es  mated plot sizes. 

State-owned agricultural lands not allo  ed for any-
body’s use. Such lands do exist, as demonstrated by 
the diff erence in the es  mated total area of arable 
land (220.3m ha) in this country and that of arable land 
consolidated to organiza  ons or individuals involved 
in agricultural produc  on (196.3m ha)1. However, it is 
diffi  cult to say how much of that land has not been 
granted for use to anyone, and that kind of arable land 
it is. In any case, in accordance with the RF Land Code 
this ‘unused’ land must be put on records as reserve 
land. At present, the total area of reserve land is 8.5m 
ha. However, this rule is not observed when applied to 
agricultural land. On the contrary, such land remains in 
the category of land intended for agricultural use and 
is included in the so-called ‘redistribu  on fund’. At pre-

1  As of 1 January 2012. Rosreestr [Federal Service for State Regi-
stra  on, Cadastre and Cartography]. 
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sent, this fund consists of 12m ha of arable land, part 
of which (and it is not known how much) is being used, 
by some unspecifi ed right, and it remains unknown if 
that right is recognized by the law or not.

A formal redistribu  on of agricultural land between 
diff erent categories gives rise to certain priva  za  on 
specifi ci  es. Lands from the redistribu  on fund (be-
longing to the category ‘Lands of Agricultural Designa-
 on’) must be priva  zed only on the basis of provisions 

s  pulated in the Federal Law ‘On Turnover of Lands of 
Agricultural Designa  on’ – that is, via an auc  on and 
without any preferences for any par  cipants. However, 
the exis  ng Federal Law ‘On Peasant (Farming) Enter-
prises’ allows free-of-charge allotment of land without 
an auc  on. This gives rise to the ques  on: ‘Will land 
priva  za  on take the course towards protec  ng, fi rst 
of all, the interests of farmers?’ 

Besides, the plots of land designated for agricul-
tural use are subject to restric  ons (if only formally) 
imposed on the size of plots to be created as a result 
of priva  za  on, as well as on the possibility of their 
transfer to foreigners and foreign companies. No such 
restric  ons are applied to other categories of land. It is 
interes  ng that these restric  ons – on the size of plots 
and their transfer to foreigners – are applied both to 
agricultural land and plots of land designated for agri-
cultural use but without true agricultural value. At the 
same  me, no restric  ons concerning the size of plots 
created as a result of priva  za  on and their use by for-
eigners are established with regard to agricultural land 
belonging to other land categories. In other words, 
it is necessary to eliminate the exis  ng discrepancies 
between the laws and establish similar procedures for 
land plot priva  za  on and sale in respect of agricul-
tural lands belonging to diff erent land categories, with 
the excep  on of land situated in the territory of inhab-
ited locali  es, where agricultural use is not a priority. 

Land redistribu  on funds. These consist of 46m ha, 
including 12m ha of agricultural land. These funds were 
created in the early 1990s on the basis of land former-
ly belonging to collec  ve and state farms in order to 
provide land to new farmers and co-ops. According to 
the rules that so far have not been abolished, the legal 
successors of reorganized collec  ve and state farms 
could con  nue to use that land un  l the moment 
when it would be needed by a new farmer or organiza-
 on1. However, at present these users are not granted 

any preference in an event of sale or lease of relevant 
land plots. On the contrary, they are threatened with 
sanc  ons for unlawful land takeover. Evidently, the un-
occupied land included in the fund can be priva  zed 

1  Temporary Provision on the Procedure for Crea  ng Land Re-
distribu  on Funds. Council of Ministers of the RSFSR, 29 January 
1992, No 32-10/82. 

in the same procedure as the land in public ownership 
that has not been allo  ed to anybody. As for the land 
plots being used on the basis of documents issued in 
the early 1990s, preference should be granted to those 
users who are now using these plots openly and hon-
estly. 

There exist agricultural lands in public ownership 
that have been granted to organiza  ons for perma-
nent (in perpetuity) use. As of 1 January 2012, the area 
granted to organiza  ons registered by Rosstat as agri-
cultural producers amounted to more than 167m ha. 
This land consists of arable land actually used by state 
agricultural companies, plots occupied by their nu-
merous buildings and structures, their private roads, 
and some swamp areas. Their land use rights are o  en 
very complicated. Thus, some  mes a land plot is used 
by a fi eld study center of an agricultural higher edu-
ca  onal establishment (HEE) or a research ins  tute of 
the Russian Agricultural Academy, while offi  cially it is 
assigned to the HEE or the research ins  tute itself. It 
is obvious that, prior to being priva  zed, the right of 
use should be registered in accordance with the actual 
use of relevant plots, and priva  za  on must be accom-
plished in such a way that private organiza  on could 
be interested in providing their facili  es for student 
fi eld studies or scien  fi c research. 

The total area of non-agricultural plots granted by 
the right of permanent (or in perpetuity) land use to 
private agricultural organiza  ons (as well as other le-
gal en   es) is considerable, but its size in hectares in 
unknown. Since 2001, the government has been trying, 
without success, to sell or lease out that land to po-
ten  al users. However, the exis  ng ins  tu  ons make it 
diffi  cult to properly formalize the transfer of each land 
plot in the form of buyout or leasing. In this case, bad 
ins  tu  ons make a good job in the eyes of the govern-
ment. If suddenly it were to become very easy to lease 
or buy out a plot of land, the users would have go  en 
rid of some of their plots (non-usable, infer  le, without 
easy access by road). This would have meant less tax-
generated revenue and less rental payments for the lo-
cal budget. It is unlikely that such plots sca  ered among 
other land plots used by other owners might be needed 
by anybody else for any other purpose. Evidently, the 
mechanisms of priva  za  on must be adapted with all 
these circumstances in view, in order to minimize the 
risk of crea  ng such unwanted land plots. 

There are instances when the right of use in respect 
of land plots occupied by buildings has never been for-
mally granted by the State to the owners or users of 
those buildings. For example, it may be so that, in a fi eld 
study center, the building is federal property, while the 
right of use to the land plot on which it is situated is 
not granted to anyone. There is a special decree that 
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plots in federal ownership must be leased out. Prefe-
ren  al leasing condi  ons are envisaged for land plots 
of agricultural designa  on (outside of the borders of 
populated locali  es) and agricultural lands (inside the 
territories of inhabited locali  es) in an event of renew-
al of the right of for permanent (in perpetuity) use of 
land. However, in cases when (1) no renewal of right of 
use takes place because formally such right has even 
been granted with regard to a given land plot used by 
a fi eld study center, (2) a plot is situated within the 
borders of an inhabited locality where no zoning has 
been conducted, and no zone for agricultural use is de-
signated, no preferences can be granted. The amount 
of lease rental is determined without taking in account 
the fact the buildings are kept on the balance sheet of 
an agricultural organiza  on. As shown by exis  ng prac-
 ces, the lessee may smoothly progress into the state 

of bankruptcy due to inability to pay rental out of ag-
ricultural proceeds1. Similarly, there is no mechanism 
whereby land can be priva  zed if a FSUE has been pri-
va  zed, and its building is going to be sold. If it is sold 
similarly to the current prac  ce of leasing agricultural 
organiza  ons, it is clear that the FSUE can be bought 
by anyone except an agricultural producer: their busi-
ness simple cannot generate enough income for them 
to buy out an offi  ce building. Evidently, if an FSUE is 
priva  zed for purposes other than the liquida  on of a 
given business, the exis  ng approach to land leasing, 
and then those to priva  za  on must be revised.

If we look at exis  ng world priva  za  on prac  ces, in 
the developed countries, for example in the USA, the 
cul  vated agricultural land is almost 100% private. But 
this situa  on has been emerging gradually. There are 
also newer examples of priva  za  on of public lands in 
Germany. There, a special body was created more than 
two decades ago to tackle the issue of priva  za  on of 
land that had not been included in the res  tu  on pro-
gram. This is a very slow process, land is transferred se-
lec  vely and gradually. Both in the USA nearly two cen-
turies ago and in Germany at present, land de signated 
for agricultural use is at fi rst transferred under a lease 
agreement. And only when it is recognized that a given 
land plot is indeed being used by the lessee and nobody 
else, and as declared, it is transferred into ownership 
(sold) – that is, agricultural land is handed over to an 
agricultural producer. In Germany, a strictly limited 
amount of publicly owned land is off ered for sale – no 
more than 20,000 ha of arable land per annum. In this 
connec  on, only part of that land is sold at a market 
price; preferen  al right belongs to long-term lease by 

1  Shagaida N. I. Zachem gory bumag, instruktsii, esli vse naper-
ekosiak? [Why the mountains of papers, instruc  ons are need-
ed if everything goes astray?] h  p://www.agronews.ru/news/
detail/125862/?sphrase_id=241396

an agricultural producer, with the right to subsequently 
buy out the relevant plot at a reduced price. The buyer 
is subject to restric  ons: land cannot be bought if, as a 
result of such a transac  on, the share of his own land is 
going to exceed 50% of the total area of his cul  vated 
land2. The buyer must refund the diff erence between 
the price of land paid to the government and its subse-
quent selling price if the relevant land plot is sold less 
than 20 years a  er its acquisi  on. The buyer cannot 
purchase more than 140 ha of land. The selling prices 
of land sold to the lessee by the government is deter-
mined not on the basis of current market prices, but 
on the poten  al crop yield. That is, land priva  za  on is 
implemented with a view towards preserving the exist-
ing structure of Germany’s agriculture and making land 
accessible to agricultural producers and nobody else, 
while at the same  me preven  ng any addi  onal pres-
sure on the agricultural land market. 

By way of summing up, it can be said that, in order 
to adequately accomplish land priva  za  on in Russia, 
it would be reasonable fi rst to complete the process 
of land division between the federal government, RF 
subjects and municipali  es. The exis  ng incen  ves are 
insuffi  cient for speeding up that process. Evidently it 
will be worthwhile to offi  cially set the deadline for the 
Federa  on and its subject to properly register their 
right to each relevant land plot. Then, a  er the expiry 
of the established period, it will be feasible to grant to 
municipali  es the right to register their rights to those 
land plots which, by their indicia of ownership, can-
not be defi ned as federal or RF subject’s property. For 
simplicity’s sake, it would be useful also to introduce 
special cadastral registra  on rules for such plots, bear-
ing in mind that the full scope of documenta  on with 
full descrip  on of their boundaries will be drawn up 
later, at the stage of disposing of the plots.

Prior to the priva  za  on of unclaimed plots of land 
it will be feasible to complete the zoning of territories 
and determine the permi  ed types of land use with due 
regard for the long-term development plans of the rele-
vant territories (subordinated to rural se  lement and 
district municipal offi  ces). It is necessary to change the 
a   tude to territorial planning only as to an instrument 
for construc  on development, and treat it instead as a 
founda  on for the comprehensive mul  -sectoral me-
dium-term development of territory infrastructure, ex-
pansion of the exis  ng urban area and crea  on of new 
ones – within a period of 8–10 years. Territorial planning 
can help to be  er understand the need for addi  onal 

2  Such a transac  on poses a threat to the exis  ng agrarian 
structure, because the share of a farmer’s own land in the old ag-
ricultural plots amounts to no more than 50%. So, the transac  ons 
crea  ng a similar property structure in the new land plots are also 
approved. 
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land in order to expand the inhabited locali  es to suit 
their residents, and to es  mate the opportuni  es for 
planning recrea  on areas for city residents in conjunc-
 on with the development of their transport and social 

infrastructure. It would be useful to adopt a methodo-
logy for determining the category of least valuable ar-
able land on the basis of soil proper  es and plot sizes1. 
On the basis of their valua  on and with due regards for 
construc  on projects, it is feasible to designate those 
areas of agricultural land that can be built over with the 
least nega  ve impact on agricultural produc  on. From 
the point of view of economics, it is most reasonable 
to form land plots designated for diff erent uses prior to 
their priva  za  on. Otherwise the margin between the 
price of land plot designated for agricultural use and 
that of the plot designated for construc  on develop-
ment will be illegally appropriated by government of-
fi cials and the intermediaries lobbying for the adop  on 
of most suitable government decisions concerning the 
category and permi  ed use of a given plot. However, 
if during the process of priva  za  on the relevant land 
plots are off ered for sale a  er their permi  ed use has 
already been determined or, be  er s  ll, with the rules 
for their construc  on development already elaborated, 
the en  re amount of the resul  ng income will be trans-
ferred as revenue to the relevant budget, the buyer will 
be spared the unoffi  cial cost of lobbying for the neces-
sary decision to be made, and the territory will be de-
veloped in accordance with the established territorial 
planning projects. The more ‘in-depth’ the prepara  on 
phase preceding the transfer of a land plot to the end 
consumer – an individual homeowner, a construc  on 
company planning to erect a residen  al building or 
trade center, and other en   es included in a territory 
development plan – the higher the amount of money 
transferred via transparent channels to the budget (and 
the lower the cost of residen  al construc  on).

As for the land plots earmarked ‘for agricultural 
use’, it is feasible to map them within the already exis-
 ng natural or ar  fi cial boundaries. The bigger the 

land plot the lower the probability that it can actually 
be obtained by a farmer. So, in order to support small 
businesses, it is necessary to form compact land plots 
and allot them free of charge to new farmers in accor-
dance with the procedures s  pulated in the Federal 
Law ‘On Peasant (Farming) Enterprises’. If farmers de-

1  In US prac  ces, on the contrary, valuable and most valuable 
lands are dis  nguished. Valuable land is understood as currently 
cul  vated land plots (for growing grains, industrial crops, etc.) or 
those that can be used for such agricultural purposes due to their 
soil proper  es. Most valuable land is understood as land plots used 
for growing plants that are na  ve to a certain limited area (citrus, 
tea, etc.). In Russia, it is possible to defi ne as most valuable land 
the plots occupied by the fi eld study facili  es of HSEs and research 
ins  tutes. 

sire to obtain more land in excess of the established 
norm, they can buy it elsewhere and pay for it. Priva  -
za  on of plots for agricultural uses, as shown by the 
experience of Germany, is feasible only through the 
phase of leasing. If three years later it becomes ob-
vious that a land plot’s fer  lity has not deteriorated2, 
and the lessee is using the plot for agricultural purpos-
es, its buyout can be permi  ed3. 

In the instances of priva  za  on of agricultural land 
from the land redistribu  on fund, when it is used 
openly and honestly by the legal successors of former 
collec  ve and state farms, these en   es should be 
granted a preferen  al right of buyout of the relevant 
land plots. 

In both cases, the selling price of land plots must be 
coordinated with the income that can be derived as a re-
sult of their use for agricultural produc  on. In this con-
nec  on, restric  ons can be imposed on the total area of 
land to be acquired, in order to avoid the concentra  on 
of a lot of land in one owner’s hands. Besides, it is feasi-
ble to add the requirement for the buyer to refund the 
diff erence between the price of land paid to the govern-
ment at the moment of acquisi  on and its subsequent 
selling price, if the relevant land plot is sold less than 
20 years a  er its acquisi  on. In order to accomplish all 
this, it will be necessary to adopt a government decree 
on priva  za  on of land plots in public ownership, repre-
sen  ng a specifi c type of property. 

The forma  on of land plots for subsequent sale will 
require the alloca  on of substan  al amounts of mon-
ey; in the case of agricultural land, the money will be 
allocated in the main from municipal budgets, because 
the bulk of the plots, in accordance with their formal 
indicia, will be transferred into municipal ownership. 
Due to the specifi city of Russia’s tax system, municipal-
i  es – especially rural ones – will not be able to aff ord 
these expenses. In this connec  on, it will be necessary 
to envisage the possibility of transfers from the federal 
budget to cover the subsidizing of municipali  es in or-
der to enable them to determine  the boundaries of 
public land plots and prepare them for priva  za  on. 
The resul  ng budget losses can be covered by the rev-
enue generated by the lease and sale of the already 
prepared land plots. Evidently, it will also be necessary 
to legally se  le the issue of gran  ng subsidies from 
the federal or regional budgets and that of their sub-

2  At present, land fer  lity monitoring is envisaged in the State 
Program for Development of Agriculture and Regula  on of Mar-
kets for Agricultural products, Raw Materials and Food Markets 
Regula  on in 2013–2020.
3  The possibility of buying off  a leased land plot a  er a period 
of 3 years is already envisaged by the Federal Law ‘On Turnover 
of Lands of Agricultural Designa  on’, but as far as priva  za  on of 
agricultural land is concerned, there is no requirement of a manda-
tory period of lease of a land plot prior to its purchase. 
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sequent compensa  on by revenue from their lease or 
sale. 

To speed up the process of renewal of the right 
of permanent (unlimited) land use, it will be feasi-
ble to introduce the mechanism of transforming it 
into the right of lease, without any expenses for the 
use r. In this connec  on, for a period of 3–5 years, the 
amount of rental must be kept at the same level as 
that of land tax. To create incen  ves for land plots to 
be bought out, the lease rate may, later on, be raised. 
To minimize the risk that some land plots, unsuitable 
for any uses, that have been held by the right of per-
manent (unlimited) land use since the 1990s, might 
be rejected by poten  al buyers, incen  ves like their 
sale as part of bigger land plots sold in bulk, with-
out specifi c subdivision of their boundaries, can be 
introduced. By applying this approach, priva  za  on 
can be accomplished very quickly. At some later date, 
the land owner may need to undertake land subdivi-
sion in order to mortgage or sell some of the land, 
formally register the right of ownership to part of the 
bigger plot, etc. 

A special procedure is also needed for priva  za  on 
of FSUEs, as a result of which the new owner will be 
granted the right of ownership to a relevant land plot.

Our incomplete overview of the specifi c cases and 
possible approaches to land priva  za  on points to 
the necessity of a lot of  me-consuming, systema  c 
work. It is needed in order to generate more revenue 
for the budget from the sale of land plots, or to lower 
the exis  ng barriers – for example those preven  ng 
individuals from building their homes at an aff or dable 
cost. Besides, it is necessary to remove unnecessary 
barriers that prevent agricultural producers from easy 

acquisi  on of more land for cul  va  on, to introduce 
some be  er-defi ned systems of land use and land 
ownership applicable to those plots the right of use 
to which has already been granted, and so on. How-
ever, Russia s  ll lacks a separate government agency 
for performing such func  ons (management of the 
public land fund, systema  c land priva  za  on, etc.). 
The staff  of the RF Federal Agency for State Property 
Management (Rosimushchestvo) and the municipal 
property management bodies alone cannot tackle 
this task, because it is too small and overburdened 
with other du  es. 

The prac  ce of mass-scale land priva  za  on in the 
fi eld of agriculture has shown that its success depends 
on the actual organiza  on of the priva  za  on pro-
cess – well-defi ned goals, the presence of a special 
agency dedicated to the achievement of those goals, 
etc. Although the discussion as to whether priva  za-
 on in agriculture was done rightly or not has been 

going on for many years, one can hardly deny the fact 
that the State Commi  ee of the Russian Federa  on for 
Land Resources and Land Management (Roskomzem) 
successfully accomplished the task assigned to it: over 
the period of 3 years, it transferred more than 124m ha 
of agricultural land into individual ownership. La  er 
a  empts at priva  za  on, for example the duty to buy 
out or lease the land plots in the course of renewal 
of the right of permanent (unlimited) use (introduced 
from 2001), were unsuccessful. In this connec  on, it is 
altogether unreasonable to raise the land priva  za  on 
issue un  l its goals are made clear, its mechanisms 
and risks are properly considered, and a special body 
for managing the available land resources across the 
country is created.  
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ADVANCED MANUFACTURING TECHNOLOGIES:
RUSSIA’S PLACE

I.Dezhina

The development trends in advanced manufacturing 
technologies (some  mes they are called “explosive” or 
“breaking-through”, thus emphasizing that they change 
drama  cally rather than enhance the en  re produc  on 
pa  ern) have received an extensive coverage both in 
developing and developed countries. There is a reason 
for their being in the spotlight. Advanced manufactur-
ing technologies help create new markets and en  re 
industries, facilitate growth in labor produc  vity, en-
hance compe   on. Addi  onally, they are o  en linked 
with the incep  on of a new economic order, because 
they result in mass produc  on phase down, customi-
za  on of goods, lesser dependence upon cheap labor 
force, while evolving digital technologies ensure linkage 
between manufacturing processes. From the technical 
point of view, new manufacturing technologies are fi rst 
of all associated with 3D prin  ng, internet of things, 
new materials, robotechnics1. New manufacturing tech-
nologies can be be  er defi ned as a sum of competen-
cies rather than a list of cri  cal technologies. This is the 
reason why they are regulated through measures not 
only within the industrial policy, but also innova  on, re-
search and educa  onal policies. 

Localiza  on, i.e., localiza  on of new manufactur-
ing facili  es next to development and design centers, 
approxima  on of research and design departments to 
manufacturing facili  es, is in close rela  onship with the 
concept of advanced manufacturing technologies. This 
is especially typical of the United States which has lost 
one third of its industrial produc  on over the recent 
decade because of migra  on of manufacturing facili  es 
to other countries. This is being regarded as a threat 
to the na  onal security and, therefore, the localiza  on 
task was assigned and emphasis placed on crea  ng 
new ins  tu  ons (regional hubs) engaged in the deve-

1  See, e.g., sec  on “Advanced Manufacturing” in MIT Tech-
nology Review: 2013 Emerging Trends Report. Special Issue. MIT 
Technology Review. Open Innova  ons Forum and Exhibi  on. 2013. 
P.  51–60. 

lopment and prototyping2 which should be coordinated 
within a network. 

The countries whose government is being ac  vely 
engaged in developing measures of support to new 
manufacturing technologies have diff erent reasons for 
being focus of a  en  on. For instance, Germany consi-
ders itself the global leader in manufacturing of industrial 
equipment and therefore the incen  ve to the develop-
ment, i.e., increasing compe   on with the United States, 
India, and China. Consequently, it is the streamlining of 
processes (standa  za  on, organiza  on of work, training) 
and legal and regulatory framework rather than the crea-
 on of new en   es3 that is intended to be supported. 

At the same  me, China is facing the issue of growing 
labor costs and, therefore, the development of advanced 
manufacturing technologies is considered as a means of 
solu  on. Consequently, the policy is focused on techno-
logies designed to reduce the dependence on labor force. 

New manufacturing technologies, regardless of dif-
ferent mo  ves, are in a certain manner defi ned areas 
of research and development with a certain level of 
itemiza  on (Table 1). For instance, experts in the United 
States ini  ally iden  fi ed 11 key areas which were sub-
sequently itemized up to 135 technologies iden  fi ed 
through crowdsourcing4 in which only private sector 
representa  ves were invited to par  cipate5. 

2  Prototyping is referred to dra   realiza  on of the core func  on-
ality for analyzing the performance of the en  re system. A working 
system (it may be ineff ec  ve, with errors, and incomplete) is created 
by small eff orts at the stage of prototyping. The stage of prototyp-
ing must be followed by stages of revising the system’s architecture, 
development, realiza  on and tes  ng the end product.
3  Securing the future of German manufacturing industry. 
Recom menda  ons for implemen  ng the strategic ini  a  ve IN-
DUSTRIE 4.0. Final report of the Industrie 4.0 Working Group. 
Forschungsunion, Acatech. April 2013.
4  Crowdsourcing is referred to the prac  ce of receiving required 
services, ideas or content by way of applying for assistance to large 
group of people, especially the on-line community rather than 
common personnel or suppliers. 
5  Request for Informa  on: Response Summary for the Na  onal 
Network for Manufacturing Innova  on. Ed. By Mike Molnar. NIST, 

The development of advanced manufacturing technologies is to become a new trend at the intersec  on of research, 
technological and industrial policy. The United States, a few EU countries, and China are leading on the development 
of new measures and approaches in this fi eld. It was not un  l recently that the issues of “new industrializa  on” have 
been extensively discussed in Russia. All related areas such as science, technological development, and public ad-
ministra  on are facing problems. Nevertheless, the research and technological sector has gained experience which 
may be used, subject to some adjustments though, to help Russia embed into new technological niches.



ADVANCED MANUFACTURING TECHNOLOGIES

43

Russia is considered nothing but an emerging mar-
ket for new products in strategic documents of the 
countries leading in the development of advanced 
manufacturing technologies. Indeed, since 2010 Rus-
sia has been expanding the purchase of manufactur-
ing equipment and is expected to remain a key im-
porter1. 

Furthermore, Russia is assumed to be able to fi nd 
its own niche for development. The assump  on is 
based on the exis  ng successful ventures in mathe-
ma  cal simula  on and development of new materials. 
Some experts consider biomedicine and IT as poten-
 ally bene fi cial trends for Russia. Russia’s develop-

ment horizon agrees with the global one on the core 
trends of the development of advanced manufacturing 
technologies, save for fl exible manufacturing (global 
trends are a decade ahead of Russia), and android ro-
bots (Russia is not listed in the technology map un  l 
2030), based on an op  mis  c forecast of the Center 
for Macroeconomic Analysis and Short-Term Forecast-
ing (CMASF)2 (Table 2). 

August 2013. P.3. h  p://www.manufacturing.gov/docs/rfi _sum-
mary.pdf 
1  Securing the future of German manufacturing industry. Rec-
ommenda  ons for implemen  ng the strategic ini  a  ve INDUSTRIE 
4.0. Final report of the Industrie 4.0 Working Group. Forschung-
sunion, Acatech. April 2013. Р.69. 
2  Центр макроэкономического анализа и краткосрочного 
прогнозирования [The Center for Macroeconomic Analysis and 
Short-Term Forecas  ng (CMASF)]. h  p://www.forecast.ru/ 

Table 2 
MANUFACTURING TECHNOLOGIES DEVELOPMENT 

OUTLOOKS: RUSSIA AND THE WORLD 

Technology develop-
ment horizon

un  l 
2015

un  l 
2020

un  l 
2030

Composite materials
the 

world, 
Russia

Enhancing fl exibility of 
manufacturing lines

the 
world Russia

3D designing technologies
the 

world, 
Russia

Internet of things
the 

world, 
Russia 

Industrial produc  on 
of carbon nanotubes

the 
world, 
Russia  

Androids the 
world

Source: Мониторинг и анализ технологического развития 
России и мира, №3, октябрь 2013 г. М.: ЦМАКП, 2013 [Monitor-
ing and analysis of the technological development in Russia and the 
world, No. 3, October 2013. M.: CMASF, 2013 ]. h  p://www.fore-
cast.ru/_ARCHIVE/HT_Mons/2013/2013_q3.pdf

Russia, however, has no at least provisional, coordi-
nated list of priori  es in this fi eld, let alone industrial 
companies crowdsourcing, Nevertheless, the Russian 

Table 1 
SAMPLES OF PRIORITIES IN ADVANCED MANUFACTURING TECHNOLOGIES 

The European Union U.S.A. China   
• New manufacturing processes 
• Adap  ve and “smart” 

manufacturing systems 
• Digital, virtual and resource 

effi  cient manufacturing 
• Mobile and collaborat-

ing enterprises (network 
manufacturing and dynamic 
manufacturing chains) 

• “Human-centric” produc  on 
• Customer-oriented produc  on  

• Sensors, process measurement and control 
• Modern design materials, synthe-

sis and processing technologies 
• Visualiza  on, informa  cs and digi-

tal produc  on technologies 
• Sustainable manufacturing 
• Manufacturing nanotechnologies 
• Flexible electronics produc  on 
• Manufacturing biotechnologies and bioinforma  cs 
• 3D prin  ng 
• State-of-the-art produc  on and equip-

ment for tes  ng (quality control) 
• Industrial robo  cs 
• State-of-the-art fabrica  on and in-

terconnec  on technologies  

• New genera  on IТ-industry 
• Bioengineering 
• High-performance 

manufacturing technolo-
gies and equipment 

• Up-to-date materials 
• Sensors 
• “Smart technologies” 
•    

Sources: Factories of the Future PPP. FoF 2020 Roadmap. Consulta  on document. h  p://www.eff ra.eu/a  achments/ar  cle/335/Fo-
FRoadmap2020_Consulta  onDocument_120706_1.pdf; Report to the President on Capturing Domes  c Compe   ve Advantage in Ad-
vanced Manufacturing. Execu  ve Offi  ce of the President. President’s Council of Advisors on Science and Technology. July 2012. h  p://www.
whitehouse.gov/sites/default/fi les/microsites/ostp/pcast_amp_steering_commi  ee_report_fi nal_july_17_2012.pdf; Княгинин В.Н. 
Ос новные тренды в новом поколении производственных технологий. Материалы к выступлению на расширенном заседании 
рабочей группы Экономического совета при Президенте РФ по направлению «Отраслевая и инфраструктурная политика». 
Москва, 10.06.2013 г. [Knyaginin V. N. Principal trends in the new genera  on of manufacturing technologies. Materials for a report at an 
enlarged session of the work group of the Presiden  al Economic Council on the ‘Sector and Infrastructure Policy’, Moscow, June 10, 2013]
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Government’s interest in this has been increasing1. Ad-
vanced manufacturing technologies have so far been 
considered within narrow bounds of the industrial policy 
or targeted measures. For instance, the development of 
engineering2 with a focus on crea  ng university-based 
centers3 has since recently been given a hypertrophic 
a  en  on. This is not enough, because higher educa-
 onal ins  tu  ons have no competence to establish in-

house full-cycle produc  on centers, beginning with en-
gineering and ending with the end product promo  on. 
Addi  onally, tools related to promo  ng rela  onship 
between the science and its prac  cal applica  ons have 
been le   outside the context under discussion. 

However, regula  on of the development of new 
manufacturing technologies is considered largely within 
the scien  fi c and innova  on policy in other countries. 
From there proceed support measures which countries 
choose. The following key trends of changes can be dis-
 nguished: 

1. Technological priori  es turn into a point of refe-
rence, without being subject to strict fi nancing accord-
ing to underlined themes (technologies). They are iden-
 fi ed not only through a  specially arranged  exper  se 

or forecast research, but also crowdsourcing. Such pri-
ori  es are  intended to conduct a follow-up monitoring 
of the development, rather than being used for struc-
turing programs or centers. 

2. Consor  ums  have since recently been gaining 
popularity as a most common form of suppor  ng the  
development of new manufacturing technologies. The 
consist of companies, universi  es,  regional govern-
ment authori  es, service and consul  ng organiza  ons. 
Industry  plays the leading role, although fi nancing is 
provided but is not limited  to the federal budget. It is 
companies that provide co-fi nancing which normally ac-
counts for more than a half of the total budget of con-
sor  ums. 

The following specifi c features of consor  ums are 
worth men  oning: 

1  Горбатова А. Технологические метаморфозы. 17.01.2014 г. 
[Gorbatova A. Technological metamorphoses. January 17, 2014. ] 
h  p://www.strf.ru/material.aspx?CatalogId=222&d_no=73040#.
Ut1iHSdfrIU
2  It is reasonable in part, because the Ministry of Industry and 
Trade reports that only 2% of Russian companies use engineering. 
Source: А. Лабыкин. Промышленное послезавтра // Эксперт 
Online. 17.01.2014 г. [Labykin A. An industrial day a  er tomorrow 
// Expert Online. January 17, 2014 ] h  p://expert.ru/2014/01/17/
promyishlennoe-poslezavtra/ 
3  A compe   on among higher educa  on ins  tu  ons was held 
in 2013 and 11 winners were selected for the establishment of 
engineering centers. Sources:. Отобраны проекты по созданию 
инжиниринговых центров в российских вузах. 21.10.2013 г. [Pro-
jects on the establishment of engineering centers in Russian high-
er educa  on ins  tu  ons have been selected. October 21, 2013.] 
h  p://www.strf.ru/material.aspx?CatalogId=221&d_no=70310#.
UuFUjP  rIU; h  p://минобрнауки.рф/новости/3719 

• Focus on prototyping and expansion of produc-
 on. 

• Network-based type of interac  on. 
• Mandatory partnership with research and edu-

ca  onal ins  tu  ons. 
• Open-end ac  vity: consor  ums are assumed to 

con  nue their ac  vity a  er budget fi nancing is discon-
 nued. 

Examples are found in the Ins  tu  ons established 
within the framework of the Na  onal Network  for 
Manufacturing Innova  on (NNMI) in the United States, 
Factories of the Future which are fi nanced in the EU on 
the basis of public-private partnership  ,  as  well as Cata-
pult Centers in Great Britain . 

3. Diagnos  c monitoring (or diagnos  c follow-up)  
is conducted during the implementa  on of ini  a  ves. 
The key objec  ve of the monitoring is to detect issues 
and work out  solu  ons to address them, rather than  
assess the accomplishment of previously  formulated 
goals.  

Russia has gained a  certain experience in implement-
ing the ini  a  ves which may facilitate the establishment 
of consor  ums in the fi eld of advanced manufacturing 
technologies. A program  of megaprojects – paramount 
na  onwide innova  on projects  – was ini  ated as the 
fi rst experience in 2002.  These were major projects im-
plemented by teams consis  ng of researchers and rep-
resenta  ves from the business community. The projects 
were designed to address the key issues  of compe   ve-
ness, including manufacturing costs reduc  on through 
cost-eff ec  ve use of resources. Megaprojects were se-
lected largely on the basis of consensus between  the 
researchers and representa  ves of the business com-
munity while their extrabudgetary  fi nancing should 
account for 60%. The megaprojects proved budget effi  -
cient on the basis  of formal indicators, although there is 
no system in place to measure their performance. This  
experience, including project monitoring, may be re-
vised in the context of being used for the development  
of advanced manufacturing technologies

Technological pla  orms is a second poten  al tool 
though which companies can be mobilized to iden  fy 
cri  cal areas required for the development of advanced 
manufacturing technologies. In addi  on, the European 
experience in the fi eld of technological pla  orms shows 
that they may evolve to consor  ums with large compa-
nies as leaders. 

However, problem aspects are s  ll prevailing, both in 
science and innova  ons. First, Thomson Reuters pub-
lished a review in 2013, in which Russia was not listed 
in the group of leaders in none of the 100 most prom-
ising areas of research4. Second, it is not un  l recently 

4  C. King, D. Pendlebury. Research Fronts 2013. 100 top-ranked 
special  es in the sciences and social sciences. Thomson Reu-
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that Russia has just started to discuss the importance 
of transdisciplinarity, whilst the world is transi  ng to 
transdisciplinary research which form the basis of the 
development of most advanced technologies1. 

The principles of state-fi nanced support of the deve-
lopment of technologies should be subject to a serious 
adjustment too: it is fi nancing of the produc  on of new 
samples rather than a system-wide upgrade of techno-

ters. April 2013. h  p://img.en25.com/Web/ThomsonReutersSci-
ence/1002571.pdf
1  Под transdisciplinarity is referred to elimina  ng borders be-
tween stand-alone disciplines, integra  ng methods of diff erent 
disciplines, emerging of hybrid research areas which, in par  cu-
lar, may facilitate the solu  on of technically and technologically 
complicated problems. Source: E. Balcerak. Report Calls for “Trans-
disciplinary” Research and Collabora  on Between Academia and 
Industry // Eos, Transac  onal American Geophysical Union, Vol. 
94, No. 20, 14 May 2013. Р.183. h  p://onlinelibrary.wiley.com/
doi/10.1002/2013EO200003/pdf

logies2 that has been in place so far. Moreover, the cur-
rent policy of “forcing into innova  ons” in the absence 
of economic demand for innova  ons is rather having an 
adverse eff ect too. This is why the exis  ng constraints, 
including the situa  on with human resources in the 
Russian science, should be taken into account in estab-
lishing a strategy and measures of the development of 
advanced manufacturing technologies.  

2  Княгинин В.Н. Основные тренды в новом поколении 
производственных технологий. Материалы к выступлению 
на расширенном заседании рабочей группы Экономического 
совета при Президенте РФ по направлению «Отраслевая и 
инфраструктурная политика». Москва, 10.06.2013 г. [Knyag-
inin V. N. Key trends in the new genera  on of manufacturing tech-
nologies. Materials for a report at an enlarged session of the work 
group of the Presiden  al Economic Council on the ‘Sector and In-
frastructure Policy’. Moscow, June 10, 2013. ]
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RUSSIA’S TRADING PARTNERS: 100 YEARS AFTER
A.Pakhomov

1From a prac  cal point of view, the dynamics of 
the geographical distribu  on of Russia’s foreign trade 
is a very promising research direc  on. In 1913, the 
list of 12 largest trading partners of Imperial Rus-
sia comprised Germany, the United Kingdom, the 
Netherlands, France, Finland, China, Persia, Austria-
Hungary, the USA, Italy, Belgium and Turkey, which 
accounted for more than 80% of her goods turnover 
(Table 1)2. 

It is noteworthy that today, 100 years a  er (!), 
9 countries of the 1913 list remain Russia’s largest trad-
ing partners in the far abroad (Persia, Austria-Hungary 
and Belgium having le   their ranks) (Table 2)3. The 
countries dropped from the ranks of Russia’s major 
trading partners, were replaced, in the 2013 list, by Ja-
pan, South Korea and Poland (in 1913, Poland was part 
of the Russian Empire’s customs territory). However, 
as a rule, a country’s long-term economic develop-
ment implies qualita  ve changes in the foreign trade 
sector of its economy and, correspondingly, a diversi-
fi ca  on of the geographical distribu  on of that coun-
try’s foreign trade. 

1  See, for example, S.V. Smirnov, Dinamika promyshlennogo 
proizvodstva i ekonomicheskii tsikl v SSSR i Rossii, 1861-2012 [The 
Dynamics of Industrial Produc  on and the Economic Cycle in the 
USSR and Russia, 1861-2012]. Preprint. Moscow: ID VShE [Higher 
School of Economics Publishing House], 2012; the electronic re-
source Dinamika ekonomicheskogo i sotsial’nogo razvi  ya Rossii 
v XIX – nachale XX veka [The Dynamics of Russia’s Economic and 
Social Development in the 19th and Early 20th Centuries]. Moscow: 
The History Department of the M.V. Lomonosov Moscow State 
University, 2010-2011 (project manager – L.I. Borodkin). 
2  Es  mates are based on data contained in Vneshnyaya torgo-
vlya SSSR. Sta  s  cheskii sbornik. 1918–1966 [The Foreign Trade of 
the USSR. Sta  s  cal Data Collec  on. 1918–1966]. Moscow: Mezh-
dunarodnye otnosheniya [Interna  onal Rela  ons]. 1967. P. 233. 
Summary sta  s  cs on Russia’s foreign trade in 1909–1913 confi rm 
the represen  vity of these data. 
3  For more details, see the Federal Customs Service of Russia’s 
data for the corresponding years. 

It should be pointed out that taken together, the 
Austro-Hungarian Empire’s successor states account-
ed for 5% of the Russia’s foreign trade turnover, which 
puts them in 5th posi  on among the far-abroad trad-
ing partners of Russia. 

As far as the current Russo-Iranian commercial and 
economic rela  ons are concerned, it should be noted 
that they are heavily impacted by a number of poli  cal 
factors, including the interna  onal sanc  ons imposed 
on Iran, as well as by the lack of a reliable transporta-
 on and logis  cs infrastructure, caused by the disinte-

gra  on of the USSR4. The removal of these obstacles 
could certainly improve Iran’s ranking among the larg-
est trading partners of Russia. It would be very helpful 
in this regard if a number of large-scale contracts (in-
cluding the postponed ones) were implemented – for 
example, contracts in the fi eld of power engineering, 
including nuclear power engineering, contracts to de-
velop new North-South transport corridors, contracts 
for supply of defense and dual-purpose products, etc.5

The exis  ng situa  on in the fi eld of Russia’s foreign 
trade can be viewed either as stable or as a beaten 
path eff ect depending on one’s views as to what the 
future might bring. In many respects, this situa  on 
has resulted from the infl exible geographical distri-
bu  on of Russia’s foreign trade, determined by the 
entrenched (and frequently mono-cultural) sectoral 
makeup of her export and import transac  ons. On 
the whole, the root cause of this situa  on is the level 
of development of the Russian economy and its key 
branches. 

4  Thus, over the past fi ve years, Iran has slipped from 25th to 
almost 60th posi  on among the far-abroad trading partners of 
Russia, mainly due to a poli  cally mo  vated freeze imposed on 
Russo-Iranian bilateral rela  ons.  
5  The existence of this trend has been confi rmed by the Janu-
ary 2014 Russo-Iranian nego  a  ons designed to restore, in the 
nearest future, the previous volume of trade between the two 
countries.

During the Soviet period, Russia’s 1913 sta  s  cs were used as a reference point against which the achievements 
of the planned-administra  ve economy of the USSR were evaluated. However, the demise of the Soviet system 
has made this approach to the economic history of Russia rather obsolete and dysfunc  onal. As nature abhors 
a vacuum, economic historians have rapidly begun a quest for new approaches to that issue. In recent years, 
a number of studies have focused on analyzing the possible alterna  ve routes for Imperial Russia’s economic 
development in the early 20th century1. It can be said with confi dence that only a thorough analysis of Russia’s 
economic development over long stretches of  me can make it possible to iden  fy the key stages and the turning 
points of her economic history, and to carry out relevant interna  onal compara  ve studies.
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Thus, in 1913, agricultural products and raw ma-
terials accounted for over 55% of the Russian Em-
pire’s aggregate exports. Russia’s main export good 
was grain (11 million tons), which accounted for 
one third of her total exports. Russia’s main import 
goods were foodstuffs (including so-called colonial 
goods) and agricultural raw materials (21% of total 
imports); and textile products and raw materials 
for textiles (primarily cotton), which accounted for 
18.3% of total imports. Machinery and equipment 
imports ranked 3rd, accounting for 16.6% of Russia’s 

total imports1. It is noteworthy that 100 years later, 
Russian exports were still dominated by two types 
of goods (accounting for about 54% of Russia’s to-
tal exports) – this time, by oil (33%) and petroleum 
products (21%), while her imports were dominated 
by machinery and equipment (accounting for 48.5% 
of Russia’s total imports)2.

1  Vneshnyaya torgovlya SSSR. Sta  s  cheskii sbornik. 1918–
1966 [The Foreign Trade of the USSR. Sta  s  cal Data Collec  on. 
1918–1966]. Moscow, 1967. Pp. 236–237.
2  Data released by the Federal Customs Service of Russia.

Table 1
IMPERIAL RUSSIA’S MAIN TRADING PARTNERS 

IN 2013 MILLIONS OF RUBLES*

No Country Exports Imports Turnover Share (%) 
of goods turnover

1 Germany 355.7 512.1 867.8 38.2
2 United Kingdom 210.0 135.7 345.7 15.2
3 The Netherlands 139.1 16.8 155.9 6.9
4 France 79.1 44.7 132.8 5.9
5 Finland 43.3 40.0 83.3 3.7
6 China 22.6 59.3 81.9 3.6
7 Iran (Persia) 45.3 34.2 79.5 3.5
8 Austria-Hungary 51.2 28.0 79.2 3.5
9 USA 11.1 62.0 73.1 3.2

10 Italy 57.8 13.2 71.0 3.1
11 Belgium 50.7 7.0 57.7 2.6
12 Turkey 28.0 14.5 42.5 1.9

Total 1,192 1,078 2,270 100

* According to experts, one Russian ruble in 1913 had the purchasing power of about 900 Russian rubles in 2012. 
Source: Vneshnyaya torgovlya SSSR. Sta  s  cheskii sbornik. 1918-1966 [The Foreign Trade of the USSR. Sta  s  cal Data Collec  on. 

1918-1966]. Moscow, 1967. P. 233. 

Table 2
RUSSIA’S MAIN TRADING PARTNERS IN THE FAR ABROAD IN 2013* BILLIONS OF USD

No Country Exports Imports Turnover Share (%) of 
goods turnover

1 China 48.0 32.0 80.0 10.5
2 Netherlands 64.1 5.3 69.4 9.1
3 Germany 33.2 33.6 67.8 8.9
4 Italy 35.6 13.0 48.6 6.4
5 Japan 17.7 12.5 30.2 4.0
6 Turkey 22.8 6.5 29.3 3.8
7 USA 10.4 14.8 25.2 3.3
8 Poland 17.5 7.6 25.1 3.3
9 South Korea 13.6 9.3 22.9 3.0

10 United Kingdom 14.8 7.3 22.1 2.9
11 France 8.5 11.7 20.2 2.7
12 Finland 12.2 4.9 17.1 2.2

Total 476.5 287.1 763.6 100

* data for the fi rst 11 months of 2013.
Source: Vneshnyaya torgovlya Rossiiskoi Federatsii po osnovnym stranam i gruppam stran za yanvar’-noyabr’ 2013 [The Foreign Trade 

of the Russian Federa  on by Major Country and Group of Countries in January–November 2013], Federal Customs Service of Russia. 
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A thorough analysis indicates that, at present, the 
composi  on of Russia’s main trading partners is de-
termined not only by the general commercial and 
poli  cal situa  on and specifi c economic condi  ons 
or by any commercially important business interests, 
however crucial for forming and developing bilateral 
rela  ons they might be (on the basis of the tradi  onal 
principles of mutual complementarity or interdepen-
dence of na  onal economies). The sectoral makeup 
of Russia’s foreign trade also depends on a number of 
other noneconomic factors that facilitate or impede 
her commercial and economic rela  ons with one or 
other state. The most important of these factors are 
geographical proximity1, socio-cultural commonali  es 
and the recently emerged aspect of interac  on in the 
fi eld of technology. All these trends are typical of Rus-
sia’s trade with far-abroad and CIS countries. 

Such an approach is necessitated by the fact that 
at present, the insuffi  cient quality of Russia’s non-eco-
nomic sphere, including the quality of her trade policy, 
the structure of her export and import opera  ons, the 
quality of state support to businesses, and the qua lity 
of Russia’s transporta  on and logis  cs systems, is s  ll 
being determined by the tradi  onal factors typical of 
the Russian Empire2. As a result, the technological as-
pect is always put on the back burner, thus making it 
possible to say that, as far as the introduc  on of in-
nova  ons into foreign trade is concerned, Russia has 
remained notably dependent on developed countries. 

At present, more than half of Russia’s main trad-
ing partners (and even two-thirds, if CIS countries are 
to be taken into account) fall into the category of so-
called neighbor or coastal states. On the whole, this re-
fl ects not only these countries’ geographical proximity 

1  Geographical proximity (a distance of up to 1 thousand kilo-
meters from the state border) implies, fi rst of all, the existence of 
favorable condi  ons for reducing transporta  on costs, one of the 
main components of all commercial contracts and major economic 
projects. 
2  It is not by chance that the main source of sta  s  cal data for 
that period is en  tled Obzor vneshney torgovli Rossii po Evropei-
skoi i Aziatskoi granitsam [An Overview of Russia’s Foreign Trade 
across Her European and Asian Borders]. It was published on an 
annual basis by the Customs Revenue Collec  on Department of 
the Ministry of Finance.  

to Russia but also their social commonality therewith3. 
From this point of view, social and cultural commona-
lity can be interpreted as a sum total of historical, lin-
guis  c, ethnographic and poli  cal factors facilita  ng 
interna  onal trade. 

Bearing in mind the ongoing globaliza  on of busi-
ness and interna  onal trade rela  ons, Russian busi-
nesses should consistently solidify their posi  ons on 
the rapidly developing new markets (such as China, 
India, ASEAN countries, etc.) characterized by robust 
and, most importantly, sustainable economic growth, 
as well as by domes  c demand rising at an accelerated 
rate. In recent years, Russia’s foreign trade has seen an 
ever increasing upward trend towards Asian markets. 
Regre  ully, the main factor behind the intensifi ca  on 
of this trend has been a tradi  onal increase in Russia’s 
export of raw energy materials. 

However, most Russian businesses have so far treat-
ed emerging markets with cau  on because of the po-
li  cal and commercial risks associated with them. In 
order to minimize these risks it would be advisable for 
the State to provide targeted assistance to businesses 
engaged in various ac  vi  es overseas, in accordance 
with the specifi c situa  on in one or other country or 
region.

Eventually, the geographical diversifi ca  on and 
general op  miza  on of Russia’s foreign economic rela-
 ons will contribute to reducing the risks associated 

with constant changes in the global market situa  on 
and the corresponding rearrangement of interna  onal 
economic rela  ons. Therefore, further improvement 
of the foreign trade sector of Russia’s economy and 
further broadening of the geographic scope of her ex-
ports and imports will s  mulate an increase in the ef-
fi ciency of the whole foreign trade sector of Russia’s 
economy, and will also greatly facilitate the implemen-
ta  on of the top-priority tasks of her social and eco-
nomic development.  

3  One should also bear in mind the age-long tradi  ons, the stabil-
ity of inter-state economic links and the longevity of the business 
contacts maintained by the entrepreneurial communi  es of the 
neighbor states. The sum total of such phenomena may be under-
stood as a formal manifesta  on of the social commonality factor. 
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FEDERAL PROPERTY MANAGEMENT: FACTORS DETERMINED
BY TARGETED PROGRAMS AND BUDGET POTENTIAL
A.Radygin, G.Malginov

About a year ago, by its Regula  on of 16 Febru-
ary 2013, No 191-r, the RF Government approved 
the Government Program Federal Property Mana-
gement, which became a major landmark and infl u-
enced the en  re system of ownership rela  ons in 
this country.

This document proclaims that the government 
policy of federal property management (to be further 
elaborated by the new government program) is pursu-
ing the following goals:

• clear defi ni  on and forma  on of a complete 
set of federal property needed by federal gov-
ernment bodies and their subordinated federal 
organiza  ons in order to adequately perform 
their government func  ons;

• crea  on of an effi  cient federal property ma-
nagement system capable of crea  ng, in ac-
cordance with the func  ons assigned to federal 
government bodies, appropriate mechanisms 
for es  ma  ng the actual usefulness and neces-
sity of the property en   es to be thus mana-
ged, as well as regulatory procedures for their 
entry or exclusion from management lists;

• eff ec  ve aliena  on of federal property required 
for commercial use; 

• crea  on of an effi  cient system for entry into re-
cords and control of federal property in a single 
system for record-keeping and management of 
federal property. 

On this basis, two principal areas for improving the 
exis  ng federal property management procedures are 
outlined: 

• management of the process of property aliena-
 on (improvement of the government’s perfor-

mance in the capacity of asset seller);
• management of the development of proper  es 

remaining in state hands. 
One of the program’s merits is that it has singled out 

as, an independent goal, the management of poten  al 
risks associated with the program’s implementa  on, 
and the orienta  on to a new, higher level of techno-

logical backing for the record-keeping and monitoring 
procedures.

Not wishing to discuss all the details of the new go-
vernment program, we should like to dwell on its key 
targets, in par  cular those that can be expressed in 
quan  ta  ve terms.

First of all, the target func  on of every federal pro-
perty object should be properly defi ned and consoli-
dated, and the said property be alienated if no such 
target func  on is determined. 

This task is to be fully accomplished in respect of 
federal state unitary enterprises (FSUE) no later than 
2018 (in an event of alloca  on of addi  onal resour-
ces – in 2015); in respect of economic socie  es with 
state stakes – no later than 2018; in respect of federal 
state ins  tu  ons (FSI) – at the level of 15% in 2018 
(on condi  on that addi  onal resources be allocated – 
in the same year, but fully completed); in respect of 
property en   es owned by the RF Treasury – at the 
level of 30% in 2018 (on condi  on that addi  onal re-
sources be allocated – in the same year at the level of 
90%). The defi ni  on, for each of those organiza  ons, 
of their target func  ons for the purposes of manage-
ment will imply their refl ec  on in the single system for 
record-keeping and management of federal property.

This standpoint is supported by the plans envisag-
ing that, every year, the lists of joint-stock companies 
with state par  cipa  on and FSUEs, the size of land 
plots owned by the RF Treasury (with the excep  on of 
land plots removed from turnover or those limited in 
turnover), and other property en   es owned by the 
RF Treasury, should be reduced by a certain fi xed num-
ber (based on the es  ma  ons for the year 2012) (with-
out taking into account the proper  es to be received 
by the RF Treasury as a result of priva  za  on of FSUEs 
over the period of 2013–2018). It is envisaged that all 
the four targets should be entered in the Federal Sta-
 s  cal Work Plan.

As a result, by 2018 there should remain no unitary 
enterprises with the right of economic management, 
while the number of joint-stock companies with state 

The prospects for implemen  ng the Federal Property Management government program depend on the amount 
of fi nancial backing, as determined by the budget system’s actual poten  al. The approved federal budget for 
2014–2016 envisages a gradual reduc  on, over the next few years, in the amount of expenditure earmarked for 
the implementa  on of this government program, while the requests of the RF Federal Agency for State Property 
Management (Rosimushchestvo) for some addi  onal funding have not been sa  sfi ed.
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stakes will be reduced more than tenfold1, the number 
of proper  es owned by the RF Treasury (with the ex-
cep  on of land plots) – by 90%, the area of land plots 
owned by the RF Treasury and uninvolved economic 
turnover – by 35% (on condi  on that addi  onal re-
sources be allocated, as well as fi nancial backing pro-
vided for their subdivision and entry in the cadastre, in 
accordance with the expenditure items earmarked for 
covering the ac  vity of the Federal Service for State 
Registra  on, Cadastre and Cartography (Rosreestr)).

The completeness of federal property records 
(share of proper  es actually entered in the register vs. 
total number of proper  es to be in the register), from 
2014 onwards, must be no less than 80%.

Besides, the key targets include: 
• increasing the rela  ve share of stocks issued by 

companies with state par  cipa  on and circulat-
ing on Russia’s organized securi  es market, in 
order to gradually double this index by 2018 (in-
creasing the number of state-controlled open-
ended joint-stock companies whose stocks are 
listed for circula  on on Russia’s organized secu-
ri  es market);

• ensuring, by 2018, adequate compe   veness, 
investment a  rac  veness and public openness 
of par  ally state-owned companies (ensuring 
that these organiza  on meet their key targets 
comparable with those of their leading counter-
parts around the world);

• mee  ng the established budget targets for the 
amount of revenues generated by use and sale 
of federal property.

From 2013 onwards, no less than 4 sales of big pro-
per  es with high investment a  rac  veness must be con-
ducted via public off ering of stocks (out of the number of 
proper  es designated for sale in the course of this year by 
decisions of the RF President and/or the RF Go vernment) 
(exchange transac  ons and strategic sales). 

The organiza  onal and technical aspects of the goal 
of improving the quality of state property manage-
ment involve the following measures: (1) ensuring a 
single record-keeping and control system based on the 
incorpora  on of informa  onal technologies in all the 
management processes and procedures, at any stage 
and level, including the opera  on of territorial bodies; 
(2) ensuring transparency of Rosimushchestvo’s per-
formance by means of gran  ng public access to infor-
ma  on on federal proper  es entered in the completed 
inventory records, as a basis for crea  ng a complete 
and verifi ed database of such en   es; (3) determina-

1  At the same  me, judging by the es  ma  ons presented in the 
appendices to the program, such a scenario can actually be im-
plemented only on condi  on that some addi  onal funding is pro-
vided. 

 on and consolida  on, to each member of Rosimush-
chestvo’s staff , of their personal areas of responsibility; 
(4) establishing within Rosimushchestvo a special in-
ternal control subdivision and charging it with the task 
of implemen  ng the necessary control mechanisms, in 
order to adequately supervise the implementa  on of 
adopted regula  ons, processes and procedures.

One of the key targets outlined in the government 
program in this connec  on is the almost complete 
elimina  on, by 2018, of all paperwork related to the 
management of informa  on fl ows: all government 
services must be delivered in an electronic form, and 
the share of electronic legal documents in the docu-
ment turnover between Rosimushchestvo, its territo-
rial bodies and government organiza  ons must be no 
less than 99%. This new opera  on mode will ensure 
the required transparency level and adequate control 
over all the ongoing processes.

The goal of crea  ng a legisla  ve backing for the pro-
gram envisages the adop  on, over the period of next 
fi ve years, of 25 new norma  ve legal acts, including 
the introduc  on of altera  ons in the federal laws on 
state and municipal property priva  za  on, on State 
registra  on of  tles to immovable property and the 
transac  ons therewith, and on unitary enterprises.

Similarly to any government program, the prospects 
of successful implementa  on of the Government Pro-
gram Federal Property Management will depend on 
the availability of fi nancial resources which, in its turn, 
is determined by the budget system’s actual poten  al. 
The planned volume of fi nancial resources to be allo-
cated from the federal budget to this government pro-
gram over the en  re period of 2013–2018 amounts to 
a total of more than Rb 33.4bn, to be supplemented 
by addi  onal alloca  ons envisaged in the government 
program (in an event of emergence of some addi  onal 
poten  al in the federal budget) in the amount of ap-
proximately Rb 19bn. 

In the dra   federal law On the Federal Budget for 
2014 and Planning Period of 2015 and 2016, submit-
ted by the RF Government to Russia’s parliament, a 
certain amount of expenditure is earmarked for the 
implementa  on of this par  cular government pro-
gram (alongside other government programs). In 
the explanatory note a  ached to the dra   law it is 
explained that the amount allocated to this subitem 
should be Rb 5.486.1bn in 2014, Rb 5,348.9bn in 2015, 
and Rb 5,188.9bn in 2016. 

The amount of relevant budget alloca  ons to this 
government program as specifi ed in the dra   law has 
increased on the ini  ally planned amount, specifi ed in 
the government program’s passport, by Rb 234.7bn in 
2014 and by Rb 73.8bn in 2015. It was intended that 
over this period, some addi  onal budget funding should 
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be allocated to Rosimushchestvo in order to enable it to 
draw up an individual technical passport for each federal 
property en  ty, with the purpose of its subsequent use.

However, the increased funding planned for the 
years 2014 and 2015 (a total of Rb 308.5bn) was to 
be almost completely neutralized by the reduc  on in 
the amount of expenditure earmarked for the imple-
menta  on of this government program in 2016 (by 
Rb 280.9bn) by comparison with the amount ini  ally 
specifi ed in its passport, due to the cut, by 5%, in the 
amount of federal budget expenditure earmarked for 
government purchases of goods, work and services 
in the dra   federal budget. Moreover, in per annum 
terms, a planned cut in expenditure earmarked for this 
government program was to begin in 2015, when this 
amount was to decrease on 2014 by Rb 137.2bn. And 
then, in 2016, the amount of planned reduc  on on 
2015 in absolute terms was to increase to Rb 160bn. 

However, the main targets specifi ed in the explana-
tory note to the dra   law with regard to the implemen-
ta  on of the Government Program Federal Property 
Management over the period of 2014–2016 fully cor-
responded to the already approved values (in accor-
dance with the basic scenario, without any addi  onal 
budget alloca  ons), without any further adjustments.

In the end, in the adopted Federal Law On the Fede-
ral Budget for 2014 and Planning Period of 2015 and 
2016, the amount of planned alloca  ons to the imple-
menta  on of the Government Program Federal Proper-
ty Management (in the part rela  ng to the Subprogram 
Improvement of the Effi  ciency of Government Property 
Management and Priva  za  on)1 is Rb 5,436.1bn for 
2014, Rb 5,298.9bn for 2015, and Rb 5,138.9bn for 
2016. For the planned scenario-based annual funding 
alloca  ons to the government program, see Table 1.

Thus, the annual amount of alloca  ons from the 
federal budget to the Government Program Federal 
Property Management (in the part rela  ng to the Sub-
program Improvement of the Effi  ciency of Government 
Property Management and Priva  za  on) is some-
what higher than that envisaged in the government 
program’s passport in accordance with the basic sce-
nario, with the excep  on of 2016, when the amount 
of alloca  ons to the government program turns out to 
be approximately 5% less than that envisaged in the 
passport’s current version. However, this reduc  on 
(by Rb 330,9bn) is 1.6  mes more than the aggregate 
amount in excess of that envisaged in the passport for 
the two preceding years (Rb 208.5bn). 

1  It should be borne in mind that the government program en-
visages the implementa  on of one more Subprogram en  tled Go-
vernment Material Reserve Management, which mostly involves 
confi den  al informa  on classifi ed as state secret or as restricted-
access informa  on.

Table 1
BUDGET ALLOCATIONS TO THE GOVERNMENT 

PROGRAM FEDERAL PROPERTY MANAGEMENT 
IN 2014 2016 BILLION RB

Source 2014 2015 2016
Basic scenario 
(as in GP’s passport, 
current version)

5,251.4 5,275.1 5,469.8

Addi  onal fi nancing volume
(as in GP’s passport, 
current version) 

4,415.2 4,567.7 5,710.7

Op  mis  c scenario
(as in GP’s passport, 
current version)

9,667.0 9,843.0 11,181.0

Conserva  ve scenario
(as in GP’s passport, 
current version)

5,859.0 5,823.0 6,825.0

Explanatory note to dra   law 
On 2014-2016 Federal Budget 

5,486.1 5,348.9 5,188.9

Law On 2014-2016 Federal 
Budget of 2 December 2013, No 
349-FZ (Appendices 16 and 18)

5,436.1 5,298.9 5,138.9

Rosimushchestvo’s expenditures 
in framework of FTP Develop-
ment of the Single State System 
of Registra  on of Rights and 
Cadastre Records of Immov-
able Property (2014-2019), RF 
GP Economic Development 
and Innova  on Economy 

50.0 57.67  100.2

At the same  me, when taken in per annum terms, 
the amount of expenditure earmarked for the im-
plementa  on of this government program displays a 
downward trend, while Rosimushchestvo’s requests for 
addi  onal funding have remained unsa  sfi ed. Moreo-
ver, the amount of alloca  ons envisaged in the current 
federal budget for this government program is much 
less than that planned in accordance not only with the 
op  mis  c scenario, but also the conserva  ve scenario. 
So, as far as the actual possibility of achieving the key 
targets set by this government program for the next 3 
years is concerned, one should be oriented to the fi gu-
res corresponding to the basic scenario (Tabl e 2).

The bulk of expenditures allocated under the ba-
sic scenario, which must be taken as the main guide-
lines due to the specifi c targets set in the approved 
budget for the period of 2014–2016, is earmarked for 
the measures involved in the implementa  on of this 
government program (more than 3/4). Next in line are 
the expenditures allocated to federal property man-
agement development (10–15%) and improvement of 
the procedures of record-keeping and monitoring of 
the use of federal property (more than 7%); of these, 
the amount of funding allocated to the drawing-up of 
technical passports for each property en  ty owned by 
the RF Treasury is as follows: Rb 750bn in 2014–2016, 
including Rb 410bn in 2014; Rb 250bn in 2015 and 
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Rb 90bn in 2016). The amount of funding allocated to 
other areas of ac  vity is minimal. 

Table 2
MAIN TARGETS FOR 2013 2016, ENVISAGED 

IN THE GOVERNMENT PROGRAM FEDERAL PROPERTY 
MANAGEMENT 

Indicators 2013 2014 2015 2016
Share of federal property en  -
 es, for which target func  ons 

are determined (%), including:
federal state unitary enterprises 25 35 45 60
economic socie  es with shares 
(stakes) in federal ownership 25 35 45 50

property en   es owned by 
Treasury of Russian Federa  on 5 10 15 20

federal state ins  tu  ons 0 0 0 5
Annual reduc  on of num-
ber of par  ally state-owned 
joint-stock companies, 
on previous year, as % 

9 15 12 6

Annual reduc  on of number 
of federal state unitary enter-
prises, on previous year, as %

6 12 13 15

Reduc  on of total area of land 
plots owned by Treasury of Rus-
sian Federa  on and removed 
from turnover rela  ve to total 
area of land plots owned by 
Treasury of Russian Federa  on 
in 2012 (except for land plots 
removed from turnover and 
those limited in turnover)), as %

5 10 15 20

Reduc  on of number of prop-
erty en   es owned by Treasury 
of Russian Federa  on (less 
land plots) rela  ve to number 
of property en   es owned by 
Treasury of Russian Federa-
 on in 2012 (except property 

en   es exclusively owned by 
Russian Federa  on), as %* 

1 3 5 7

* less property en   es to be received by the Treasury of the 
Russian Federa  on as a result of priva  za  on of FSUEs over the 
period of 2013–2018.

Rosimushchestvo’s approaches to the implementa-
 on of this government program imply the alloca  on of 

funding to certain types of ac  vity like the determina-
 on of the func  ons of each managed federal property 

en  ty, the management of their development, aliena-
 on and poten  al risks, improvement of the procedures 

of record-keeping and monitoring of the use of federal 
property, and the implementa  on of measures envis-
aged in the government program.

Addi  onal support for the implementa  on of the 
Government Program Federal Property Management 
will be provided in the form of alloca  ons to Rosimush-
chestvo in the framework of the Federal Targeted Pro-
gram (FTP) Development of the Single State System of 

Registra  on of Rights and Cadastre Records of Immov-
able Property (2014–2019) (approved by Decree of the 
RF Governmentа of 10 October 2013, No. 903), which 
is part of the Government Program (GP) Economic De-
velopment and Innova  on Economy. These will amount 
to approximately Rb 208 bn in 2014–2016 (including 
Rb 50bn in 2014, Rb 57.8bn in 2015, and Rb 100.2bn in 
2016), while the bulk of funding is carried forward to the 
period of 2017–2018 (approximately Rb 1.8bn).

In this connec  on, it should be noted that the distri-
bu  on of budget alloca  ons, as outlined in Appendices 
16 and 18 to the Law on the 2014–2016 Federal Bud-
get with regard to the Government Program Fe deral 
Property Management in the framework of the Sub-
program Improvement of the Effi  ciency of Gover nment 
Property Management and Priva  za  on, makes it pos-
sible to dis  nguish only 4 groups of expenditures: (1) 
expenditures on the payment of salaries to the staff  of 
state and territorial bodies (expenditures on personnel 
remunera  on designed to ensure proper performance 
of state (or municipal) bodies, treasury ins  tu  ons, 
the administra  ve bodies of government off -budget 
funds); (2) expenditures designed to ensure proper 
performance of government bodies, including territo-
rial bodies (purchase of goods, work and services for 
state (municipal) needs (two separate items with iden-
 cal  tles); (3) expenditures designed to ensure ad-

equate performance of government bodies, inclu-ding 
territorial bodies (other budget alloca  ons); (4) ex-
penditures allocated in the framework of the Subprog-
ram (purchase of goods, work and services for state 
(municipal) needs).

From this point of view, it is impossible to properly 
understand the confi gura  on of cash fl ows related to 
government policies in respect of specifi c types of pro-
perty, for example expenditures on the management of 
government blocks of shares (or stakes) in economic so-
cie  es. Meanwhile, this expenditure item is one of the 
most important ones in the framework of this govern-
ment program which envisages, among other things, 
that from 2014 onwards, the share of civil servants em-
ployed in the managerial and control bodies of par  ally 
state-owned joint-stock companies will be reduced to 
30%. Consequently, their replacement with professional 
CEOs will inevitable require the alloca  on of an appro-
priate amount of funding. 

So, later on it will be logical to expect further elabora-
 on of the government programs addressing the issue of 

federal property management – especially given the fact 
that the recent switchover to the alloca  on of the bulk 
of budget resources on the basis of targeted programs 
have given rise to many ques  ons, and the es  ma  on of 
performance of government program may provide yet 
another impetus for their further improvement.  
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FORTHCOMING NATIONAL ARMS PROGRAM:
NEW PRIORITIES AND OLD ISSUES
V.Zatsepin

While the Na  onal Arms Program (NAP) for 2011–
2020 approved by the confi den  al Edict of the Presi-
dent of the Russian Federa  on issued on Decem-
ber 31, 2010, No. 15651 was s  ll in force in 2013, the 
dra   of a new NAP for 2016–2025 have been under 
development over more than a year based on the 
Resolu  on of October 24, 2012 issued by the Military-
Industrial Commission (MIC) under the Government of 
Russia.  

The MIC resolved a year ago that a new NAP “will 
be based upon the na  onal security threat forecast for 
30 years and the military-technical data for the decade 
to come”2. Addi  onally, the leaders of the MIC made 
a decision at that  me to update the development 
and implementa  on rules for the NAP. This is why the 
Russian Government Regula  on of August 30, 2007, 
No. 549 “On the Approval of the Rules for the Devel-
opment and Implementa  on of Na  onal Arms Pro-
grams” approved by the Edict of the President of the 
Russian Federa  on of July 2, 2013 No. 599 “On the 
Development and Implementa  on of the Na  onal 
Arms Program” was replaced by new unpublished 
Rules for the Development and Implementa  on of 
the Na  onal Arms Program3” which are similar to the 
previous rules. The MIC inten  on to rest upon the au-

1  Бюллетень Счетной палаты. 2013. № 10. С. 88. URL: h  p://
www.ach.gov.ru/userfi les/bulle  ns/2013-10-06-buleten_doc_
fi les-fl -2454.pdf (дата обращения: 28.10.2013). [The Bulle  n of 
the Accounts Chamber of the Russian Federa  on (date of access: 
28.10.2013).]
2 Дмитрий Рогозин провел заседание Военно-
промышленной комиссии при Правительстве России. 30 
января 2013. URL: h  p://government.ru/vice_news/264 (дата 
обращения: 21.01.2014). [Dmitry Rogozin held a mee  ng of the 
Military-Industrial Commission under the Government of Russia 
on January 30, 2013 (date of access: 21.01.2014).]
3 Упоминание см. в: Постановление Правительства 
Российской Федерации от 26 декабря 2013 г. № 1255 «О 
Правилах разработки государственного оборонного заказа и 
его основных показателей». URL: h  p://government.ru/media/
fi les/41d4b14a9f6650a43347.pdf (дата обращения: 21.01.2014). 
[The reference can be found in the Russian Government Regula-
 on of December 26, 2013 No. 1255 “On the Rules for the Devel-

opment of the State Defense Order and its Сore Indicators” (date 
of access: 21.01.2014).]

The priori  es of a new Na  onal Arms Program for 2016–2025 have been published. However, the well-known is-
sues are unlikely to see a successful resolu  on, because this area is extremely sensi  ve to informa  on disclosure. 
The Russian President’s demand to create a transparent defense economy and establish order in the manage-
ment of the Military-Industrial Complex is s  ll facing serious diffi  cul  es.

thority of the President of Russia within the Russian 
ver  cal power structure can easily be explained by the 
absence of any legisla  ve regula  on in this fi eld and 
a well-known nega  ve a   tude of the Ministry of De-
fense of Russia towards the dra   law “On the Na  onal 
Arms Program”4. 

The dra   NAP for 2016–2025 is being developed by 
a work group headed by MIC’s First Deputy Chairman 
Kharchenko I. who makes no secret of the fact that the 
respec  ve works have been organized resembling closely 
the Soviet top-secret provision on the MIC of 19875. The 
dra   of the new NAP is to be submi  ed to the President 
of Russia in July 2015, pursuant to the approved sched-
ule. Furthermore, the document will tradi  onally con-
sist of 10 specifi c programs of the Ministry of Defense of 
Russia, one program for the rest of the na  onal security, 
defense and law enforcement agencies and another pro-
gram on fundamental, exploring, applied and technologi-
cal research and development projects6. 

4 Законодательное обеспечение государственной 
политики в области развития оборонно-промышленного 
комплекса в соответствии с целями и задачами реформиро-
вания Вооруженных Сил Российской Федерации (по мате-
риалам парламентских слушаний, состоявшихся в Госу-
дарственной Думе Федерального Собрания Российской 
Федерации 3 июня 2010 г.) // Аналитический вестник. Серия: 
Оборона и безопасность. 2010. Вып. 17. URL: h  p://iam.duma.
gov.ru/node/8/4589/16018 (дата обращения: 21.01.2014). [Legal 
support to the na  onal policy towards the development of the mil-
itary-industrial complex for the purposes of reforming the Armed 
Forces of the Russian Federa  on (based on the materials of the 
parliament hearings held on June 3, 2010 in the State Duma of the 
Federal Assembly of the Russian Federa  on) // Anli  chesky vest-
nik. Series: Oborona (date of access: 21.01.2014). ] 
5 Деятельность Военно-промышленной комиссии и 
гособоронзаказ // Эхо Москвы. 2013. 12 августа. URL: h  p://
echo.msk.ru/programs/arsenal/1132844-echo/ (дата обращения: 
28.10.2013). [The ac  vity of the Military-Industrial Commission 
and State Defense Order // Echo of Moscow. August 12, 2013 (date 
of access: 28.10.2013).] 
6 Программу вооружения до 2025 г. представят президенту 
РФ через два года // РИА Новости. 2013. 25 июня. URL: h  p://ria.
ru/defense_safety/20130625/945662520.html (дата обращения: 
21.01.2014). [An arms program will be presented to the Russia’s 
President in two years // Rianovosty. June 25, 2013 (date of access: 
21.01.2014).] 
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Despite the foregoing, the ini  al public statements 
about the new NAP made by top managers of the MIC 
and the Ministry of Defense of Russia made it clear 
that the new NAP will diff er fundamentally from the 
one being in eff ect. 

For instance, Deputy Minister of Defense of the 
Russian Federa  on Yuriy Borisov a  ended a mee  ng 
on naval construc  on which was held at the Krylov 
State Research Center (St. Petersburg) early in Sep-
tember 2013. He pointed out at the mee  ng that “in 
developing the next defense program we would like 
to focus on the quality, because this program will re-
ceive less fi nancing than the program in eff ect”1 and 
future terms of reference will be intended to achieve 
maximum unifi ca  on, op  miza  on of characteris  cs 
and extend the calendar term of military service2. 
MIC Chairman, Deputy Prime Minister Dmitry Rogo-
zin pointed out in Nizhny Tagil at the end of the same 
month that “the forthcoming program is designed to 
create diff erent air, ground, subwater and other types 
of robotechniques. Second, designing weapons which 
are based on new physical principles”3. 

 “The Ministry of Defense intends beginning with 
2015 to introduce qualita  ve changes to the na  onal 
military technical policy in this fi eld and design the 
forthcoming NAP in the way to enhance the quality of 
weapons rather than the quan  ty of supplied modern 
equipment”4 Mr. Borisov added in November 2013 to 
what was previously said. Furthermore, the list of pur-
chased weapons and military equipment (WME) will 
be shortened 25%5 for the Land Forces by 2025. For 
the  me being, most detailed priori  es of the NAP for 
2016–2025 were set by Deputy Prime Minister Dmitry 
Rogozin at the State Duma on December 11, 2013, 
namely: 

1  Морской бой по новым правилам игры // КоммерсантЪ. 
2013. 6 сентября. URL: h  p://www.kommersant.ru/doc/2272302/ 
(дата обращения: 28.10.2013). [Ba  leship under new game rules // 
Kommersnt. September 6, 2013 (date of access: 28.10.2013).] 
2  Ibid.  
3  Новая госпрограмма вооружений будет основана на 
робототехнике // Интерфакс. 2013. 25 сентября. URL: h  p://
www.interfax.ru/russia/news/330960 (дата обращения: 
21.01.2014). [A new na  onal arms program will be based on the 
robotechniques // Interfax. September 25, 2013 (date of access: 
21.01.2014).] 
4  МО хочет сделать упор на качестве продукции в рамках 
ГПВ 2016–2025 гг. // РИА Новости. 2013. 20 ноября. URL: 
h  p://ria.ru/defense_safety/20131120/978408039.html (дата 
обращения: 21.01.2014). [The Ministry of Defense wants to focus 
on the quality of products as part of the Na  onal Arms Program //
RIA Novosty. November 20, 2013 (date of access: 21.01.2014)]. 
5  Минобороны РФ сокращает номенклатуру вооружений 
и военной техники Сухопутных войск // Независимая газета. 
2013. 21 ноября. URL: h  p://www.ng.ru/news/450077.html 
(дата обращения: 21.01.2014). [The Ministry of Defense of Russia 
shortens the list of weapons and military equipment at the Land 
Forces (date of access: 21.01.2014).] 

1. “Arms forces automated control system, bat-
tlefi eld automated control system, ba  lefi eld 
visualiza  on, robotechniques”. 

2. “Reducing the types of weaponry, military and 
special equipment”. 

3. “Modularity”. 
4. “inter-branch unifi ca  on and crea  on of inter-

fi eld apparatuses”.
5. “Electronic component base”. 
6. Transi  on to full life-cycle contracts6. 
Such a detailed comprehension of the specifi cs of 

the new NAP by the MIC’s top managers would seem 
to allow them to feel confi dent about the future, but 
it is not the case. The proposed list of priori  es con-
tains no indisputable solu  ons while at least fi ve of 
them have long been well known, because they used 
to be listed among the objec  ves of the Soviet arms 
programs. It is uncontrolled growth in the WME list 
and the lack of their unifi ca  on that became a key 
driver towards the transi  on to the long-term plan-
ning of the arms development which was introduced 
in the USSR by the CPSU Central Commi  ee and the 
USSR Council of Ministers’ Regula  on of June 10, 1969 
No. 433-157-69 “On the Further Enhancement of the 
Planning of the Development of Weapons and Military 
Equipment”7 as early as 45 years ago. 

It appears that the military-poli  cal leaders of this 
country and the MIC’s top managers believe that 
Rb 20 trillion allocated to the NAP in force will help 
not only achieve its primary objec  ve of upgrading 
70–100% of the WME by 2020, but also resolve the 
internal issues of the NAP itself. At the aforemen-
 oned mee  ng on naval construc  on at St. Petersburg 

on September 5, 2013 Deputy Minister of Defense 
Mr. Borisov listed the following reasons for the fail-
ure to implement the previous NAPs, namely incor-
rect es  ma  on of forward-looking appropria  on, high 
level of infl a  on, poor advancing of funds, underes  -
mated prices adopted during the development of the 
NAP, and higher-than-an  cipated growth in the costs 
of products, which “rendered unserviceable a na-
 onal program in the year that followed a year of its 

adop  on”8. 

6  Стенограмма заседания Государственной Думы 
11 декабря 2013. URL: h  p://transcript.duma.gov.ru/node/3973/ 
(дата обращения: 21.01.2014). [The shorthand report of the sit-
 ng of the State Duma on December 11, 2013 (date of access: 

21.01.2014).] 
7  Патрушев Н. На сильных не нападают // Военно-
промышленный курьер. 2013. 27 марта (№ 12). URL: h  p://
vpk-news.ru/ar  cles/15103 (дата обращения: 21.01.2014). 
[Patrushev N. The strong ones are not supposed to be a  acked 
// Voenno-promyshlenny kurier. March 27, 2013 (date of access: 
21.01.2014).] 
8  Морской бой по новым правилам игры // Коммер-
сантЪ. 2013. 6 сентября. URL: h  p://www.kommersant.ru/
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The developers of all Russian NAPs in the Ministry 
of Defense of Russia classify as NAP’s issues of concern 
such issues as “making volumes of planned supplies 
of weaponry, military and special equipment (MSE) 
in the arms forces be adequate to the objec  ves of 
standing up to threats to military security of the state 
and consistent with its economic poten  al; ensuring 
completeness of MSE deliveries; as well as guidelines 
for the development of technological advance in the 
context of future weapons”1. 

Furthermore, even a simple, as it may seem, issue 
of iden  fying the NAP’s principal performance target – 
the contribu  on of modern WME – has been found to 
encounter diffi  cul  es. It has appeared that a  er the 
NAP in force was adopted, its developers were facing 
serious diffi  cul  es when they es  mated the specifi ed 
contribu  on, insis  ng on classifying as “outdated” the 
samples supplied by manufacturers during the previ-
ous periods of the program2. The uncertainty in this 
issue wasn’t coped with un  l March 12, 2012 when 
the First Deputy Minister of Defense approved guid-
ance papers which established the procedure for es  -
ma  ng the equipment coeffi  cient, the up-to-dateness 
coeffi  cient, and the serviceability coeffi  cient – the vi-
tal metrics of sec  on 4 in the passport of the NAP for 
2011–20203. 

The NAP developers’ recogni  on of serious simu-
la  on problems4 or, rather, the lack of required mod-
els nowadays, challenges the accuracy of forecas  ng 

doc/2272302/ (дата обращения: 28.10.2013). [Ba  leship under 
new game rules // Kommersant. September 6, 2013 (date of ac-
cess: 28.10.2013). ] 
1  Буренок В.М. Направления совершенствования 
методической базы обоснования проекта новой 
Государственной программы вооружения // Вооружения 
и экономика. 2013. № 1(22). С. 3. URL: h  p://www.viek.ru/
vie_13_1.pdf (дата обращения: 21.01.2014). [Burenok V. M. The 
guidelines (date of access: 21.01.2014).]
2  Буравлев А.И., Монин С.А. Методика оценки технического 
уровня парка вооружения и военной техники в ходе реализации 
программных мероприятий по ее закупке и ремонту // 
Вооружения и экономика. 2013. № 1(22). С. 8. URL: h  p://www.
viek.ru/vie_13_1.pdf (дата обращения: 21.01.2014). [Burav-
lev A. I., Monin S. A. The technique (date of access: 21.01.2014).] 
3  Буравлев А.И., Гладышевский В.Л., Пьянков А.А. Методика 
формирования агрегированного показателя эффективности 
реализации государственной программы вооружения // 
Вооружение и экономика. 2013. № 3(24). С. 6. URL: h  p://www.
viek.ru/vie_13_3.pdf (дата обращения: 21.01.2014). [Burav-
lev A. I., Gladyshevsky V. L., Pyankov A. A. The (date of access: 
21.01.2014).] 
4  Буренок В.М., Цырендоржиев С.Р. Создание системы 
моделирования – необходимое условие развития Воо-
руженных Сил Российской Федерации // Вооружение и 
экономика. 2013. № 4(25). С. 4–11. URL: h  p://www.viek.ru/
vie_13_4.pdf (дата обращения: 21.01.2014). [Burenok V. M., 
Tsyrendozhiev S. P. Crea  ng a simula  on system is the necessary 
condi  on for the development of the Armed Forces of the Russian 
Federa  on (date of access: 21.01.2014).] 

the demand from the Ministry of Defense of Russia. 
No less challenging is forecas  ng the supply from the 
Military-Industrial Complex (MIC) both in terms of the 
physical volume and the cost of products. It is well-
known that the “input-output” base tables for 2011 
won’t be offi  cially published un  l Q4 20155 and can 
hardly have an impact on the quality of planning of a 
new NAP for 2016–2025. 

Understandably, there is no hope that the NAP in 
force will show inarguable accuracy, let alone op  mal-
ity. The Russian top-rank leaders’ unconcealed con-
cern about the use of the MIC’s produc  on capaci  es 
“beyond the horizon of the implementa  on of the 
Na  onal Arms Program, when our principal manufac-
turing facili  es have accomplished their tasks in this 
fi eld by 2020”6 becomes a kind of indirect recogni  on 
of its serious shortcomings. However, the MIC will in-
evitably face a recession a  er 20207, because its enter-
prises will inevitably fi nd themselves out of demand 
owing to the peculiari  es of the decisions made in 
2010. The Ministry of Industry and Trade of the Rus-
sian Federa  on (Minpromtorg) has insuffi  cient capa-
bili  es for redressing the current situa  on8 without 
having to make adjustments to the NAP in force and 
the federal target program on “The Development of 
the Military-Industrial Complex in the Russian Federa-
 on un  l 2020”, provided that the budget maneuver”9 

5  Михеева Н. Таблицы «затраты—выпуск»: новые 
возможности экономического анализа // Вопросы экономики. 
2011. № 7. С. 144. [Mikheeva N. Input-Output Tables: New oppor-
tuni  es for economic analysis // Voprosy Economiki. 2011. No. 7, 
p. 144 ] 
6  Путин В. Вступительное слово на совещании о деятельности 
Фонда перспективных исследований. Стенограмма. Тула, 
20 января 2014. URL: h  p://kremlin.ru/news/20087 (дата 
обращения: 21.01.2014). См. также: Послание Президента 
Федеральному Собранию. М., 12 декабря 2014. URL: h  p://
www.kremlin.ru/news/19825 (дата обращения: 21.01.2014). 
[Pu  n V. An introductory speech at a mee  ng dedicated to the 
performance of the Advanced Research Founda  on. Short-hand 
notes. Tula, January 20, 2014 (date of access: 21.01.2014). See 
also the Presiden  al Address to the Federal Assembly. M. Decem-
ber 12, 2014 (date of access: 21.01.2014).] 
7  Чечкин Е. Все равно получается автомат Калашникова // 
Эксперт Урал. 2014. № 3–4. URL: h  p://expert.ru/ural/2014/04/
vse-ravno-poluchaetsya-avtomat-kalashnikova/ (дата обращения: 
21.01.2014). [Chechkin E. A Kalashnikov gun is unavoidable result 
// Expert Ural. 2014. No. 3-4 (date of access: 21.01.2014).]
8  Минпромторг к июню решит вопрос загрузки заводов 
после выполнения ГОЗ // РИА Новости. 2014. 9 июня. URL: 
h  p://ria.ru/defense_safety/20140109/988351488.html (дата 
обращения: 21.01.2014). [Minpromtorg is to decide by June on 
how to load plants a  er the state defense order is completed // 
Rianovos  , June 9, 2014 (date of access: 21.01.2014). ] 
9  Долгосрочной стратегии не хватает времени // 
КоммерсантЪ. 2014. 28 января. URL: h  p://www.kommersant.
ru/doc/2393696 (дата обращения: 28.01.2014). [A long-term 
strategy runs out of  me // Kommersant. January 28, 2014 (date 
of access: 28.01.2014).] 
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nearly delayed in August 2013 is implemented. In this 
case, poten  al reduc  ons may cover 30–35% in the 
former case and up to 67% in the la  er case, if one 
recalls the yet unexplained bouncing in the amount of 
fi nancing of these programs by the moment of their 
approval against those which were men  oned during 
their development. 

Meanwhile, the key risks to which the forthcom-
ing NAP for 2016–2025 is exposed are associated with 
the eff ects of confi den  ality of the July decree on its 
development, thereby showing that the Russian pub-
lic administra  on system is incapable to learn from its 
own mistakes. And it remains to be seen how they will 
develop...
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THE REVIEW OF ECONOMIC LEGISLATION IN DECEMBER 2013
I.Tolmacheva, Yu.Grunina

I. Federal Laws of the Russian Federa  on 
1. Federal Law No.410-FZ of December 28, 2013 

on AMENDMENT OF THE FEDERAL LAW ON NONGO-
VERNMENT PENSION FUNDS AND INDIVIDUAL STATU-
TORY ACTS OF THE RUSSIAN FEDERATION 

It is established by the law that from January 1, 
2014 new nongovernment pension funds will estab-
lished only in the form of joint-stock companies. 

Due to the above, the law sets the specifi cs both 
of reorganiza  on of a non-profi t pension fund into a 
joint-stock pension fund, as well as reorganiza  on (liq-
uida  on) of joint-stock pension funds. 

Addi  onal requirements have been set to the ar-
 cles of incorpora  on, state registra  on, as well as 

ac  vi  es of such a fund (for example, a decision on 
state registra  on of the pension fund and amendment 
of the data on the pension fund in the Unifi ed State 
Regis ter of Legal En   es is taken by the Central Bank 
of Russia and a ban on bill opera  ons by a pension 
fund is introduced). 

Simultaneously, changes into requirements set 
to the offi  cials of a pension fund were introduced. 
In par  cular, it is established a manager of the ex-
ecu  ve body of a pension fund should have at least a 
two-year experience of work at execu  ve posi  ons at 
credit ins  tu  ons or non-credit fi nancial ins  tu  ons 
and meet qualifying requirements set by the Central 
Bank of Russia (as regards non-profi t pension funds 
minimum three-year experience of work at funds, in-
surance companies or other fi nancial ins  tu  ons is 
required). Candidates to the members of the board 
of directors (supervisory council) should comply with 
such requirements to a business repute as are set by 
the Law and approved by the Central bank of Russia. 
Within a month from the day of receipt of an applica-
 on, the Central Bank of Russia takes a decision and 

informs the applicant of its consent on appointment 
(elec  on) of the person specifi ed in the applica  on 
to that posi  on or sends the applicant a reasonable 
refusal in wri  ng to grant such a consent. The above 
refusal can be appealed against in accordance with 

Late in December and in January, the following amendments were introduced in the legisla  on: the specifi cs of 
the legal status and ac  vi  es of nongovernment pension funds in the form of joint-stock companies were de-
termined; the list of non-profi t organiza  ons which do not need to secure a permit to include in their name the 
offi  cial name – the Russian Federa  on or Russia – was expanded; amendments as regards public u  li  es infra-
structure and other facili  es of public u  li  es were introduced into a standard concession agreement.

the procedure set by the legisla  on of the Russian 
Federa  on.

The conceptual frameworks including early non-
government pension security whose mandatory con-
di  on is payment of a nongovernment pension before 
the age of re  rement due to employment at jobs with 
hazardous and (or) dangerous labor condi  ons were 
specifi ed.

2. Federal law No. 413-FZ of December 28, 2013 on 
AMENDMENT OF ARTICLE 4 OF THE FEDERAL LAW ON 
NON-PROFIT ORGANIZATIONS AND ARTICLE 6.1 OF 
FEDERAL LAW ON AUTONOMOUS INSTITUTIONS.

According to the amendments into the legisla  on, 
it is established that the offi  cial name – the Russian 
Fede ra  on and Russia – as well as deriva  ves from 
those words can be used without permission issued 
in accordance with the procedure set by the Govern-
ment of the Russian Federa  on in the names of the 
following ins  tu  ons:  

• centralized religious organiza  ons whose en  -
 es have operated on a legal basis in the terri-

tory of the Russian Federa  on for at least fi  y 
years as of the date of applica  on of such an 
organiza  on for state registra  on; 

• non-profi t organiza  ons established on the ba-
sis of federal laws, as well as in accordance with 
the Acts of the President of the Russian Federa-
 on and the Government of the Russian Fede-

ra  on; 
• all-Russian nongovernment organiza  ons; 
• structural units of all-Russian nongovernment 

associa  ons in case of u  liza  on in the names 
of the above structural units of the full name of 
such a nongovernment associa  on; 

• non-profi t organiza  ons whose sole founder is 
a legal en  ty established on the basis of Acts 
of the President of the Russian Federa  on and 
the Government of the Russian Federa  on or a 
legal en  ty which uses in its name the offi  cial 
name – the Russian Federa  on or Russia – as 
well as deriva  ves of the above words by vir-
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tue of the law or in accordance with a permis-
sion secured in conformity with the procedure 
established by the Government of the Russian 
Federa  on in case of use in the names of the 
above non-profi t organiza  ons of a full name of 
their founder-legal en  ty. 

Also, the grounds for termina  on of the right to use 
in the names of non-profi t organiza  ons of the offi  cial 
name – the Russian Federa  on and Russia – as well as 
deriva  ves of the above words have been specifi ed:

• withdrawal of a permit;
• termina  on of the right of a legal en  ty – the 

sole founder of a non-profi t organiza  on – to 
use in its name the offi  cial name – the Russian 
Federa  on or Russia – as well as deriva  ves of 
the above words.

In case of termina  on of the right to use in the name 
of a non-profi t organiza  on of the offi  cial name – the 
Russian Federa  on or Russia – as well as deriva  ves of 
the above words, the non-profi t organiza  on is obli-
gated to introduce relevant amendments in its found-
ing documents within three months from the date of 
termina  on of the right to use in its name the offi  cial 
name – the Russian Federa  on or Russia.  

II. Resolu  ons of the Government 
of the Russian Federa  on
Resolu  on No. 37 of January 18, 2014 on INTRO-

DUCTION IN A STANDARD CONCESSION AGREEMENT 
OF AMENDMENTS AS REGARDS THE SYSTEM OF PUB-
LIC UTILITIES INFRASTRUCTURE AND OTHER FACILITIES 
OF PUBLIC UTILITIES, INCLUDING WATER-SUPPLY, HEAT-
SUPPLY, GAS-SUPPLY AND POWER-SUPPLY UNITS, WA-
TER REMOVAL PLANTS, SEWAGE TREATMENT PLANTS, 
RECYCLING AND UTILIZATION (BURIAL) DOMESTIC 

WASTE, FACILITIES MEANT FOR LIGHTING OF TERRI-
TORIES OF URBAN AND RURAL SETTLEMENTS, LAND-
SCAPING FACILITIES , AS WELL AS SOCIAL AMENITIES 

A standard concession agreement as regards the sys-
tem of public u  li  es infrastructure and other facili  es 
of public u  li  es (approved by Resolu  on No.748 of De-
cember 5, 2006 of the Government of the Russian Fede-
ra  on) is supplemented with provisions under which:

• a concessioner is to achieve the planned perfor-
mances in its ac  vi  es;

• the maximum amount of expenditures – which 
are made by a concessioner during the en  re 
period of the agreement – on establishment or 
moderniza  on of the project specifi ed in the 
agreement is to be stated; 

• a procedure is to be established for indemnifi -
ca  on of such expenditures of the concessioner 
as are to be compensated in accordance with 
statutory acts regula  ng the sphere of heat-
supply, water-supply and water removal and 
not indemnifi ed to the concessioner as of the 
date of expiry of the agreement;

• se   ng, changing and adjustment of regula-
ted prices (tariff s) on goods (fulfi lled jobs and 
rendered services) produced and realized by 
a concessioner are carried out in accordance 
with rules which are eff ec  ve as of the date 
the agreement was concluded (by agreement 
between the par  es and by approval by the ta-

riff s regula  ng authority in accordance with the 
procedure established by the Government of 
the Russian Federa  on, se   ng and changing of 
tariff s is carried out in conformity with the rules 
which are eff ec  ve as of the date of such se   ng 
and changing of tariff s).
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THE REVIEW OF REGULATORY DOCUMENTS ON TAXATION ISSUES
IN DECEMBER 2013  JANUARY 2014
L.Anisimova

1. At the Gaidar Forum, D.A. Medvedev, Chairman 
of the Government of the Russian Federa  on said3 
that Russia was planning to join the Organiza  on for 
Economic Coopera  on and Development (OECD)4. It 
would permit to receive the informa  on from other 
countries’ tax authori  es within the framework of 
fi ght against off shore companies and par  cipate in tax 
audit s, but the coopera  on would be somewhat lim-
ited and would not extent to collec  on of the value 
adde d tax (VAT), excises, severance tax, provision of 
the informa  on on bank accounts of individuals5 and 
other; in the internal taxa  on tax rates would not be 
changed and the fi ve-year tax holidays in respect of 
the profi t tax, severance tax, land tax and property tax 
would be in eff ect and the reduced rates of insurance 
contribu  ons in advanced development territories sit-
uated in Siberia and the Far East would be preserved. 
In addi  on to the above, the possibility of introduc-
 on of the mechanism of delayed payments – “the so-

called TIF6 when implementa  on of the project begins 
without ini  al investments by the government and 
investors’ expenditures are compensated by means 

1  See comments on the proposal of the Federal Tax Service of 
the Russian Federa  on (FTS of Russia) as regards switchover to a 
new mechanism of payment of taxes on individuals’ property and 
transport means.
2  Assignment of a tax police func  on to the Inves  ga  on Com-
mi  ee of the RF and establishment within the frameworks of the 
above agency of the relevant unit.
3  In an interview to the RBK TV Channel.
4  See the proposal of the Ministry of Finance of the Russian 
Federa  on and the Ministry of Foreign Aff airs of the Russian Fed-
era  on on ra  fi ca  on by the RF of the 1988 Conven  on on Mutual 
Administra  ve Assistance in Tax Issues.
5  V.Visloguzov and Т. Grishina. Russia Gets on for a Contact with 
Off shore Companies. The OECD Conven  on on Tax Assistance is 
Prepared for Ra  fi ca  on, Web-site of Kommersant.ru of Janu-
ary 22, 2014.
6  Tax Increment Financing.

of tax revenues from realiza  on of the project as a 
whole”7 – as an instrument of support of introduc  on 
of innova  on technologies was announced. As one 
can see the Government of the Russian Federa  on is 
seeking to replace the direct state fi nancing on joint 
projects with the business by subsequent tax credits 
and compensa  on of expenditures against liabili  es to 
the budget. It is a more fl exible tax policy as it is not 
accompanied by a build-up of direct budget expendi-
tures and/or liabili  es (including state guarantees). 

2. In December 2013 – January 2014, higher eco-
nomic pressure on taxpayers on the part of law en-
forcement agencies was observed. It is to be reminded 
that within the frameworks of an  -terrorist measures 
economic limita  ons and addi  onal responsibili  es as 
regards collec  on, prepara  on and processing of the 
informa  on on cash fl ows and suspicious opera  ons 
of counter par  es and customers were imposed by 
new laws on market commodity producers. At present, 
the Inves  ga  on Commi  ee of the Russian Federa  on 
(IC of Russia) suggests that its powers should be en-
larged and the tax police service reinstated within the 
frameworks of the IC of Russia. 

It is believed that it is  me the limits of powers of law 
enforcement agencies in tax issues were defi ned more 
precisely. To start with, the addi  onal responsibili  es 
imposed on commodity producers by laws as regards 
collec  on, grouping and provision to law enforcement 
agencies of the informa  on on the third persons within 
the frameworks of an  terrorist ac  vi  es is a form of 
indirect and extra-budgetary taxa  on of market com-
modity producers in favor of law enforcement agencies 
and departments. As such expenditures are a  ributed 
to costs of commodity producers and are not fi nanced 

7  See short-hand notes of D.A. Medvedev’s speech at the Gaida r 
Forum at the Web-site of ranepa.ru of January 15, 2013.

In the period under review, in the area of tax ini  a  ves it is worth men  oning the speech of D.A. Medvedev, Chair-
man of the Government of the Russian Federa  on at the Gaidar Forum and  signing of the General Agreement 
between the All-Russian Associa  on of Trade-Unions, All-Russian Associa  ons of Employers and the Government 
of the Russian Federa  on in the 2014–2016 period. Also, it is worth paying a  en  on to the following new trend 
which emerged in the period under review: ac  ve changes in the tax legisla  on as regards taxa  on of fi nancial 
en   es, opera  on with securi  es and fi nancial instruments of forward deals; aggrava  on by fi nancial en   es 
of problems in the sphere of tax administra  on of revenues of regional and local budgets – up to the expected 
limita  on of the limits of their ins  tu  onal responsibility for the revenues of federal and local budgets1; revival 
of the debates on further expansion of authori  es of law enforcement agencies in carrying out of tax control2.
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out of the budget, they will result in ar  fi cial and un-
checked growth in the cost of produc  on (jobs and 
services) of domes  c commodity producers, reduce 
their compe   ve edge and make investments into the 
Russian economy disadvantageous. In addi  on to the 
above, domes  c commodity producers may face com-
plica  ons on global markets as they are interlinked with 
state agencies not only by agreements, but also tax rela-
 ons. It cannot be excluded that at a certain  me their 

ac  vi  es can be qualifi ed as a secret realiza  on of in-
terests of law enforcement agencies of one country in 
the territory or market of another one. To prevent such 
complica  ons, it is expedient to use in the Russian Fe-
dera  on the generally accepted prac  ces of networking 
between independent profi t-making organiza  ons and 
law enforcement agencies. The budget is formed for 
the purpose of servicing the interests of the state and in 
market condi  ons it strictly regulates the ul  mate pres-
sure on taxpayers. 

In a switch-over to the market, it is important to ob-
serve the balance of interests of commodity producers 
and taxpayers. Taxes should be collected only to the 
extent where such work is economically eff ec  ve.  Eco-
nomic effi  ciency of the state machine should be evi-
dent in expansion of the open market, growth in the 
revenue base of the economy as a whole and fulfi ll-
ment of the assumed social obliga  ons at the expense 
of the budget. The market tax system is aimed at vo-
luntary payment of taxes by taxpayers as it is advanta-
geous to them to work openly by the established rules 
which exclude discrimina  on and viola  on of owner-
ship rights. The objec  ve of tax authori  es is not to 
collect the arrears by any means, including crushing 
and destroying of businesses for each unpaid kopeck, 
but iden  fy the facts of a failure to meet obliga  ons 
set by the law, determine the more acceptable to vio-
lator-taxpayers scheme of se  lement of arrears to the 
budget, including applica  on of sanc  ons for tax viola-
 ons provided for by the tax legisla  on.  In the world, 

viola  on of the tax legisla  on in general sense is not a 
crime if its consequences can be avoided voluntarily by 
the violator (that is, tax arrears and a penalty accrued 
for an un  mely transfer of the funds have been paid 
to the budget). To improve the business climate in the 
Russian Federa  on, it is expedient to qualify tax viola-
 ons in a diff erent way. It is believed that the fi eld of 

competence of law enforcement agencies should start 
beyond the limits of avoidable tax viola  ons. 

3. In the period under review, a general agreement 
was concluded between the All-Russian Associa  on of 
Trade-Unions, the All-Russian Associa  on of Employers 
and the Government of the Russian Federa  on for the 
2014–2016 period. The above agreement envisage s a 

renewal of the earlier cancelled level of individuals’ in-
come exempted from the individual income tax with 
raising of that level to the minimum subsistence level 
set by the legisla  on with a simultaneous reimburse-
ment of shor  alls in regional budgets’ revenues at the 
expense of the federal budget; introduc  on of the pro-
gressive individual income tax scale; as regards the VAT 
it is expected to consider the possibility of a broader 
u  liza  on of the declara  ve procedure for VAT reim-
bursement without a bank guarantee.

In our view, in a situa  on of the growing defi cit of 
the federal and regional budgets not all the above pro-
posals are acceptable. Introduc  on of the tax-free in-
come minimum will result in growth in subsidies from 
the center to regions for reimbursement of shor  alls in 
revenues of regional and local budgets1. In condi  ons 
of stagna  on, it is inexpedient to introduce a progres-
sive individual income scale, too. It means liquida  on of 
real incen  ves for people to develop new lines of ac  vi-
 es in market economy and gaining new skills in dealing 

with modern technologies. The drivers of higher labor 
effi  ciency and structural shi  s in distribu  on of work-
force employment are high labor remunera  on at new-
ly created jobs in the market sector. It is to be noted that 
as long as the archaic command budget-funded and 
distribu  on economy exists concurrently with market 
economy it is not expedient to make equal the amounts 
of labor remunera  on by means of introduc  on of a 
progressive income tax scale – in such a case the com-
mand and distribu  on economy will be funded at the 
expense of direct withdrawal of funds from the market 
sector of the economy. In the Russian Federa  on, due 
to distor  ons in labor remunera  on as a result of the 
excessive number of offi  cials and excessively high wages 
and salaries both at state-run monopolies and the state 
apparatus and incomparable mobiliza  on poten  al of 
the budget, it would be expedient to eliminate shor  alls 
in the budget by means of methods of direct adminis-
tra  ve regula  on through reduc  on of the number of 
offi  cials and, thus, increasing the average pay per one 
person employed in the state sector to the average mar-
ket level, rather than by withdrawal of income from the 
market sector of the economy. Also, it is not expedient 
to give up banking guarantees in respect of the VAT as 
banking guarantees replaced direct immobiliza  on of 
commodity producers’ working capital to the budget2.

1  Earlier, the income exempted from the individual income tax 
amounted to Rb 400 per person, while the untaxed subsistence 
level amounts at present to Rb 5,600, that is, compensa  on out of 
the revenues of regional and local budgets is excluded, but addi-
 onal reimbursement of Rb 102bn is to be imposed on the federal 

level (= 13% х 140 million people. х Rb 5,600) without addi  onal 
sources of the federal budget revenues.
2  It is provided for by Cl. 1.7 of the General Agreement between 
the All-Russian Associa  on of Trade-Unions, the All-Russian Asso-
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At the same  me, the general agreement sets one 
of the most important issues of improvement of the 
investment climate in the Russian Federa  on, namely, 
a possibility of redistribu  on of the burden as regards 
payment of insurance contribu  ons, primarily, to the 
mandatory pension insurance between the employer 
and the worker and the terms of such a redistribu  on1. 
Any redistribu  on of a tax burden from manufacturing 
to consump  on can only be encouraged as it permits 
commodity manufacturers to plan the volume of their 
costs in the long-term prospect which factor is very im-
portant to investment decision-making. It is to be noted 
that contribu  ons to social extra-budgetary funds were 
set, par  cularly, in the past few years on the basis of 
the needs of fi nancing of the current social expendi-
tures without taking into account the actual poten  al 
of producers. Changes in the accrual base will permit to 
manage the rates (if necessary) without exceeding the 
limits of the labor remunera  on fund, plan in advance 
producers’ costs and not to reduce, par  cularly, at the 
ini  al stage the size of workers’ net wages and salaries. 

4. The ini  a  ve of the Federal Tax Service of the 
Russian Federa  on to introduce a mechanism of self 
accrual of property taxes2 should be approached cau-
 ously. What is meant here is that tax authori  es s  ll 

have to send property and transport tax no  ces to in-
dividuals, but in case of a non-receipt of such no  ces 
people will be obligated to inform tax inspectors of 
the property and motor vehicles owned by them and, 
probably, calculate and pay taxes un  l the end of the 
year following the tax year. It is a highly risky ini  a  ve, 
par  cularly, in the period of a switch-over to payment 
of a property tax (so far, it is property and land alone) 
on the basis of the cadastre es  mate which exceeds 
many  mes over the state assessment. In case of un-
 mely or incomplete payment of increased taxes peo-

ple may face higher fi nes and penal  es, while volumes 
of tax viola  ons, as well as the number of tax-dodgers 
may increase immediately (because households’ in-
comes do not change). 

Offi  cially, the Federal Tax Service of Russia (FTS of 
Russia) intends to separate the responsibility as re-
gards payment of taxes from the exis  ng responsibility 
of the FTS of Russia to preliminary prepare and send 

cia  on of Employers and the Government of the Russian Federa-
 on for the 2014–2016 period. It is unclear why in condi  ons of 

stagna  on the Government of the Russian Federa  on agreed to 
ease the guaran  es of federal budget revenues from the main tax 
source, that is, VAT.
1  Cl.4.12 of the General Agreement.
2  Т. Grishina and V. Visloguzov. People will be Switched Over 
to Tax Self-Service. The FTS Intends to Change the Mechanism of 
Payment of Property Taxes, Kommtrsant.ry/doc/2384757 of Janu-
ary 16, 2014.

no  ces with the updated data on the value of the 
taxed property to taxpayers. According to the concept 
of the FSN of Russia, taxpayers are obligated to submit 
to tax authori  es documents of en  tlement (or cop-
ies thereof with details, that is, the number, date and 
the name of the issuing authority), while tax authori-
 es send them for reconcilia  on with the data of those 

en   es through which deals are executed and upon 
the receipt of an offi  cial reply from the above en   es 
they prepare a tax no  ce. Under the above scheme, 
tax authori  es are not pressed for  me (a verifi ca  on 
becomes a subsequent one, rather than a preliminary 
one as in case of payment on the basis of a tax no-
 ce), nor are squeezed by the responsibility to ensure 

a  mely and complete forma  on of the revenue base 
of regional and local budgets (tax authori  es receive 
their pay and funding out of the federal budget). 

It is to be reminded, however, that for solu  on of 
the issue of  mely and complete forma  on of reve-
nues of regional and local budgets the federal execu-
 ve authority (that is the FTS of Russia) was entrusted 

once with responsibility to prepare and send to tax-
payers no  ces on the amount of payments to regional 
and local budgets. Such a decision was taken in order 
to prevent establishment of duplicate regional tax 
authori  es which report to regional authori  es. Exis-
tence of duplicate tax authori  es would result (as one 
can easily imagine) in a confl ict of interests in tax is-
sues between the Federa  on and the regions, so, the 
federal government entrusted tax authori  es with a 
responsibility to ensure forma  on of revenues of re-
gional and local budgets in accordance with the exis-
 ng legisla  on. In our view, the proposal of the FTS of 

Russia that waives direct responsibility of the FTS of 
Russia for forma  on of revenues of regional and local 
budgets requires further development considering the 
fact that in the Russian Federa  on there are two state 
levels – the federal level and the regional level – and 
it is to be noted that state authori  es at the level of a 
region and local government authori  es do not have 
powers yet to collect such taxes, carry out tax audits 
and accrue and charge fi nes and penal  es at the ex-
pense of taxpayers’ cash funds and property.

One should not ignore another aspect of the 
above problem. When speaking at the Gaidar Forum3 
about the factors behind the proposal to introduce 
the prac  ce of self-accrual of a por  on of the indi-
vidual income tax the Head of the Federal Tax Service 
of Russia points to the fact that in calcula  on of pay-
ments the informa  on of registra  on authori  es (the 
Rosreestr, the State Traffi  c Safety Inspectorate (STSI) 
and other) – which informa  on “is not always cor-
rect” – is used, a ques  on arises how the networking 

3  Ibid.
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between federal agencies was organized to prevent 
such instances? 

The tax authori  es have offi  cially recognized that 
they have no reliable data on the property of individu-
als, so, they probably hesitate about sending tax no-
 ces. The informa  on on new property and changing 

of owners is to be provided to them by notaries, the 
Rosreestr and the STSI. Though notaries maintain a 
unifi ed updated database on  tles to property, it cov-
ers only persons who applied to them in re-issuing of 
documents on property. A  er 15 years of opera  on, 
the data of the Rosreestr remains unreconciled with 
the data of the FTS of Russia. Un  l recently, one could 
have personal motor vehicles registered not only at 
the place of residence of the owner, but also at the 
place of use by the owner (for example, motor vehicles 
could be sold on the basis of a power of a  orney) and 
other.  The FTS of Russia, the Rosreestr and the STSI 
are federal agencies, while notaries are united into the 
Federal Notary Associa  on. It easy to understand why 
it is diffi  cult for tax authori  es to establish an updated 
database on actual owners and the value of their prop-
erty – they are at the same managerial level with other 
federal departments and agencies which have to pro-
vide them with the informa  on. If such informa  on is 
not provided  mely, the tax authori  es cannot send 
them instruc  ons with deadlines specifi ed, so, net-
working is carried out via the Government of the Rus-
sian Federa  on. In addi  on to the above, inaccuracy of 
the databases is probably caused by the fact that no-
taries, the STSI and the Rosreestr have their own data 
coding systems and do not use the taxpayer iden  fi ca-
 on number (TIN) and the taxpayer classifi ca  on code 

(TCC) for grouping of the informa  on. Tax authori  es 
and the Government of the Russian Federa  on have 
to solve urgently the issue of reconcilia  on of codes 
of databases of diff erent federal agencies to ensure an 
automated collec  on of the informa  on on the basis 
of taxpayers’ TIN and TCC. 

As regards the possibility to receive the updated 
informa  on from taxpayers within the frameworks of 
“personal offi  ces”, such form of coopera  on should be 
promoted and encouraged by all means. Availability 
of “personal offi  ces” is a big achievement of the FTS 
of Russia. It permi  ed the tax authori  es to iden  fy 
discrepancies in the exis  ng databases because a large 
number of people got an on-line access to the informa-
 on on their property in registers of the FTS of Russia. 

However, “personal offi  ces” permit only to iden  fy the 
facts of invalid data in databases, but do not solve the 
issue of automated collec  on of the valid data from 
other authorized federal agencies which data is re-
quired for calcula  on of taxpayers’ current obliga  ons 
as regards payments to regional and local budgets. 

5. As expected, a  er the status of a mega-regulator 
was assigned to the Central Bank of Russia the priority 
measures it developed included among other things 
amendment of the rules of determina  on of tax re-
sponsibili  es as applied to opera  ons on the securi-
 es market, fi nancial instruments of forward deals 

(FIFD), depositary receipts and other. What is meant 
here is Federal Law No.420-FZ of December 28, 2013 
by which serious amendments were introduced into 
a few chapters of the Tax Code of the Russian Federa-
 on (TC RF). Generally, the Law is a fairly good docu-

ment and deals with se  lement and specifi ca  on of 
many stock market tax issues which have arisen of late 
due to both more ac  ve presence of Russian issuers 
and investors on interna  onal stock markets and intro-
duc  on of addi  onal privileges and easing of require-
ments. By amendments to the Tax Code of the Russian 
Federa  on, the specifi cs of taxa  on of the VAT, indi-
vidual income tax and corporate income tax has been 
determined in respect of opera  ons with depositary 
receipts, securi  es, FIFD, REPO opera  ons with secu-
ri  es, as well as opera  ons with an individual invest-
ment account. The Law is oriented at harmoniza  on 
of rules of opera  ons with diff erent types of securi-
 es and FIFD on the Russian and interna  onal markets 

with or without engagement of Russian or foreign pro-
fessional par  cipants for carrying out such ac  vi  es.

At the same  me, in our view rather controversial 
innova  ons – which may result in big problems for 
the economy as a whole – failed to be avoided. It is 
to be stated that in technical terms the level of devel-
opment of amendments is incoherent, too. The most 
typical mistake is a refusal to fi nd a general solu  on 
of the issue: in the text of the special tax chapters of 
the Tax Code of the Russian Federa  on new terms and 
mechanisms were introduced without any system; the 
above terms and mechanisms should be of general 
nature and without any reference to the rules of ap-
plica  on of those terms and mechanisms within the 
frameworks of other tax systems. The above will result 
in numerous li  ga  ons. 

As regards VAT. If realiza  on of fi nancial instru-
ments of forward deals was exempted from payment 
of VAT, opera  ons on assignment (reassignment) of 
 tles (claims) to those instruments is now exempted 

from VAT, too. A VAT privilege was granted in respect 
of services related to trust management of pension 
savings funds, payable reserve funds and pension sav-
ing funds of insured persons to whom a termed pen-
sion payment is granted and some opera  ons carried 
out within the frameworks of clearing ac  vi  es.

The procedure for a  ribu  on of VAT amounts to 
costs related to produc  on and sale of goods (jobs and 
services) by en   es which carry out opera  ons both ex-



THE REVIEW OF REGULATORY DOCUMENTS ON TAXATION ISSUES

63

empted from VAT payment and not (Ar  cle 170 (4) of 
the Tax Code of the Russian Federa  on) was adjusted to 
a great extent. However, the amendments introduced 
are ques  onable. The newly established procedure 
for accoun  ng in costs or acceptance for deduc  on of 
a por  on of input VAT on purchased goods, jobs and 
services, including capital assets, intangible assets and 
property rights used in produc  on of goods (jobs and 
services) suggests division of the input VAT in propor-
 on to taxed and untaxed volumes of goods (jobs and 

services) sold during the period under review. The tax-
payer will be obligated now to carry out separate ac-
coun  ng of the input tax on purchased goods (jobs and 
services), including capital assets and intangible assets 
and property rights used for carrying out of taxed and 
untaxed (exempted from taxa  on) opera  ons.

If the taxpayer does not maintain separate account-
ing of VAT on purchased goods (jobs and services), VAT 
is not subject to deduc  on, nor is included in expendi-
tures accepted for deduc  on in calcula  on of the cor-
porate profi t tax, that is, it is a  ributed in full to the 
taxpayer’s profi t. 

The VAT paid as a part of indirect costs (mainly 
administra  ve and management expenses) is usually 
distributed completely within a month when such ex-
penses were made in propor  on to volumes of taxed 
and untaxed turnovers. It is an absolutely logical de-
cision as indirect costs are related to the en  re pro-
duc  on. As regards the input VAT on the purchased 
capital assets and intangible costs (which will be at-
tributed to manufacturing costs by installments dur-
ing a long period of  me) it can be supposed that in 
that situa  on the same principle of distribu  on of 
the input VAT as in respect of indirect costs will be 
applied because the Tax Code of the Russian Fede-
ra  on does not provide individual explana  ons. A 
non-rou  ne situa  on may arise where the input VAT 
corresponding to the share of deprecia  on of capital 
assets purchased, for example, for manufacturing of 
glasses and the accrued one (deprecia  on) in the pe-
riod under review when glasses were not produced 
at all will be included in full in the costs related to 
issuing of securi  es whose issue was realized par-
 cularly in that repor  ng period when glasses were 

not produced. It is s  ll unclear whether the judge will 
agree on such an approach to distribu  on of the in-
put VAT. Other schemes of distribu  on of the input 
VAT on capital assets and intangible assets can hardly 
be u  lized as they suggest introduc  on of individual 
accoun  ng by each inventory number in sec  on of 
 me periods when deprecia  on was accrued with 

distribu  on of the share of the input VAT applicable 
to the relevant period in propor  on to the taxed and 
untaxed turnover and other.  

As regard the individual income tax.  Within the 
frameworks of text of the chapter on the individual in-
come tax1, an important issue dealing with determina-
 on of the taxa  on base in realiza  on of securi  es of 

Russian issuers, which securi  es were purchased ear-
lier with u  liza  on of depositary receipts of Russian 
issuers or those of foreign issuers issued in respect of 
 tles to securi  es of Russian issuers or received during 

free of payment priva  za  on was se  led. Depositary 
receipts under the taxa  on scheme are made equal 
to deriva  ve instruments of forward deals (deriva  ve 
fi nancial instruments), that is, expenditures related 
to purchasing of a depositary receipt are qualifi ed as 
expenditures on purchasing of a security in respect of 
which a depositary receipt was issued by Russian or 
foreign issuer of a depositary receipt. Expenditures of 
issuers of depositary receipts on purchasing of securi-
 es (as grounds for a subsequent issue of a depositary 

receipt) are a  ributed to expenditures on purchasing 
of the depositary receipt proper. Such a scheme per-
mits to indemnify the expenditures in full to the seller 
of a security and at the same  me distribute fairly the 
tax base between the budgets of diff erent countries if 
securi  es of Russian issuers were purchased par  ally 
with use of depositary receipts and par  ally realized 
by owners who received them free of charge in the 
course of priva  za  on2.

Due to u  liza  on of an investment account, in his 
work on a stock market it has become possible for an 
ordinary investor to diversify the scheme of invest-
ment tax deduc  on. The following fairly economically 
reasonable scheme has been proposed: the funds de-
posited by an individual into an individual investment 
account (but no more than Rb 400,000 a year) do not 
par  cipate in determina  on of the size of a standard 
investment tax deduc  on. It is quite a reasonable ap-
proach as the funds are withdrawn from individual’s 
personal consump  on and invested into the stock 
market. A tax deduc  on on the individual investment 
account (maximum Rb 400,00 a year) is granted to the 
taxpayer provided that within the term of the agree-
ment on maintenance of the individual investment 
account (minimum three years) the taxpayer does not 
conclude other agreements on maintenance of indi-
vidual investment accounts except for cases of termi-
na  on of the agreement with a transfer of all the assets 
accounted for in the individual investment account to 

1  That is the issue which was pointed out when it was said that 
general terms were included by technical amendments into spe-
cial chapters on specifi c taxes. The above situa  on will complicate 
applica  on of unifi ed approaches to taxa  on of the same instru-
ments and deals. It seems the authors of amendments are not 
quite good at arrangement of norms in the Tax Code of the Russian 
Federa  on.
2  See Ar  cle 214.1 (6.1) of the Tax Code of the Russian Federa  on.
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another individual investment account opened to the 
same individual.

A standard investment tax deduc  on in the form 
of income from realiza  on (redemp  on) of securi  es 
owned by the taxpayer for over three years (except the 
ones separated in the individual investment account) 
is now transformed into a calcula  on formula which 
determines the share of income from realiza  on of 
securi  es owned by the taxpayer for over three years 
in the fl ow of securi  es realized (redeemed) in the re-
por  ng period (beyond the investment account). 

The ul  mate size of that standard investment tax 
deduc  on in the tax period is determined as product 
of Кtsb ra  o (which determines the share of securi  es 
owned by the taxpayer for over three years) and the 
amount equal to Rb 3m. 

Instead of a tax deduc  on on deposits to the indi-
vidual investment account (Rb 400,000 each in the tax 
period), the taxpayer may receive a tax deduc  on in the 
form of exemp  on from taxa  on of income received at 
closing of the agreement on individual investment ac-
count, but on condi  on that that taxpayer during the 
en  re term of the agreement never used a tax deduc-
 on in respect of funds deposited to the account.

As regards the profi t tax. Amendments to Ar  cle 
251 (1) (4) provide for withdrawal from profi t tax the 
amounts of the returned property and property rights 
within the limits of the par  cipant’s deposit (contribu-
 on) in case of reduc  on of the charter capital in ac-

cordance with the legisla  on, exit by the par  cipant 
from the business en  ty or distribu  on of the pro-
perty of liquidated business en   es between par  ci-
pants. It is to be reminded that the issue of exemp-
 on of individuals from payment of individual income 

tax in case of their exit from an open-end joint-stock 
company and receipt of the property within the limits 
of the deposit (contribu  on) to the charter capital is a 
ma  er of legal disputes. It is believed that within the 
frameworks of a single law (that is the Tax Code of the 
Russian Federa  on) in accordance with the principles 
declared in the Tax Code of the Russian Federa  on the 
same schemes of taxa  on should be applied to iden  -
cal deals, but those should be general decisions, rather 
than amendments to special chapters on taxes.  

The approved wording of Ar  cle 265 (1) (3.1) of the 
Tax Code of the Russian Federa  on is fairly controver-
sial. According to it, expenditures on repayment by the 
issuer of its own debt securi  es in the organized secu-
ri  es market in the amount of the diff erence between 
the sum of their redemp  on and their par value are ac-
counted for in the non-opera  ng income for the pur-
pose of taxa  on of the issuer’s profi t. A confl ict arises 
between the norms of the Tax Code of the Russian 
Federa  on as the wording of Cl. 3.1 does not take into 

account the fact that the specifi ed diff erence can be a 
discount, that is, a sort of interests and, thus, is subject 
to thin capitaliza  on under which a por  on of the inte-
rests is qualifi ed as dividends for taxa  on purposes and 
is not included in expenditures with the payer.  In the 
ar  cle in ques  on, there is no relevant reference. 

By amendments to Ar  cle 266 (1) (2) the amount of 
the borrower’s overdue interest debt which arose a  er 
January 1, 2015 on any debt obliga  ons is recognized as 
a doub  ul debt, that is, a  ributed to the bank’s expen-
ditures which reduce the tax base “if that debt was not 
repaid within the  me-limits set by the agreement re-
gardless of the existence of a collateral, surety and bank 
guarantee”. The above norm appears rather controver-
sial as it is aimed at protec  on of the interests of banks 
with a latent (concealed) insolvency due to existence of 
“bad debts”. The state should not encourage conceal-
ment of such informa  on from poten  al depositors and 
creditors by tax methods. It is equal to shi  ing of losses 
to a third person (poten  al depositors and creditors). 
Such a fi nancial policy may produce rather nega  ve 
consequences for the en  re banking sector of the Rus-
sian Federa  on. Let us explain our posi  on. 

The approved norm means that banks are actu-
ally permi  ed to accumulated penalty interests in re-
serves and a  ribute them to reduc  on of the taxable 
profi t. Earlier, banks had an opportunity to a  ribute 
only unpaid debts and short-received contract inte-
rests to losses accounted for the purpose of taxa  on 
of profi t. Penalty interests were to be paid at the 
expense of the bank’s own profi t (that is, a  er-tax 
profi t). If offi  cially the bank had profi t, but in real-
ity it was a profi t tax defaulter, tax authori  es would 
promptly iden  fy that situa  on and the bank would 
be transferred under the management of the Deposit 
Insurance Agency (DIA). At present, the interests ac-
crued to the debtor for a delay in payment is inter-
preted without any limita  ons as the bank’s ordinary 
expenditures. Such a decision is highly dangerous in 
economic terms as it s  mulates emergence of phan-
tom-banks which have bad debts instead of assets; 
such banks will neither restructure themselves  me-
ly, nor go bankrupt, but look like a fi nancially stable 
ins  tu  on which is en  tled to carry on its business. 
Earlier, emergence of phantom-banks was controlled 
by supervising bodies of the Central Bank of Russia 
and the Federal Tax Service of Russia. At present, the 
FTS of Russia is excluded from that work. 

The new wording of Ar  cle 269 of the Tax Code of 
the Russian Federa  on (on thin capitaliza  on) largely 
expands the classifi ca  on of the types of debt obliga-
 ons and diff eren  ates the ul  mate values of interests 

for such obliga  ons (instead of the earlier applied two 
types of ul  mate values of interests a  ributed to ex-
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penditures on ruble and foreign currency obliga  ons); 
for banks the rates on controlled deals in rubles are 
set at 75% to 180% and 75% to 125% of the rate of re-
fi nancing of the Central Bank of Russia in 2015 and the 
one eff ec  ve from January 1, 2016, respec  vely; indi-
vidual rates are set on obliga  ons in euro, yuan, Swiss 
francs and other. The above measures are pro bably 
aimed at elimina  on of the eff ect of fl uctua  on of ex-
change rates of diff erent currencies and condi  ons of 
a  rac  on of foreign currency loans in diff erent foreign 
markets on the size of tax obliga  ons in u  liza  on of 
the mechanism of thin capitaliza  on.

By amendments to Ar  cle 271, Ar  cle 272 and Ar  -
cle 280, the no  on of “realiza  on” has been expanded 
(redemp  on of securi  es, termina  on of obliga  ons 
by a setoff , termina  on of obliga  ons due to liquida-
 on of the issuer and other). The dates of recogni  on 

of the income and expenditures from realiza  on have 
been specifi ed in respect of securi  es depending on a 
specifi c type of the deal; the rules of distribu  on of in-
come of expenditures by taxable periods if the agree-
ment was in eff ect for a few years were specifi ed, as 
well. It is stated that redemp  on of depositary receipts 
in obtaining of securi  es and assignment of securi  es 
in placement of depositary receipts which cer  fy the 
 tle to securi  es are not recognized as realiza  on or 

replacement of securi  es. 
Ar  cle 280 set the procedure for determina  on of 

the market value of securi  es listed at Russian or for-
eign stock exchanges. In case of realiza  on of market-
able securi  es at a price which is below the minimum 
price of a deal on the organized securi  es market, the 
minimum price of the deal on the organized securi  es 
market is accepted in determina  on of the fi nancial re-
sult. In case of a purchase of marketable securi  es at 
a price which is higher than the maximum price of the 
deal on the organized securi  es market, the maximum 
price of the deal on the organized securi  es market is 
accepted in determina  on of the fi nancial result. As re-
gards equi  es which are not marketable on the orga-
nized market, the market value within a 20% fl uctua  on 
from the es  mated price of a security is accepted. The 
procedure for determina  on of the es  mated price of 
a non-marketable security is set by the Central Bank of 
the Russian Federa  on by agreement with the Minis-
try of Finance of Russia. The mechanism of calcula  on 
of the market price on unit shares of diff erent types 
of investment trusts is outlined in detail. Similarly, the 
market price on non-marketable fi nancial instruments 
of forward deals is determined (with a 20% fl uctua  on 
taken into account) in accordance with Ar  cle 305 as 
amended of the Tax Code of the Russian Federa  on1.

1  See Ar  cle 219.1 of the Tax Code of the Russian Federa  on 
and cl. 9.1 sit. 226.1.

The general rule of separate accoun  ng of the fi nan-
cial results as regards marketable and non-marketable 
securi  es and FIFD in the taxable period has been pre-
served. Losses on non-marketable securi  es and FIFD 
should not reduce the income from opera  ons with 
marketable securi  es and FIFD on the organized mar-
ket. On the other side, revenues from non-marketable 
securi  es and FIFD may reduce losses which are ac-
counted for in determina  on of the general tax base.

In Ar  cle 279, in determina  on of the tax base in 
case of assignment of claims limita  ons have been 
included as regards acceptance for deduc  on of in-
terests with taking into account the new rules of de-
termina  on of the ul  mate amount of the recognized 
interests set in Ar  cle 269 dealing with the thin capi-
taliza  on. 

The procedure for determina  on of incomes and 
expenditures on REPO deals, including in case of un-
due fulfi llment or termina  on of the deal (Ar  cle 282 
as amended) has been specifi ed; it is to be noted that 
the deadlines within which the deal is not considered 
as unduly fulfi lled for tax purposes have been legisla-
 vely increased (that is, within 10 days as regards the 
fi rst part of the deal to 30 days as regards the other 
part of the REPO deal).

Ar  cle 283 as amended provides for addi  onal 
privileges to educa  onal and medical establishments, 
agricultural organiza  ons, the Central Bank of Russia 
and Skolkovo residents  – the above en   es (unlike 
other taxpayers) are allowed to carry forward losses 
occurred in the period of applica  on of the zero tax 
rate to reduc  on of the profi t in subsequent periods 
in accordance with the general loss-carry forward pro-
cedure. The above privilege is extended to losses in-
curred by a taxpayer from realiza  on or other replace-
ment of Russian en   es’ securi  es (par  cipa  ng inter-
ests in the charter capital)  specifi ed in Ar  cle 284.2 of 
the Tax Code of the Russian Federa  on. 

In Ar  cle 304, the wording was defi ned more pre-
cisely of the specifi cs of determina  on of income and 
expenses on swap-contracts and op  on contracts 
which are not marketable on the organized market if 
the party to the deal is the central counteragent which 
carries out ac  vi  es in accordance with the legisla  on 
of clearing ac  vi  es. Ar  cle 305 as amended sets the 
rules of determina  on of the market price of non-mar-
ketable swap-contracts and op  on contracts. It was 
specifi ed that if deals were made with par  cipa  on 
of the counteragent which carried out ac  vi  es in ac-
cordance with the legisla  on on clearing ac  vi  es the 
actual price of the deal is recognized as a market price. 

Ar  cle 5 of Federal Law No.420 sets the procedure 
for carrying forward losses – which arose before Janu-
ary 1, 2014 – on opera  ons with securi  es and FIFD. 
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Ordinary investors (non-professional par  cipants) are 
permi  ed to write off  losses by 20% annually un  l 
2025 separately on marketable and non-marketable 
securi  es and FIFD.

In case of professional par  cipants, losses on non-
marketable securi  es and FIFD can be a  ributed to 
the total tax base star  ng from January 1, 2015 in ac-
cordance with the procedure set in the new wording 
of Ar  cle 283 of the Tax Code.

As regards REPO opera  ons which remain outstand-
ing  ll January 1, 2015, the procedure for determina-
 on of the tax base and carrying forward of losses – 

which procedure was earlier in eff ect – is applied.

Among other regulatory documents, it is worth 
poin  ng out the following: 

1. Federal Law No. 428-FZ of December 28, 2013 
specifi es the terms of applica  on of reduced tariff s of 
insurance contribu  ons to state social extra-budgetary 
funds for en   es which carry out their ac  vi  es in the 
fi eld of informa  on technologies in the 2011–2019 
period. For applica  on of such tariff s, the threshold 
of the average number of workers is reduced from 
30 persons to 7 persons, while the index of the share 
of “profi le” income in the total volume of income is 
adjusted to the diff erence in the rates for comparison 
with the established criterion. 

2. By Decision No.VAS-13048/13 of December 4, 
2013 of the Supreme Arbitra  on Court of the Russian 
Federa  on, the posi  on of taxpayers who applied for 
recogni  on of Le  er No. 03-03-06/1/630 of Decem-
ber 6, 2012 of the Ministry of Finance of the Russian 
Federa  on as null and void due to its noncompliance 
with the norms of Ar  cle 265 (2) (5) of the Tax Code of 
the Russian Federa  on was supported. In accordance 
with the above le  er, the fact of absence of the guilty 
party in case of the   of goods at self-service stores 
should be confi rmed in a wri  en form by an author-
ized state authority. The Court came to a conclusion 
that a shor  all which was iden  fi ed during inventory 
audi  ng at self-service en   es cannot be a  ributed to 
the guilty party because they cannot be determined. 
In addi  on to that, according to the expert’s conclu-
sion in such a situa  on it is impossible to ini  ate crimi-
nal proceedings because the amount of the shor  all is 
formed as a result of unrecorded the  s commi  ed by 
an uncertain set of people in uncertain  me. 

According to the Ministry of Finance of the Russian 
Federa  on, if the case was not ini  ated expenditures 
and losses incurred due to the facts of the   are not 
accepted for deduc  on from the tax base. In that situ-
a  on, the Court decided that the requirement to pro-
vide a decision on ini  a  on of criminal proceedings 

was needless, while the one to provide a resolu  on on 
suspension (termina  on) of the preliminary inves  ga-
 on, impossible. 

At the same  me, the issue that the input VAT on 
stolen goods should apparently not be accepted for 
deduc  on (setoff ) remains unexplained. 

3. Establishment of economic responsibility of a self-
serving en  ty (SSE) for quality of services rendered to 
its members in the fi eld of power-supply is a highly im-
portant trend. It is amendments introduced by Federal 
Law No. 399-FZ into the Federal Law on Power Saving 
and Upgrading of Power Effi  ciency in the Russian Fede-
ra  on that are meant here.

Joint responsibility of SSE and a person who car-
ries out energy inves  ga  on is established for losses 
caused to consumers due to substandard quality of 
services. Joint professional responsibility permits to 
switch over services of natural monopolies from a tar-
iff  scheme where risks are set off  by growth in the indi-
vidual monopoly tariff  to the fi eld of market rela  ons 
where SSE establish joint compensa  on funds or insu-
rance funds (with the size of minimum Rb 2 million), 
while availability of a large number of SSE par  cipants 
permits to set tariff s on a compe   ve basis. 

4. Applica  on of concessionary forms of provision 
of such services is no less subtle solu  on of the issue 
of replacement of monopoly prices by market prices 
in payment of state services. A concession agreement 
can be concluded if the state by virtue of economic 
factors is not prepared to render (fully or par  ally) 
one or another service, while SSE do not exist in that 
fi eld. 

The scheme of u  liza  on of a concession agree-
ment for rendering paid state and municipal services 
to third persons consists in the fact that in case of a 
failure by the concessionaire to comply with the terms 
of provision of service the agreement is terminated 
and the concessionaire is paid for the services actually 
rendered with the minimum norm-based profi tability, 
while the right to further rendering of paid services is 
placed again through a tender for a certain period with 
a condi  on that technical requirements are complied 
with and payment for services is charged at reason-
able tariff s.

By Federal Law No. 438-FZ of December 28, 2013, 
amendments were introduced into federal laws on 
concession agreements and road ac  vi  es. The above 
amendments provide for ves  ng in the Government of 
the Russian Federa  on, regional authori  es and mu-
nicipal authori  es the right to develop the methods of 
determina  on of fares for paid motorways of respec-
 ve levels.
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CHANGES IN THE REGULATORY BASE OF THE BUDGETARY PROCESS
M.Goldin

From January 1, 2014, Resolu  on No.1275 of De-
cember 16, 2013 of the Government of the Russian 
Federa  on approving the Statute on the Approximate 
Terms of State Contracts (Contracts) on the State De-
fense Order came into eff ect.  

The Statute determines the approximate terms of a 
state contract on the state defense order and contract 
(agreement) concluded for the purpose of fulfi llment 
of the state defense order for use by government cus-
tomers of the state defense order, principal contractors 
of the state defense order and contractors engaged in 
supply of goods, fulfi llment of jobs and rendering of 
services in respect of the state defense order. The ap-
proximate terms of state contracts and contracts on 
the defense order – which terms are approved by the 
Act of the Government of the Russian Federa  on – are 
to be used by agencies in development of standard 
state contracts or standard terms of state contracts. 

In the Statute on the Terms of State Orders, the 
following terms of state contracts (contracts) are out-
lined: the scope, price, a principal contractor’s (per-
former’s) rights and obliga  ons which are to be or 
can be included in state orders (contracts), rights and 
obliga  ons of a government customer (customer), as 
well as terms which refl ect the specifi cs of conclusion 
of individual types of state contracts. In addi  on to the 
above, the state contract (contract) include provisions 
which determine the procedure for u  liza  on thereof, 
provisions on the par  es’ responsibili  es and a num-
ber of other provisions. 

In par  cular, a scope of a state contract (contract) 
is to be determined by descrip  on of goods, jobs and 
services which cons  tute the item and (or) items of 
purchase in accordance with the procedure estab-
lished by the legisla  on on the contract system in the 
sphere of purchasing of goods, jobs and services to en-
sure state and municipal needs. 

Also, the Statute on the Terms of State Orders sets 
that if in a state contract whose ini  al (maximum) price 
exceeds Rb 1bn addi  onal obliga  ons of the principal 
contractor are to be established. 

• to provide a government customer within the 
required period with the informa  on on its 

In January, the Resolu  on of the Government of the Russian Federa  on se   ng a mandatory provision which 
government customers must observe in respect of state contracts on the state defense order came into eff ect. 
Amendments were introduced into the procedure for development of target programs.

benefi ciaries, sole execu  ve body of the busi-
ness en  ty (Director, General Director, Manag-
er, President and other), members of the col-
lec  ve execu  ve body of a business en  ty and 
manager (Director and General Director) of the 
en  ty or unitary enterprise or other governing 
bodies of the principal contractor; 

• to provide the government customer with 
the informa  on on all the contractors (third 
persons) of the state contract (contract) that 
concluded with the principal contractor (con-
tractor) contracts whose price (total price) 
amounts to over 10% of the price of the state 
contract. 

By Resolu  on No.28 of January 15, 2014 of the 
Gover nment of the Russian Federa  on, amendments 
were introduced into the Procedure for Development 
and Realiza  on of Federal Target Programs and Inter-
governmental Target Programs In which the Russian 
Federa  on Par  cipates approved by Resolu  on No. 
594 of June 26, 1995 of the Government of the Rus-
sian Federa  on. Amendments were mostly introduced 
in the third sec  on of the Procedure – Forma  on of a 
Target Program.

In par  cular, the objec  ves of provision of budget 
investments in the charter capital of an open-end 
joint-stock company were specifi ed. For now, such in-
vestments are allocated for the purpose of implemen-
ta  on of investment projects on building, moderniza-
 on, including restora  on,  technical upgrading of ca-

pital development projects owned by such joint-stock 
companies or purchasing of real property projects in 
ownership of such joint-stock companies. Earlier, the 
purposes for which budget investments were allo-
cated into the charter capital of open-end joint-stock 
companies were rather vague: “for the purposes of 
implementa  on of investment projects at capital de-
velopment projects owned by them”.

In addi  on to the above, further limita  on was set 
on the size of budget alloca  ons on realiza  on of such 
an investment project: the size cannot be set above 
90% and below 5% of the es  mate cost of the capital 
development project. 
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Also, by amendments to the Procedure new limita-
 ons on alloca  on of budget funds provided within 

the frameworks of budget investments into the char-
ter capital of an open-end joint-stock company were 
introduced. The above funds can be used neither on 
engineering survey and (or) development of project 
documenta  on on specifi ed projects, nor on purchas-
ing of land plots for development and carrying out of 
state due-diligence of the project documenta  on and 
the outputs of the engineering survey, verifi ca  on of 
the accuracy of the cost es  mate of capital develop-
ment projects, as well as technological and pricing 
audit of investment projects.

In addi  on to the above, the procedure was supple-
mented with the following provisions: 

• if a target program provides for provision of sub-
sidies to federal state budget-funded and federal 
state autonomous en   es, federal state unitary 
enterprises for implementa  on of investment 
projects on building and moderniza  on, includ-
ing restora  on, technical upgrading of capital 
development projects related to the property 
owned by the Russian Federa  on or purchasing 
of real property projects in the ownership of the 
Russian Federa  on, the total (maximum) volume 
of subsidies provided for implementa  on of an 
investment project is to be determined by the 

Government of the Russian Federa  on in the 
statutory act on approval of the target program;

• subsidies provided to en   es for implemen-
ta  on of investment projects on building and 
moderniza  on, including restora  on and tech-
nical upgrading of capital development projects 
related to the property owned by the Russian 
Federa  on within the frameworks of target 
programs cannot be used on fi nancing of the 
development of project documenta  on, pur-
chasing of the rights to use the standard pro-
ject documenta  on the informa  on on which 
is included in the register of the standard pro-
ject documenta  on (as regards residen  al and 
administra  ve buildings, cultural facili  es and 
social ameni  es), carrying out of engineering 
surveys made for development of such a pro-
ject documenta  on and due-diligence of the 
accuracy of the cost es  mate of capital deve-
lopment projects and building (moderniza  on, 
including restora  on and technical upgrading) 
which is expected to be carried out with u  li-
za  on of subsidies granted and fulfi llment of 
technological and pricing audit of investment 
projects on building (moderniza  on, including 
restora  on and technical upgrading) of capital 
development projects.  
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RUSSIA IN GLOBAL RANKING
V.Starodubrovsky

 The data on the 2014 Index of Economic Freedom1 
has been published. The index was created by The Her-
itage Founda  on (an independent organiza  on which 
is not supported by any government) in conjunc  on 
with The Wall Street Journal. The index is compiled 
based on the data on the previous mid-year. It de-
scribes various, including systemic, aspects of business 
environment. Foreign investors rely on the index, al-
though the reliability of its measures is o  en contro-
versial. Some  mes the index creators are reproached 
for being prejudice towards Russia. However, in cer-
tain cases, as noted below, their assessments seem to 
be more op  mis  c against the real situa  on. 

The authors of the report defi ne economic freedom 
as “absence of government coercion or constraint of 
economic ac  vity, distribu  on, or consump  on of 
goods and services, beyond that which is necessary for 
the protec  on and maintenance of liberty itself”. They 
are sure that there are clear rela  onship between eco-
nomic freedom and successful economic development. 
This is virtually proved, as will be seen, by the data on 
Russia where the weakness of the most important as-
pects of business environment and related freedoms 
slows down economic growth and leads to stagna  on 
in economic development. Seeking advancement to a 
higher score on the index tends to open up the capabil-
i  es of a market-driven economy in ensuring a stable, 

1  The index is graded on the basis of analysis of the 10 eco-
nomic freedoms and law which govern business environment, co-
vering 186 countries (experts have managed to provide quan  ta-
 ve ra  ngs on 178 countries though), on a scale of 0 to 100, where 

100 corresponds to maximum freedom. Countries are considered 
“free” economies with economic freedom scores between 80 and 
100, “mostly free” economies with scores between 70 and 79.9, 
“moderately free” economies with scores between 60 and 69.9, 
“mostly unfree” economies with scores between 50 and 59.9, “re-
pressed” economies with scores below 50. The index has been cal-
culated since 1995. 

Various interna  onal organiza  ons has recently published country rankings on various business environment 
metrics, namely Index of Economic Freedom, Corrup  on Percep  on Index, Forbes’s “Best Countries for Business”. 
Russia ranks low by all these organiza  ons. The current tragic situa  on in Russia is determined by the disastrous 
situa  on with property rights, freedom from corrup  on, investment freedom, etc. – the fundamental, corner-
stone components of business freedom. This leads to economic stagna  on, prevents the advancement of more or 
less successful areas within the ins  tu  onal environment. No wonder that certain scores in rankings are moving 
up while the economy is declining. The main problem in Russia, according to the GEM Project (Global Entrepre-
neurship Monitor), is that a new business can hardly survive a  er star  ng. Most individuals fail when it comes to 
star  ng a business in Russia.

posi  ve dynamics and creates predictable condi  ons 
for individuals and businesses. A country’s overall eco-
nomic freedom score is a simple average of its scores 
on the 10 individual freedoms: 1. Business Freedom; 
2. Trade Freedom; 3. Fiscal Freedom; 4. Gover nment 
Size; 5. Monetary Freedom; 6. Investment Freedom; 
7. Financial Freedom; 8. Property Rights; 9. Freedom 
From Corrup  on; 10. Labor Freedom2. 

According to the authors, world economic free-
dom has improved by 0.7 point from last year and the 
global average economic freedom score has reached 
60.3, the highest ever recorded in the 20-year history 
of the Index. Only six countries have been considered 
the world’s “freest” economies, namely Hong Kong 
with an economic freedom score of 90.1, Singapore, 
Australia, New Zealand, Sweden, and Canada (with a 
score of 80.2). Twenty seven economics have earned 
the designa  on of “mostly free” including the United 
States which has lowered from 10 to 12 place with a 
score of 75.5, Great Britain (14th with 74.9), Germany 
(18th with 73.4), Finland (19th with 73.4), Sweden (20th 
with 73.1) Japan (25th with 72.4). This group includes 
three former Soviet republics: Estonia (11th with 75.9) 
which has overtaken the United States, Lithuania (21st 
with 73.0), and Georgia (22nd with 72.6). The group of 
“moderately free” countries comprises 55 countries 
including most of the EU countries, Armenia, Latvia, 
Israel, Albania, South Africa, Kazakhstan, Kyrgyzstan, 
“mostly unfree” – 60 countries including the BRIC 
countries. Twenty six countries have been graded “un-
free”. Zimbabwe, Cuba and North Korea bring up the 
rear. 

Russia has had a score of 51.9, gaining 0.8 points 
from last year, but moved down from 139th to 140th 
place. Russia is ranked 41st out of 43 countries in the 

2  For more details on individual freedoms please refer to the ma-
terials posted in h  p://www.heritage.org/index/book/chapter-5 
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Europe region and remains at the bo  om of the list of 
the countries with “mostly unfree” economies, being 
one place behind Tajikistan. 

Table 1 shows Russia’s overall score and its com-
ponents over the past 12 years. The Table shows that 
Russia’s current score on the index are lower than it 
was during the economic growth prior to the crisis (a 
score of 52.8 in 2004, 52.3 in 2006, 52.4 in 2007), then 
it dropped during the crisis and stalled between 2009 
and 2012, ranging around 50.5, and started to move 
up slowly since 2013. However, it was very low even in 
its palmy days, and its dynamics is stagnant. 

Russia’s highest score refer to fi scal freedom (85.6 
in 2014). In 2003–2006 it was even beyond the score 
(90) that Singapore, the second freest economy, has 
now in the overall score. Such a high score refl ected 
the indeed successful tax reform which was imple-
mented in Russia in 2002. It has slid down substan-
 ally, more than 10 points, since 2007, then increased 

slightly in the recovery period since 2010. Given such a 
dynamics and the report’s notes, this index covers not 
only pure fi scal specifi cs and tax burden, but also pub-
lic spending, as well as public debt, which eventually 
have an impact on changes to taxa  on. The threat of 
instability coming from the federal budget’s depend-
ence on global crude oil prices is also considered. At 
the same  me, it is somehow surprising to see a high 
score on fi scal freedom in 2011–2013, when insurance 
premiums saw dras  c changes and higher tax on self-
employed entrepreneurs was introduced. Russia’s 86.9 
score in 2013 has been the highest ever in the index in 
the recent years, but Russia lost 1.3 points in 2014. 

Next level is a score of 74.6 on the trade freedom 
category of the 10 economic freedoms. It has moved 
up considerably since 2013, when Russia was accessed 

to the WTO, but lost 2.8 points in 2014. The authors 
believe that it is associated with maintaining non-tariff  
barriers, including but not limited to tariff -rate quotas 
on agricultural products, which boost trade costs and 
impede imports. 

Next is a score of 70.0 on the business freedom cat-
egory of the 10 economic freedoms, which has been 
beyond the global average economic freedom score. 
Business freedom is about an individual’s right to estab-
lish and run an enterprise without undue interference 
from the state. Redundant regula  ons are the most 
common barriers to the free conduct of entrepreneur-
ial ac  vity. Economic freedom in this area is measured 
on the basis of data which is to a certain extent similar 
to that which is used to grade individual components 
of the Doing Business ranking. Its analysis was made 
in the ar  cle called “Предпринимательский климат в 
России. Процедуры душат” [Business environment in 
Russia. Strangling procedures]1. In par  cular, this rank-
ing shows a substan  al advancement in such areas 
related to business freedom as property registra  on, 
se  lement of disputes related to execu  on of con-
tracts, star  ng a business, as well as a rela  vely high 
place on bankruptcy proceedings. However, the ar  cle 
shows that any simplifi ca  on, which should be hailed 
anyway, to procedures may not lead to a real progress 
in the respec  ve areas. For instance, it is the bribery 
that cons  tutes a key barrier to star  ng a new busi-
ness at the local level, which can’t be eliminated by 
making reasonable changes to the exis  ng registra  on 
rules. With allowance for this, the business freedom 

1  Виктор Стародубровский. Предпринимательский климат. 
Процедуры душат. // Экономическое развитие России. 2013. 
№ 12. [Victor Starodubrovsky. Business environment. Strangling 
procedures. // Economicheskoye Razvi  ye Rossii. 2013. No. 12.] 
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2014 51.9 70.0 74.6 85.6 61.5 69.4 25.0 30.0 25.0 22.1 55.8
2013 51.1 69.2 77.4 86.9 54.4 66.7 25.0 30.0 25.0 24.0 52.6
2012 50.5 65.1 68.2 82.5 48.6 66.3 25.0 40.0 25.0 21.0 63.5
2011 50.5 50.7 68.2 82.7 65.1 63.1 25.0 40.0 25.0 22.0 62.9
2010 50.3 52.2 68.4 82.3 66.5 62.6 25.0 40.0 25.0 21.0 59.6
2009 50.8 54.0 60.8 78.9 70.6 65.5 30.0 40.0 25.0 23.0 60.0
2008 49.8 53.7 44.2 79.2 69.5 64.4 30.0 40.0 30.0 25.0 61.7
2007 52.2 62.0 62.6 79.5 69.5 62.8 30.0 40.0 30.0 24.0 61.5
2006 52.4 59.7 62.6 90.8 63.5 68.0 30.0 30.0 30.0 28.0 61.8
2005 51.3 55.0 63.2 91.5 58.9 65.6 30.0 30.0 30.0 27.0 61.8
2004 52.8 55.0 63.2 91.6 65.1 63.4 50.0 30.0 30.0 27.0 - 
2003 50.8 55.0 57.4 90.6 64.5 57.0 50.0 30.0 30.0 23.0 - 
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score on the index of economic freedom seems to be 
overrated. Furthermore, the authors themselves point 
out that unreasonable bureaucra  c pressure from 
regulators in Russia leads to their interfering with the 
entrepreneurial decision-making. 

Close to the foregoing category is the monetary 
freedom category of the 10 economic freedoms, 
showing a score of 69.4. This is the highest economic 
freedom score ever in the years under review. Mone-
tary freedom requires a stable currency and market-
determined prices. Consequently, businesses and in-
dividuals can be predicted in terms of their ac  vity in 
years to come. Generally, the index tends to increase 
with certain fl uctua  ons. Indeed, Russia is seeking 
an  -infl a  onary monetary policy, which has not been 
successful yet. 

Next is the government size category of the 10 
economic freedoms with a score of 61.5. Its high 
score is determined a small public debt, however the 
dynamics is less conceivable. For instance, the gov-
ernment ran a responsible fi nancial policy in the peri-
od of 2004 thru 2006, and the low score on the index 
against the backdrop of high budget surplus in 2005 
raises ques  ons. The policy worsened in 2007, go-
vernment spending increased considerably while the 
index somehow moved up. However, the 2007 index 
refl ects the data on 2006, it remained unchanged in 
the following year. The trend towards the prevalence 
of budget defi cit in 2011 and in many months within 
2012 has had an eff ect on its dynamics in recent years 
which is determined by favorable crude oil prices, ac-
cording (with good reason) to the authors. A budget 
surplus was expected too at the end of the fi rst half 
of 2013 covered by the study, but the year eventually 
saw a budget defi cit, and its score was unreasonably 
high. 

The labor freedom category has a score of 55.8, 
however the report points out that the Labor Code 
keeps impeding employment growth. The score is be-
low that which was recorded during the crisis and well 
below the highest score (63.5) in 2012. The labor free-
dom score is based on employment opportuni  es for 
individuals to work as long as they wish and wheren-
ever they wish while for businesses to hire and fi re 
employees according to their need. These are almost 
incompa  ble. The freedom of employers to hire and 
fi re employees facilitates business eff ec  veness, how-
ever the former task requires serious measures from 
the government to support the unemployed and pro-
mote new jobs. High labor freedom score may refl ect 
how weak trade unions are in protec  ng employees 
and the government in performing the said func  ons. 

The rest of the categories of the Index of Econo-
mic Freedom have disastrous scores, including those 

which play a fundamental role in crea  ng a favorable 
business environment. 

Monetary freedom has received a score of mere 
30 and considerably declined in the recent two years 
from the preceding six years. Conceptually, monetary 
freedom off ers a variety of fi nancial opportuni  es for 
building up capital and personal incomes and risk di-
versifi ca  on which reduce risk occurrences. It is essen-
 al here to score the situa  on in the banking system 

and the degree of its regula  on, as well as the degree 
of the stock market development. 

Investment freedom has received even a lower 
score of 25 in the last fi ve years, having been halved 
since 2003 and 2004. This area is dis  nguished by the 
fact that crea  ng an environment facilita  ng a maxi-
mum possible variety of opportuni  es for both inter-
nal and external investment helps provide incen  ves 
for their most effi  cient use for the benefi t of promot-
ing economic ac  vity, enhancing produc  vity, creat-
ing new jobs. The persistently deteriora  ng situa  on 
in this area in recent years, including a real decline 
of capital investment in 2013, proves that such a low 
score is correct. 

Property rights, which refer to the guiding prin-
ciples of a successful market-driven economy, have 
been graded the same score of 25. Its reliability under 
the Russian circumstances, which injects uncertainty 
into businessmen about their future, has been under-
pinning weak investment, extremely weak dynamism, 
actual economic stagna  on in recent years, especially 
in 2013. Effi  cient protec  on of property rights implies 
a well-func  oning and truly independent legal system 
including judicial system. There is no need to comment 
on the lack of such independence, prevalence of “tel-
ephone jus  ce” in this country. The reliability of incen-
 ves enforcing ra  onal conclusion and due execu  on 

of contracts is considered too in this area. 
Finally, freedom from corrup  on has the lowest 

score of 22.1. In 2014, it declined from a score of 24 in 
the last year, let alone the highest score of 28 record-
ed in 2006. The scope of corrup  on in Russia are well 
known, including its restraining eff ect on the economic 
development is obvious. In its turn, maximum open-
ness of public regulatory procedures has became a key 
tool in coping with the issue for securing freedom and 
independence of press, independence of courts, and 
other required condi  ons. 

The Russian specifi c feature – the tragic situa  on, 
to be more accurate, – is Russia falling behind in creat-
ing the fundamental condi  ons required for favorable 
business environment, which prevents the advance-
ments achieved in restric  ng barriers related to re-
dundant regula  ve procedures from contribu  ng to 
the improvement of the economic situa  on. The re-
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lated improvement in the Doing Business ranking was 
covered in the previous ar  cle. Furthermore, the same 
is related to the eff ects of high scores on the various 
aforemen  oned economic freedoms. It has to be as-
serted whenever there is a need to make a real as-
sessment of the situa  on, without being surprised by 
seeing certain scores of the rankings move up while 
the economy is moving the opposite direc  on. It is 
the clutches of unfreedom that basically impede the 
normal economic development. Unfavorable business 
environment in the country is rooted in the failure 
of most signifi cant condi  ons which are required to 
achieve a successful market-driven economy. 

Transparency Interna  onal, an independent organi-
za  on, has published its 2013 Corrup  on Percep  on 
Index1. Russia has maintained its 28 score in the index 
but moved up from 133rd to 127th, sharing the same 
place with Pakistan, Nicaragua, Mali, Madagascar, 
Lebanon, Gambia, Comoro Islands, and Azerbaijan. 
This implies that certain countries which had a higher 
score on the index have began to lag behind Russia. 
To compare, Denmark and New Zealand, which have 
been recognized the least corrupt and shared fi rst 
place, have a score of 91. Not only Russia has been 
graded behind Estonia (28th), Latvia (49th), Armenia 
(94th), but it has found itself behind Moldova (102nd) 
and Belarus (123rd). Leaving behind Kazakhstan (140th), 
Ukraine (144th), Kyrgyzstan (150th), Tajikistan (154th), 
as well as with high corrup  on remaining a severe is-
sue worldwide (more than two-thirds of the countries 
have achieved scores below 50 on the index grading 
scale) is cold comfort for Russia. Russia brings up the 
rear among the BRICS countries. South Africa and Bra-
zil rank 72nd with a score of 42, China – with 80 (40th), 
India with 94 (36th). These interna  onal comparisons is 
another clear evidence of how severe the corrup  on 
issue is in this country. 

Forbes has been ranking the Best Countries for 
Business annually since 20062. It has presented its 
2013 rankings (according to the data on 2012) cover-
ing 145 countries. Countries are normally graded on 
11 diff erent metrics including personal freedom, pro-
perty rights, investor protec  on, stable prices, trade 
freedom (availability of barriers to export and import 
of goods and services), technology, innova  on, mo-
netary freedom, corrup  on, taxes, and stock market 
performance. The study is based heavily on genera-
lizing the rankings developed by Heritage Founda  on; 

1  This index is measured on a scale of 0 to 100, where 0 is high-
est corrup  on and 100 is lowest corrup  on. The index was cal-
culated in 2013 for 177 countries and territories.   h  p://www.
transparency.org/news/pressrelease/Corrup  on_Percep  ons_In-
dex_2013_RU 
2 h  p://www.forbes.com/best-countries-for-business/list / #page: 
2_sort:0_direc  on:asc_search 

World Economic Forum; Transparency Interna  onal; 
Freedom House; World Bank; Central Intelligence 
Agency; Property Rights Alliance. 

Russia ranks 91st, improving by 14 points from the 
previous year. Ireland ranks fi rst, overtaking the for-
mer leader – New Zealand, while Hong Kong took third 
place, Great Britain was 12th, the United States – 14th, 
Japan – 28th. Russia has been ranked behind South Af-
rica (41th), Armenia (65th), Azerbaijan (67th), Kazakhstan 
(70th), Brazil (80th), Moldova (88th), but ahead of China 
(94th), India (98th), Ukraine (99th). While it is shown that 
various rankings provide diff erent results for countries, 
Russia has always been rated very low. S  ll, such rank-
ing criteria as taxes (45th), technology (58th) look a li  le 
bit be  er. Russia ranks 96th on investor protec  on, 99th 

on property rights, 112th on corrup  on, 117th on per-
sonal freedom, 125th on monetary freedom. However, 
the fundamental areas of the Russian business envi-
ronment s  ll remain lowest-ranked. 

The GEM Project (Global Entrepreneurship Moni-
tor) is of interest. Its 2013 report marks the 15th an-
niversary of the Global Entrepreneurship Monitor3. 
The Project was designed by members of the Global 
Entrepreneurship Research Associa  on. Babson Col-
lege is a founding ins  tu  on and lead sponsor of the 
Global Entrepreneurship Monitor (GEM), located in 
Wellesley, Massachuse  s, USA, is recognized interna-
 onally as a leader in entrepreneurial management 

educa  on, Universidad del Desarrollo, one of the top 
three private pres  gious universi  es in Chile, Universi-
  Tun Abdul Razak (UNIRAZAK), one of the fi rst private 

universi  es in Malaysia. In 2013 more than 197,000 
individuals who par  cipate in various phases of en-
trepreneurial ac  vity were surveyed (2029 in Russia) 
and approximately 3,800 na  onal experts on entre-
preneurship par  cipated in the study across 70 econo-
mies, collec  vely represen  ng all global regions of the 
world and a broad range of economic development. 

Let’s compare the data on various phases of entre-
preneurial ac  vity over a few years for Russia in 2013 
with the United States, Germany, Japan, and China. 

It is natural to see a certain, some  mes consider-
able, boost in entrepreneurial ac  vity in Russia since 
the 2008 crisis, as well as decline in discon  nua  on 
of business which was the highest during the crisis. 
However, it should be noted that Russia is behind the 
United States and China but ahead of Germany and 
Japan on early stages of entrepreneurship, whereas 
it is behind all the compared countries on the level 
of entrepreneurial ac  vity of established business. It 
is a good thing that early-stage entrepreneurial ac  -
vity, endeavor to start a business has been growing, 
however our major problem is that it is hard to stay 

3  h  p://www.gemconsor  um.org/docs/download/3106 
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in business, as many failed during the transi  on from 
the early-stage entrepreneurial ac  vity to the esta-
blished business ac  vity. This corresponds to a slight-
ly diff erent view of the data provided by The Russia 
Longitudinal Monitoring Survey – Higher School of 
Economics (RLMS-HSE) which shows that about 10% 

of the respondents made a  empts to start a business 
under favorable condi  ons of successful economic 
growth prior to the crisis, but just less than 4% of 
them managed to do that. Such a situa  on refl ects 
the business environment which is prevailing in the 
country.  

  
     

Table 2
THE LEVEL OF ENTREPRENEURIAL ACTIVITY IN THE COUNTRIES PARTICIPATING IN THE GEM PROJECT IN 2013 

AS PERCENTAGE OF THE ADULT POPULATION 18 64 YEARS OLD

U.S.A. Germany Japan China
Russia

2013 2012 2011 2010 2009 2008
The level of nascent 
entrepreneurial ac  vity, %1 9.2 3.1 2.2 5.2 3 3 2.4 2.1 1.8 1.7

The level of entrepreneurial ac  vity 
of owner-managers in new businesses, %2 3.7 2 1.5 8.9 2.8 2 2.3 1.9 2.3 2

Early-stage entrepreneurial 
ac  vity index (TEA), %3 12.7 5 3.7 14 5.8 4 4.6 3.9 3.9 3.5

The level of entrepreneurial ac  vity 
of established business owners, %4 7.5 5.1 5.7 11 3.4 2 2.8 2.8 2.3 1.1

The level of business discon  nua  on, %5    3.8 1.5 1.5 2.7 1.6 1 1.5 0.8 2.2 4.4 
Necessity-driven entrepreneurs (% of TEA)6 21.2 18.7 25 33.9 35.4 36 27 32 29
Improvement-driven opportunity 
entrepreneurs (% of TEA)7 57.4 55.7 59.6 35.9 42 31 42 30.3 37

1 The percentage of the popula  on (18–64 years old) who are ac  vely involved in business start-ups as owners and co-owners. The 
business exists more the three months, but has not yielded wages or other types of labor remunera  on. 

2 The percentage of the popula  on (18–64 years old) ac  ng as owner-managers in a new business. The business has paid wages and 
other types of labor remunera  on to the owner for more than three but less than 42 months. 

3 Describes the level of early-stage entrepreneurial ac  vity. The percentage of the popula  on (18-64 years old) ac  ng currently as 
nascent entrepreneurs and owner-manager in a new business. This not just a simple sum of the former two indicators. If respondent is 
involved in both types of entrepreneurial ac  vity, his/her entrepreneurial ac  vity is only considered once. 

4 The percentage of the popula  on (18–64 years old) ac  ng currently as owner-manager of an established business. The business has 
paid wages and other types of labor remunera  on to the owner for more than 42 months. 

 5 The percentage of the popula  on (18–64 years old) who have sold, discon  nued or ceased to be the owner-manager in a business 
over the recent 12 months. 

6 The percentage of the popula  on involved in early-stage entrepreneurial ac  vity by necessity, i.e. they have no other op  ons for 
income. 

7 The percentage of the popula  on involved in early-stage entrepreneurial ac  vity, who have improvement-driven opportunity mo  va-
 on to either earn more money or be more independent. 


