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Innovation-investment aspect of import substitution in Russia

Abstract. The authors prove that nowadays a considerable number of industrial clusters of the national economy are import-
dependent due to the lack of Russian competitive substitutes. The provided in the article analysis of the use of average annual
production capacity of enterprises in Russia on the output of some sorts of products in 1990-2014 shows that when there are
statistical reserves of production capacity, the qualitative composition of fixed capital assets with a high degree of physical wear
and depreciation prevents enterprises from producing competitive national products. Deindustrialization of the Russian economy
in 1995-2015 led to the stagnation of the manufacturing industry production potential including some enterprises determining the
food security of the country. The mentioned above facts substantiated the necessity to develop approaches to the interpretation of
adverse trends in the national economy and effective investment allocation mechanisms.

Keywords: Import Substitution; Import; Competitiveness; Production; Investments; Deindustrialization; Russia

JEL Classification: C81; EO1; F17; F21

DOI: http://dx.doi.org/10.21003/ea.V157-0013

CwmipHoB M. O.

KaHauaaTt eKOHOMIYHUX HayK, AOUEHT Kadeapy eKOHOMIKW, ynpasiHHA N MNONITUKK,

MiBaeHHO-3axiaHun aepxaBHun yHiBepeuTeT, Kypcbk, Pocincbka ®enepadia

[ynko B. A.

KaHAanaaTt eKOHOMIYHUX HayK, AOLEHT, AOLUEHT Kadheapyn eKOHOMIKW, ynpaBiHHA 1 NOMiTUKW,

MiBaeHHO-3axiaHuin aepxaBHW yHiBepcuTeT, Kypcbk, Pociicbka denepauia

IHHOBaUiHO-iIHBeCTULINHMUIA acneKT imnopTo3amiweHHA B Pocii

AHOTaUiA. Y cTaTTi AOBEAEHO, WO HUHI 3HAYHa KifNlbKiCTb BUPOBHNYMNX KnacTepiB HauioHaIbHOI EKOHOMIKM € iIMNOPTO3aneXXHUMU
BHACMIAOK BiACYTHOCTI BITYM3HAHWX KOHKYPEHTOCMPOMOXHMX aHanoris. ABTOPCbKWIA aHani3 BUKOPUCTaHHA CepenHbOPIYHOT
BMPOBHMNYOI NOTY>XXHOCTI nignpuemcTs Pocii 3 BUNYCKy okpemMux BMAiB NpoaykLuii 3a nepiog 3 1990 no 2014 pp. nokasas, LU0
NMpW HaABHOCTI CTaTUCTUYHOIO pe3epBy BUPOBHUYMX MOTY>KHOCTEN AKICHUIA CKNanh OCHOBHUX BUPOBHUYMX (DOHAIB 3 BUCOKMM
CTyneHem hi3nyYHOro M MOpanbHOro 3HOLWYBaHHA He [O03BOJIAE BUMYCKATUM KOHKYPEHTOCMPOMOXHY BiTYM3HAHY NPOAYKLUItO.
[einpycTpianisauia pocincekoi ekoHoMiku npotAarom 1995-2015 p. npu3Bena Ao ctarHauii BUpoOHUYOro noTteHuiany o6pobHoi
NMPOMUCNOBOCTI, Y TOMY 4MCii N AEAKMX BUPOBOHWLUTB, LIO BU3HA4alOTb NpoaoBonbyy 6e3neky KpaiHn. BkasaHi ob6ctaBuHM
BU3HAYNIM HeobXiaHICTb BUPO6NEHHA B CTaTTi NiAXOAIB A0 NepenoMeHHA HeraTuBHUX TeHAEHUIN Y HauiOHaNbHIN eKOHOMILi 1
e(heKTUBHUX MEXaHiI3MIB PO3NoAainy iHBeCTULiM.

Knioyosi cnoBa: iMnopTo3amilleHHA; iMNOPT; KOHKYPEHTOCMNPOMOXHICTb; BUPOOHWUUTBO; AeiHAyCTpianisauin; iHBecTuuil.

CmupHoB M. A.

KaHOMaaT 9KOHOMUYECKUX HayK, AOLEHT Kadeapbl SKOHOMUKU, YNpaBieHA 1 NONUTUKMN,

IOro-3anapaHbIn rocynapcTBeHHbIN yHnBepeuTeT, Kypek, Poccuiickaa ®enepauvsa

Aynko B. A.

KaHauaaT SKOHOMUYECKUX HayK, AOLEHT, AOLEHT Kadeapbl SKOHOMUKK, YNpaBieHUa 1 NONUTUKMK,

IOro-3anaaHbIn rocynapcTeeHHbIN yHnBepcuTeT, Kypek, Poccuitckaa denepauua

MNHHOBaLMOHHO-MHBECTULIMOHHBIW acneKkT uMnopTo3amelieHua B Poccun

AHHOTaumA. B cTaTbe [0OKa3aHO, YTO B HACTOALLEE BPEMA 3HAYUTENIBHOE YMCIO MPON3BOACTBEHHbBIX KNAcTepPOB HaLMOHAbHON
3KOHOMUKM ABAAIOTCA UMNOPTO3aBUCUMbIMU BCIIEACTBUE OTCYTCTBMA OTEYECTBEHHbIX KOHKYPEHTOCNOCOOHbIX 3aMeHuTenen.
MpuBeaeHHbIN B CTaTbe aHanv3 WUCMONMb30BaHWA CPeAHEerofoBON MPOU3BOACTBEHHOW MOLHOCTM npeanpuATuin Poccum no
BbINYCKY OTAENbHbIX BUAOB npoayKumn 3a nepuod ¢ 1990 no 2014 rr. nokasar, 4To Mpu HamM4Mn CTaTUCTUHECKOro pesepsa
NPOV3BOACTBEHHbLIX MOLLHOCTEN KA4€CTBEHHbIN COCTaB OCHOBHbLIX MPOU3BOACTBEHHbBIX (POHA0B CBbICOKON CTEMNEHbIO (PU3N4ECKOro
1 MOpanbHOro M3Hoca He NO3BOMAET BbIMyCKaTb KOHKYPEHTOCMOCOOHYIO OTEYECTBEHHYIO NpoayKumio. JenHaycTpyuanisauma
POCCUMINCKOW 9KOHOMUKM B TedeHue 1995-2015 rr. npuBena K ctarHauuv npon3BOACTBEHHOrO noTeHumana obpabatbiBatoLen
MPOMBILLIIEHHOCTW, B TOM YMUCME U HEKOTOPbIX MPOM3BOACTB, OMNpeaenAoWwmnx NpoaoBONbCTBEHHYIO 6€30MacHOCTb CTpaHbl.
OTMeYeHHble 06CTOATENbCTBA ONpeaenuIm HeobxoaMMOCTb BbIPaboTKM B CTaTbe MOAXOAOB K NPEIOMAEHUIO HeraTUBHbIX
TeHAEeHUUI B HALUMOHaNbHON 9KOHOMMKE 1 3MEKTUBHBLIX MEXaHU3MOB pacrnpeaeneHna NHBECTULINNA.

KnioueBble cnoBa: umMnopTo3amelleHne, WUMMOPT, KOHKYPEeHTOCNOCOOHOCTb, NPOW3BOACTBO, AeunHAycTpuanusauus;
WHBECTULMN.

1. Introduction. The volatile situation in the exchange
market, slumping oil prices, sanction changes in overseas
trade have an impact on the economic conditions in Rus-
sia, and in the investment market in particular. In this con-
text, the structure of investments in the Russian economy has
changed significantly with the strategy of the development of
import-substituting production having been chosen as a na-
tional priority. However, little attention is paid to the problem
of feasibility prioritization for the development of production
clusters.

2. Statement of the Research Problem. Considerable de-
preciation of ruble in 2014-2015 amid economic sanctions im-
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posed by European countries and the USA revealed one of
the pressing issues - assurance of economic and food security
as well as deceleration of the economic growth in Russia as a
whole. At the same time, amid the significant dependence on
import products, Russian analogues are characterized by low
quality, and this can lead to loss of quality and reduction of the
range of articles.

3. Review of Recent Research and Scientific Papers.
Foreign investigations in the sphere of import substitution pro-
cesses reflect the issues of public funds investing in the de-
velopment of import substitution instead of modernization. In
this regard Jacobs Jane (1970) [1] thought that in the short run
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Russian manufacturers would be able to achieve
desired results, but in the long run the losses will
be great both in economy efficiency and in reduc-
tion of products competitiveness.

Similar experience of import substitution
in Latin American countries was studied by
W. Bauer (1972) [2]. In his research, the author
paid much attention to such determinants of im-
port substitution, as structural changes caused
by the effects of the world wars. J. Henry in his
fundamental research of nature and essence of
import substitution processes (1996) [3] high-
lighted the impact of developing countries on
the structure of balance of payments in deve-
loped countries. This is also proved by J. Sach’s
research (1985) [4] devoted to the interconnec-
tion of external debt and macroeconomic indi-
cators in Latin American countries. However,
J. Eatwell’s research (2004) [5] shows that the
determinant in the processes of import substi-
tution should be the demand for national ana-
logues substituting import products.

The essence of raw import substitution
at the regional level is studied by Russian
scientists Animitsa E. G. (2015), Peregorodie-
va L. N. (2013), Trofimov G. A. (2015) [6-8].
Conceptual-theoretical aspects of the import
substitution program execution assessment in
the Russian economy are revealed in the works
of Eletsky N. D. (2015), Polovinkin V. N. (2014),
Ponomareva E. V. (2011) [90 11].

Scattered attempts to reveal the determining
mechanisms of import substitution at regional
and industrial levels are described in the scien-
tific investigations by Ponomareva T. G. (2011),
Zheleznyakov S. S. (2011), Semykin V. A. (2014)
[12-14]. The issues of dependence of the pro-
cesses of import substitution on the availability of highly quali-
fied personnel are revealed in works by Bodrunov S. D. (2015)
[15]. Bodrunov S. D. asserts that technological backwardness
is not in manufacturing equipment but in personnel’s skills and
competences. However, the above-mentioned investigations
cannot explain the intensity of the process of import substitu-
tion in some industrial clusters.

4. Purpose. The objective of the article is to form the base
of evidences for the issues of import dependence of a consi-
derable number of industrial clusters of the national economy
due to the lack of Russian competitive substitutes, reveal the
most urgent issues of the Russian investment policy and de-
velop recommendations on modernization of the import substi-
tution program.

5. Results. From 1999 to 2014 in the Russian economy
there was a trend for GDP growth rate reduction. The indust-
rial growth rate in 2015 reduced in comparison with the growth
rate in 2012-2014 (by 2.5%) and in 1999-2008 (by 5.1%)
(Figure 1).

Industrial growth decreased significantly in 2015 in com-
parison with the growth rate of production in the Russian
economy in 1999-2008.

Structural changes of RF GDP are characterized by the in-
crease of the trend for the development of mining (sustained
growth from 7% in 2011 to 8% in 2015), financial activities
(from 2.9% in 2008 to 3.4% in 2015), real estate operations
(from 7.8% in 2008 to 9% in 2015), MIS (military-industrial sec-
tor) (from 5.4% in 2008 to 6.2% in 2015) (Figure 2). However,
under such conditions the implementation of the assurance
of food safety programme execution and economic growth is
unachievable - agricultural products output decreased from
4% in 2008 to 3.7% in 2015 and manufacturing industry out-
put decreased from 28.4% in 2008 to 25.6% in 2015.

Amid the decline in output in 2009-2015, gross value added
in manufacturing industries of the RF was also sweepingly de-
creasing (2012) [16]. In 2009-2015, the structure of gross va-
lue added shifted towards the increase of the return to mining
(from 34.1% in 2008 to 35% in 2015) and generation and dis-
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Fig. 1: Dynamics of growth of macroeconomic indicators in the Russian

Federation (RF) in 2012-2015, %.

Source: Author’s elaboration based at the Russian Federation Federal State

Statistics Service (Rosstat)

Fig. 2: Dynamics of export and import of goods and services, gained
primary and secondary income of the RF in 2005-2012
Source: Author’s elaboration based at the Russian Federation Federal State

Statistics Service (Rosstat)

tribution of electric power, gas and water (from 10% in 2008 to
12.5 % in 2015). This indicates the decreasing production effi-
ciency due to the use of basic fixed assets with high degree of
physical wear and depreciation.

The level of the use of production capacity is close to ulti-
mate, and in some industrial clusters in recent years it took on
a value close to critical - from 80% to 93% (coal conversion,
chemical industry, sugar industry, etc.). Their capacity is pro-
vided by the «Soviet heritage» and this indicates the rigidity of
the real sector development.

The other industrial clusters are characterized by rather low
level of production capacities utilization with a volatile growth
rate and for some industrial clusters with a steady decline.

At the same time, the formation of funds of underutilized
capacities cannot always assure their utilization in manufac-
turing products, conforming to the required level of quality. The
considerable part of industrial clusters of the Russian economy
(more than 50%) is significantly worn out, which casts doubt
on the feasibility of their use. In other words, the qualitative
composition of fixed assets with considerable degree of wear
blocks the output of products demanded by consumers.

In 2008-2013, the degree of wear of fixed assets was sta-
ble, and even increasing in some industries: manufacturing in-
dustries (46.9%), construction (50.6%), public administration
and defence (55.5%), public health (54.9%). Comparing the
average degree of wear of fixed assets in the world economy
(35%) and Russian economy (48.2%), we can see an urgent
need for the renewal of fixed assets.

In 2008-2013, the coefficient of renewal of the RF fixed as-
sets reduced in many industries. Against the low quality of the
national fixed assets, when 50% of them are worn out, the task
set by the Ministry for Economic Development aimed at the
restructuring of industries to provide sustainable development
and decrease of import dependence is difficult to be accom-
plished.

Russian balance of payment is sustainably positive, but
has a wave-like trend to decrease - from USD 84,389 min in
2005 to USD 3,414 min. in 2013.
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Imbalance of goods output and consumption is changing
in terms of import increase due to the recovery of the Rus-
sian economy. Structural behaviour has some negative cha-
racteristics:
¢ the rate of import growth is higher than the rate of export

growth, which leads to the reduction of the payment balance
currency (Figure 2). Export growth decrease is caused by
the decrease of rates of growth of the world economy. Low
growth rates in some EU countries cannot but have an im-
pact on export, as EU is the main importer of goods and ser-
vices from Russia;

¢ in case of positive import and export balance currency ba-
lance of services is steadily negative. And the negative ba-
lance increased fivefold in 2007-2015;

e 70% of export commodity composition is mineral commodity
and 48% of import commodity composition is equipment and
vehicles (2014) [17];

¢ the share of travelling, construction, insurance and services
of non-state pension funds, financial services, charge for in-
tellectual property use and information services is increasing
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in the composition of imported services . Under the condi-
tions of information and economic security provision such a
trend can lead to the dependence on import and undermine
the national sovereignty.

6. Conclusion. The undertaken study shows that under
conditions of geopolitical instability, gradual devaluation of ru-
ble import substitution shall become the turning point to the
stable national economy, the factor of revival of the Russian
industry. At the same time, limitation of financial and time re-
sources, strict requirements for the efficiency of the undertaken
measures adjust RF import substitution program execution.

Structural-dynamic analysis shows that in many industrial
clusters potential of unused production capacities, impossible
to be realized due to the high degree of depreciation and wear
is formed. On the other hand, the development of manufactu-
ring enterprises within the program of import substitution is fea-
sible since it provides significant growth of gross value added.
The mentioned factors can be taken into consideration in the
modernization of the import substitution program in the RF in
2016-2020.
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