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INTRODUCTION

A country at a crossroads

In 2020, the Russian economy has emerged from a turbulent
period which saw a combination of plummeting global oil
prices and international sanctions plunge the country into
recession. By 2016, the economy had rebounded (Figure 13.1).
By 2018, the trade surplus amounted to almost US$ 200 billion
and both inflation and unemployment rates were under 5%.

This recovery can be explained by several factors. On the
one hand, robust global market prices for raw materials until
the end of 2019 enabled the government to accumulate
monetary reserves from the higher export revenue. In parallel,
the import substitution policy adopted in 2014 has cushioned
the e ect of sanctions on domestic markets for agrifood
products, chemicals, civil engineering and information and
communication technologies (ICTs), among others.

At the International Arctic Forum in April 2019, President
Putin acknowledged that sanctions had hindered the country’s
development but‘not critically and, to a certain extent, they
push us to actively develop our own technologies’ (PoR, 2019).
Two months later, at the World Economic Forum, he observed
that ‘global trade has ceased to be the engine of the world
economy; trade wars are under way and protectionism is
growing. Attempts to monopolize the new technological wave
limit access to its fruits and bring the global inequality problem
to acompletely new, di erentlevel’ (RIA, 2019).

In 2020, the Russian Federation finds itself at a crossroads. It
may have emerged from recession but, prior to the Covid-19
pandemic, the economy was still growing at a slower rate
than the world average (2.3% in 2018) and less than half
as fast as the emerging economies of India and China (see
chapters 22 and 23) [IMF, 2019].

The same structural imbalances persist. The Russian economy
remains heavily reliant upon oil, gas, metals, chemicals and
agricultural products. In 2019, revenue from the extraction and
export of hydrocarbons accounted for 39.4% of federal revenue.
In this sector, output, profit margins and investment are all on the
rise, including investment by foreign partners (Minfin, 2020).

The growth of most low- and high-tech sectors is limited
by the insu cient scale of domestic markets and poor global
competitiveness of many manufactured products. This is the
case for machinery and equipment, construction materials,
aircraft and shipbuilding, for instance.

Development remains hindered by the pedestrian
diversification of the national economy, coupled with a
mismatch between demand for, and supply of, scientific
knowledge and technology, as well as tepid interest among
businesses in investing in science, technology and innovation
(STI) [Gershman et al., 2018; Gokhberg and Kuznetsova, 2015;
Gokhberg et al., 2018; HSE, 2018].

Public funding mobili
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for the Russian Federation, as for the rest of the world. The
government has been quick to allocate additional funding to
develop rapid testing kits, vaccines, lung ventilators and the
like. In parallel, procedures for state registration of vaccines
and medical equipment have been expedited.

Leading Russian research institutes and pharmaceutical
companies are rushing to develop a vaccine and other
antiviral drugs, including with the help of genome sequencing
tools. Among these institutes are the State Research Centre of
Virology and Biotechnology 'Vector', National Research Centre
for Epidemiology and Microbiology, Faculty of Biology at the
Moscow State University and Research Institute of Influenza.

Following pre-clinical trials, promising prototypes are being
tested on human volunteers then submitted for regulatory
approval (RBC, 2020a).

The Skolkovo Foundation is actively supporting Covid-19
start-ups developing new technologies to battle the virus.
Examples are indoor air decontamination and sanitation
systems, antiviral drugs, biobanks and clinical decision
support systems supported by artificial intelligence (Al) to
speed up interpretation of X-ray images of patients with
suspected pneumonia (SIC, 2020).

A group of developers and manufacturers of medical
equipment have formed a consortium with private companies
from a range of sectors, such as defence contractors, to take
advantage of their expertise and cutting-edge technologies
and equipment. Thanks to this consortium, the production
rate of components for lung ventilators is projected to
increase by 25-30 times, covering not only domestic needs
but also satisfying some demand overseas (RIA, 2020).

TOWARDS A NEW ECONOMIC MODEL
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Thirteen national projects to boost the economy
The government is seeking to introduce a new economic
model that will allow the country to reap the rewards of the
Fourth Industrial Revolution (Industry 4.0) and compete
globally, through the development of human capital and
greater investment in infrastructure and innovation.

This ambition is enshrined in the Presidential Decree
on National Goals and Strategic Objectives for the
Development of the Russian Federation to 2024 (Decree
2018). A total of RUB 25.7 trillion (ca PPP$ 1.04 trillion) is
being invested over this six-year period in infrastructure,
housing, education, health care, science, the digital
economy, ecology and other areas.

The originality of Decree 2018 lies in the introduction of
13 ambitious large-scale, mission-oriented national projects,
all of which are aligned with The 2030 Agenda for Sustainable
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