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Summary
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Russia saw inflation decelerate rapidly since Julyto

3.2% year-over-year in early September 2017, and a

way below the central bank’s target inflation rate for

2017. The Bank of Russia therefore moved toward a

less rigid monetary policy: a decision to cut the key

interest rate by 0.5 percentage points was made on

the 18 September meeting. In the period between

August and early in September 2017 the Russian

economy experienced a deflation for the first time

since August 2011. Prices were down owing to sea-

sonal fall of food prices, a stronger rouble, as well as

a moderately tough policy of the Bank of Russia.

Key words: inflation, monetary policy, key rate, out-

flow of capital, Bank of Russia.

Note on Cointegration Relationship

Between Real Consumption and Real

Income in Russia

Andrey Polbin – Head of Mathematical Modeling of

Economic Processes Department, Russian Presiden-

tial Academy of National Economy and Public Admin-

istration; Head of Macroeconomic Modeling Depart-

ment of the Gaidar Institute, Candidate of Economic

Sciences. E-mail: apolbin@iep.ru

Nikita Fokin – Junior Research fellow of Mathemati-

cal Modeling of Economic Processes Department,

Russian Presidential Academy of National Economy

and Public Administration; 2nd year Master Student

at Economic Faculty at the Russian Presidential Acad-

emy of National Economy and Public Administration.

E-mail: fokinikita@gmail.com

The paper is devoted to testing for existence of a

long run relationship between consumption and in-

come in Russia, We couldn’t find cointegration be-

tween consumption of households and GDP in con-

stant prices, But statistical tests are in favor of

cointegration between consumption in constant prices

and real income which we define as a ratio of nomi-

nal GDP to implicit deflator for consumption, We also

estimated a VECM model for real consumption and

real income, Our results show high predictability of

consumption growth by the error correction mecha-

nism.
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In the past few years, the volumes of Russia’s aid to

foreign states remained high. Also, substantial growth

was observed in the share of the bilateral develop-

ment aid (when the aid is channeled directly to the

recipient) as compared to the multilateral aid (when

it is provided through international organizations).

This can be explained by expansion of aid programs

to former-Soviet states, including programs aimed at

promoting the Eurasian economic integration.
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This article uses Hausmann-Klinger method of ana-

lyzing prospects of country’s economic development

through its merchandise exports. The higher the level

of EXPY index, measuring the average level of GDP

per capita of countries, having similar export special-

ization, the higher the prospects for sustainable eco-

nomic development of this country in terms of GDP

per capita level. The calculations of EXPY index in

2014 for the EAEU countries and for 45 world’s major

economies are provided in the article. The analysis

shows that for Armenia, Belarus, Kazakhstan and

Russia the level of EXPY corresponds with their levels

of GDP per capita, while for Kyrgyzstan there are still

some potential for increasing its level of GDP per

capita.
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Growth in tariffs of natural monopoly entities driven

by utilization of goods and services produced by them

as intermediary products in industrial production con-

tributes hugely to general price rises (in particular, a

10% growth in regulated gas prices results in an av-

erage increase of 2.2% in prices of Russian regions’

manufacturing industries). At the same time, the tar-

iff policy aimed at curbing growth in natural mo-

nopoly entities’ prices and costs can be used as a

short- or mid-term industrial policy instrument to in-

fluence the rate of inflation, while its efficiency can

be enhanced by means of selection of the most opti-

mal period for implementation thereof within a year.
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The issue of labour productivity has constantly been

debated among analysts and government officials.

The common understanding here is that labour pro-

ductivity is low and needs to be ramped up. According

to our business survey, the level of satisfaction with

labour productivity reached its peak in 2017. Only 8%

of enterprises in Q3 2017 recognized low labour pro-

ductivity as a headwind to output growth. Further-

more, the industrial sector is not yet prepared to en-

hance labour productivity to address the issue of per-

sonnel shortage.
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In July 2017, the most notable changes happened with

the diffusion index of the three-month expectations

of output, which increased by 16 points, and with the

diffusion index of three-month expectations of

wages, which decreased by 9 points. Considerably

(by 9 points) increased inventories of finished prod-

ucts (relative to the normal level).

Compared to the previous quarter, the share of

enterprises approving the government’s economic

policy has declined significantly (from 26% to 15%),

but the proportion of those who disapproved has also

declined (from 30% to 21%).

Key words: industry, industrial enterprises, price level,

wages, employment, output, investment, indebted-

ness to banks, order-book level, stocks of finished

products, capacity utilization rate, risk of bankruptcy,

economic policy, crisis duration.
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Food aid to low-income people should not be linked to

Russian food products because some of them are

more expensive than imported ones. The RF Ministry

of Agriculture should not include food aid in the agrar-

ian budget as such a measure creates an illusion of

growth, but does not contribute to development of

the agriculture.
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New parameters of retail lending continue to recover

in 2017 amid interest rate cuts. However, the effects

of the downturn of 2015 have yet to be overcome,

loans for households’ consumption are now less im-

portant than they were in 2012–2013, and new loans

are not enough to cover the cost of previous loans

and interest payments.

Key words: Russian banking sector, retail lending,

consumer lending and home loans.

Tax Manoeuvre in Russian

Petroleum Industry

Andrey Kaukin – Head of Industrial Markets and

Infrastructure Department of the Gaidar Institute;

Senior Research fellow of the Industrial Markets and

Infrastructure Studies Department, Institute for Ap-

plied Economic Studies, Russian Presidential Acad-

emy of National Economy and Public Administration,

Candidate of Economic Sciences. Е-mail:

kaukin@iep.ru

Eugenia Miller – Research fellow of the Industrial

Markets and Infrastructure Studies Department, In-

stitute for Applied Economic Studies, Russian Presi-

dential Academy of National Economy and Public Ad-

ministration. Е-mail: miller-em@ranepa.ru

Inefficiency issues facing Russia’s refining industry

should have been fixed by a so-called “tax manoeu-

vre” that is in force since late in 2014. However, ad-

justments to the initial parameters that were made

within the next two years with a view to generating

extra budget revenues could discourage refiners to

increase the refining depth and to upgrade refining

facilities. A tax manoeuvre option has been proposed

based on our surveys, whereby some issues can be

solved, including the issue of encouraging a transi-

tion to manufacturing a “basket” of refined products

that are higher in gasoline.
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rochemicals, tax maneuver, severance tax and export
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The development of the Russian oil industry requires

new greenfield projects involving high development

costs. In this context, the idea of introducing a tax on

extra revenue (TER) for the oil industry has been

debated extensively. The tax is supposed to ensure

the minerals resource rent is extracted and the in-

vestment environment is suitable for development

projects involving higher-than-normal operating costs.

However, TER represents a more sophisticated form

of taxation that requires proper tax administration.

Key words: oil, oil industry, oil production tax, excess-

profit tax, severance tax and export duties.
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Tax incentives in Russia are in wide use for stimulat-

ing certain types of economic activity and for sup-

porting certain regions (territories) or population

categories. The Russian budget system is therefore

faced with annual shortfalls in revenue of more than

2.5% of GDP. However, neither systematic inventory

measures nor uniform performance measurement

methods for tax incentives have been introduced to

date.
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The social well-being of the Russian middle class in

terms of the dynamics of its financial standing and

opportunities of successful self-actualization has

somewhat improved. According to representatives of

the middle class, the prospects of self-actualization

depend primarily on a high level of education, rather

than an opportunity to start one’s own business or

find a new job. However, more than a half of the

respondents from the core and close periphery of the

middle class fear the future.
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assessment of financial standing and assessment of
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The H1 2017 results for Russian regions are ambigu-

ous: the economy is getting out of the crisis, but the

dynamics of households’ income and consumption look

far less optimistic.  Revenues of budgets are growing

ahead of the dynamics of expenditures, but in almost

half of regions there are still budget imbalances. Re-

gions’ policy priorities as regards support of the

economy and promotion of human capital develop-

ment have become more high-profile, but positive

trends are weak and localized primarily in the most

competitive regions.

Key words: Russian regions. regional budgets, re-

gional industry, building and commissioning of new

housing in regions, investments, labor market and

market social indicators.




