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The Model of Strategic Confrontation  
Between the USA and Russia in the 21st Century

E.V. Balatsky 
Primakov National Research Institute of World Economy and International Relations, Russian Academy of Sciences 

(IMEMO RAS), Moscow, Russian Federation 

ABSTRACT
The article examines the military-strategic confrontation between the USA and Russia, with a growing tendency toward 
conflict escalation in Ukraine. It is demonstrated that the observed paradox —  the West’s diminishing fear of a “thermonuclear 
Armageddon” —  is driven by the duality of Russia’s position after 1991. On the one hand, Russian elites fell under Western 
influence, yet on the other, they retained the potential to “rise” and restore the country’s political sovereignty, leveraging 
its military-strategic capabilities. As a result, another unique phenomenon emerged: the ambiguity of Russia’s “red lines” 
in foreign policy, as they were either left undefined or continuously shifted. This led to the West becoming accustomed 
to Russia’s excessive caution and failing to “hear” its new signals. The situation is further reinforced and exacerbated by 
the United States’ lack of foreign policy flexibility due to its adherence to a mental model of global dominance, which 
comprises four key elements: the presumption of America’s divine exceptionalism, the doctrine of irreconcilability, the 
strategy of totality, and the refusal-to-accept-unacceptable-costs syndrome. The effect of power indivisibility, as described 
by S. Lukes, compounds this model and heightens the insensitivity of the American establishment to the escalation of 
tensions in Ukraine. The study highlights that the U.S. administration employs two intellectual “legacies” of John Foster 
Dulles in its strategy: the doctrine of “brinkmanship” and the doctrine of “bearable cost.” Since Russia has not inflicted 
any tangible damage on the United States, there is no incentive for the latter to abandon Dulles’ legacy or to de-escalate 
the confrontation. The author argues that to change the situation, it is necessary to ensure unacceptable costs for the U.S. 
in this confrontation. Specific measures to increase the “cost” of American hegemony are discussed, which could shift the 
focus from unilateral pressure on Russia toward a more favorable environment for constructive negotiations.
Keywords: geopolitics; conflict; nuclear deterrence; economic sanctions; damage

For citation: Balatsky E.V. The model of strategic confrontation between the USA and Russia in the 21st century.  The World 
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E.V. Balatsky

INTRODUCTION:  
THE PARADOXES OF MODERN TIMES

During the course of the special military opera-
tion (SMO) in Ukraine, the confrontation be-
tween Russia and the West has continually es-
calated through so-called “raising the stakes.” 
The West, represented by the European powers 
under the leadership of the United States, is pre-
pared to send contingents of its armed forces to 
Ukraine, while military aid is being expanded. 
Strikes on Russian territory with long-range 
ATACMS missiles resulting in civilian deaths 
have already been carried out with NATO’s in-
volvement.1 It is therefore unsurprising that in 
Russia, as well as in other countries, the issue of 
using tactical nuclear weapons is being voiced 
ever more actively. Moreover, this topic was 
openly discussed by S. Karaganov and V. Putin 
during the plenary program at the St. Petersburg 
International Economic Forum (SPIEF) in 2024,2 
after which Russia adopted a new nuclear doc-
trine. These discussions have also spilled over 
into the pages of academic journals [1].

It seems that the political establishments of the 
countries involved in the conflict have accepted 
the possibility of a direct nuclear confrontation 
and are prepared to go all the way.3 All of this 
brings to the forefront a number of important 
questions. First: why has the leadership of Western 
countries lost its fear of Russia, which possesses 
a nuclear arsenal sufficient to destroy the entire 
planet? Second: what are the fundamental causes 
of the escalating military tension between Russia 
and the countries of the Western alliance? Third: 
what is the deeper meaning of this escalation, 
given all the associated risks? And finally, fourth: 
what line of behavior is advisable for the Russian 
leadership to adopt under these circumstances?

1 URL: https://www.vesti.ru/article/4023290
2 URL: https://ya.ru/video/preview/2507429726905085321
3 The return of Donald Trump to power in the United States in 2025 
has somewhat altered the geopolitical configuration; however, 
most of the statements made by the American president have not 
yet been implemented systematically, which prevents us from 
speaking of a definitive shift in U.S. — Russia foreign relations.

At the heart of the first three questions lies a 
kind of paradox. For example, why engage in a di-
rect military confrontation with a state capable of 
destroying the entire planet —  and therefore im-
possible to defeat in principle? On the surface, the 
situation appears as if the West has lost its instinct 
for self-preservation, which contradicts all its tradi-
tions and principles. The second question is rooted 
in the paradoxical combination of Russia’s political 
accommodation and its impressive military poten-
tial: the country’s leadership endlessly promises 
adequate or symmetrical responses to the West’s 
aggressive actions, but these promises are almost 
never backed up by concrete measures. The third 
question is likewise tied to the lack of a logical con-
nection between the extremely dangerous escala-
tion measures taken by Western countries and their 
apparent lack of existential reasons for such risks. 
All these paradoxes require systematic explanation 
based on economic logic and political theory, which 
defines the relevance of the topic being raised.

The questions and geopolitical paradoxes out-
lined above generate a cognitive intrigue that 
lies in the possibility of constructing a coherent 
model of the emerging confrontation based on 
the broadest possible methodological principles. 
In this regard, the aim of this article is to pro-
vide comprehensive answers to the four questions 
posed, with an emphasis on revisiting the princi-
ples of Russia’s confrontation with the collective 
West —  something that, for various reasons, has 
not yet occurred. The methodological foundation 
for these answers is based on the previously pro-
posed mental model of U.S. global dominance [2] 
and S. Lukes’ principle of the indivisibility of power 
[3]. The novelty of the author’s approach lies in 
integrating geopolitical facts, the mental attitudes 
of the parties to the conflict, and economic logic, 
in order to identify the resulting vector.

THE CONFRONTATION BETWEEN 
THE UNITED STATES AND RUSSIA: 

ORIGINS AND CURRENT STATE
To address the first paradox —  the emergence 
of immunity in the West and the United States 



8

The World of New Economy • Vol. 19, No. 2’2025 WNE.FA.RU

against a nuclear-armed power —  it is necessary 
to take a brief historical excursion. Before 1991, 
the worldview of the U.S. political establishment, 
as well as that of the world as a whole, categori-
cally rejected direct confrontation with a coun-
try possessing thermonuclear weapons. However, 
the defeat of the USSR in the Cold War and its 
subsequent breakup into fifteen pseudo-inde-
pendent states completely changed the geopo-
litical balance. After that, only Russia inherited 
the USSR’s nuclear arsenal; the other successor 
states posed no strategic threat to the United 
States. Having lost 30% of Soviet territory and 
more than half its population, the Russian Fed-
eration still remained far too large, challenging 
the United States with its sheer size. As such, 
it continued to represent a potential threat to 
American hegemony, and, in the view of U.S. 
authorities, needed to be weakened further, 
ideally through division into several parts fol-
lowed by their complete demilitarization. This 
objective was quite realistic because after 1991, 
Russia had lost its political sovereignty and de 
facto —  if not entirely, then to a significant de-
gree —  was governed externally, from the United 
States. (In 2022, the process of actively restor-
ing Russia’s sovereignty began, though it has not 
yet been completed.) This situation still exists as 
something of a “semi-fact”: on the one hand, it 
is no longer denied; on the other hand, it has 
not been fully acknowledged. And precisely this 
state of affairs requires discussion.

In essence, after 1991, a completely unprec-
edented situation arose, unlike anything in the 
history of humanity. Ordinarily, any country de-
feated in war would lose its political sovereignty 
for a long time: it would usually face not only 
reparations but also various political and eco-
nomic restrictions. For example, Germany and 
Japan, which fell under the patronage of the vic-
torious power (the United States), were forbidden 
to possess nuclear weapons or to develop certain 
strategically important sectors of their economies. 
Germany was divided into two parts, both placed 
under the protection of other powers: West Ger-

many under U.S. control, East Germany under 
the USSR (after reunification, the entire country 
remained under U.S. influence). From that moment 
on, Germany and Japan became platforms for their 
new sovereigns, who exercised almost complete 
control over their politics and economies. Russia 
experienced roughly the same fate after 1991: its 
economy was artificially destroyed, almost all 
knowledge-intensive sectors of industry were 
eliminated, and its security services and armed 
forces were demoralized. Such a situation —  for 
a country defeated in the “third world war” (the 
Cold War) —  created an enduring sense of its weak-
ness and safety.

However, the unique aspect of the situation was 
that the dependent state in question possessed 
a military-strategic potential unimaginable by 
historical standards. Moreover, since the Cold 
War, which the Soviet Union lost, ended without 
a direct military confrontation, its military arse-
nal remained intact, operational, and under the 
control of senior officials, many of whom were 
unwilling to fully capitulate to the adversary. This 
circumstance predetermined the dual nature of 
Russia’s position after 1991: on the one hand, a 
ruling elite controlled by the West; on the other, 
the diffuse nature of that elite, with its capac-
ity to transform and at any moment restore the 
country’s political sovereignty, subsequently 
employing its military power in foreign policy. 
Neither the United States nor anyone else could 
directly suppress an elite coup in Russia, due to 
the threat of triggering a nuclear conflict. A rough 
historical parallel would be the situation of Ger-
many after World War I, when it was prohibited 
from uncontrolled military expansion, conducting 
military exercises, or pursuing militarization of 
its economy. Despite these restrictions, relying 
on its advanced industry and the Nazi elite that 
came to power, the country once again became a 
military-strategic leader and carried out another 
wave of military expansion.

In hindsight, it can be argued that the phe-
nomenon of Russia’s dual status after the USSR’s 
collapse contained from the very beginning the 
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seeds of the current course of events, which sooner 
or later were bound to occur. Moreover, already 
in the 1990s, Yevgeny Primakov, while serving as 
Foreign Minister, tried to convey to the West the 
idea that Russia was a great power experiencing 
only temporary difficulties [4]. Even then, the first 
symptoms of a possible change in the situation 
regarding the restoration of the country’s politi-
cal sovereignty could be observed. However, this 
does not change the fact that Russian authorities 
for decades displayed extremely low activity in 
both international and domestic affairs. In addi-
tion, the dire state of the armed forces and the 
economic situation in the Russian Federation gave 
no grounds to expect a strong response to the 
infringement of its foreign policy interests. The 
2014 conflict, which resulted in the annexation 
of Crimea, was the first serious act of defiance 
by Russia in response to the excessive activism 
of the United States and NATO in the former So-
viet space; however, this event by itself did not 
signify much. The military-strategic passivity of 
the leadership in previous years and the vulner-
ability of the economy in many areas did not give 
reason to believe that there was any possibility of 
a robust pushback from a state that had gradu-
ally turned into a raw-material appendage of the 
developed world.

Thus, the American establishment had every 
reason not to believe in Russia’s willingness to 
respond firmly to its expansionist actions. As for 
the Russian Federation, the events of 2014 be-
came a kind of final challenge to which it could 
not fail to react. Had the planned withdrawal of 
the Russian military base from Sevastopol taken 
place, followed by the deployment of a U.S. or 
NATO base on the peninsula, this would have ef-
fectively meant Russia’s final capitulation, since in 
such a case its armed forces and nuclear weapons 
would have been rendered meaningless due to 
their non-use even in such a dangerous situa-
tion. The subsequent eight years, marked by the 
implementation of the Minsk agreements, also 
demonstrated Russia’s endless concessions and 
its inability to act decisively.

All of this once again convinced the U.S. ad-
ministration of the weakness of the Russian au-
thorities. Russia’s decisive actions in 2022 did 
not change this perception: extremely humane 
conduct of military operations, endless state-
ments about the inevitability of retaliatory strikes 
against Ukrainian provocations without actually 
following through, and a willingness to negoti-
ate peace, among other things, only confirmed 
to American strategists the correctness of their 
conclusions. Even Russia’s use of the “Oreshnik” 
hypersonic missile in 2024, in response to ATACMS 
missile attacks on its territory, had an ambiguous 
character: the time and place of the strike were 
announced in advance, and its questionable re-
sults failed to make the desired impression on the 
American administration. At the same time, the 
damage inflicted on Russia over the years of the 
special military operation has been enormous —  
in this respect, the United States has confidently 
outplayed its opponent without any harm to itself, 
apart from the costs of financing military aid to 
Ukraine. By shifting the military operation onto 
neutral territory, and partly even onto Russian 
soil, the Americans acted strictly in line with their 
political traditions of indirect engagement [5].

The phenomenon of Russia’s dual status after 
1991, and its total geopolitical weakness (includ-
ing military, political, economic, and ideological 
dimensions), manifested over more than 30 years 
since the collapse of the USSR, has given rise to 
another unique phenomenon —  the uncertainty 
of “red lines.” The foreign policy of any state is 
built on the principle that there are limits to the 
tolerance of national authorities toward infringe-
ments of their interests by other countries, and 
crossing these lines threatens open military con-
frontation. However, throughout all these years, 
Russia’s “red lines” were either not defined at all 
or were voiced vaguely and ambiguously, leav-
ing room for free interpretation. Moreover, such 
uncertainty led to the U.S. political establish-
ment in many cases determining these “red lines” 
themselves, then violating them, and celebrating 
the lack of serious consequences. However, the 
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situation is changing —  one of S. Lavrov’s recent 
statements highlights the dialectic of foreign 
policy relations: the West follows the mistaken 
logic that Russia’s “red lines” exist, but will once 
again be shifted.4 Thus, there is a clear absence 
of, or unwillingness on the part of, the American 
authorities to understand our country’s inten-
tions and plans.

In summary, one can state the following: an 
unprecedented situation in world history —  the 
defeat of a nuclear power in a hybrid war, fol-
lowed by its catastrophic economic weakening —  
forced the U.S. administration to reassess Rus-
sia’s willingness to defend its strategic interests. 
It was precisely the geopolitical weakness of the 
Russian Federation that provoked the paradox 
of losing fear toward a nuclear state.

The statement of this fact does not imply 
a value judgment: it would be absurd to place 
blame on Russia —  its weakness was a historical 
fact and became a tragedy for its peoples. Over 
30 years of existence, the country transformed 
from a superpower into a semi-periphery of the 
world system, with a tendency toward becoming 
its periphery. It would have been unreasonable to 
expect that, during this period, everything would 
proceed smoothly and that the ruling elites would 
quickly react to the existential challenges they 
faced —  time was needed, and when that time 
came, it became a revelation for the American 
establishment, which still has not abandoned 
the stereotypes of the 1990s. One might recall 
Woodrow Wilson’s thesis from the time of World 
War I: “We must finance peace seriously, and 
whoever pays must understand peace and lead it.5” 
Today, the United States still wants to lead the 
world, and it needs to understand it, but appar-
ently, the precedents of the 21st century and the 
radically changed geopolitical situation do not 
yet fit within the worldview of its political elite.

4 URL: https://tass.ru/politika/22591299?ysclid=m4cx8zy4948982
08377
5 America against everyone. Geopolitics, statehood, and global role 
of the USA: history and the present. M. Sodruzhestvo kultur LLC. 
2023. 588 p.

At present, Russia has adopted a new nuclear 
doctrine and is gradually entering into a more 
realistic dialogue with its adversary [1]. However, 
many questions remain unanswered.

U. S. FOREIGN POLICY STRATEGY: 
A MODEL OF GLOBAL HEGEMONY

Let us now attempt to clarify the fundamental 
reasons for the escalation of military tensions 
between Russia and the countries of the West-
ern alliance. Why has the United States clung to 
Russia with a death grip, while its main strate-
gic rival —  China —  continues to strengthen its 
position against the backdrop of this destructive 
escalation? Does America have existential rea-
sons for pursuing such a campaign?

The answer to these questions lies in the mental 
model of global domination held in the minds of 
the American establishment. Its essence can be 
reduced to four principles [2]. First is the presump-
tion (mythologeme) of the God-chosen nature of 
the American state and nation, postulating their 
exceptionalism, righteousness, infallibility, and 
permissiveness. Second is the doctrine of intransi-
gence, which implies political uncompromisingness 
regarding the maintenance of cultural homogeneity 
and the elimination of all undesirable social ele-
ments. Third is the stratagem of totality, presuppos-
ing the conduct of war against a strategic adversary 
by any available means, based on the practice of 
double standards. Fourth is the syndrome of rejection 
of unacceptable costs, according to which all human 
and financial losses must be strictly justified, and 
all special operations must be highly profitable. 
These principles developed gradually and were 
reinforced by facts from American history —  in 
the book “America Against Everyone: Geopolitics, 
Statehood, and the Global Role of the United States: 
Past and Present”,6 examples are provided of the 
practical application of the four elements of the 
U.S. hegemony model to specific circumstances.

Despite the obvious artificiality of these prin-
ciples, they retain lasting significance for both 

6 ibid.

XXI CENTURY ECONOMY



11

The World of New Economy • Vol. 19, No. 2’2025 WNE.FA.RU

American politicians and ordinary citizens, con-
solidating the nation and serving as a source of 
its pride and strength. The most important aspect 
of the hegemony model is the practical counter-
productivity of any diplomatic negotiations the 
United States conducts with its counterparts. For 
the American establishment, any discussions and 
disputes with opponents are meaningless, since 

it is clear from the outset that they are wrong; 
moreover, it is foolish to waste resources on con-
versation when everything can be resolved by 
force or money. The only argument that can be 
taken into account is the cost of a decision: only 
when these costs become patently unacceptable 
are politicians prepared to abandon their chosen 
course.

Fig. Algorithm of Political Decision Making in the USA

Source:  compiled by the author.  
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The history of the United States is replete 
with examples in which the country’s authori-
ties escalated situations and engaged in military 
conflict, but this was always done under condi-
tions of initial and absolutely clear superiority 
in their favor. A typical example is one of the 
most dramatic chapters of the country’s his-
tory —  the Civil War between the North and 
the South. The Northerners initiated this war 
under conditions of complete dominance: 22 
million versus 5.5 million white Southerners, 
i. e., a ratio of 4:1; the North mobilized 2.1 mil-
lion soldiers against 880,000 Southerners; for 
every rifle produced in the South, there were 
32 from the North [6, p. 319]. Under such a 
balance of power, the victory of the North was 
predetermined, which allowed it to apply the 
first three provisions of the hegemony model, 
requiring the unconditional suppression of the 
adversary.

The decision-making algorithm for starting 
or continuing a conflict is shown in the figure. 
Thus, everything depends on the scale of the 
anticipated damage, with entry into a conflict 
proceeding on the basis of the hegemony model, 
with all its consequences for the opponent. The 
evaluation of whether the criteria for acceptable 
damage are met is carried out continuously, so 
the initial decision may be adjusted. For example, 
during the wars in Korea, Vietnam, and Afghani-
stan, a situation of unacceptable damage was 
diagnosed at a certain stage, which led the United 
States to withdraw from further participation in 
these campaigns.

However, it would appear that the logic shown 
in the figure is universal and applies to virtually 
all countries —  but this is not the case. In one 
of the author’s earlier works [7], the difference 
in historical decision-making models for Russia 
and the United States was emphasized: in Rus-
sia, political authorities often act on the prin-
ciple of “at any cost,” whereas Americans’ low 

“pain threshold” for losses produces a principle 
of “minimal bloodshed.” Refusing to accept un-
acceptable damage is a U.S. tradition sanctified 

by 250 years of history, and it is therefore not 
customary to disregard it.

America’s hegemony model and its algorithm 
for political decision-making (see the figure) fully 
explain the phenomenon of the U.S. political es-
tablishment’s insensitivity to Russia’s arguments 
during the conflict in Ukraine. This will continue 
until the United States diagnoses the possibility 
of unacceptable damage to itself from continuing 
the conflict. In this regard, no strikes —  even a 
nuclear bombardment —  on Ukrainian territory 
will increase the sensitivity of representatives 
of the American political class, since these do 
not directly affect them, which is precisely the 
paradox of the stalemate in the confrontation 
between Russia and the United States.

It should be added that, for both Russia and 
the United States, the situation in Ukraine is 
existential in nature. For Russia, defeat threat-
ens the collapse of its very statehood, while for 
America it is associated with the loss of global 
hegemony, which would entail the destruction 
of the entire previous model of the country’s 
existence. The collapse of U.S. hegemony would 
mean the end of its monopoly over all political 
and economic markets, which in turn implies a 
fall in the profit rate across every sector of the 
economy (with all the ensuing consequences), as 
well as the transformation of the country into 
an ordinary participant in the world economic 
system —  without economic privileges and politi-
cal bonuses. But then this would be a different 
America: in such a situation, the American politi-
cal class is confronted with the phenomenon of 
the indivisibility of power, the essence of which is 
that any power is supported by its corresponding 
structure, and it cannot be redistributed but only 
destroyed and built anew [3]. Any concession of 
power by the United States would require a com-
plete dismantling of the existing architecture of 
global power networks, which threatens a total 
loss of the country’s positions. This circumstance 
does not make the American establishment more 
receptive to Russia’s arguments. As a result, both 
sides will go to the end.
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U. S. FOREIGN POLICY TACTICS: THE 
POLITICAL LEGACY OF JOHN DULLES

Let us now examine in more detail the ques-
tion of the deeper meaning behind the esca-
lating conflict —  who benefits from it, and how. 
To do this, it is necessary to start from the fact 
that escalation is an American tactic of exerting 
pressure on an adversary, rooted in the political 
views of John Foster Dulles.

In American politics and diplomacy, the figure 
of John Foster Dulles holds a special significance. 
This is due to several factors, among which the 
deep entrenchment of the Dulles family in the 
U.S. political establishment plays a considerable 
role. It is enough to recall that Dulles’s grandfa-
ther, John Foster, was Secretary of State under 
President Benjamin Harrison; his uncle, Robert 
Lansing, was Secretary of State under Woodrow 
Wilson; John Dulles himself served as Secretary of 
State under Dwight Eisenhower; and his younger 
brother, Allen Dulles, worked in diplomacy and 
intelligence, heading the Central Intelligence 
Agency (CIA) from 1953 to 1961. Another reason 
for the role John Dulles plays in American politics 
lies in his two distinctive intellectual “legacies.”

The first of these is known as the doctrine of 
“brinkmanship” —  Dulles is considered one of its 
authors. According to this doctrine, in interna-
tional negotiations one should approach as closely 
as possible to an outcome that is undesirable and, 
as a rule, catastrophic for both sides, in the expec-
tation that at the last moment the adversary, for 
reasons of self-preservation, will concede, thereby 
achieving a double benefit: avoiding catastrophe 
while gaining unilateral advantages. In diplomacy, 
the catastrophic outcome is usually war, which in 
Russian gave rise to the stable phrase “balancing 
on the brink of war” to describe policies aimed at 
heightening the military threat. At present, U.S. 
policy toward Ukraine is a pure reproduction of 
the doctrine of brinkmanship, with the stakes ris-
ing to the point of possible use of thermonuclear 
weapons of mass destruction. In other words, the 
first political legacy of John Dulles has not been 
forgotten and is fully manifest.

The second legacy can be called the doctrine of 
an “acceptable price,” the essence of which is fully 
captured in his statement: “We want for ourselves 
and other free nations the maximum means of 
deterrence at an acceptable price.7” This prin-
ciple requires that all U.S. political campaigns 
lead to its hegemony and dominance, but not at 
the cost of excessive losses. In turn, this means 
that the United States is prepared to make po-
litical concessions, but only when the alterna-
tive entails unacceptable damage in any form. 
The country’s history is full of such concessions: 
the refusal to continue the war in Korea, despite 
the establishment of a communist regime in the 
northern part of the peninsula; the end of the war 
in Vietnam, despite the communist victory in the 
country; withdrawal from Afghanistan, despite 
the Taliban 8’s return to power, and so on. There 
is no doubt that the U.S. authorities are ready to 
exit the confrontation in Ukraine if the damage 
from its continuation becomes unacceptably high. 
But —  and this is fundamental! —  not before that 
moment; otherwise, the “Ukrainian game” will 
continue.

It is easy to see that Dulles’s second legacy 
represents none other than the fourth element of 
the American domination model —  the principle 
of avoiding unacceptable damage. Thus, Dulles’s 

“acceptable price” doctrine is a political remake 
of this principle and continues to be fully opera-
tional in Ukraine.

History shows that both of Dulles’s legacies 
serve as guiding principles in all aspects of U.S. 
foreign policy, and it is precisely the presence of 
this pair of ambivalent principles that provides the 
American establishment’s actions with the neces-
sary balance between aggression and peacefulness. 
There are currently no apparent reasons to believe 
that the U.S. political leadership will abandon its 
foreign policy principles without serious cause. 
This becomes especially clear when considering 
that the stakes involve a victory over Russia, which 

7 ibid.
8 A religious —  political organization banned in Russia.
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could allow the United States to restart the cycle 
of its global hegemony.

THE MODEL OF GLOBAL 
HEGEMONY: BIOLOGICAL AND 

PSYCHOLOGICAL FOUNDATIONS
In addition to the economic and geopolitical 
foundations of the U.S. hegemony model and 
the resulting logic of behavior, there is also an 
emotional aspect that cannot be overlooked. 
The logic of confrontation has deep evolution-
ary (biological) roots, and to understand them, 
let us consider several facts from myrmecology 
(the study of ants).

One of the fundamental laws of sociobiology 
and ant military strategy states: the more suit-
able a habitat is for the population’s survival and 
defense, and the better it is equipped with valu-
able resources, the more intensely and fiercely it 
is defended [8, p. 66]. We will henceforth call this 
Law Principle 1: the richer the ecological niche, 
the fiercer its defense. Another important fact is 
the following: fertilized queens constantly face 
the risk of being killed by ants from rival colonies, 
which leads them to group together in clusters of 
10–15 individuals for mutual protection; however, 
when the offspring mature, they mercilessly kill 
the surplus queens one by one, dragging them by 
the legs and stinging them to death, until only 
the most fertile queen remains [8, p. 73]. From 
this, two more principles of biological evolution 
emerge: Principle 2 —  excessive competition is 
unacceptable and is deliberately eliminated up 
to the establishment of monopoly, and Principle 
3 —  a maternal structure is destroyed by its own 
offspring if it yields to a more efficient one. These 
formulated principles can be projected onto the 
geopolitical system, resulting in the following 
picture.

Principle 1: A country that has acquired he-
gemon status, with its high level of public prosper-
ity and vast geopolitical advantages for its major 
national businesses, is compelled to aggressively 
and uncompromisingly maintain its position. This 
is exactly what the U.S. political establishment 

does, employing all available means to preserve 
its status quo. Principle 2: Countries that create 
excessive and dangerous competition for the he-
gemonic state must be eliminated along with the 
threat they pose. This is precisely the goal pursued 
by the United States, which imposes all sorts of 
obstacles to the normal existence and develop-
ment of Russia, while simultaneously escalating 
the stakes in Ukraine. Principle 3: In countries 
that lose the global competition to the hegemon, 
their own elites and populations often contrib-
ute to their downfall in favor of the hegemon [9]. 
Russia faced this problem at the beginning of the 
Special Military Operation (SMO), when a broad 
layer of political opposition and a “fifth column” 
emerged —  not only among the business elite and 
politicians, but also among ordinary citizens, the 
academic community, and cultural workers.

All of the above indicates that, alongside the 
logic of objective events, there is an effect of deep 
archetypal human behavior in given situations. 
Thus, the foreign policy strategy and tactics of the 
U.S. receive reinforcement at the psychological 
level of their political establishment. At the same 
time, the lack of unity within the Russian elites 
and population is also largely predetermined by 
evolutionary behavioral patterns among differ-
ent social groups. Of course, in human societies, 
these original biological behavioral models are 
significantly weakened, yet they still persist, cre-
ate a psychological background, and exert certain 
pressure on decision-makers. Overall, these innate 
behavioral tendencies confirm the established 
stereotypes of the U.S. dominance model and 
provoke its sharp confrontation with Russia. In-
visible, deep-rooted biological survival instincts 
cement the asymmetry in the behavior of the 
political classes of America and Russia: in the for-
mer, an aggressive, uncompromising, and largely 
irresponsible model of confrontation; in the lat-
ter, an overly cautious, prudent, and excessively 
responsible one. This circumstance may not even 
be consciously recognized by decision-makers 
themselves, yet it consistently drives them toward 
a very specific line of behavior.
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CHECKS AND BALANCES: THE 
POWER OF PLUTOCRACY

Although the political situation in Ukraine to-
day is at an impasse with gradually increasing 
stakes, it would be wrong to think it is “frozen” 
and “immovable.” Within the American estab-
lishment, there are forces that consider the bal-
ance of interests —  at least domestically.

To understand their attitude toward a possi-
ble nuclear conflict, even beyond the American 
continent, it is useful to recall that the very form 
of government in the U.S. is a plutocracy —  that 
is, rule by the wealthy or, in other words, the 
economic elite. Unlike countries with military 
(militocracy), ideological (theocracy), or bureau-
cratic (administrative) forms of governance, plu-
tocracy places the interests and preferences of 
corporate magnates above all else. It is noted 
that after the U. S. Civil War, plutocracy became 
firmly established as part of the nation’s “cultural 
genotype” [6, p. 184].

Since plutocrats hold decisive influence over 
policy in the U.S., it is reasonable to ask: is it 
in their interest to unleash a nuclear war? Two 
distinct questions deserve separate discussion 
here —  those of total and limited nuclear conflict.

To answer them, one should start from an 
undeniable economic axiom: the primary mo-
tive of wealth owners is to preserve and increase 
their wealth [6, p. 170]. The destruction of hated 
countries and peoples is not strictly part of this 
calculus. A total nuclear conflict between the 
U.S. and Russia, which would lead to planetary 
devastation, holds no benefit for the American 
plutocracy —  nor does triggering a limited war 
in Europe. For example, today the U.S. supplies 
energy resources to Europe, primarily Germany, 
at prices two to three times above market rates. 
This means a profit margin of at least 300–500% 
annually on such operations [10, p. 73]. Under-
mining the integrity of Germany’s economy 
through a localized nuclear conflict would lead 
to Europe rejecting American liquefied natural 
gas and deprive U.S. plutocrats of these super-
profits. Such a price for “taming” Russia appears 

excessive rather than “tolerable,” as John Dulles 
“bequeathed.”

This passage does not exhaust the political 
logic of plutocracy —  historical analogies are 
also relevant. For instance, history clearly dem-
onstrates a pattern: lost external wars lead to 
revolutions and massive civil wars [6, p. 297]. The 
deeper and harsher the U.S. defeat in the proxy 
war in Ukraine, the greater the social protest and 
chaos within the country will be. The use of nu-
clear weapons only increases the risk of this out-
come —  all amid a social crisis in America marked 
by widespread impoverishment and intensifying 
elite and counter-elite conflicts within the plu-
tocracy. This situation is well captured by Peter 
Turchin’s rule: “Nothing affects the collective 
mind of the ruling class better than a double exis-
tential threat —  when the subjugated population 
expresses dissatisfaction and when geopolitical 
rivals press hard” [6, p. 295]. Indeed, mistakes 
in such circumstances carry dire consequences, 
primarily for the elites themselves. Most likely, 
the current situation will lead to a reasonable 
consensus regarding the confrontation in Ukraine.

The rise of Donald Trump to power in the 
United States in 2025 will likely contribute to a 
long-term search for conditions to reach a deal 
on Ukraine. This does not necessarily mean that 
the strategy and tactics of his administration will 
differ fundamentally from those under Joe Biden. 
However, a stronger focus on profit and cost reduc-
tion may broaden the range of possible solutions. 
Pressure and “balancing on the brink” by the U.S. 
will continue, but as a result, a final “price of the 
deal” may emerge, allowing progress to be made 
from the current deadlock.

CONCLUSIONS  
AND RECOMMENDATIONS

The analysis reveals a highly asymmetrical geo-
political situation in the confrontation between 
the United States and Russia. In fact, while 
America delivers very sensitive blows to Russia 
without suffering any damage itself, our coun-
try is engaged in active hostilities —  including 
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on both new and old territories. The economy 
of border regions has significantly declined and, 
apparently, will continue to weaken. Interna-
tional sanctions have caused colossal trade and 
production problems, many of which may only 
be resolved in the long term. Russia’s financial 
and human losses remain unknown but are un-
doubtedly substantial. All this happens against 
the backdrop of zero damage to the U.S.: their 
arms supplies to Ukraine appear more like dis-
posal than any weakening of military potential, 
and financial aid, given America’s currency he-
gemony through dollar printing, is not overly 
burdensome. Thus, our country is currently los-
ing the geopolitical confrontation with America, 
bearing a far heavier burden of costs —  material, 
human, and financial —  while the U.S. feels no 
significant discomfort from the ongoing con-
flict. If we strive to win this war and avoid a 
full-scale nuclear conflict, a change in confron-
tation tactics is imperative.

The rise to power of Trump signals another 
swing toward plutocracy in U.S. foreign affairs, 
but this alone is insufficient to resolve the prob-
lem in Ukraine. As a representative of plutocracy, 
Trump must clearly see the unacceptable losses 
entailed by continuing the campaign against 
Russia, and preferably the benefits of ending 
the active phase of confrontation. Here, the ne-
cessity of corresponding initiatives from Russia 
becomes evident.

In this context, it is legitimate to pose the 
fourth question raised at the start of the arti-
cle: what should Russia do under the evolving 
circumstances?

As noted above, it is advisable for Russia to 
pursue an ambivalent policy regarding the escala-
tion of unacceptable damage for the U.S. while si-
multaneously creating potential benefits for them. 
This leads us into a zone of highly speculative 
hypotheses and proposals, so we will briefly touch 
upon possible Russian solutions, fully aware of 
their controversial nature.

To demonstrate the seriousness of its inten-
tions, sooner or later Russia will have to take 

unpopular measures, which may involve various 
courses of action:

1. Partial disruption of global infrastructure. For 
example, in 2023, due to unintended actions by 
the Chinese vessel Newnew Polar Bear in the Bal-
tic Sea between Finland and Estonia, the Baltic-
connector 9 gas pipeline was damaged. In 2024, 
damage was recorded to the C–Lion1 submarine 
communication cable between Finland and Ger-
many.10 It is unsurprising that Washington sus-
pects Moscow of potentially conducting sabotage 
operations aimed at disabling critical parts of the 
global communications infrastructure. However, 
until now Russia has excluded this path for itself. 
Apparently, the time is coming when such opera-
tions should not only become an integral part 
of Russia’s special military operation policy but 
also be scaled up significantly so that the United 
States and European countries can feel the costs 
associated with the confrontation in Ukraine.

2. Blocking maritime trade routes. In 2024, ac-
tions by the Houthis in the Red Sea and Bab-el-
Mandeb Strait led to a gradual curtailment of

navigation there.11 The Houthis are under the 
patronage of Iran, with which Russia cooperates 
on many fronts, so there is no obstacle to supply-
ing them with modern weapons to enhance their 
capabilities and effectively paralyze global trade 
in the region. Dissatisfaction with this fact could 
become a signal for the U.S. and EU countries to 
reconsider their position on Ukraine. It is also 
worth noting that accidents sometimes occur in 
the Red Sea: in 2021, the tanker Ever Given ran 
aground and blocked the Suez Canal, with the cost 
of unblocking operations estimated at $ 9.6 billion 
per day; similar blockages happened in 2022 due 
to the tanker Affinity V, and again in 2023 because 
of the dry cargo ship Xin Hai Tong.12 Such block-

9 URL: https://www.rbc.ru/politics/12/08/2024/66ba08b99a7947bc
c6483fc9
10 URL: https://www.rbc.ru/society/18/11/2024/673b4a109a794763
7be77c0a?ysclid=m4bi6oplwe428930601
11 URL.: https://www.ng.ru/world/2024–01–16/1_8923_redsea.html
12 URL: https://oilcapital.ru/news/2023–05–25/v-suetskom-kanale-
vnov-chp-2937680
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ages could be artificially reproduced, and Russia 
has all the means to do so. A skillful alternation 
of Houthi actions and “friendly” tankers could 
block this vital trade route for a prolonged period.

3. Strikes on decision-making centers in Ukraine. 
Another permissible tool to deter the aggressive 
stance of the American establishment and its allies 
could be devastating strikes on decision-making 
points in Ukraine, with an emphasis on causing 
maximum damage to foreign advisors and military 
personnel. It is not excluded that Russia may have 
to strike the territory of a NATO country supplying 
weapons to Ukraine. Naturally, such actions will 
provoke mass protests but would overall have a 
sobering effect on Western political elites.

4. Complete ban on the supply of strategic raw 
materials to unfriendly countries. Another poten-
tially painful gap for the U.S. is the import of stra-
tegic goods from Russia. For example, in both 2022 
and 2023, Russia actively supplied America with 
pearls, precious stones, coins, mineral fertilizers, 
fuels, oils, distillation products, platinum group 
metals, aluminum, and uranium,13 thereby sup-
porting its energy and electronics sectors during 
the active phase of the special military opera-
tion. In 2024, Russia introduced restrictions on 
the export of enriched uranium to the U.S. but 
made exceptions for shipments under one-time 
licenses issued by the Federal service for technical 
and export control.14 While there may be some 
economic rationale behind such decisions, they 
clearly contradict the war regime and reduce the 
damage inflicted on the United States, so Wash-
ington is unlikely to respond to any signals.

5. Expropriation of foreign companies’ assets on 
Russian territory. Although the process of acquir-
ing foreign companies leaving Russia continued 
in 2024, it appears excessively liberal. Since 2022, 
transactions involving the sale of Russian assets 
belonging to residents of unfriendly countries 
require approval by a government commission, 

13 URL: https://tsargrad.tv/articles/russkij-uran-dlja-ukrainskih- 
snarjadov-vskrylas-neprigljadnaja-tajna-torgovli-s-ssha-2_ 
857662?utm_referrer=https%3a%2f%2fya.ru%2f
14 URL: https://vz.ru/economy/2024/11/16/1298314.html?ysclid= 
m4bkfrfxna538161307

and the asset’s value is determined by independent 
appraisal. In 2024, the minimum discount that for-
eign owners must offer Russian buyers increased 
from 50% to 60%, and the size of the “voluntary 
contribution” to the budget rose from 15% to 
35% of the market value of the asset. While these 
measures reduce the burden on local business, 
they are clearly insufficient in the current condi-
tions. For example, the French company Danone, 
which left Russia in 2024, sold its business to the 
Russian company Vamin R for 17.7 billion rubles, 
despite its valuation being approximately 80 bil-
lion rubles —  that is, 4.5 times below market val-
ue.15 However, nothing prevents Russia from fully 
expropriating such assets —  in the absence of this, 
buyouts appear as a sign of weakness and reduce 
investment resources for domestic entrepreneurs 
who could otherwise develop the local economy.

6. Developing business proposals for the U.S. in the 
event of conflict resolution. As noted above, measures 
to increase the sensitivity of the American estab-
lishment should include not only direct damage 
but also potential incentives. This topic warrants 
separate, in-depth research, but already one promis-
ing direction can be identified: Arctic development 
in cooperation with the United States. For example, 
current estimates suggest that cargo traffic along 
the Northern Sea Route is expected to increase 
eightyfold from 2010 to 2024 —  from 1 million to 
80 million tons.16 The Arctic is claimed not only by 
Russia and the U.S., but also by China, allowing us 
to skillfully leverage competing interests among 
these partners. Russia could offer the Americans 
various incentives: quotas for passage through the 
Northern Sea Route, access to northern Russian 
ports, opportunities for American capital participa-
tion in specific Arctic projects, and so forth. These 
would constitute a significant motivation for the 
U.S. to reconsider its support for Ukraine in favor 
of a strategically important economic partnership.

Without further elaboration, it should be empha-
sized that the purpose of all the proposed actions is 
15 URL: https://journal.tinkoff.ru/news/foreign-business-sale/?yscl
id=m52d3zi9om936178046
16 URL: https://tass.ru/mezhdunarodnaya-panorama/8679505?yscl
id=m4bljliwbu471021957
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at least to partially shift the burden currently borne 
by Russia onto Western —  and primarily American —  
assets. Otherwise, the U.S. will neither relinquish its 
claims regarding Ukraine

RESULTS AND DISCUSSION
In conclusion, it is worth reflecting on the rele-
vance and demand for the proposed recommenda-
tions. Currently, the scholarly literature actively 
debates the phenomenon of the decline of U.S. 
hegemony and its consequences. A widely held 
view is that the era of U.S. geopolitical monopoly 
is ending, giving way to an oligopoly character-
ized by the rising power of China and the BRICS 
organization —  which, according to available 
estimates, is expected to become the leading 
force in the G20 by the late 2030s —  as well as 
the concept of Afrocentrism, embraced by many 
countries (e. g., South Africa) as a theoretical 
foundation in their efforts toward decolonization 
[11]. In this context, some argue that U.S. foreign 
policy under the Trump administration’s first 
term (“Trump Doctrine”) represented a with-
drawal from global leadership in favor of reactive 
populism [12].

Conversely, some analysts use the example of 
Argentina to demonstrate that Trump, contrary 
to popular belief, did not weaken U.S. hegemony 
in Latin America but rather strengthened it by 
relying on traditional American “dollar diplo-
macy” tools [13]. Other researchers point out 
that the so-called “realpolitik” succeeding liberal 
imperialism tends to provoke proxy wars without 
creating new institutions, practices, or norms to 
mitigate their consequences, potentially becom-
ing a new source of international disorder [14]. 
Building on this idea, leading political scientists 
highlight the inability of the successive Trump 
and Biden administrations to abandon the goal of 
U.S. supremacy, resulting in a state of “dominance 
without hegemony,” where America plays an in-
creasingly dysfunctional role —  its foreign policy 
has shifted from a mid-20th-century regime of 

“legitimate defense” to an early 21st-century 
regime of “protective racketeering” [15].

The literature identifies three potential paths 
for the U.S. to preserve its hegemony: 1) defen-
sive protectionism; 2) fragmentation of the in-
ternational system; and 3) launching a new wave 
of innovation (“rejuvenation”). However, since 
China demonstrates both the capability and 
willingness to become the technological leader, 
the third option appears doubtful, making the 
first two more likely —  and these carry the risk 
of war over control of technology and its owner-
ship [16]. Nevertheless, some authors emphasize 
China’s mistakes related to its pursuit of domi-
nance, which alarms its neighbors, while the U.S. 
retains the experience of building extensive net-
works of influence [17].

The identified trends and factors in the restruc-
turing of the global economic system create a fa-
vorable environment for more active Russian ac-
tions in the conflict in Ukraine. For example, there 
is an opinion that the main reason for the sharp 
deterioration in relations between Moscow and 
Washington was Russia’s new role in addressing 
critical global issues, which laid the foundation for 
effective strategic bargaining [18]. Although some 
publications note that in the past decade of con-
frontation between the U.S. and Russia, Russia’s 
actions have largely been forced, reactive respons-
es to hostile moves by the hegemon [19]. In other 
words, it is emphasized that Russia lost strategic 
initiative at the outset of the conflict.

At the same time, there are prerequisites for 
active bargaining between Russia and America. 
For instance, some experts argue that the Arctic 
is a zone of strategic interest for all states, and 
severing ties with Russia beyond the Arctic Cir-
cle for the U.S. and NATO countries is unjustified; 
it not only increases the risk of escalation in the 
geopolitical conflict but also hinders progress on 
climate change mitigation [20]. According to Rus-
sian analysts, the Northern Sea Route project, on 
the contrary, could become a powerful stimulus 
for Russian-American economic cooperation17. 

17   Russia – U.S. relations after the “reset”: on the way to a new agenda. 
A view from Russia. Report by Russian participants of the Working group 
on the future of Russian – American relations. М.: Valdai; 2011.  48 p.
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Meanwhile, Chinese expert Gu Fengli rightly 
points out that the conflict in Ukraine is part of 
a long-prepared hybrid war aimed at preserving 
U.S. hegemony, and until that goal is achieved, 
the opponent will not allow Russia to easily 

“break free,” which is a key factor in the continu-
ation of the confrontation and rising stakes [21]. 
It is suggested that the current events are a direct 
continuation of the Cold War, which immediately 
transitioned into a new phase [22]. At the same 
time, analysts stress that Russia and the U.S. find 
themselves in the same civilizational boat—they 
are losing, and will continue to lose, their rela-
tive weight in the global economy and politics18.

One study correctly notes that the way for the 
U.S. to return to a historical norm of behavior 
involves increasing the country’s foreign policy 
costs and raising the price of maintaining the 
American empire. However, a deterrence measure 
such as the last warning signal in the form of a 
ground detonation of a super-large nuclear war-
head (over 50 megatons) seems unjustified [1]. A 
detonation on Russian territory (for example, at 
Malaya Zemlya) would only damage Russia itself, 
but would not affect the U.S.—in fact, it would be 
a costly yet ineffective demonstration shot.

All these factors indicate that both Russia and 
the U.S. are in an extremely precarious situation, 
which will only worsen due to mutual confronta-
tion. In this context, the recognition of the clear 
and painful damage that could be inflicted on the 
U.S. if the conflict in Ukraine continues—along-
side potential benefits from its resolution—could 
serve as a serious motive for the American estab-
lishment to abandon the escalation strategy.

CONCLUSION
The analysis of the military-strategic confron-
tation between the United States and Russia 
allows us to outline several important theses 
that should serve as a basis for contemporary 
political analysis. First and foremost is the un-
derstanding of the West’s loss of fear regard-

18  ibid.

ing a thermonuclear Armageddon, which could 
occur if control over the situation in Ukraine is 
lost. This is connected to a unique phenomenon 
in the history of human civilization—the dual-
ity of Russia’s position after 1991, when its ruling 
elites were, on one hand, under Western influ-
ence, but on the other hand, their ambiguity and 
uncertainty contained the potential to “rise up” 
and restore the country’s political sovereignty, 
relying on its military-strategic capabilities, in-
cluding its nuclear arsenal. This situation gave 
rise to another unique phenomenon—the un-
certainty of Russia’s “red lines” in foreign poli-
cy, which were either unspoken or constantly 
shifted. Although Russia has begun to change 
its policy in this regard, the West has already be-
come accustomed to its excessive caution and no 
longer hears these new signals.

The United States’ lack of flexibility in re-
sponding to Russia’s statements and actions is 
largely tied to its mental model of global domi-
nance, which includes four elements: the pre-
sumption of the American state’s divine cho-
senness, the doctrine of irreconcilability, the 
stratagem of totality, and the syndrome of re-
fusal to accept unacceptable costs. The indivisi-
bility effect of power compounds this model and 
exacerbates the American establishment’s in-
sensitivity to the escalating tensions in Ukraine.

At the same time, the U.S. administration em-
ploys two distinct “legacies” of John Dulles in its 
tactics: the doctrine of “balancing on the edge” 
and the doctrine of the “tolerable price.” Since 
Russia has so far caused no significant damage to 
the United States, the American authorities have 
no reason to abandon these political principles. 
However, the return of Donald Trump to power in 
the U.S. in 2025 signals a strengthening of pluto-
cratic principles in government and creates con-
ditions for a deal on Ukraine—one that will re-
quire inflicting unacceptable damage on America.

For this the following measures are proposed: 
partial destruction of global infrastructure; 
blockade of maritime trade routes; strikes on 
decision-making centers in Ukraine; a complete 
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ban on the supply of strategic raw materials to 
unfriendly countries; expropriation of assets 
belonging to foreign companies from hostile 
states located on Russian territory; and the de-
velopment of business proposals for the U.S. in 
the event of conflict resolution. These measures 
should be implemented by the Government of 
the Russian Federation, relying on its existing 
administrative apparatus. Ideally, all major ac-
tions should be completed by the end of 2025 

and begin to yield results within that timeframe. 
Without going into details, it can be asserted 
that the country’s highest authorities possess 
the necessary forces, resources, and means for 
this; however, their effective use requires gen-
erating creative and largely unconventional 
management decisions. Carrying out these ac-
tions will help shift away from unilateral strikes 
against Russia and create a more favorable envi-
ronment for constructive negotiations.
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INTRODUCTION
The development of distributed ledger tech-
nologies and the emergence of cryptocurren-
cies have led to the formation of a new layer 
of economic relations requiring adequate 
legal regulation. However, the dynamic and 
cross-border nature of digital assets (DAs) 
conflicts with traditional approaches to finan-
cial regulation, which are based on principles 
of centralization and national sovereignty.

The dynamics of cryptocurrency develop-
ment over the past decade demonstrate their 
transformation from a niche technological ex-
periment into a global financial phenomenon. 
The total capitalization of the crypto market 
exceeded USD 3 trillion 1 in 2025, with more 
than 20% of cryptocurrency users coming from 
CIS countries, including Russia. This creates 
unique challenges for national regulation, es-
pecially under conditions of sanctions pressure 
and Russia’s pursuit of digital sovereignty. For 
example, in 2023, the share of ruble pairs on 
P2P platforms grew by 35%, highlighting the 
increasing demand for alternative financial 
instruments among Russians. However, unlike 
China, which has introduced the digital yuan, 
or the EU, which adopted the MiCA Regulation,2 
Russia remains in a “grey zone,” where the legal 
status of crypto-assets is limited by Federal Law 
No. 259-FZ of July 31, 2020, “On Digital Finan-
cial Assets, Digital Currency, and on Amend-
ments to Certain Legislative Acts of the Russian 
Federation 3” (hereinafter —  259-FZ), while their 
actual use continues to expand. This duality 
increases legal risks and slows the integration 
of blockchain technologies into key sectors of 
the economy.

The lack of unified terminology and generally 
accepted classification of digital assets compli-
cates the development of consistent rules and 
creates legal uncertainty for market participants.

1 URL: https://coinmarketcap.com
2 URL: https://eur-lex.europa.eu/eli/reg/2023/1114
3 URL: https://www.consultant.ru/document/cons_doc_LAW_35875
3/?ysclid=m8hgtpsoks151221684

This article attempts to systematize existing 
approaches to defining cryptocurrencies and 
digital assets, as well as to propose the authors’ 
own formulations that take into account the 
specifics of the phenomena under consideration. 
The authors analyze key problems associated 
with the application of current Russian legisla-
tion to cryptocurrency transactions and provide 
recommendations for its improvement.

METHODOLOGY
The study is based on a theoretical analysis 
of existing doctrine, taking into account vari-
ous positions within the scholarly discourse, 
as well as precedents from law enforcement 
practice. Using a systemic and functional 
approach, an attempt is made to link tech-
nological characteristics (decentralization, 
blockchain, tokens) with economic and le-
gal aspects in order to propose the authors’ 
own definitions and classification criteria. To 
achieve this, several dimensions are examined 
sequentially: the technological dimension 
(features of distributed ledgers, smart con-
tracts), the economic dimension (the function 
as a means of payment, the problem of token 
valuation), and the legal dimension (legal re-
gime, prohibition of use as a means of pay-
ment, registration requirements).

The article applies a content analysis method 
to normative and doctrinal sources, which al-
lows the identification of terminological incon-
sistencies and legislative gaps. A comparative 
method (contrasting Russian and international 
positions) further helps to highlight contradic-
tions in approaches to legal regulation, while 
the systemic method ensures a comprehensive 
view of the problem: it considers not only the 
texts of laws themselves but also their applica-
tion in the real financial sphere. The authors 
aim for a comprehensive classification, refer-
ring to the diversity of viewpoints and recog-
nizing that a unified formula must reflect at 
least three key aspects —  legal, economic, and 
technological.
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ANALYSIS OF THE PROBLEM  
OF TERMINOLOGICAL UNCERTAINTY

One of the main problems in regulating digital 
assets is the lack of a unified approach to their 
definition and classification, both in Russian 
and international law. Legislative definitions 
of digital assets in Russia do not take into ac-
count their functional polysemy, and the legal 
system retains terminological uncertainty that 
hinders the development of universal classifica-
tion criteria [1–3]. Federal Law No. 259-FZ first 
introduced into Russian legislation the concepts 
of “digital financial assets” and “digital cur-
rency”; however, as noted by A. V. Gabov, these 
definitions were primarily developed to regulate 
centralized digital currencies (for example, the 
digital ruble) and do not reflect the specifics of 
decentralized cryptocurrencies, which leads to 
excessive formalization of the rules [1]. They do 
not fully capture the technological, economic, 
and functional features of cryptocurrencies, re-
main largely declarative in nature, and fail to 
provide the flexible regulation needed for the 
digital economy.

In particular, digital currency (DC) is defined 
as a set of electronic data contained in an infor-
mation system, which is offered and/or may be 
accepted as a means of payment. However, cryp-
tocurrencies based on decentralized blockchains 
generally do not have a single issuer or operator 
who could guarantee the fulfillment of obligations 
[4]. According to O. V. Loseva, the lack of a clear 
classification complicates not only the valuation 
of digital assets but also their integration into the 
legal framework, since regulators cannot rely on 
uniform criteria [5].

Moreover, 259-FZ explicitly prohibits the use 
of digital currency as a means of payment on the 
territory of the Russian Federation, which con-
tradicts already established practices of using 
cryptocurrencies to pay for goods and services on 
the Internet and in the darknet [6]. This creates 
a legal conflict where the actual use of crypto-
currencies outpaces legislative regulation and 
is not covered by existing norms. As A. V. Gabov 

emphasizes, the Russian legislator conflates the 
concepts of “digital currency” (for example, the 
digital ruble) and “cryptocurrency,” which creates 
terminological confusion and prevents the forma-
tion of clear classification criteria [1].

This problem is relevant not only for Russia 
but also for other jurisdictions. For example, in 
the United States, the Securities and Exchange 
Commission classifies Bitcoin as a commodity 
and Ethereum as a potential security, which has 
led to disputes in legal practice.4 MiCA introduces 
a clear distinction between “electronic tokens” 
and “utility tokens,” which simplifies regulation. 
In contrast, 259-FZ lumps all digital assets un-
der general definitions, ignoring their functional 
diversity.

A striking example of the consequences of such 
uncertainty occurred in 2022, when a court in 
Moscow refused to recognize Bitcoin as a means 
of payment in a debt collection case, citing the 
absence of “legal status.5” However, in Dubai in 
2023, cryptocurrencies were legalized as a means 
of payment for government services, which stimu-
lated an influx of investment into the UAE.

In the academic literature, considerable atten-
tion is paid to distinguishing between the concepts 
of “virtual currency,” “electronic money,” “digital 
currency,” and “cryptocurrency.” For example, the 
European Central Bank considers virtual curren-
cies to be a type of unregulated digital money 
created by private individuals or organizations 
and used among members of a virtual community.6 
At the same time, the Financial Action Task Force 
(FATF) defines virtual currency as a digital rep-
resentation of value that can be digitally traded 
and functions as a medium of exchange, a unit 
of account, or a store of value, but does not have 
legal tender status.7

4 URL: https://www.sec.gov/newsroom/press-releases/2020–338
5 URL: https://sudact.ru/arbitral/doc/4cASe7Q2ZX5z/
6 URL: https://www.ecb.europa.eu/pub/financial-stability/fsr/html/
ecb.fsr202211~2c387cac68.en.html
7  U R L :  h t t p s : / / w w w . f a t f - g a f i . o r g / p u b l i c a t i o n s /
fatfrecommendations/documents/guidance-rba-virtual-
assets-2021.html
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It is clear that, based on their technical char-
acteristics, cryptocurrencies fall under all these 
definitions. But is it correct to equate them with 
electronic money (EM)? According to Federal Law 
No. 161-FZ of June 27, 2011, “On the National Pay-
ment System 8” (hereinafter —  161-FZ), EM must be 
denominated in rubles or a foreign currency, and 
the operator is obliged to redeem their balance 
at the client’s request. Decentralized cryptocur-
rencies, by contrast, do not have any redemp-
tion obligations and are freely convertible at the 
market rate.

Some researchers propose classifying crypto-
currencies as “digital goods” or “intangible as-
sets 9” [7]. However, even this does not seem to fully 
account for all the nuances of their circulation, 
since cryptocurrencies can not only be an object 
of purchase and sale but can also be used as a 
payment instrument or a store of value, which 
clearly goes beyond the traditional understanding 
of a commodity.

CLASSIFICATION  
OF CRYPTOCURRENCIES 

AND DIGITAL ASSETS
One of the main challenges in systematizing 
cryptocurrencies and digital assets lies in the 
diversity of grounds and approaches for their 
classification. For example, A. V. Gabov points 
out that the digital ruble, as a centralized in-
strument, requires a fundamentally different 
regulatory approach compared to decentralized 
cryptocurrencies; however, current legislation 
does not clearly distinguish between them [1]. In 
particular, Russian legal doctrine is dominated 
by a fragmented approach that fails to take into 
account the multifunctionality of crypto-assets 
[2]. Classification criteria can include techno-
logical design, economic purpose, legal status, or 
the functional features of specific instruments. 
Nevertheless, cryptocurrencies and tokens of-

8 URL: https://w w w.consultant.ru/document/cons_doc_
LAW_115625/
9 URL: https://www.chainalysis.com/blog/2024-crypto-crime-
report-introduction/

ten have a hybrid nature, combining properties 
of different asset classes. As O. V. Loseva notes, 
for valuation purposes, digital assets require a 
special classification that takes into account not 
only their technological characteristics but also 
their market liquidity, volatility, and monetiza-
tion potential. Therefore, a universal systemati-
zation approach is still lacking [5].

In some classifications, depending on the 
mechanism of creation and circulation, the fol-
lowing types are distinguished:

• native cryptocurrencies, with their own 
blockchain (e. g., Bitcoin, Ethereum, Litecoin);

• equity tokens, which grant ownership 
rights in a company or entitlement to dividends. 
As noted by the U. S. Securities and Exchange 
Commission, such tokens fall under the defini-
tion of securities and must comply with regula-
tory norms 10;

• debt tokens, secured by assets and grant-
ing claims on the underlying asset (real estate, 
securities, commodities);

• unsecured payment tokens, which function 
as a means of payment;

• utility tokens, providing access to a pro-
ject’s products or services;

• stablecoin tokens, whose exchange rate is 
pegged to fiat currencies, precious metals, or a 
basket of assets [4, 8].

O. V. Loseva proposes an alternative classifi-
cation oriented toward value parameters, where 
digital assets are divided into:

• highly liquid digital assets (e. g., Bitcoin);
• digital assets pegged to real assets (stable-

coins);
• instruments with an uncertain value (utility 

tokens) [5].
However, not all cryptocurrencies clearly fit into 

the proposed schemes. For example, Ethereum 
successfully combines the properties of a means 
of payment with those of a platform for creating 
utility tokens and decentralized applications. Eq-

10 URL: https://www.sec.gov/corpfin/framework-investment-
contract-analysis-digital-assets
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uity tokens are often traded on crypto exchanges 
alongside classic cryptocurrencies, performing 
a speculative function. Meanwhile, some utility 
tokens have effectively turned into full-fledged 
digital currencies after the corresponding projects 
grew in popularity.

By the degree of centralization and transaction 
anonymity, public, private, and hybrid blockchains 11 
are distinguished [4]. Public blockchains (such as 
Bitcoin and Ethereum) allow any user to read and 
write data, maintaining a certain degree of privacy 
through the pseudonymity of addresses. Private 
blockchains involve a single operator or a consor-
tium of participants who set the consensus rules 
and admit new members at their discretion. Hybrid 
blockchains combine public and private functional-
ity by connecting closed clusters to an open network.

Finally, in terms of intended purpose and basic 
characteristics, some authors classify cryptocur-
rencies as:

• means of payment, characterized by high li-
quidity, divisibility, and portability (e. g., Bitcoin, 
Litecoin, Dash);

• platform-based assets, used to create decen-
tralized applications and launch initial offerings 
(e. g., Ethereum, EOS, Tron, NEO);

• investment tokens, representing digital ana-
logues of securities or shares in a company’s char-
ter capital;

• stores of value and volatility hedging instru-
ments, such as Bitcoin or stablecoins [9].

It should be recognized that these classifica-
tions are not mutually exclusive. In practice, many 
cryptocurrencies and tokens combine payment, 
investment, and speculative functions, making it 
difficult to develop a unified regulatory approach. 
The categories proposed in academic literature are 
largely theoretical and do not fully reflect all the 
technological and economic nuances of digital as-
set operation.

With the development of Web3 and metaverses, 
new forms of digital assets have emerged that re-
quire a reassessment of existing classifications:

11 URL: https://www.bis.org/publ/arpdf/ar2023.pdf

• Soulbound tokens (SBTs) —  non-transferable 
tokens that record a user’s reputation or achieve-
ments in decentralized communities, for example, 
within Decentralized Autonomous Organizations 
(DAOs 12). Their legal status remains unclear, as 
they do not fall under traditional categories of se-
curities or goods.

• Non-fungible tokens (NFTs) with utility func-
tions, such as tokens granting access to exclusive 
content or physical assets (for example, in Porsche 
NFT projects 13). In Russia, such attempts face tax-
ation challenges since the Russian Tax Code does 
not distinguish between NFTs and cryptocurren-
cies.

• Hybrid stablecoins, for example, tokens 
backed by a combination of algorithmic mecha-
nisms and reserves (like the decentralized stable-
coin DAI). Their dual nature creates risks for fi-
nancial stability, as demonstrated by the collapse 
of TerraUSD in 2022.14

Moreover, classifications based on the current 
state of the market are becoming outdated almost 
in real time. New types of tokens and hybrid in-
struments constantly appear, combining features 
of different asset classes. The technological and 
organizational structures of blockchain projects 
also continue to evolve, rendering most existing 
formal criteria inadequate.

Given the complex and dynamic nature of cryp-
tocurrencies and digital assets, it seems reasonable 
at this stage to refrain from trying to force them into 
rigid universal classification frameworks. Instead, a 
differentiated approach to analysis and regulation 
is needed, depending on the specific technological 
and economic characteristics of each instrument.

RISKS AND THREATS ASSOCIATED 
WITH CRYPTOCURRENCIES 

AND DIGITAL ASSETS
The integration of cryptocurrencies and digital 
assets into Russia’s financial system creates a 

12 URL: https://decentraland.org/dao/
13 URL: https://newsroom.porsche.com/en/2023/company/porsche-
nft-collection-ethereum-web3–31868.html
14 URL: https://www.sec.gov/newsroom/press-releases/2023–32
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set of risks that require a multifaceted analysis, 
as they affect both the micro-level (individual 
market participants) and macroeconomic stabil-
ity, posing challenges for regulators, financial 
institutions, and society as a whole.

Risks for Private Investors
The primary threat for individuals remains the 
extreme volatility of cryptocurrency markets. 
For example, in 2021, the price of Bitcoin fell by 
65% within three months, leading to significant 
losses for investors [3, 10]. Such fluctuations 
are exacerbated by the absence of fundamental 
pricing mechanisms, turning crypto assets into 
a high-risk instrument for inexperienced market 
participants.

A serious problem is the spread of fraudulent 
schemes: phishing attacks, financial pyramids 
(such as the Russian “Finiko” scheme in 2021), 
and fake initial offerings [11, 12]. One study notes 
that more than 30% of cryptocurrency projects 
positioning themselves as investment funds do 
not correspond to their declared objectives, with 
their structures often imitating classic pyramid 
schemes [11]. The decentralized nature of the 
blockchain complicates the identification of mali-
cious actors, and the lack of regulation increases 
investor vulnerability.

Cyber threats are also a critical risk factor. In 
2023, total losses from cryptocurrency exchange 
hacks reached USD 3.8 billion, including inci-
dents involving Russian users [13]. The loss of 
funds due to the compromise of private keys or 
smart contracts is irrecoverable, since decentral-
ized systems exclude the possibility of warranty 
obligations [14].

An additional barrier is legal uncertainty. Rus-
sian banks block accounts suspected of crypto-
currency-related transactions, referring to the 
provisions of Federal Law No. 259-FZ, creating 
legal and financial difficulties for investors [15].

Threats to Financial Stability
At the macro level, cryptocurrencies have the 
potential to destabilize traditional financial in-

stitutions. According to estimates by the Bank of 
Russia, up to 40% of digital asset transactions go 
undeclared, facilitating tax evasion and reducing 
fiscal revenues.15

A mass migration of capital into cryptocur-
rencies could weaken central banks’ control over 
the money supply. Decentralized finance (DeFi) 
creates an alternative payment ecosystem that 
competes with fiat currencies, thereby threatening 
the monetary sovereignty of the state.16

The growth of DeFi platforms, such as decen-
tralized exchanges and lending protocols, reduces 
demand for traditional banking services, calling 
into question the profitability of the sector.17 This 
requires a reassessment of regulatory strategies 
to minimize systemic risks.

Expansion of Illegal Activities
Cryptocurrencies are actively used for illicit pur-
poses: 23% of Bitcoin transactions are linked to 
illegal operations, including money laundering 
and dark web trading. The anonymity of cli-
ents and the cross-border nature of blockchain 
make it difficult to identify participants, posing 
a threat to national security [6].

Particular concern arises regarding the financ-
ing of terrorism. Crypto assets allow prohibited 
organizations to circumvent sanctions and move 
funds outside the traditional banking system [15]. 
Sanctions pressure on Russia further encourages 
the use of stablecoins (such as USDT) for the il-
legal transfer of capital, thereby undermining the 
effectiveness of currency controls [16].

The risks associated with cryptocurrencies are 
multidimensional, affecting legal, economic, and 
technological spheres. To mitigate these threats, 
it is necessary to develop a balanced regulatory 
system that combines investor protection, coun-
teraction to illegal activities, and the integra-
tion of innovations into the financial system. As 

15 URL: https://www.cbr.ru/finstab/review/
16 URL: https://www.bis.org/publ/othp33.htm
17 URL: https://www.bankingsupervision.europa.eu/press/
supervisory-newsletters/newsletter/2023/html/ssm.nl230215_1.
en.html
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experts emphasize, ignoring these challenges 
may lead to systemic crises, whereas addressing 
them could create conditions for the sustainable 
development of the digital economy.

AUTHOR’S DEFINITIONS 
OF DIGITAL ASSETS

Based on the analysis of terminology and legal 
regulation, it seems necessary to distinguish be-
tween the concepts of “digital currency,” “cryp-
toasset,” and “cryptocurrency” as follows:

Digital currency is a virtual asset that exists 
in electronic form and is based on technological 
solutions involving both centralized and decen-
tralized accounting systems. It enables payments 
for goods and services both domestically and in 
cross-border transactions, serves as a store of 
value, and acts as a unit of account for determin-
ing and expressing prices.

This category includes projects involving na-
tional digital currencies issued by central banks 
on state-backed blockchain platforms (such as 
digital rubles, yuan, or dollars). Their key feature 
is a centralized issuance process and the existence 
of legally established rules governing their circula-
tion. As a rule, central bank digital currencies are 
recognized as legal tender on par with traditional 
fiat money.

Cryptoasset refers to a digital asset created and 
operating by means of cryptographic technologies 
and distributed ledger systems, which may serve 
as a medium of exchange, an investment object, 
or be used to confirm rights within an ecosystem.

Here, the emphasis is placed not on its payment 
function but on the technology of storing and 
recording rights to the asset. Any tokens issued 
on a blockchain may be classified as a type of 
cryptoasset, regardless of their economic essence. 
This definition covers the majority of existing 
cryptocurrencies and tokens, as well as deriva-
tive financial instruments such as cryptocurrency 
futures and options.

Cryptocurrency is a decentralized digital form 
of money, created and secured through crypto-
graphic methods based on distributed ledgers, 

which allows network participants to directly 
exchange value without the involvement of tra-
ditional financial intermediaries or the need to 
open a bank account.

The defining features of cryptocurrency are 
the decentralized nature of its infrastructure, the 
use of cryptographic methods to secure transac-
tions, and the absence of backing by traditional 
assets. The primary economic purpose of classic 
cryptocurrencies is to act as a means of exchange, 
payment, and savings.

It should be particularly emphasized that the 
definitions proposed here are the authors’ own 
and do not claim universality. In the context of 
legal regulation and state oversight, they may be 
supplemented by additional features reflecting 
the position of the regulator.

The authors’ proposed definition of “cryptoas-
set” correlates with the FATF approach (“digital 
representation of value”), but adds the techno-
logical criterion of “use of distributed ledger tech-
nology.” This, for example, makes it possible to 
exclude from this category centralized in-game 
tokens (such as V-Bucks), which are regulated 
differently.

In our interpretation of the concept of “crypto-
currency,” the emphasis is placed on decentraliza-
tion, which distinguishes it from the digital ruble 
but aligns with the position of the Bank of Russia, 
which prohibits private payment tokens. However, 
this contradicts the practice in Kazakhstan, where 
since 2021 cryptocurrencies have been recog-
nized as digital assets, allowing the legalization 
of mining. Such differences highlight the need 
to adapt terminology to national priorities while 
maintaining compatibility with global standards.

RECOMMENDATIONS  
FOR IMPROVING LEGISLATION

Based on the conducted analysis of the problems 
related to terminology and classification of digi-
tal assets, the following proposals can be for-
mulated for the further development of Russian 
legislation in this area. To this end, it is neces-
sary to:
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1. Unify the conceptual framework at the level 
of federal laws and subordinate regulatory acts, 
eliminating contradictions between different defi-
nitions of digital assets, cryptocurrencies, and 
tokens. In particular, it is advisable to clarify the 
relationship between digital assets and digital 
currencies within the framework of prospective 
cryptocurrency market regulation.

2. Provide in the regulatory framework for the 
possibility of functional differentiation of digital 
assets depending on their actual use in civil cir-
culation (payment tokens, utility tokens, invest-
ment tokens, etc.). This will allow differentiation 
of requirements for issuers and operators, taking 

into account the risks and specific features of each 
type of asset.

The authors’ classification of cryptocurrencies 
and digital assets by type of functioning, consid-
ering the provisions of the regulatory documents 
currently in force in Russia, is presented in the 
figure.

According to the authors, the classification 
based on IFRS IAS 32 is more accurate, and elec-
tronic money (EM) and digital currency (DC) 
should be included in the category of digital fi-
nancial assets. Therefore, it is proposed to make 
the corresponding amendments to Federal Laws 
No. 259-FZ and No. 161-FZ.

Fig. Classification of cryptocurrencies and digital assets by type of functioning
Source: compiled by the authors.
Note: solid line —  classification according to 161-FZ and 259-FZ; dotted line —  contradictions with IFRS IAS 32.

  A.V. Krupochkin, I.P. Khominich

 



30

The World of New Economy • Vol. 19, No. 2’2025 WNE.FA.RU

3. Develop a coordinated system of accounting 
and taxation for operations with digital financial 
assets (DFAs) and cryptocurrencies that ensures a 
balance between combating illegal transactions and 
creating favorable conditions for the development 
of the digital economy. In particular, it is important 
to establish procedures for reflecting cryptoassets in 
the balance sheets of organizations and individuals, 
as well as mechanisms for calculating and paying 
taxes on income from their circulation.

4. Create legal conditions for integrating smart 
contracts and other distributed ledger–based tech-
nological solutions into the existing system of con-
tractual relations. This implies clarifying the legal 
status of smart contracts, defining requirements 
for their form and content, and addressing issues 
of liability and applicable law.

5. Intensify cooperation with international 
organizations and foreign regulators to develop 
common standards and unify approaches to the 
regulation of cryptoassets. Given the cross-border 
nature of most blockchain projects, it is important 
to ensure the compatibility of Russian legislation 
with global rules governing the crypto market.

6. Implement investor protection mechanisms. 
It is proposed to create legal conditions for licens-
ing cryptocurrency exchanges, similar to the MiCA 
regulation, which sets requirements for transaction 
transparency, platform capitalization, and client as-
set protection. It is also advisable to develop a state 
platform for verifying initial coin offerings (ICOs), 
providing legitimacy checks of projects, analysis of 
white papers (foundational technical documents for 
crypto instruments), and compliance with disclosure 
standards. As noted by the European Central Bank, 
such an approach reduces fraud risks and increases 
investor confidence in digital assets.18

7. Strengthen control over illegal operations. A 
key regulatory element should be the introduction 
of mandatory KYC (Know Your Customer) and AML 
(Anti-Money Laundering) procedures, requiring 
user identification at all stages of interaction with 

18 URL: https://www.ecb.europa.eu/press/financial-stability-
publications/fsr/html/index.en.html

crypto platforms. These measures, enshrined in the 
Rosfinmonitoring Agreement, have already proven 
effective in the traditional financial system.19

8. Develop a methodology for stress testing to 
assess systemic risks, analogous to the approach 
of the European Central Bank, which analyzes the 
impact of cryptoassets on bank liquidity, capital 
volatility, and the resilience of payment infrastruc-
ture. Such analysis will enable forecasting crisis 
scenarios related to mass adoption of cryptocur-
rencies by the population and timely adjustment 
of regulatory norms.

Implementation of these proposed measures, 
aimed at synchronizing Russian legislation with 
international standards, will help not only to elimi-
nate existing legal gaps and conflicts but also to 
create a foundation for the balanced integration of 
cryptoassets into Russia’s financial and economic 
system. This will ensure the harmonization of in-
novative digital economy development with the 
protection of national interests and promote the 
sustainable integration of new technologies into 
the legal framework.

CONCLUSION
The conducted analysis has shown that currently 
there is no clear and consistent system of terms 
and classifications regarding cryptocurrencies 
and digital assets in Russian legislation and law 
enforcement practice. Federal Law No. 259-FZ has 
not fully resolved the existing legal uncertainties 
and conflicts. The concepts introduced in the law, 
such as “digital currency” and “digital financial as-
sets,” insufficiently reflect the technological and 
economic features of cryptocurrencies and tokens 
and contradict established practices of their use.

At the same time, the diversity of approaches 
to systematization and the multiplicity of char-
acteristics of digital assets in academic literature 
complicate the development of universal criteria 
for their differentiation. Most cryptocurrencies and 
tokens have a hybrid nature, combining the proper-

19 URL: https://www.consultant.ru/document/cons_doc_
LAW_275858/
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ties of payment means, speculative instruments, and 
utility units within blockchain systems. Attempts to 
classify them as electronic money, uncertificated se-
curities, or digital rights face significant limitations.

Given the rapid development of distributed tech-
nologies and the constant emergence of new types 
of digital instruments, it seems impractical to fix 
all possible types of cryptoassets within a closed 
list. Instead, a flexible risk-oriented approach is 
necessary, allowing regulatory requirements to be 
differentiated depending on the specific purposes 
of issuance and circulation of the digital asset, its 
technological implementation, and actual usage 
by participants in civil turnover.

Ignoring the risks associated with cryptocur-
rencies could lead to systemic crises, including 
loss of control over financial stability and growth 
of the shadow economy. The implementation of 
the proposed measures, on the contrary, will cre-
ate conditions for sustainable development of 
the digital economy, combining the innovative 
potential of blockchain technologies with the 
protection of the interests of the state, business, 
and society. Achieving this balance requires not 
only legal reforms but also active dialogue among 
regulators, market participants, and the academic 
community.

The authorial definitions of digital currency, 
cryptoasset, and cryptocurrency proposed in this 

article aim to clarify the key characteristics of the 
studied phenomena, taking into account legal, 
economic, and technical aspects. They can serve 
as a guideline for the further development of regu-
latory frameworks in the absence of established 
approaches. At the same time, it is important to 
ensure terminological unity across various regu-
latory acts and the integration of Russian norms 
with international standards.

Further improvement of Russian legislation 
should follow the path of establishing legal foun-
dations for the issuance and circulation of digital 
assets (considering their functional specifics) as 
well as removing excessive restrictions on the use 
of distributed ledger technologies in the financial 
sector. Special attention should be paid to issues 
of taxation, accounting, and reporting related to 
the ownership and transactions with cryptoassets. 
It is important to develop a balanced approach 
that, on one hand, counters the use of cryptocur-
rencies for unlawful purposes, and on the other 
hand, does not hinder digital innovation and the 
development of the domestic blockchain industry.

Achieving clarity in basic definitions and regu-
latory principles will create conditions for the 
formation of a mature digital asset market in Rus-
sia, capable of attracting investments and techno-
logical expertise while respecting the rights and 
legitimate interests of all participants.

REFERENCES 
1. Gabov A. V. A digital ruble of the Central Bank as a civil rights object. Aktual’nye problemy rossiiskogo prava = 

Actual Problems of Russian Law. 2021;16(4):55–65. (In Russ.). DOI: 10.17803/1994-1471.2021.125.4.055-065
2. Savelyeva M. V. On the formation of the mechanism of legal regulation of relations related to cryptoassets in 

the era of global digitalization. Akademicheskii yuridicheskii zhurnal = Academic Law Journal. 2022;23;(1):78–
86. (In Russ.). DOI: 10.17150/1819-0928.2022.23(1):78-86

3. Kochergin D. Crypto-assets: Economic nature, classification and regulation of turnover. Vestnik 
mezhdunarodnykh organizatsii: obrazovanie, nauka, novaya ekonomika = International Organisations Research 
Journal. 2022;17(3):75–130. (In Russ.). DOI: 10.17323/1996-7845-2022-03-04

4. Narayanan A., Bonneau J., Felten E., et al. Bitcoin and cryptocurrency technologies. Draft. Princeton: 
Princeton University Press; 2015. 29 p. URL: http://vis.usal.es/rodrigo/documentos/papers/
Narayanan2015.pdf

5. Loseva O. V. Types and classification of digital assets for valuation purposes. Imushchestvennye otnosheniya 
v Rossiiskoi Federatsii = Property Relations in the Russian Federation. 2022;(2):45–57. (In Russ.). DOI: 
10.24412/2072-4098-2022-2245-45-57

  A.V. Krupochkin, I.P. Khominich



32

The World of New Economy • Vol. 19, No. 2’2025 WNE.FA.RU

6. Foley S., Karlsen J. R., Putniņš T. J. Sex, drugs, and Bitcoin: How much illegal activity is financed through 
cryptocurrencies? The Review of Financial Studies. 2019;32(5):1798–1853. DOI: 10.1093/rfs/hhz015

7. Frolov I. V. Cryptocurrency as a digital financial asset in Russian jurisdiction: On the issue of corporeal or 
legally binding concept. Pravo i ekonomika. 2019;(6):5–17. (In Russ.).

8. Yazman E., Sharif H. Categorization of cryptoassets. In: Munoz J. M., Frenkel M., eds. The economics of 
cryptocurrencies. Abingdon: Routledge; 2020:34–50.

9. Zetzsche D. A., Buckley R. P., Arner D. W., Föhr L. The ICO gold rush: It’s a scam, it’s a bubble, it’s a super 
challenge for regulators. Harvard International Law Journal. 2019;60(2):267–315. URL: https://journals.law.
harvard.edu/ilj/wp-content/uploads/sites/84/3_ICO_60.2.pdf

10. Katsiampa P. Volatility estimation for Bitcoin: A comparison of GARCH models. Economics Letters. 2017. DOI: 
10.1016/j.econlet.2017.06.023.

11. Bianchi D., Babiak M. On the performance of cryptocurrency funds. Journal of Banking & Finance. 
2022;138:106467. DOI: 10.1016/jjbankfin.2022.106467

12. Shahzad S. J.H., Anas M., Bouri E. Price explosiveness in cryptocurrencies and Elon Musk’s tweets. Finance 
Research Letters. 2022;47B:102695. DOI: 10.1016/jfrl.2022.102695

13. Conlon T., Corbet S., McGee R. J. Are cryptocurrencies a safe haven for equity markets? An international 
perspective from the COVID-19 pandemic. Research in International Business and Finance. 2020;54:101248. 
DOI: 10.1016/jribaf.2020.101248

14. Narayanan A., Bonneau J., Felten E., et al. Bitcoin and cryptocurrency technologies: A comprehensive 
introduction. Princeton: Princeton University Press; 2016. 336 p.

15. Kinsburskaya V. A. Identifying cryptocurrency holders for the purposes of counteracting laundering of illegally 
obtained moneys and financing of terrorism. Natsional’naya bezopasnost’ / nota bene = National Security / nota 
bene. 2019;(3):1–14. (In Russ.). DOI: 10.7256/2454-0668.2019.3.29720

16. Eskindarov M. A., Maslennikov V. V., Maslennikov O. V. Risks and chances of the digital economy in Russia. 
Finance: Theory and Practice. 2019;23(5):6–17. DOI: 10.26794/2587-5671-2019-23-5-6-17

ABOUT THE AUTHORS

Anatoly V. Krupochkin —  chief specialist, Salym Petroleum Development LLC, Moscow, 
Russian Federation
http://orcid.org/0009-0003-5004-9814
Corresponding author:
9683601984@mail.ru

Irina P. Khominich —  Dr. Sci. (Econ.), Professor of the Global Financial Markets and Fintech 
Department of the Plekhanov Russian University of Economics, Moscow, Russian Federa-
tion
http://orcid.org/0000-0001-9033-4669
Khominich.IP@rea.ru

Conflicts of Interest Statement: The authors have no conflicts of interest to declare.

The article was received on 20.01.2025; revised on 14.02.2025 and accepted for publication on 27.02.2025.
The authors read and approved the final version of the manuscript.

  A.V. Krupochkin, I.P. Khominich



33

The World of New Economy • Vol. 19, No. 2’2025 WNE.FA.RU

ORIGINAL PAPER

DOI: 10.26794/2220-6469-2025-19-2-33-49
UDC 332.1(045)
JEL P25, P28 

Development of Regional Innovation Potential  
under the Influence of the Oil and Gas Industry

I.L. Beilin
Kazan branch of the Russian State University 

of Justice named after V.M. Lebedev, Kazan, Russian Federation
ABSTRACT

Relevance In the context of a nationally oriented economy, the formation of innovative potential for regional economic 
development based on the industrial determinant of the budget-forming oil and gas industry is the most important driver 
of structural and technological shifts, modernization of modern industrial production and “energy transition 4.0” taking into 
account the challenges of the latest geopolitical reality. The economic production efficiency of an oil and gas region has a high 
impact on the functioning of the national economic system due to a number of large taxes transferred to the federal budget. 
At the same time, the profitability of the regional petrochemical complex is dependent on international commodity and stock 
markets. Income taxes on profit, personal income and property of the oil and gas industry, as well as its servicing sectors of the 
economy, contribute significantly to the formation of regional budgets, meanwhile, sustainability and energy security of the 
economy of oil and gas regions to overcome external shocks can be supported by innovative interregional and intersectoral 
industrial clusters with “anchor” enterprises for hydrocarbon extraction and processing. The objective of the study is to assess 
the formation problems and disclose the innovative potential of the regional oil and gas industry as a set of scientific and 
technological achievements and investment climate of the oil and gas region in the conditions of transformation of the global 
energy balance, technological and financial independence, sanctions restrictions on oil and gas exports. The result of the 
study is the development of an equilibrium cyclic model of the system of priority conditions and optimal results of formation 
and disclosure of the innovation potential of regional development under the influence of the industrial determinant of the 
budget-forming oil and gas industry and aimed at maintaining the economic resilience of the region.
Keywords: industrial economy; oil and gas region; regional economy; innovation activity; petrochemical complex; high-
tech development; energy sovereignty

For citation: Beilin I.L. Development of regional innovation potential under the influence of the oil and gas industry. The 
World of the New Economy 2025;19(2):33-49. DOI: 10.26794/2220-6469-2025-19-2-33-49

 CC    BY 4.0©

© Beilin I.L., 2025

REGIONAL ECONOMY



34

The World of New Economy • Vol. 19, No. 2’2025 WNE.FA.RU

INTRODUCTION
Systemic transformations in the Russian fuel and 
energy complex have potential to develop in con-
ditions of growing innovation activity of the in-
dustry. The transformations are aimed at solving 
the problem of demonopolisation and develop-
ment of an inclusive competitive environment, 
as well as liberalisation of economic processes 
and institutional and structural remodeling in 
order to eliminate economic dependence in rent 
and raw materials. The implementation of oil 
and gas innovative industrial potential in regions 
can contribute to such significant results in the 
regional industrial development, as the following:

• certain definiteness of economic condi-
tions for the entire time period of development 
of natural resources, enabling to intensify oil 
production in the long-run extraction fields and 
exploitation of its satellites;

• increasing the depth of oil extraction up to 
99 per cent, the yield of light oil products up to 
89 per cent, and the utilisation rate of processed 
petroleum gas up to 95 per cent;

• stimulating investment potential of in-
dustrial sector of gas and oil regions in view of 
achieving a compromise between a high capital 
intensity of the oil and gas industry and com-
fortable payback periods for oil and gas projects;

• developing new technological models in 
view of taking into account the forthcoming 
probability of a long-term, sustainable reduction 
in global hydrocarbon consumption.1

The author has accomplished the following 
research work:

• theoretical analysis of the potential for re-
gional economic development influenced by in-
novations in high-tech industries and services in 
the oil and gas chemical complex taking into ac-
count the problems of producing and processing 
high viscosity, hard-to-recover oil, as well as the 
management of innovative industrial activities 
in clusters, and the environmental agenda;

1 URL: https://www.mnr.gov.ru/docs/gosudarstvennye_doklady/
gosudarstvennyy_doklad_o_sostoyani_i_ispolzovani_mineralno_
syrevykh_resursov_rossiyskoy_federatsii/

• theoretical analysis of problems related to 
spatial location of innovative industries, in view 
of global trends of decarbonisation and circular 
economy, digital modernisation in the manufac-
turing industry and the institutional framework 
of innovation-resource industrially developed 
oil and gas regions, in the context of changing 
technological and global economic patterns;

• regression analysis and forecasting of 
dynamics of production volume, work and 
services of oil and gas regions in accord-
ance with economic activity type, such as  

“Mining and quarrying” and “Manufacturing 
industries”, analysis of the structure of the 
shipped products and the volume of services 
rendered by regional oil and gas chemical com-
plexes, as well as profitability of assets and prod-
ucts of industrial enterprises in oil and gas re-
gions;

• analysis of level of innovation activity, po-
tential of companies that have implemented 
technological innovations compared to the total 
number of surveyed enterprises in the oil and 
gas regions, as well as the ratio of costs and ex-
penses on their innovation activities to the vol-
ume of innovative products, works and services, 
expressed as a percentage of the total volume.

THEORETICAL REVIEW
The main sources of regional budget revenues, 
which ensure regional economic development 
(involving the social sphere, infrastructure, 
science and innovations), become taxes on or-
ganisational profits and property, as well as 
the individual income taxes.2 Oil and gas com-
panies are among the most profitable entities, 
sometimes they are regarded budget-forming 
companies and some of their employees earn 
the highest salaries. This fact determines the 
paramount significance of developing the in-
novation potential of the oil and gas industries 
and their interrelated regional supply chains, 

2 Regions of Russia. Socio-economic indicators. 2023: Statistical 
compendium. Moscow: Rosstat; 2024. 1126 p.
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which is also affected with challenges aggra-
vated by the technological embargo and the 
transformation of the global energy balance.

In view of  such issues, the priority 
institutional drivers of regional economic 
dynamics in production and processing 
territories of high-viscosity and hard-to-recover 
hydrocarbon raw materials could become a 
programme indicative management, which 
takes into account the operational specific 
features of the changing resource base and 
innovative investments in the oil and gas 
industry [1, 2]. Innovative approaches and 
resource-based strategies for the evolution of 
regional industry become effective solutions 
to overcome existing and projected challenges 
to the economy of the oil and gas region. It is 
quite realistic, taking into account the modern 
trends in the transition to noonomics and 
technological sovereignty, in order to achieve 
the fundamental principles and criteria of the 
long-term sustainable development of raw 
material regions [3–5].

Revealing the innovative potential of 
regional economic development under the 
influence of a determinant of budget-forming 
oil and gas industry requires the intensification 
of digital transformation processes. For this 
matter, it is required to take into account the 
material and technical bases of industrially 
developed regions, the impact of foreign 
policy on the structure and dynamics of the 
Russian fuel and energy complex, as well as 
the capability of adaptation of industry to new 
technological and global economic patterns 
[6–8]. An economy operating in sanctions 
requires a specific feature: innovative industrial 
development of the oil and gas region involving 
a systematic effort to analyse transformations 
in financial and socio-economic field, as well 
as enhancement of mechanisms for attracting 
investment capital to modernise the structure 
and technology of economic activity. In order to 
achieve this, among all measures, introducing 
cluster-type innovation activities should be 

taken in industry at regional, interregional, 
sectoral, and inter-sectoral levels. [9–11]

Oil and gas regions display the dominant 
presence in the sectoral structure of gross 
value added for the economic activity, such as 
“Mining and quarrying” (including the section 
“Manufacturing industries”). This reduces 
the significance of other types of economic 
activity, which determines the main directions 
of technological inversion of resource-intensive 
industry prior to energy transition 4.0 [12–14]. 
Highly profitable oil and gas extraction, as well 
as processing activities can become an effective 
means to unfold the innovation potential by 
introducing a proper norm to make the region’s 
industrial complex eco-friendly, using agent-
oriented approaches to management in order 
to solve problems of regional economic security, 
as well as to create a sustainable innovation 
and investment climate [15–17].

Regional innovation systems, which operate 
with their own mineral and raw material 
resources, determine the territorial conditions 
for locating production forces based on the 
fundamental strategies of budget-forming 
industries, in the context of the paradigms of 
the new Russian industrialisation generated by 
the evolving structure of international trade 
turnover of innovative goods and technological 
innovations [18–20]. Global carbon neutrality 
requires developing methods to increase the 
profitability of “green” investment capital 
and, at the same time, to reduce material 
and energy intensity of regional industrial 
complexes. It also requires the adaptation 
of entire national economic systems to the 
most current geopolitical conditions, which 
make a strong impact on the economies of oil 
and gas regions particularly sensitive to the 
consequences of oil embargoes, technological 
deficits and financial deficiency [21–23].

Digital transformation makes an important 
component of productivity growth and 
interconnection between extractive and 
manufacturing industries in oil and gas regions. 
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Table 1
Oil and gas activity coefficient of the region

Region

SSGVAa, %
ONGEd, 

% MCPPRPPe, % ROGACf =
(А*С + В*Д)* 

10-3

Relative 
indicator  
of ROGAC

MQb, % PIc, %

А В С Д

1 2 3 4 5 6 7

Volga Federal District 17.4 22.4 86.9 19.5 1.95 0.47

Republic of Bashkortostan 4.3 30.3 54.1 41.7 1.50 0.36

Republic of Mari El 0.2 24.9 - 2.1 0.05 0.00

Republic of Mordovia 0 28.6 - 2.1 0.06 0.00

Republic of Tatarstan 29.6 18.9 90.7 36.4 3.37 0.82

Udmurt Republic 29.6 17 90.4 2 2.71 0.66

Chuvash Republic 0 24.2 0 2.3 0.06 0.00

Perm Krai 26.5 26.8 92.6 9.7 2.71 0.66

Kirov Oblast 0.2 33.6 - 3.1 0.10 0.01

Nizhny Novgorod Oblast 0.1 26.5 - 7 0.19 0.04

Orenburg Oblast 44.5 11.3 85.7 24.4 409 1.00

Penza Oblast 0.4 18.7 - 2 0.04 0.00

Samara Oblast 20.6 21.5 92.9 9 2.11 0.51

Saratov Oblast 4.4 20.7 88 5.1 0.49 0.11

Ulyanovsk Oblast 3.2 23.6 88 9.8 0.51 0.12

Source: сompiled by the author.

Note:  a Sectoral structure of gross value added; b Mining and quarrying; с Processing industry; d Oil and gas extraction in the structure of 
shipped products (works, services) by type of economic activity “Mining and quarrying”; e Manufacture of coke and petroleum products, rubber 
and plastic products in the structure of shipped products (works, services) by type of economic activity “Manufacturing“; f Regional oil and gas 
activity coefficient.
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This can invigorate achieving economic resilience 
on the basis of the development of regional 
adaptive mechanisms of resistance to economic 
shocks, in addition to the resilience mechanisms 
of economic systems, which reinforce permanent 
preparedness against imminent crises [24, 25]. 
The systemic efficiency of such mechanisms 
can contribute to the growth of endogenous 
regional economy, which involves a targeting 
impact on the process of organisation of the 
spatial structure of the national economy. It also 
determines projected trends in the innovative 
modernisation of the oil and gas industry 
by means of macroeconomic balances in the 
context of the evolving structure and dynamics 
of international demand for extraction of fossil 
fuels [26, 27].

METHODOLOGICAL APPROACHES
The principal formalised criterion for properly 
classifying entities in oil and gas regions is 
the “Regional Oil and Gas Activity Coefficient” 
(ROGAC), which has been developed by the 
author earlier. ROGAC includes two compo-
nents: 1) percentage share of oil and natural 
gas production compared to the volume of 
shipped products (works and services) in the 
economic activity sector “Mining and quar-
rying”, 2) percentage share of production of 
coke, oil products, rubber and plastic products 
compared to the volume of shipped products 
(works and services) in the economic activity 
sector “Manufacturing industries”.

C o n s e q u e n t l y ,  i f  t h e  d e t e r m i n a -
tion of  the coeff ic ient  is  more than 1  
(one), the region is classified as an oil and gas 
region. The higher its absolute value, the great-
er the dependence of the region’s budget system 
on the oil and gas industry. The Volga Federal 
District takes the second place in the country 
in terms of production and the leading position 
in terms of the physical and advanced refining 
chemical processing of oil and gas resources. 
The Orenburg Oblast has the highest oil and 
gas activities coefficient in the region (4.09), 

followed by the Republic of Tatarstan (3.37). 
The Perm Krai with the Udmurt Republic follow 
them, each with a coefficient of 2.71. The Sa-
mara Oblast and the Republic of Bashkortostan 
close the list with their coefficients amounting 
to 2.11 and 1.50 respectively (see Table 1).

Considering the data reflected in Table 
1, the coefficient of oil and gas activities is 
significantly less than 1 in the other subjects 
of the federal district under consideration, 
ranging from 0.51 and 0.49 in the Ulyanovsk 
and Saratov regions respectively, to 0.04 and 
0.06 in the Penza region, the Republic of Mari 
El, the Republic of Mordovia, and the Chuvash 
Republic respectively.

The abovementioned coefficient developed 
by the author of the article has become a 
quantitative tool for a selective regional 
economic policy. If its absolute values projected 
into relative form, it provides additional 
indicators for analysing the impact of the 
industrial determinant of budget-forming oil 
and gas industry on the innovation potential 
of oil and gas regions.

Another effective methodological approach 
towards studying the innovation potential of 
regional economic development is to assess 
the dynamics and the forecast of the volume 
of production, work and services in oil and gas 
regions by type of economic activity. Such types 
include “Mining and quarrying”, “Manufacturing 
industries”, the structure of the volume of 
products and services shipped by regional oil 
and gas chemical complexes, as well as the 
profitability of assets and products sold by 
industrial companies in the region. The choice 
of methods between the paired regression and 
the single-factor dispersion analysis is justified 
by the structure and quantity of the information 
available for the study, the temporary nature 
of the data series, the preliminary non-
obviousness of the null hypothesis, as well as 
compliance of the methods with the set goal. 
All of this is determined by an entire complex 
modern scientific research through econometric 
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modelling of the spatial effects of innovation-
industrial growth of the region’s economy. 
The objectivity and scientific significance 
of the methodology is determined through 
correlation of the obtained data with the 
relative coefficient of oil and gas activity in 
the region, as well as with innovation activity, 
the business level of enterprises, which have 
introduced technological innovations, and the 
volume of expenditure on innovation activity 
and innovative products in oil and gas regions.

RESEARCH FINDINGS  
AND THEIR DISCUSSION

The volume of production, activities and ser-
vices of oil and gas regions (OGRs) significant-
ly exceeds the average value of this indicator 
throughout all subjects in the Volga Federal 
District (VFD), not only in the economic activ-
ity type of “Mining and quarrying”, but also in 
manufacturing industries. This illustrates a 
stable trend towards a further growth in both 

absolute and relative terms compared to regions 
of no oil and gas industry.

Evidently, the reason is not only the impact 
of the highly profitable oil and gas industry on 
the situation of the domestic economy, which 
is clearly noticeable in the most resource-
dependent regions, such as the Orenburg 
Oblast (OO) and the Udmurt Republic (UR). 
It is also determined by the processes of re-
industrialisation aimed to achieve sustainable 
energy perspectives in the future, which can be 
significantly supported by oil and gas revenues 
in federal and regional budgets, as well as by 
oil and gas companies.

Consequently, despite very different 
structures of their industry, the Republic of 
Bashkortostan (RB), Samara Oblast (SO) and 
Perm Krai (PK) display similar dynamics and 
forecast of their volume of production, works 
and services in the type of economic activity 

“Manufacturing industries”. The unchallenged 
leadership of the Republic of Tatarstan (RT) 

Fig. 1. Dynamics and forecast of the volume of production, works and services of oil and gas 
regions of the Volga Federal District by the type of economic activity “Mining” (billion Roubles)

Source:  compiled by the author.
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Fig. 2. Dynamics and forecast of the volume of production, works and services  
of oil and gas regions of the Volga Federal District by the type of economic activity 

“Manufacturing” (billion Roubles)
Source: compiled by the author.
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in the considered indicator of the activity 
“Mining and quarrying” is even more impressive 
indicated in the manufacturing industry, which, 
among other reasons, can be attributed to the 
innovative production policy coordinated with 
regional administration (Fig. 1, 2).

Transformation of pairwise regression 
equations  from polynomial  into  their 
logarithmic form leads to the following system 
of equations for the model of economic activity 

“Manufacturing”:

( ) OGR in VFD 201 776ln 2 06,= − +Y x E

( ) Average in VFD 127 046ln 9661 79.= −Y x

The research work has indicated that the lowest 
coefficient value of the oil and gas activity in 
the Republic of Bashkortostan correlates both 
with the smallest ratio of oil production in the 
industrial structure of the region and with the 

lowest profitability of sold products in three of 
the four integral components of the industrial 
sectors. The region with the highest value of 
this coefficient is the Orenburg Oblast, which in 
turn has an average value of asset and product 
profitability. However, their maximum values of 
asset and product profitability are observed in 
the Republic of Tatarstan and the Perm Krai for 
two main types of industrial economic activity: 

“Mining and quarrying” and “Manufacturing 
industries“. This can be attributed to the above-
the-average level of the coefficient of oil and 
gas production activity in these regions, as well 
as to other internal economic and innovation-
investment factors. Such factors turned out 
predominant in the Samara Oblast and in the 
Udmurt Republic, which have an average or below-
the-average level of the studied profitability, 
respectively, however, both reached a significant 
share of shipped products from the extractive 
industries (see Fig. 3 and Tables 2 and 3).
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Fig. 3. Structure of the volume of products shipped and services provided by the regional oil 
and gas chemical complexes in 2022, in % of the total volume

Source: compiled by the author.
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Table 2
Return on assets of industrial organisations in the oil  

and gas regions of the Volga Federal District in 2022, in % of the total volume of assets

Region Mining
and quarrying

Manufacturing
industries

Provision of electricity, gas 
and steam; air conditioning

VDF 13.5 11 6.5

RB 7.2 13.2 7.3

RT 24.1 11.2 8.1

UR 5.4 5.2 5.8

PK 19.4 15.5 7.3

OO 7.1 10.9 6

SO 9.6 7.8 6.1

Average of OGR in VFD 12.1 10.6 6.8

Source: compiled by the author.
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Table 3
Profitability of sold goods, products (works, services) of industrial organizations of oil and gas 

regions of the Volga Federal District in 2022, % of the total volume

Region Mining
and quarrying

Manufacturing
industries

Provision of electricity, gas 
and steam; air conditioning

VDF 18.8 18 6.5

RB 12.3 9.5 8.4

RT 30.8 19.8 7.8

UR 8.9 10.7 2,7

PK 16.3 49 3.1

OO 12.6 20.1 33.1

SO 11.6 17.1 4.4

Average of OGR in VFD 15.4 21.0 9.9

Source: compiled by the author.

I.L. Beilin

Regional scientific and technological 
development predominantly reflects the 
level of innovation activity and the scale of 
enterprises that have implemented technological 
innovations. As to the dynamics of these 
indicators in oil and gas regions and in the 
non-oil and gas regions, they are practically of 
the same level. This circumstance reveals the 
issue of identifying the innovative potential 
of regional economic development under the 
influence of the determinant of budget-forming 
oil and gas industry, which can be influenced by 
various factors. Among the cost-related factors 
could be expenditure on R&D, generation or 
use of intellectual property, as to analytical 

factors, such as the study of the life cycle of 
innovative products or technologies, or among 
structural factors, such as the transformation 
of organisational structures for innovative 
purposes. At the same time, the exponential 
growth of both indicators in the Republic of 
Tatarstan, as well as the stable non-increasing 
curve demonstrating that the given region lags 
significantly behind other oil and gas regions 
in the Orenburg area, brings down the author 
to conclusion, that the optimal relative value 
of the regional oil and gas activity coefficient is 
nearly 0.8. Notably, if this coefficient increases, 
the region’s innovation potential considerably 
reduces (see Figures 4 and 5).
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Fig. 4. The level of innovation activity of the organizations  
in the oil and gas regions of the Volga Federal District

Source: compiled by the author.
Note: From 2019 onwards, statistical information on the indicator was provided in accordance with the updated methodology (The Rosstat 
Decree No. 818 of December 27, 2019).

Fig. 5. The share of organizations that implemented technological innovations  
in the total number of surveyed organizations in the oil and gas regions of the Volga Federal District
Source: compiled by the author.
Note: From 2019 onwards, statistical information on the indicator was provided in accordance with the updated methodology (The Rosstat Decree 
No. 788 of December 20, 2019 with amendments No, 813 of December 18, 2020).
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Fig. 6. Expenditure on innovation activities of organisations in the oil and gas regions  
of the Volga Federal District, % of the total volume of goods shipped, works performed  

and services rendered
Source: compiled by the author.
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Transformation of pairwise regression 
equations from polynomial form into their 
logarithmic form leads to the following system of 
equations for the model of the level of innovation 
activity of regional enterprises:

Transformation of the paired regression 
equations  from polynomial  into  their 
logarithmic form leads to the following system 
of equations for the model of the share of 
enterprises that implemented technological 
innovations in the total number of surveyed 
enterprises:

( ) OGR VFD 2857.8ln 21 726,= −Y x

( ) average in  VFD 3537.6 ln 26 900.= −Y x

Consequently, the average cost of innovation 
activities for enterprises in the oil and gas regions 
of the Volga Federal District was lower than the 
average for all regions. This is determined by 

the expenditure levels significantly below the 
standard in the Republic of Bashkortostan, the 
Orenburg Oblast and the Udmurt Republic, which 
respectively have the lowest, highest and average 
oil and gas activity coefficients in the region. The 
structure of costs and expenses on innovation 
activities by enterprises in oil and gas regions 
showed a close mutual dependence on the volume 
of their innovative goods, works and services. 
In both cases, the Republic of Tatarstan has 
become in a predominant position, meanwhile 
the three above mentioned regions lagged behind, 
which could lead to an institutional trap in the 
conditions of a technological embargo (see 
Figures 6 and 7).

The transformation of pairwise regression 
equations from polynomial form into their 
logarithmic form leads to the following system 
of equations for the model of the volume of 
innovative goods, works and services of regional 
enterprises:



44

The World of New Economy • Vol. 19, No. 2’2025 WNE.FA.RU

REGIONAL ECONOMY

Fig. 7.  Volume of innovative goods, works, services of organizations of oil and gas regions 
of the Volga Federal District, % of the total volume of goods shipped, works performed and 

services rendered
Source: compiled by the author.
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( ) average in VFD 85.32ln 660,29.= − −Y x

Nationally oriented economic policy can 
include a wide range of conditions and factors, 
which can make an impact on the formation of 
the innovative potential of regional economic 
development, under the influence of the budget-
forming oil and gas industry determinant. Probably, 
among the first of them become the principles 
of balancing technological and reproductive 
innovation investments aimed to increase 
refunding of regional capital stock. To achieve 
these principles, enterprises should elaborate their 
strategies of innovation for commercialisation 
focused on transitioning to new technological 
models, and cost-effectively influencing the 

structure of innovation capital on the regional 
property complex, in view of the problems of 
scientific and technological development, as 
well as the institutional entrapments of the 
highly profitable oil and gas chemical complex. 
Advancing in these designed areas in the context 
of transformation of the global energy balance 
is possible only by means of development of 
mechanisms for simple and expanded innovative 
reproduction of fixed assets in the oil and gas 
sector. The basic contribution is the methodology 
of indicative programme management of 
regional economic system of cyclicality in view 
of the optimisation and strategic planning of 
interregional and foreign trade turnover, based 
in their turn on the fundamentals of interaction 
between industrial and trade policy (Fig. 8).

The formation and disclosure of the innovative 
potential of regional economic development, 



45

The World of New Economy • Vol. 19, No. 2’2025 WNE.FA.RU

Fig. 8. Equilibrium cyclic model of the system of priority conditions and optimal results to 
determine and disclose the innovative potential of regional economic development under the 

influence of the industrial determinant of the budget-forming oil and gas industry
Source: compiled by the author.
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influenced by the budget-forming oil and gas 
industry, can attract additional investments for 
reproducing fixed assets and achieving economic 
and technological independence within the industry.

Besides, within the framework of the problem 
under consideration, innovation process of 
inclusive institutional transformations is essential, 
which is developing in primary and aggregated 

industrial structures, as well as a liable tariff policy 
for restructuring regional oil and gas industry 
in the context of external shocks to the fuel and 
energy complex.

Due to uncertainty in the global demand for 
fossil fuels, as well as in the consumption of 
raw materials and energy, the industries require 
profitability forecasting of assets and products in 
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the oil and gas complex developed on the basis of 
fuzzy set theory methods. This method appears 
to be an important factor in diversification of 
investment strategies and innovative products 
for regional energy security.

Under the influence of the industrial 
determinant of the budget-forming oil and gas 
industry, the equilibrium of the developed cyclical 
model of the system of priority conditions and 
optimal results contributes to determine (by the 
balance and pairing of the included indicators) 
the formation and disclosure of the innovation 
potential of regional economic development. The 
cyclicality character of the model is substantiated 
by the necessity that combined technological 
and reproductive innovation investments are 
essential for the growth of refunding of capital 
stock in the region, through advanced innovation 
commercialisation strategies and new industrial 
models. They also become a direct condition 
for optimising interregional and foreign trade 
turnover, as well as the interaction mechanisms 
between industrial and trade policy.

CONCLUSIONS
The obtained results of the given research 
work take into account the specific feature of 
oil and gas region management, which is sub-
stantiated by:

• the presence of a budget-forming region-
al oil and gas complex, which requires the en-
couragement of regional programmes;

• high volatility of oil quotations and, sub-
sequently, depending on it gas quotations 
on world commodity markets, which leads to 
uncertainty regarding oil and gas revenues in 
the regional budget.

In the context of the Russian economy, the 
major problems of management of oil and gas 
regions can be summarised as follows:

• additional diversification tasks of the re-
gional budget’s oil and gas revenues;

• ecological issues: contamination of the at-
mosphere and agricultural land, as well as the 
problem of the coherent use of associated pe-
troleum gas.

Theoretical significance of the given research 
work is substantiated by its focus on tackling 
a neo-institutional scientific approach to the 
economic mechanisms of an innovative industrial 
development model, taking in consideration of 
market competitive advantages and the issues 
related to the concept of the so-called “oil curse” 
in highly profitable oil and gas industries and 
their related regional economic sectors.

In practice, the results obtained in the given 
article are applicable for the industries involved 
in activities related to natural resources, as well 
as in areas of territorial concentration of high-
tech industries and knowledge-intensive services 
[28–32]. This leads to the subsequent research 
work into developing a comprehensive strategy 
for managing the economic development of oil 
and gas regions, based on the management of 
their financial and industrial systems, as well 
as the social and environmental responsibility 
mechanisms in oil and gas production and 
processing territories, taking into account the 
factors and consequences of using the regional 
industrial innovation potential model. Besides, 
the study of the problems of regional regulation 
during the transition to new business models 
in foreign trade is of current scientific interest 
as well. Specifically, due to a focus on the 
development of inter-sectoral approaches and 
horizontal industrial policies in the production 
of raw materials and industrial goods, as well as 
the import substitution of products with a high 
added value, resulting from the deep chemical 
processing of hydrocarbons.
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INTRODUCTION
Within the timeframe period between 2022 and 
2024, each sector of the Russian economy, from 
large businesses to small enterprises, not only 
demonstrated its resilience but also developed 
a variety of distinctive strategies of adaptation 
in response to a range of external shocks. The 
studies, which covered this issue, focus on im-
port substitution, changing in cooperation ties 
(shifting from Western partnership to other 
friendly countries), development of the military-
industrial complex, options for state support of 
companies, sectors and industries, and the grow-
ing innovation activity [1–4]. Special attention 
has been given to the process over the last two 
or three years related to the general restructur-
ing of the institutional environment for business 
development and changes in the system of state 
regulation [5, 6]. However, the researchers have 
not paid enough attention to the sensitivity of 
different sectors and the “margin of safety” to 
the abovementioned impacts, as well as differ-
ences in adjusting ability. Nevertheless, many ex-
amples point to significant changes in consumer 
demand, cooperative relations and investment 
activity [1, 3, 5]. Dynamic processes are evident 
in local markets and in the ecosystems of banks 
or digital platforms. Sanctions and other restric-
tions, as well as the increased inflation resulting 
from them, have made an impact on large, medi-
um-sized and small companies differently. The 
system of inter-relations between them is trans-
forming as well, likewise the nature and strength 
of the dominance of the larger entities over the 
smaller ones [7]. These contradictory processes 
indicate a change in the role and quantitative 
proportions of the small and medium-sized 
business sectors in the Russian economy. They 
remain scarcely studied to date.

Making no claim to try a comprehensive analy-
sis of this issue, the authors of this article have 
defined the objective to identify new features of 
sector dynamics for small and medium-sized busi-
ness entities as a result of the shocks of the year 
2022, to evaluate their significance, and to offer 

an interpretation of the evolving characteristics 
from the perspective of the theory of economic 
dominance in a multilevel economy [8]. Thus, the 
following research objectives were designed to 
achieve:

1. To confirm the emergence of new, sustainable 
quantitative trends and qualitative transforma-
tions in the sector of small and medium-sized 
enterprises over the last three years, and to dem-
onstrate their high significance for the Russian 
economy as a whole.

2. To justify interpreting such processes using 
the theory of economic dominance in a multilevel 
economy.

3. To identify approaches to researching, fore-
casting and regulating in the sector of small and 
medium-sized business entities, taking into ac-
count the identified trends.

When setting goals and objectives, the authors 
of the article assumed that the external shocks of 
2022 generated strong impulses for both a distin-
guishable structural adjustment of the sector, as 
well as an acceleration of its positive dynamics. 
At the same time, significant changes could have 
influenced the following: the size of companies 
related to their belonging to the small, medium-
sized, or micro-enterprise sectors, their links with 
big business in terms of ownership and main cus-
tomers, as well as their affiliation to different in-
dustries.

Academic literature has paid scarce attention 
to the dominance of small and medium-sized en-
terprises over larger structures (such as corpora-
tions, infrastructure and information companies, 
banks and municipal or transport system com-
panies). However, it may become quite important 
for analyses of adaptation processes, since the 
2022 shocks themselves has brought institutional 
transformations, so that responses to them from 
the business activities seem to be significant from 
an institutional point of view as well.

LITERATURE SURVEY
Traditionally, the issue of the sector of small and 
medium-sized enterprises has attracted a great 

A.A. Blokhin, K.V. Glukhov



52

The World of New Economy • Vol. 19, No. 2’2025 WNE.FA.RU

deal of Russian and foreign researchers since it 
comprises entities that play a considerable crea-
tive role in GDP and fill market niches that are, 
so-to-say, “insignificant” to larger businesses, 
such as the invention development, the estab-
lishment of start-ups and the creation of new 
jobs [9–11].

In essence, description of this sector comprises 
companies that perform vital economic func-
tions but require state support. Thus, V. A. Bar-
inova and S. P. Zemtsov, among others, point out 
the importance of a comprehensive approach 
to improving the investment climate aimed to 
enhance entrepreneurial activities and remove 
various hindrances to the growth of the sector, in 
which the state should play a role of paramount 
importance [12, 13]. There are also some research 
works which describe the dynamics and logic of 
development of small and medium-sized entities 
in the traditional way, independently from the 
2022 shocks, including some of which that have 
already become classics [14–17].

However, it is worth pointing out, that mainly 
the largest domestic businesses were affected 
by the sanctions of the recent years, including 
restrictions on capital flows, the withdrawal of 
Western companies and the voluntary or forced 
transfer of the management of businesses with 
foreign participation to Russian companies or sole 
proprietors. In view of this, the sector of small and 
medium-sized entities gained some advantages 
after 2022 as it began to fill in the vacated niches. 
However, high inflationary pressure offset these 
advantages over time. Besides, the external shocks 
described above formed a notable interest among 
large companies in establishing new cooperation 
within the state and with partners from currently 
friendly countries.

After the year of 2022, scholarly publications 
presented numerous research works, focusing 
on macroeconomic [1, 4, 18] or sectoral analyses 
[2, 19, 20]. Many works display specific aspects of 
adjustments, such as import substitution or the 
innovative activities of companies, including small 
and medium-sized entities [1, 3, 21–23]. However, 

in the recent years, the issue of the latter entities’ 
adaptation to external shocks has not yet received 
adequate coverage.

The theory of economic dominance describes 
the small and medium-sized entities as a single 
sector logically embedded in the model of eco-
nomic development, which generates revenues for 
larger businesses and redistributing them in its 
favour in the form of institutional rent. According 
to this theory, it acquires the functional role of a 
gamma-business, subordinated in its economic 
activities to alpha- and beta-businesses [8].

However, this theory has so far paid more at-
tention to the larger-level and more influential 
companies. It does not precisely relate the small 
and medium-sized enterprises sector to the gam-
ma business sector, which may also include larger 
entities. Last year, the authors of this article made 
the first attempt to present this sector in the logic 
of dominance over it by larger companies [24].

The research work substantiated that the sec-
tor of small and medium-sized entities comprises 
dynamically developing economic segments, the 
revenues of which are redistributed in favour of 
larger or dominant structures. However, the au-
thors have not covered the issue of its adapta-
tion to external shocks. The present article aims 
precisely to explore this topic.

SOURCES OF INFORMATION, RESEARCH 
METHODOLOGY AND INTERPRETATION 

OF THE OBTAINED ESTIMATES
The objectives and hypotheses of the research 
determined the choice of sources and method-
ology. The authors used the SPARK-Interfax in-
formation database (hereafter referred to as the 

“SPARK database”).1 To an extent, this article is 
based on the previous one [24] and develops the 
provisions formulated in it. However, in terms 
of analyses of “post-shock” trends, it presents 
new material related to both the calculation re-
sults and the formulation of research objectives. 
A similar approach regarding the selection of a 

1 URL: https://spark-interfax.ru/
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sample of microenterprises to assess the impedi-
ments to their development was described in an-
other research work [25].

For this study, it is important to note, that the 
SPARK database allows building by such attrib-
utes as the company’s size or annual revenues, 
type of ownership (sole proprietor, foreign par-
ticipant, state or legal entity), fulfilment of orders 
and supplies on a permanent or irregular basis 
to large companies or public-law entities, and 
many other filters, as well as permitted activities 
in the industry (so-called, OKVED codes). This 
is significant because the activities of a small or 
medium-sized company dependent on a large 
business it is mainly determined by the structures 
that dominate it. Here, dominance is interpreted 
as an institutional advantage that allows some 
companies to redistribute part of the income in 
their favour [8], whereas the activity of a small or 
medium-sized company run by a sole proprietor 
depends on the situation in the market the com-
pany operates. While the reliability of the afore-
mentioned characteristics in the SPARK database 
is far from unquestionable, however, its quality 
appears adequate for initial express analysis.

The authors accomplished research objectives 
in the following logical sequence:

Step 1. Creation of a representative 2 sample of 
small and medium-sized companies

(hereafter referred to as the “base sample”) for 
prompt analysis, enabling to diagnose the changes 
in different areas of the sector, primarily in terms 
of industry and organisational-institutional factors.

981 small and medium-sized companies were 
selected in the SPARK database for 2023 with their 
information on revenue dynamics for 2019–2022. 
All data were “cleaned” of inflation by dividing by 
the growth rate of the consumer price index and 
adjusting to 2019 indications. Subsequently, each 
of the remaining companies in the sample list was 
manually checked for the presence of one of the 
following attributes:

2 The confidence interval for the sample is 95 per cent, with 10 per 
cent for probability of error.

• owned by a legal entity with 50–100 per 
cent participation in the registered capital;

• controlled by a legal entity with a blocking 
stake of 25–50 per cent;

• owned by legal entities and sole proprie-
tors, none of whom owns a controlling or block-
ing stake;

• owned or controlled by a sole proprietor 
with a stake of more than 50 per cent or a block-
ing stake;

• working under a pledge of its fixed or cur-
rent assets;

• operating under contracts, including long-
term contracts, with large companies, including 
state-owned companies;

• working under a service contract through 
a marketplace for the distribution of goods and 
services;

• working only with small and medium-sized 
enterprises;

• controlling or working with companies with 
foreign capital participation;

• interacting with other companies predomi-
nantly through an offshore structure.

The SPARK system does not account for the 
self-employed, besides, the survey was not meth-
odology designed to identify small and medium-
sized entities operating within the ecosystems 
of banks or other large companies, or within 
networks (for example, through franchising 
agreements). Such a study of specific networks 
or ecosystems could be useful for complimenting 
in the future the methodology proposed in this 
article. The authors do not account for obvious 
reasons, despite being quite significant, some 
important attributes, such as involvement in the 
shadow economy. Neither the cases where busi-
ness owners are members of the management of 
large companies and actually run business in the 
sector of small and medium-sized enterprises. 
Probably, such situations refer to the attribute 

“working under contracts with large companies”, 
however, verifying these relationships proved to 
require much efforts and will be left for future 
research.
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In addition to the abovementioned institutional 
attributes, the companies in the sample list were cat-
egorised by industry with tags of permitted activity 
according to the Russian Classification of Economic 
Activities (OKVED). Attributes corresponding to a 
small number of companies in the sample list or a 
low volume of total revenue were not separately 
analysed. Instead, they entered the group of some 
more general categories. It is worth pointing out, 
that this group included companies with foreign 
participation or state-owned small or medium-
sized entities. In the context of sanctions and the 
withdrawal of Western businesses, these attributes 
are significant for large companies but insignificant 
for the sector of small or medium-sized enterprises.

Step 2: The basic sample had two subgroups of 
small and medium-sized companies:

• “stable” 767 entities which have been oper-
ating throughout the study period (from 2019 to 
2023);

• “newly established” 214 entities which ap-
peared in the basic sample at any time during 
the study period after the first year.

Each of the allocated subgroups required differ-
ent calculations. Thus, the comparison of “newly 

established” with “stable” (especially after 2022) 
indicates which of them provided the impetus of 
activation for the sector of small and medium-
sized entities (see Table 1).

It is worth noting, that the “newly established” 
segment includes around each fifth among small 
and medium-sized companies, which confirms 
the well-known fact about their rapid turnover 
in this sector. However, the “stable” segment 
accounts for around 80 per cent of entities and 
their revenue has grown significantly over the 
past four years, with the greatest increase reg-
istered in the last year. The two factors deter-
mined a rapid growth of the “newly established” 
segment: a boosting number of new companies 
and increased revenues. At the same time, the 
size of the “stable” and “newly established” seg-
ments was approximately the same in 2023, with 
average revenue per company in each of both 
sectors amounted to 399,7 and 404,7 million 
rubles, respectively. In other words, the increase 
in revenue of “newly established” companies is 
mainly due to an increase in their number and, 
to a lesser extent, due to “start-up acceleration” 
up to a normal level for them. Additionally, al-

Table 1
Population dynamics of ‘established’ and ‘stable’ companies in the sample

Type of the company / Year 2019 2020 2021 2022 2023

“Newly established”:

revenue volume (million Rubles
per year) 2510.4 8822.2 9772.9 23 944.4 88 600.7

growth rate to 2019. 1 3.514 3.892 9.538 35.293

“Stable”:

revenue volume (million Rubles
per year) 160 531 180 413.1 216 983.9 242 286.2 306 938.4

growth rate to 2019. 1 1.123 1.351 1.509 1.912

Source: compiled by the authors.
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most half of the fast-growing companies (with an 
average annual growth rate of more than 10 per 
cent) were identified in the “stable” sector, indi-
cating a high dynamic in the small and medium-
sized sector’s (in view that inflation is excluded). 
Overall, this activity highlights the significant 
and growing capacity of the companies in the 
small and medium-sized sector growth in the 
process of adaptation of the Russian economy 
to external shocks.

Step 3: Assessing the significance of the scale 
of the company.

The following sample allows us to determine 
which of the small and medium sector segments 
(medium-sized, small, or micro enterprises) were 
more exposed to changes over the last three years 
(Table 2). Their respective numbers are the fol-
lowing: 132, 397 and 471.

As Table 2 reveals, that the smaller the company, 
the faster its corresponding segment grows. Mi-

croenterprises have an overwhelming advantage 
related to of revenue growth, although the total 
volume of this segment in the sample lags behind 
the corresponding indicator of small enterprises, 
and even more so of medium-sized enterprises. 
In 2023, the growth for each segment accelerated 
if compared to 2022, but the growth for micro-
enterprises more than doubled. This may indi-
cate the fact, that the adaptation potential of the 
Russian economy is high and far from exhausted. 
Despite the high interest rates and limited credit 
availability, the sector of small and medium-sized 
enterprises has grown actively searching for new 
market niches and test development projects. The 
reinforcement of output in this sector leads to the 
subsequent takeover and scaling up of successful 
projects by larger businesses. Therefore, the mo-
mentum of its growth can be traced back within 
the respective segments. By now, this statement 
may sound only like a hypothesis. The subsequent 

Table 2
Dynamics of medium, small, and micro-sized companies within the baseline sample

 Year 
Small, 
medium-sized and
micro-sized entities

2019 2020 2021 2022 2023

Medium-sized

revenue volume (million Rubles per year) 75.359.7 91.558.9 116.105.2 125.657.5 150.048.8

growth rate to 2019 - 1.214 1.540 1.667 1.991

Small

revenue volume (million Rubles per year) 69.887.9 78.892.3 102.445 123.057.6 170.550

growth rate to 2019 - 1.128 1.465 1.760 2.440

Micro-sized companies

revenue volume (million Rubles per year) 13.410.3 19.520.3 48.756 109.108.1

growth rate to 2019 1 1.455 2.095 8.136

28.099

Source: compiled by the authors.
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research will have to be fulfilled later in view of 
the lags within the unfolding of this momentum.

Step 4. Grouping and comparing small and 
medium-sized enterprises in institutional study.

Since a number of institutional characteristics 
are represented insignificantly in the sample 
(Step 1), small and medium-sized companies are 
grouped in the following way:

Group 1: Companies that meet the needs of 
large businesses. They have the following com-
mon attributes, or categories: “Owned by a legal 
entity with a participation in authorised capital 
of between 50 and 100 per cent”; “Controlled 
by a legal entity with a blocking stake of be-
tween 25 and 50 per cent”; “Operating under 

contracts (including long-term contracts) with 
large companies, including state-owned com-
panies”; “Operating under a service contract 
through a marketplace for the distribution of 
goods and services”. This sample includes 385 
enterprises.

Group 2 includes companies oriented towards 
competitive markets. It combines the following 
attributes (categories): “Owned or controlled 
by a sole proprietor (more than 50% or with a 
blocking stake)”; “Owned by legal entities and 
sole proprietors, none of them owns a control-
ling or blocking stake”; “The entity interacts 
only with small and medium-sized enterprises”. 
This sample includes 488 entities.

EXPERT REPORT

Table 3
Dynamics of SME sector segments identified by institutional characteristics

Entities of the small and medium-
sized sector identified by institutional 
characteristics / year

2019 2020 2021 2022 2023

Group 1

revenue volume (million Rubles
per year) 72.439.65 87.709.16 117.284.00 137.79.80 187.459.49

growth rate to 2019 1 1.211 1.619 1.902 2.588

Group 2

revenue volume (million Rubles
per year) 51.177.28 60.396.97 79.682.81 98.999.98 175.198.69

growth rate to 2019 1 1.180 1.557 1.934 3.423

Group 3

revenue volume (million Rubles
per year) 31.988.87 36.629.78 44 235.50 49.900.66 57.580.11

growth rate to 2019 1 1.145 1.383 1.560 1.800

Group 4

revenue volume (million Rubles
per year) 3.052.07 5.235.50 5.446.83 10.772.55 9.468.57

growth rate to 2019 1 1.715 1.785 3.530 3.102

Source: compiled by the authors.
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Group 3: Companies depending on banks. This 
group unites companies with the attribute (cat-
egory): “Operates under the pledge of its fixed/
current assets”. This sample includes 93 compa-
nies in this group.

Group 4: Companies related to foreign capital. 
This group combines the following attributes 
(categories): “Controlled by or working with 
companies with foreign capital participation”, or 

“Interacts with other companies mainly through 
an offshore structure”. This sample includes 15 
companies s in this group.

A comparison of these groups is presented 
in Table 3.

As can be seen from Table 3, the most dynam-
ic development is made by Group 2, comprising 
companies that are less dependent on dominant 
market players, thus, operating in some more 
competitive markets. Group 3, which compris-
es companies that depend on banks, exhibits a 
more constrained dynamics: they are likely to be 
more heavily leveraged and face some problems 
with current financing and servicing their debts. 
The average revenue sizes of companies in these 
groups in 2023 are as follows: 486.9, 359.0, 619.1 
and 631.2 million Rubles per year. Group 2 has the 
lowest indicator. This suggests that companies es-
tablished by sole proprietors and those operating 
in open, competitive markets are more likely to 
be microenterprises than the companies in other 
groups are. They depend more on people’s initia-
tive, but they also face barriers related to their 
ability to scale successful development strategies. 
Group 4 is in the limited number of players, so it 
is difficult to make informed observations and 
conclusions about it. However, we have noted an 
unexpected increase in their revenue growth rates 
in 2022 and 2023, despite their tighter business 
relationships with the outside world recently. If 
this is not an accidental measurement error, it 
could be attributed to the expansion of external 
relations with partners from friendly countries. 
In any case, the issue requires further elaboration.

Step 5: Estimation of dynamics of the small 
and medium-sized entities’ sector by industry.

Only those types of activities selected for 
analysis in the sector have contained the data 
on these activities, which were considered as 

“representative” if they are based on data from 
at least 50 companies, or “expressive” if they are 
based on data from a smaller number of com-
panies. Their indicators are illustrated in Table 
4. However, for analyses of a wider sample, it is 
recommended to obtain a more complete list of 
activities.

As indicated by Table 4, there is considerable 
variation in dynamics across sectors. This may 
demonstrate the trends of structural shifts that 
have begun within the sector of small and me-
dium companies. These shifts are significant, 
since they are driven more by spontaneous eco-
nomic processes than political decisions. Com-
panies in the agriculture, manufacturing and 
construction sectors, as well as other real-sector 
companies, are growing and filling new niches 
to meet the consumer market requirements and 
the needs of large enterprises, which actually 
has accelerated significantly in 2023 compared 
to the year of 2022. It looks like the indications 
in the transport, storage and construction sec-
tors, as well as administrative activities, confirm 
activity in the construction of new logistics and 
cooperation links, including those of large and 
medium-sized businesses through the sector 
of small and medium-sized companies, which 
have grown significantly throughout the years of 
2022–2023 as well. Information and communica-
tion activities, as well as professional, scientific 
and technical activities, are not represented by 
a large number of enterprises with revenues of 
around 350 million Rubles per year. Nevertheless, 
the accelerated growth of this group confirms that 
innovation processes in the small and medium-
sized entities’ sector are developing rapidly, albeit 
from a low starting point.

CONCLUSIONS
Regarding the conclusions related to the es-
timation method and its findings, the authors 
point out the following aspects: in view of the 



58

The World of New Economy • Vol. 19, No. 2’2025 WNE.FA.RU

EXPERT REPORT

Table 4
Growth rates of SME companies by type of activity

Year
Small and medium-sized 
entities sorted by type of activity

2019 2020 2021 2022 2023

Agriculture. forestry. hunting. fishing and fish farming (41 companies)

Revenue volume (million Rubles per year) 8.334.7 9.831 11.640.3 13.170.3 15.884.9

Growth rate to 2019 1 1.179 1.396 1.580 1.905

Manufacturing (172 entities)

Revenue volume (million Rubles per year) 37.329 42.360.8 52.707 60.137.4 85.534.7

Growth rate to 2019 1 1.134 1.411 1.611 2.291

Construction (108 companies)

Revenue volume (million Rubles per year) 8.947.6 11. 284.4 15.048 21.715.4 37.647.3

Growth rate to 2019 1 1.261 1.681 2.426 4.207

Wholesale and retail trade. repair of motor vehicles and motorbikes (394 companies).

Revenue volume (million Rubles per year) 79.087 98.386 129.918.9 149.768.3 201.539.9

Growth rate to 2019 1 1.244 1.642 1.893 2.548

Transportation and storage (69 companies)

Revenue volume (million Rubles per year) 7.708.4 9.805.4 13.952.4 19.608.8 34.260.1

Growth rate to 2019 1 1.272 1.810 2.544 4.445

Information and communication activities (24 companies):

Revenue volume (million Rubles per year) 2.435.9 2.666 3.296.2 4.411.2 8.488.2

Growth rate to 2019 1 1.094 1.353 1.810 3.484

Professional. scientific and technical activities (50 companies):

Revenue volume (million Rubles per year) 5.165.9 6.580.4 6.898.4 11.445.9 17.105.9

Growth rate to 2019 1 1.273 1.335 2.215 3.311

Administrative activities and related additional services (27 companies)

Revenue volume (million Rubles per year) 735.3 749.3 1.151.4 3.039.7 5.142.9

Growth rate to 2019 1 1.019 1.565 4.133 6.994

Source: compiled by the authors.
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method’s imprecision, special attention can be 
paid to the most “bulging” outcome. Thus, hy-
potheses can be formed for more precise cal-
culations, for example, by expanding the sam-
ples where the rapid method provides “faint” 
indicators. Furthermore, the large number of 

“bulging” results for all aspects of the initial 
sample enables us to gain a comprehensive un-
derstanding of changes within the small and 
medium-sized entities’ sector and its active re-
sponse to shocks, as well as the significant role 
of the sector’s enterprises in shaping a new 
configuration of interactions with large busi-
nesses. Even with a rather crude analysis, it is 
possible to make conclusions about the meth-
od itself and the results of its implementation.

Firstly, the method’s productivity to highlight: 
even with a rapid analysis of the constructed 
sample of 981 companies, significant changes in 
the small and medium-sized company’s segment 
dynamics can be observed. Such analysis helps 
revealing quite a complex structural reorganiza-
tion of the sector in all aspects considered, such 
as sectoral and institutional aspects etc. The 
outpacing growth of micro-enterprises com-
pared to small and medium-sized enterprises, 
the faster dynamics of small and medium-sized 
companies involving sole proprietors, and the 
accelerated development of innovative and IT 
companies all indicate the sector’s advantage 
in developing new niches. When information for 
2024 and beyond becomes available, the research 
work should continue and we should expect the 
identified trends confirmed.

Secondly, the “natural” substantive interpreta-
tions of the identified changes proves the veracity 
of these analyses. A more thorough analysis could 
be carried out by means of a larger selection of 
samples. However, even the analysis proposed by 
the authors here, enables us to identify important 
areas for further in-depth and detailed studies of 
the small and medium-sized entities of the sec-
tor. In particular, the interaction between small 
and medium-sized entities with large companies 
requires closer examination.

Thirdly, the analysis reveals, that the sector 
of small and medium-sized entities indicates 
high flexibility and sensitivity to adaptation 
processes in the Russian economy, as well as 
the new structural shifts emerging “from below”, 
which may eventually spread to wider sectors 
of the economy. Most of these transformations 
happen at a noticeable rate of acceleration: the 
growth rates of certain segments in 2023 ex-
panded to more than twice than in 2022, which 
in its turn, were already high compared to 2021. 
The development potential of these sectors is 
quite high.

Fourthly, the theory of economic dominance 
in the multilevel Russian economy plays a sig-
nificant role in explaining and interpreting the 
identified estimates [8]. The processes of direct 
absorption of smaller companies by large ones, 
and the activity of intermediary companies 
(banks, information structures, digital platforms, 
etc.) in redistributing income from small to large 
entities, should become of considerable impor-
tance for further research work.

The fifth direction of this research work re-
veals that important processes in the sector of 
small and medium-sized entities, such as net-
work development, ecosystem formation and 
shadow relations, are still remain unexamined. 
These issues require different methods of analy-
sis and evaluation.

The sixth direction in this study indicates that 
the sector of small and medium-sized companies 
appear as a holistic, living object in a state of 
constant change, which requires from the state 
the policy of transformation management to 
achieve significant socio-economic development, 
instead of just rescuing weak, unsustainable 
structures.

Finally, the proposed approach can be em-
ployed for building scenarios that take into ac-
count not only the ongoing qualitative transfor-
mations based on the development trends of big 
business, consumer markets, social processes 
and state support, rather than the quantitative 
dynamics of indicators.

A.A. Blokhin, K.V. Glukhov
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ABSTRACT
Subject. Endowment funds worldwide generate a significant portion of financing for higher education institutions. 
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to economic growth. However, in order to achieve this, it is necessary to overcome existing problems, such as the 
following: instability of incoming cash flow; insufficient experience of intra-university structures in capital accumulation; 
restrictions imposed on the use of investment instruments, as well as volatility of the level of expenditure of cash flow.
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INTRODUCTION
Endowment funds are traditional more com-
monly in the field of higher education than in 
other economic sectors, which can be attributed 
to the presence of a well-developed and diver-
sified network of stakeholders willing to make 
charity donations for the sake of development of 
universities [1]. Sometimes graduates and major 
sponsors show interest in successful functioning 
and development of their ex-alma mater, so that 
this additionally motivates them to make dona-
tions [2].

Such institutions initially emerged in the USA 
and Great Britain aimed to use the endowment 
fund mechanisms in order to create an additional 
revenue streams to finance their own activities 
with universities. This has instituted a historical 
archetype: in the 1970s, endowment funds started 
to grow rapidly driven by the expansion of the 
developing financial markets. The evolution of 
endowment funds proceeded during three stages, 
each of them directly linked to the development of 
financial mechanisms and different instruments 
in various countries of the world.

At the initial stage, different capital foundations 
were established aimed to maintain the histori-
cal heritage without the use of a single national 
regulatory mechanism in some countries. The end 
of this stage can be attributed conditionally to 
the early 1970s. The second formalization stage 
involved the Anglo-Saxon model of endowment 
funds in the USA, Great Britain, Canada and Aus-
tralia. Their number was mushrooming, as fast as 
primary regulatory documents appeared and di-
versified entities started emerging, uniting smaller 
target funds. The third expansion stage manifested 
the growth of funds throughout the world in Asia, 
Arab countries and Eastern Europe with their own 
specific national systems to supervise the activities 
of their funds, as well as with gradual formation 
of legislative regulation and regional specifics of 
functioning. Thus, Asian, Arab and East European 
models of target capital funds appeared.

Until recently, American universities were 
considered to have the largest endowments 

in terms of target capital,1 however, by 2023 
Arab and Asian countries had taken the lead in 
this sphere. Endowment funds in Asia and the 
Middle East based on the Anglo-Saxon model 
of their activities have record volumes of en-
dowment capital. Nevertheless, they operate 
taking into consideration their regional or re-
ligious traditions established in their society, 
and therefore have specific features.

Currently, changing priorities for the de-
velopment of university education and new 
geopolitical challenges have prompted a reas-
sessment of fund management practices.

CAPITAL MANAGEMENT MODELS 
OF ENDOWMENT FUNDS

The choice of investment models directly de-
pends on the amount of the fund, the objec-
tives of the endowment and the time horizon 
of achievement of their goals, as well as on the 
volume of available resources and the level of 
professionalism of the university management 
[3]. As we examine the practical experience of 
funds’ investments by university endowment 
funds, we can conditionally differentiate six of 
the most common prevalent models depend-
ing on the ratio of profitability and risks:

• The Yale Model and Stanford Model used 
by funds seeking to gain the maximum profit-
ability despite higher risks;

• The Harvard Model and Canadian Model 
based on ensuring a balance between the level 
of profitability and risk, which are therefore 
focused on diversification of assets in the 
portfolio and on active management;

• conservative Endowment Model and an-
other model based on the principles of Mod-
ern Portfolio Theory, both of which are used 
by the most conservative funds with rela-
tively small volume of target capital and lim-
ited availability of alternative financial assets  
(Table 1).

1 URL: https://www.forbes.ru/education/519546-universitetskie-
endaumenty-rassiraut-geografiu
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Each of the analyzed models has its own spe-
cifics that requires detailed consideration. The 
Yale model is a strategy for managing large funds, 
focused on high returns, as a result, of broad asset 
diversification and the use of alternative invest-
ment instruments. Developed by David Swensen, 
Head of Yale’s Investment Office, the strategy is 
one of the most successful endowment manage-
ment models [4].

The main idea of   the model is to create a bal-
anced portfolio by maximizing long-term returns 
at a given risk level (the risk limit is usually de-
termined through broad diversification into alter-
native assets 2). The portfolio based on the given 
model is built by means of distributing invest-
ments in traditional assets (stocks, bonds) and al-
ternative investments (real estate, venture capital, 
hedge funds, etc.). For example, the structure of 
Yale University’s endowment portfolio involves al-
location of up to 75 per cent of endowment funds 
in alternative assets [5]: hedge funds, venture 
capital (investments in start-ups), real estate, and 
private equity funding (Fig. 1).

Such asset allocation allows the endowment 
to receive high efficiency returns even during 

2 Alternative Assets are asset classes that fall outside the 
traditional investment classes (such as stocks, bonds, and cash). 
They have unique characteristics and have a low correlation with 
traditional assets

unstable economic circumstances. This model 
is focused on a horizon of over 10 years and al-
lows investing in assets with high volatility and 
potential return significantly ahead of the mar-
ket indicator in the long-term perspective. The 
portfolio value obtains low dependence on the 
quotes of traditional assets, which protects the 
endowment capitalization from market recessions.

Besides, professional managers shepherd the 
portfolio based on their strong experience of ad-
ministering investments operations, always pre-
pared to implement innovative strategies aimed 
to “outmaneuver” the market. Despite the high-
level risks, they apply systematic approach, which 
assumes, firstly, broad diversification by asset 
classes, regions and investment strategies, and 
secondly, limiting the liquidity risk by covering 
short-term debts.

Practically, the Yale investment model has 
demonstrated its reliable performance, producing 
a high average annual return of nearly 12 per cent 
[6]. It is regarded as the benchmark for managing 
operations with large target capital. However, it 
requires a highly professional approach and ex-
cessive costs for administering the investment 
portfolio due to the complexity of the strategy.

The Harvard model, has also demonstrated 
established efficacy in terms of the risk-return 

Table 1
Comparative analysis of investment models of university endowment funds

Model 10-year average 
retrospective return Risk level Fund size Management 

approach

Yale Model High (~12%) High Large funds External

Stanford Model High (~10%) High Innovative large 
funds External

Harvard Model Medium (~8%) Medium Medium/large funds Hybrid: external/
internal

Canadian Model Medium (~8%) Medium Medium/large funds Internal

Endowment Model Low (~5–7%) Low Small funds Internal

Modern Portfolio Theory Low (~6%) Low Universal funds External or internal

Source: сompiled by the author.
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ratio over the long term, due to broad diversifi-
cation of assets, including a significant share of 
alternative investments. However, unlike in Yale 
until 2010, the management was carried out by 
Harvard’s own internal investment office. In the 
2010s, the Harvard model turned out of unsat-
isfactory efficiency: the internal management 
did not manage to reach successful operation 

comparable to external funds. This resulted to 
transformations and transition to a combined 
strategy, when part of the assets was entrusted 
to external outsourcing companies.

In order to reduce risk, the Harvard Endowment 
seeks to distribute its endowment among multiple 
asset classes, namely, by choosing traditional and 
alternative ones for these purposes, as well as 

Fig. 1. Relative proportions of assets in the Yale Endowment Fund portfolio (2023)
Source: based on Financial Report 2023–2024 Yale University.
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Fig. 2. Relative proportions of assets in the Harvard Endowment Fund portfolio (2023)
Source: compiled by the author based on Financial Report 2023 Harvard University.
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using geographic principle for diversification of 
funds [7]. A moderate share of the portfolio be-
longs to stocks and bonds, however, investment in 
real estate, natural resources (real assets), venture 
capital and hedge funds make the majority of it 
is direct and alternative investments. The invest-
ment horizon for most assets involves 10–20 years, 
so that the model allows using the advantages of 
complex strategies.

Thus, the structure of the Harvard endowment 
portfolio assumes to allocate up to 65–70 per cent 
of the endowment funds in alternative assets 3 
(see Fig. 2).

Such disbursement of endowments allows them 
to obtain high returns in the long term. Unlike the 
Yale model, the Harvard model has traditionally 
emphasized internal management with active in-
vestment in real assets (such as natural resources 
and infrastructure), and this makes it similar to 
the Canadian model. Besides, unlike other models, 
the Harvard model uses borrowed funds more in-
tensively and it is oriented on long-term stability 
through diversification of assets and the use of 
alternative instruments. It is regarded a bench-
mark criterion and is used within the framework 
of copy, or imitative trading practice.4 Despite the 
difficulties related to internal management that 
emerged in 2010, the reform of the structure and 
the transition to more adaptive strategies made 
it possible for the Harvard model to maintain a 
good long-term ratio of risk and return indicators 
of the portfolio.

The Stanford model is comparable to Yale and 
Harvard in terms of prioritizing the selection of 
alternative assets for investment, however, it fo-
cuses on high flexibility and adaptability of the 
strategy in the short and medium perspectives 
(asset liquidity is considered the third key bench-
mark). Stanford University heavily invests in in-
novative sectors, which makes it possible due to 
close relationship with Silicon Valley. This model 

3 URL: https://finance.harvard.edu/files/fad/files/fy23_harvard_
financial_report.pdf
4 Imitative or copy trading practice implies automatic replication 
of the strategy of experienced investors following their asset ratio.

involves allocation of a significant portion of the 
portfolio in high-risk and high-return venture 
capital.

The structure of the Stanford endowment port-
folio involves committing up to 65–70 per cent of 
the endowment funds in alternative assets with 
a priority selection of high-tech startups 5 (Fig. 3).

The unique location of the Stanford University 
positioned in Silicon Valley has determined the 
specifics of endowment investment in promising 
technology companies, biotechnology, AI, Fintech, 
etc. A significant share of the endowment capital 
(approximately 30 per cent) is dedicated to venture 
funds. The Stanford model brings back an average 
annual return of about 10–12 per cent, which is 
comparable to the financial results of the Yale 
model. In order to minimize risks, the allocation 
of assets in the portfolio is revised on a regular 
basis with a frequency depending on market cir-
cumstances. During a crisis or high volatility in 
financial markets, they may decrease the share 
of venture investments, and on the contrary, the 
growth of innovative sectors stimulated Stanford’s 
endowment to expand the possibility of investing 
in venture capital [8]. Thus, for example, Stanford 
has supported the intensive expansion of activity 
for Google, Uber and other companies.

Stanford’s investment model optimizes the 
portfolio to maximize returns over more than 
20-year horizon. Besides, unlike Harvard, asset 
management in Stanford is implemented pre-
dominantly from the outside within the frame-
work of sectoral distribution for allocations of 
direct investments and investments in special 
venture funds.

A comparative review of the most successful 
models of endowment fund investment in terms 
of risk/return ratio is presented below in Table 2.

The Stanford model has several advantages 
over the other two models: specifically, its high 
returns are provided by a strong relationship with 
the innovative high-tech industries of Silicon Val-

5 URL: https://bondholder-information.stanford.edu/sites/g/files/
sbiybj21416/files/media/file/fy23-stanford-annual-financial-report.
pdf
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ley. However, this factor also determines critical 
vulnerabilities, which is highly depended on the 
situation in the technology sectors influencing 
the portfolio’s returns, as well as risks related to 
a high share of low-liquid assets (venture capital, 
real estate).

In addition to the three most profitable models 
considered, there exist a few others, each of which 
is based on different approaches to asset manage-
ment, diversification and risk assessment. Before 
the emergence of innovative models of Yale, Har-
vard and Stanford, there was a traditional classic 

Fig. 3. Relative proportions of assets in the Stanford Endowment Fund portfolio (2023)
 Source: сompiled by the author based on Stanford annual financial report.
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Table 2
Relative proportions of investment models of the university endowment funds

Criteria Stanford model Yale model Harvard model

Basic assets in the portfolio Venture capital: technologies 
and innovations Hedge funds Real investments: natural 

resources

Venture capital High (~30%) Moderate (~20%) Low (~10%)

Management flexibility High Medium Low

Risk High Medium Low

Profitability High (~10–12%) High (~12%) Medium (~8–9%)

Source: сompiled by the author.
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model, namely, the Endowment Model (endow-
ment investment model), which was historically 
used by most medium and small endowment funds, 
[9]. This model involves conservative investments 
(with up to 70 per cent of funds invested in the 
stock and bond market) with a minimum propor-
tion of alternative investments or even their com-
plete absence. Undoubtedly, this model ensures 
minimum risks, a high liquidity rate of assets 
and stable predictable income, which, however, 
will be considerably lower than that of modern 
models focused on alternative assets. Before the 
2022 crisis, the traditional Endowment Model 
could provide modest capital growth above infla-
tion, which allowed those using endowments to 
maintain their endowment capital in real terms 
and use investment income to achieve the uni-
versities’ statutory targets. However, this model is 
completely unsuitable in an environment of ris-
ing inflation and declining returns on traditional 
financial assets.

Another classic model also includes the 
Markowitz investment model (Modern Portfolio 
Theory). Within the framework of this model, the 
optimal disbursement of assets in a portfolio is 
implemented by solving the problem of finding 
a balance between profitability and risk. It also 
requires taking into account the investor’s accept-
able limit values   of such indicators as profitability 
and risk. The model has a limited application for 
target capital: since it considers insufficiently its 
specificity, which is manifested in the perpetuity 
of the use of funds. Therefore, it determines in 
most cases the effective multiplicity of portfolios 
without taking into account any alternative assets. 
The Swensen Model functions as a combination 
of classic and innovative strategies focused on 
long-term investments in inefficient markets.6

Besides, likewise in modern high-yield mod-
els, the basis encompasses direct and venture 
investments, as well as investments in hedge 
funds. However, in order to identify areas, cho-

6 Market inefficiency is a situation when an asset is undervalued or 
overvalued in the market, but the majority of market participants 
ignore it.

sen selected managers operate efficiently using 
their unique experience in conducting research 
and identifying market imbalances. The Swensen 
model provides a better ratio between portfolio 
liquidity and profitability, as it involves the use 
of less volatile assets through highly professional 
assessment of risks and identification of inef-
ficiencies.

The abovementioned models are based on 
portfolio theory, which recommends diversify-
ing assets and creating portfolios with regular 
rebalancing their structure.7 Depending on the 
choice, they select the investment management 
structure and determine its costs. In contrast to 
all of the abovementioned models, the Canadian 
Model was developed, which is used by the largest 
Canadian endowment of the University of Toronto 
and involves direct ownership of assets: investing 
target capital in infrastructure, real estate, natural 
resources (in particular, in the purchase of airports, 
highways, commercial real estate, etc.), as well as 
minimizing managerial costs.

The model is appropriate for complex and 
large-scale projects with a 10–20-year long pay-
back period, it requires significant capital invest-
ments, and is not available to small funds. The 
endowment of the University of Toronto is actively 
invested outside of Canada in markets through-
out North America, Europe, Asia, and emerging 
markets. Unlike the Yale or other models, which 
external managers operate with, the Canadian 
Model relies entirely on internal teams of profes-
sionals. This helps reduce management fees and 
increase flexibility in decision-making.

Such a highly effective approach for large 
endowments requires significant resources and 
professional management. The model also allows 
participating in global projects and owning assets 
that provide stable income. Besides, as it is one of 
the most successful model for large institutional 
investors, it also demonstrates an excellent bal-
ance between risk and return.

7 Rebalancing means the process of adjusting assets in an 
investment portfolio to maintain a balance between different asset 
classes harmonized with the investment strategy.
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University endowments use a variety of in-
vestment models depending on their objectives, 
scale and available resources. Yale’s investment 
model still remains the benchmark for its high 
yield and broad diversification, meanwhile oth-
ers, such as Harvard and the Canadian Model, 
successfully demonstrate, that high returns can 
be realistic with a moderate level of risk, when 
they get adapted to the unique circumstances of 
the endowment.

Over the past few decades, the endowments of 
the largest universities and organizations have 
grown considerably: for example, the endowments 
of Harvard and Yale have increased three and 
five times, respectively. In the circumstances of 
increasing capitals, the efficiency of fund manage-
ment is becoming of paramount importance for 
their long-term sustainability and fulfillment of 
current tasks, and this requires more complex and 
adaptive approaches. Now, traditional asset classes, 
such as bonds, cannot always be able to provide 
sufficient returns to compensate for inflation, so 
the focus has shifted to more advanced investment 
methods. Asset management practices involve the 
use of alternative investments (venture capital, 
real estate, hedge funds) and this have proven to 
be more effective in the long term perspective: 
the average level of fund returns has increased 
to 10–12 per cent.

However, in some countries, including Russia, 
legislation limits some types of assets available 
for investment, and this makes managers to de-
velop strategies that maximize returns within 
the existing regulations. Even with tough legisla-
tive restrictions, competent capital management 
makes it possible to achieve successful results 
despite the conditions of high volatility of key 
financial indicators. As endowment funds ap-
peared in the Russian Federation practically only 
in 2007,8 foreign experience in this field seems 
very important.

8 Notably, there were elements of endowment funds in pre-
revolutionary Russia (for example, the Demidov Prize, private 
award for scientific achievements), but these charitable traditions 
were lost during Soviet times.

ENDOWMENT FUND MANAGEMENT 
FOR RUSSIAN UNIVERSITIES

Almost half of all active endowment funds in 
Russia are university funds, and the top ten of 
them have assets exceeding 500 million Rubles 
[10]. In the imminent future, the number of en-
dowments in higher education will presumably 
grow with the active participation of the au-
thorities. Many university funds in our country 
facilitate various programs and areas. For in-
stance, the Higher School of Economics (HSE) 
has deployed resource allocation for 10 defined 
directions, the Moscow Institute of Physics and 
Technology allocated funds for 12 direction, 
and the Ural Federal University named after 
B. N. Yeltsin funded 14 directions [11].

Frequently, among the founders of higher 
education endowment funds become either the 
educational institutions themselves, or associa-
tions of graduates of single-profile specialised 
universities, which are concentrating profession-
ally on specific industries, companies and regions. 
Graduates exhibit strong coherence, actively back 
up their universities and demonstrate active 
participation in management processes.

Nowadays, Russian classical multidisciplinary 
universities usually develop connections with 
graduates within the framework of individual 
faculties or departments with industry specializa-
tion. Such effective strategies are often preceding 
initiatives of the central administration, so that 
this approach becomes more successful.

However, despite the enhancement of such 
collaboration, the expansion of endowment 
capital is restricted due to insufficient number 
of qualified specialists who are professionally 
experienced in fundraising. It rarely happens 
that Russian universities establish separate de-
partments or induce job positions for specialists 
in charge of fundraising. Most often, employees 
have to take an additional responsibility to do 
it, so that the effectiveness of such work is di-
minishing. Therefore, within the framework of 
managing the endowment capital of Russian 
endowment funds, it is very important to have 
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the presence of a key sponsor, or sources, vol-
umes and speed of annual replenishment of the 
endowment capital, as well as the degree of cen-
tralization in management decision-making on 
accumulated funds.

A significant portion of endowment funds of 
Russian universities are allocated by private or 
corporate sponsors and university graduates. 
In some cases, similarly to global standards, at 
the initial stage, the state rendered support for 
capital accumulation, as, for example, this oc-
curred in the Skolkovo Foundation.

In accordance with Russian legislation, profes-
sional management companies (MC) are entitled 
to operate in the sphere of the assets of endow-
ment funds of Russian universities. According 
to the rating agency Expert RA as of June 30, 
2024, the largest of them are “TKB Investment 
Partners”, “TrustUnion Asset Management” and 

“RONIN Trust” (Fig. 4).
Fig. 4 indicates that both specialized financial 

institutions and companies of the largest banks 
operate the largest Russian endowment manage-
ment companies. Since 2021, several new consid-
erably large players have appeared on this market. 
For example, “Region Asset Management JSC” is 
actively broadening its portfolio and since 2021, 
it has launched collaboration with the Moscow 

City Pedagogical University (MCPU) by means of 
taking over the management of the endowment 
capital of the Institute of Psychology and Com-
prehensive Rehabilitation.9 The period 2020–2021 
demonstrated a rapid increase in the assets of 
endowment funds: from 29.8 to RUB 44.1 billion 
Rubles,10 but in 2022, a significant decrease in 
its volumes occurred due to the revaluation of 
assets. Therefore, the growth in 2023 of the total 
volume of endowment fund assets managed by 
the above-mentioned companies, compared to 
2022, primarily reflects the low base effect,11 and 
secondly, the trend towards an increase in the 
number and size of endowment funds in Russia.

Therefore, in order to select a strategy, it is 
important to consider the experience of manage-
ment companies related to endowment capital, 
in view of their ability to generate an additional 

9 URL: https://www.mgpu.ru/obrazovanie/institutes/ipkr/tselevoj-
kapital-mgpu-isop/?utm_source=chatgpt.com
10 Calculated based on information from the study “Russian 
Endowment Funds: Quality and Completeness of Information 
Disclosure”, by RAEX-Analytics and The Potanin Foundation, 
Moscow, 2024.
11 Low base effect is a situation when the current growth rates (for 
example, GDP, profit, production, etc.) look too high compared 
to the abnormally low figures of the previous year. The growth 
seems significant mainly due to the fact, that the starting point 
(comparison base) was very low.

Fig. 4. Top 7 major Russian management companies by mutual fund assets as of July 30, 2024 
in million Rubles

Source: сompiled by the author based on data from the rating agency “Expert RA”.
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premium on long-term invested capital, in other 
words, their ability to create sustainable returns. 
Notably, nowadays, Russian management com-
panies primarily focus on the medium-to-short 
term, which does not allow obtaining full returns 
from investing the so-called “long money”.

The legislation of the Russian Federation 
strictly regulates the types of assets permit-
ted for investing endowment capital. The funds 
of endowment funds under management can 
be allocated exclusively in instruments with a 
medium and low level of risk, which, definitely, 
limits the return on investment. Therefore, cur-
rently, most of the university endowment funds 
are invested in the money market, bonds and 
other low-risk instruments. Alternative assets 
such as real estate or venture capital are used 
rarely due to legislative restrictions and a lack 
of management experience.

The Law “On the Procedure for the Forma-
tion and Use of Targeted Capital” 12 also contains 
restrictions that apply to endowment funds, for 
example, on the sources of capital formation, 
which is only possible through cash donations.

Research work of specific management mod-
els of Russian university endowment funds is 
complicated due to the lack of transparency in 
reporting and/or the lack of complete informa-
tion publicly available. These funds invest pri-
marily in conservative assets, such as bonds and 
deposits. As a result, low average annual returns 
are obtained over a protracted time, however, 
a high level of capital preservation is realistic. 
Currently, investment practices in alternative 
12 URL: https://www.consultant.ru/document/cons_doc_
LAW_64939/

assets have been introduced gradually, for ex-
ample, in “Skoltech”, which actively allocates 
resources in innovative and high-tech projects, 
and St. Petersburg State University, which invests 
in real estate.

CONCLUSIONS
Russian universities furthermore keep refining 
to develop and enhance efficiency of their in-
vestment strategies of endowment funds, fol-
lowing successful experience of global practice. 
In order to ensure the expansion of endowment 
funds, it is necessary to elevate the level of pro-
fessionalism of internal and external endow-
ment management teams, introduce alternative 
investment instruments, strengthen interac-
tion with donors and gradually foster a culture 
of philanthropy.

Foreign approaches to endowment manage-
ment are much more effective due to the use 
of flexible models that take into account the 
dynamics of market factors and involve broad 
diversification of assets. Russian models lead 
to excessive accumulation of illiquid assets or 
a loss of fund volumes in real terms: most of 
them had negative real returns in 2022–2023. 
For the successful development of endowments 
in our country, it is necessary to liberalize the 
legislative framework and implement combined 
investment strategies based on the best interna-
tional standards. These solutions can facilitate 
the development of the higher education system, 
the promotion of research initiatives and scien-
tific and technological progress in the context of 
economic restrictions and increased competition 
in the global arena.
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INTRODUCTION
Small and medium-sized enterprises (SMEs) rep-
resent one of the important and challenging sec-
tors of the Russian economy. Acting as a driving 
force for the modernization of economic processes 
[1], shaping the “industrial and social diversifi-
cation of society” [2], and positively influencing 
the sustainable development of certain regions 
[3], SMEs, at the same time, constitute a vulner-
able sector of the economy that develops very 
unevenly [4] due to limited access to resources 
and the presence of a number of regulatory and 
legal barriers. This complicates the process of 
their scaling in the form of positive transfor-
mation of performance indicators, including a 
qualitative transition from one SME category 
to another, which accordingly creates the need 
to build special relations between the state and 
business aimed at developing priority sectors of 
the national economy [5].

The high level of debate on this topic is evi-
denced by numerous studies that devote signifi-
cant attention to the development of the SME 
sector, as well as the effectiveness of implemented 
government support measures [6]. Scholars em-
phasize the undeniable positive impact of such 
support on the dynamics of SME development [7], 
noting the need for a deeper study of their inter-
relationship [8]. Empirical research confirms the 
intensity of environmental practices adoption in 
production as a result of mastering government 
support funds [9], reveals insufficient transparen-
cy in the conditions of their distribution [10], and 
highlights the lack of aspiration toward achieving 
market maturity and independence among small 
and medium-sized enterprises [4].

So, can the Russian small and medium busi-
ness develop evenly across industries without 
government support, or is it an indispensable 
condition for scaling and growth of this economic 
sector? To address this scientific and theoretical 
gap, which does not allow a definitive answer to 
this question, this article structures the complex 
of factors and assesses their influence on the 
scaling of SME entities.

By scaling of SME entities, the authors under-
stand a positive response to institutional incen-
tives for the development of micro, small, and 
medium enterprises in the form of improvements 
in their key financial and economic performance 
indicators, including those that form the basis 
for assessing the transition from one category of 
business entities to another (a higher one).

The goal set by the authors dictates the need to:
• identify macro-level factors that influence 

positive changes in SME performance indica-
tors, both with and without government support 
measures;

• based on the specified criteria, create an 
information base for conducting an analysis to 
identify the relationship between the macro-lev-
el factors selected by the authors and qualitative 
changes in SME indicators;

• develop methodological tools to carry out 
research on the grouped factors based on formu-
lated hypotheses aimed at confirming or refuting 
the scientific idea of the existence of a relation-
ship between various factors of scaling SME en-
tities in the Russian economy and their perfor-
mance indicators (Fig. 1).

INFLUENCE OF FACTORS  
ON SME DEVELOPMENT

The stimulation of small and medium-sized en-
terprises (SMEs) development within the national 
economy depends on a variety of external (ex-
ternal) and internal factors that either facilitate 
or hinder this process. This determines the ap-
propriateness of designing and justifying their 
selection, as well as establishing the relationships 
and interdependencies between them.

Some researchers highlight internal factors as 
the main drivers of SME development: the necessity 
of strategic planning [1, 11], changes in the stages 
of their life cycle [12, 13], the specific psychological 
type of the entrepreneur’s personality [14], and 
emphasize the active participatory role of SMEs 
in various types of support for their activities [15].

At the same time, researchers lack consensus 
on the positive impact of government support 
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measures: their generally favorable influence is 
noted [7], as well as their focus on “improving 
the efficiency of the entrepreneurial sphere” [16]. 
However, there is a body of work criticizing the 

“aid and subsidization” of existing support meas-
ures [4], the lack of a clear focus of state policy 
on the SME sector [17], the mismatch between 
objectives and resources in the implementation of 
national projects [5], and debates on why support 
goes to enterprises that do not actually need it [8].

Without diminishing the importance of the ac-
cumulated experience, it is necessary to note the 
fragmentation among researchers in addressing 
the selection of macro-level factors influencing 
the scaling of SMEs, as well as the lack of stud-
ies dedicated to substantiating the extent of the 
impact of government support measures on their 
growth indicators across different sectors of the 
national economy. These circumstances have 
enabled the authors of this article to contribute 
to the existing scientific discussion on this issue.

RESEARCH METHODOLOGY
The stated goal predetermines the development 
and application of a methodology to identify 
macro-level factors with potential influence on 
the scaling of SMEs, taking into account both the 
presence and absence of federal-level govern-

ment support measures for entrepreneurship. 
This methodology enables consideration of the 
overall dynamics of macroeconomic indicators 
of the national economy, as well as specific sup-
port measures outlined in the national project 
passport of the Russian Federation “Small and 
Medium Enterprises and Support of Individual 
Entrepreneurial Initiative,1” and includes the fol-
lowing stages:

1. Defining the target vector for scaling SMEs 
at the national economy level, the justification 
parameters of which are dynamic and may be 
adjusted in accordance with changes in the regu-
latory framework for entrepreneurship support 
in the Russian Federation, as well as updates to 
the national development goals of the country in 
accordance with presidential decrees.

2. Selecting a list of sources containing the 
most complete and reliable information for as-
sessing macro-level factors affecting the scaling 
potential of SMEs.

3. Forming an information base for calculations 
based on data from official websites of the Federal 
State Statistics Service, the Ministry of Economic 
Development of the Russian Federation, and the 

1 URL: https://www.economy.gov.ru/material/directions/
nacionalnyy_proekt_maloe_i_srednee_predprinimatelstvo_i_
podderzhka_individualnoy_predprinimatelskoy_iniciativy/

A.E. Plakhin, E.G. Sheina

Fig. 1. Research hypotheses
Source: compiled by the authors.

 

H0: The scaling of small and medium-sized 
enterprises (SMEs) in the Russian 

Federation depends on the dynamics 
of changes in macro-level factors, taking 

into account the implementation 
of government support measures 

for entrepreneurship

H1: The potential for scaling 
SMEs depends on macroeconomic 

indicators. The influence 
of government support measures 
is not taken into account when 

testing this hypothesis

H2: The potential for scaling 
SMEs at the macro level depends 

on the availability and 
accessibility of federal 

government support measures 
for business entities

Н3: The potential for scaling 
SMEs has an uneven 

dependence on macro-level 
factors and support measures 

across different sectors 
of the national economy



76

The World of New Economy • Vol. 19, No. 2’2025 WNE.FA.RU

Bank of Russia, in accordance with the research 
goal and segmented by micro, small, and medium 
enterprises.

4. Conducting the study according to the al-
gorithm for determining factors influencing the 
scaling of SMEs (see Fig. 2).

Determining the presence and significance 
(or absence) of relationships among the selected 
key indicators from the three analyzed groups: x1, 
x2, and x3, through correlation coefficients, with 
the level of association assessed according to the 
Chedoke.2 scale.

5. Bringing the data into a methodologically 
comparable format by applying normalization 
methods.

6. Testing hypotheses formulated by the au-
thors to confirm or refute the scientific idea of 
the existence of relationships between various 
factors affecting the scaling of SMEs.

Hypothesis 1: H1 —  The scaling potential of SMEs 
depends on macroeconomic indicators. The impact 
of government support measures is not considered 
when testing this hypothesis.

The authors have identified the following key 
macro-level factor indicators as having the most 
significant influence on the scaling of SMEs (see 
Table 1).

In connection with the stated objective —  to 
assess the influence of factors with and without 
the implementation of state support measures 
for entrepreneurship within the framework of the 
national project of the Russian Federation —  the 
analysis covers the research period for all groups 
of factors and indicators from 2019 to 2023. Se-
lected are specific performance indicators of SMEs 
as outcome variables.

Hypothesis 2: H2 —  The scaling potential of SMEs 
at the macro level depends on the availability and 
accessibility of federal state support measures for 
entrepreneurial entities.

As factors of federal-level state support for 
entrepreneurship that have the most significant 
impact on the scaling of SMEs and largely deter-

2 URL: https://stepik.org/lesson/424892/step/7?unit=414724

mine their potential, the authors have identified 
the following (Table 2).

Hypothesis 3: H3 —  The potential for scaling 
SMEs has an uneven dependence on macro-level 
factors and support measures across different sec-
tors of the national economy.

To reflect the development trends of SMEs in 
Russia, ten indicators were selected that sum-
marize their performance results across various 
sectors of the national economy (Table 3).

DETERMINING THE DEGREE  
OF INFLUENCE OF FACTOR GROUPS 
ON THE SCALING OF SME ENTITIES

The list of factors from the three groups (Tables 
1–3) represents the most comprehensive range 
of indicators, thoroughly revealing the develop-
ment trajectory of the SME sector. Therefore, it 
is reasonable to apply correlation analysis using 
Excel, which will allow, based on the formed re-
search information base, to determine the pres-
ence and significance of the relationships be-
tween the indicators of groups x1, x2, and x3—or 
their absence (Table 4).

According to the algorithm (Fig. 3), a factor 
influences the scaling of SME entities if the value 
of its correlation with the resulting indicators 
is greater than 0.7. Thus, normalization of the 
indicators was carried out in order to bring them 
to a comparable format.

The authors selected the list of macro-level 
factors for analysis based on their significance 
for SME development: the key rate of the Central 
Bank of the Russian Federation affects credit avail-
ability, which is one of the main sources of SME 
financing; the inflation rate, GDP growth rate, 
average annual ruble exchange rate, and monetary 
incomes reflect consumption opportunities and 
influence demand, which in turn is reflected in 
the revenue and other indicators of SMEs.

However, Hypothesis 1 was not confirmed: 
the scaling potential of SME entities depends 
only on two out of five macroeconomic indi-
cators —  x12 and x14—while not all resulting 
SME indicators prove equally sensitive to them. 
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 Fig. 2. Algorithm for Identifying Scaling Factors of SMEs
Source: compiled by the authors.
 Note: R 2 —  correlation coefficient characterising the degree of determinism of dependence.
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Table 1
Indicators of Macro-Level Factors Group (x1)

Symbol Indicator Source of Information

x11 Key rate of the Bank of Russia, % Central Bank of Russia
URL: https://cbr.ru/

x12 Inflation rate in the country, % Federal State Statistics Service
URL: https://rosstat.gov.ru/

x13 GDP growth rate, % compared to previous year

x14
Average annual RUB/USD exchange rate, 
rubles

Dollar to ruble exchange rate by year
URL: https://infotables.ru/statistika/95-tseny-
tarify/1327-kurs-dollara-tablitsa

x15 Real monetary income (average per capita), 
rubles

Federal State Statistics Service
URL: https://rosstat.gov.ru/

Source: compiled by the authors.

Table 2
Indicators of Government Support Factors Group (x2)

Symbol Indicator Source of Information

x21 Total budget of the RF national project, billion RUB Ministry of Economic Development of Russia |
URL: https://www.economy.gov.ru/

x22 Volume of guarantees to SME entities, billion RUB

x23 Growth rate of guarantees to SME entities, %

x24 Volume of microloans to SME entities, billion RUB

x25 Growth rate of microloans to SME entities, %

Source: compiled by the authors.

Table 3
Indicators of SME Activity Factors Group by Economic Sectors (x3)

Symbol Indicator Source of Information

x31 Revenue (turnover) from sales of goods, works, services, bln RUB Federal State Statistics 
Service (statistical yearbooks)
URL: https://rosstat.gov.ru/x32 Average number of employees, thousand people

x33 Profitability of sold goods, works, services, %

x34 Total assets, bln RUB

x35 Return on assets, %

x36 Capital and reserves, bln RUB

x37 Current liquidity ratio, %

x38 Autonomy ratio, %

x39 Average monthly accrued wages of SME employees, RUB

x390 Growth rate of average monthly accrued wages of SME employees, %

Source: compiled by the authors.
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Consequently, the obtained result does not 
reflect qualitative scaling but merely indicates 
growth in certain SME indicators associated 
with rising inflation.

The macro-level factor x11 shows a weak 
correlation with almost all resulting SME indi-
cators, since an increase in the key interest rate 
makes lending less accessible, which restrains 
SME growth. The macro-level factors x13 and 
x15 also have moderate or no correlation with 
most SME outcome indicators; while factor 
x15 is logically connected to SME indicators, 
real incomes declined during the study period 
(due to the COVID-19 pandemic), resulting in 
no observable effect.

To confirm Hypotheses 2 and 3 (see Fig. 1), 
the authors conducted a correlation analysis 
to identify the presence and significance of 
relationships by overlaying factors from groups 
x2 and x3. This made it possible to obtain re-
sults from a large-scale study on the activities 
of all active SMEs in Russia across seventeen 
sectors of the national economy, broken down 
by enterprise categories into micro, small, and 
medium-sized, taking into account five govern-
ment support factors and ten factors reflecting 
their performance indicators.

The scope of the present study allows the 
authors to present only a fragment of the con-
ducted analysis, reflected in Tables 5 and 6.

From the group of five government support 
factors (x2), three are illustrated: the total 
budget of the Russian Federation’s national 
project (x21), the volume of guarantees (x22), 
and the volume of microloans provided to SMEs 
(x24) within the framework of the national pro-
ject’s implementation at the federal level.

For combination with the government sup-
port factors, from the ten indicators of SME ac-
tivity factors by sectors of the national economy 
(x3), the authors selected the most traditional 
ones reflecting their transition from one cate-
gory of entrepreneurial entities to another: rev-
enue (turnover) from the sale of goods, works, 
and services (x31) (Tables 5, 6) and the average 

number of enterprise employees (x32) (Table 6).
Government support factors have a strong 

or noticeable positive impact on the revenue 
of small and medium-sized enterprises across 
most sectors of their activity, except for con-
struction and education (Table 5).

There is no impact on the revenue of medi-
um-sized enterprises providing other types of 
services. For micro-enterprises in many sec-
tors (except for hotel and catering activities; 
professional, scientific and technical activities; 
agriculture and forestry; and the provision of 
other types of services), the influence is weak 
or moderate, or absent altogether.

Paradoxically, micro-enterprises in whole-
sale and retail trade are the least sensitive to 
government support measures, showing a weak 
or no correlation between revenue (turnover) 
from sales and government support factors. 
Accordingly, the state, through development 
institutions, needs to redirect support resources 
to those sectors of the national economy where 
the effect will be more pronounced, both for 
the country as a whole and for unlocking the 
scaling potential of SMEs.

The correlation analysis conducted by the 
authors allows the conclusion that government 
support factors have a positive impact on the 
average number of employees in SMEs to a less-
er extent than on revenue. Moreover, in many 
cases, the influence on most sectors of micro 
and small enterprises is absent, which leads to 
an unmanaged and support-independent pro-
cess of payroll tax formation from SMEs to the 
budget. This also results in employment regula-
tion within sectors of the national economy that 
does not contribute to reducing social tension 
in society or increasing incomes in the small 
and medium business sector, thereby slowing 
down its scaling (Table 6).

RESEARCH RESULTS
The results of the study expand scientific un-
derstanding of the variety of factors that have 
the potential to influence the scaling of SMEs. 
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Table 6
Assessment Matrix for Managing SME Scaling in National Economic Sectors  

Under the Influence of Government Support Factors

Industry

Revenue (Turnover) Average Workforce 

small micro medium

small
micro

medium

small
micro

medium

small
micro

medium

Wholesale and retail trade 7 1 12 1 1 5

Manufacturing 13 6 16 1 1 8

Construction 1 1 4 1 1 1

Transportation and storage 12 10 13 17 17 13

Administrative and support service activities 4 4 6 1 1 1

Real estate activities 1 8 7 1 1 6

Accommodation and food service activities 17 16 15 1 1 17

Information and communication 5 1 10 14 1 10

Health care and social services 11 13 11 15 15 12

Professional, scientific and technical activities 6 15 5 13 14 4

Water supply; sewerage, waste management 
and remediation 9 7 17 1 13 15

Agriculture, forestry 15 14 9 1 1 3

Electricity, gas, steam and air conditioning 
supply 8 5 8 1 1 7

Arts, entertainment and recreation 16 12 3 16 12 14

Other service activities 14 17 1 1 11 16

Mining and quarrying 10 9 14 12 16 9

Education 1 11 1 1 1 11

Source: compiled by the authors.
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Based on the correlation coefficients obtained 
through the conducted analysis, the authors 
assessed the impact of implementing the na-
tional project on revenue and average workforce 
size indicators of all active micro, small, and 
medium enterprises in Russia, segmented by 
category and across seventeen economic sec-
tors for the period 2019–2023. This provides 
a basis for developing a matrix to evaluate the 
management of SME scaling within national 
economy sectors under the influence of gov-
ernment support factors (Table 6).

The impact was assessed as positive with 
a correlation coefficient > 0.7, assigning an 
indicator weight of 1.0.

Moderate impact was assessed for correla-
tion coefficients between 0.5 and 0.7, with a 
weight of 0.6.

Weak impact corresponded to coefficients 
from 0.1 to 0.5, with a weight of 0.3.

An absence of impact was identified at corre-
lation coefficients below 0.1, with a weight of 0.

The obtained results were ranked using Ex-
cel, with sorting applied in ascending order 
(Table 6).

SMEs operating in sectors marked by red and 
orange zones demonstrated resistance to the 
government support measures implemented 
within the framework of the Russian national 
project, indicating a need to reconsider mana-
gerial decisions to reshape state policy direc-
tions in this area.

The obtained conclusions allow us to state 
that Hypothesis 2 was not confirmed: the scal-
ing potential of SMEs at the macro level does 
not depend on the presence and availability 
of federal government support measures for 
entrepreneurial entities.

Hypothesis 3 should be considered confirmed, 
as the results presented in Tables 5 and 6 in-
dicate that the scaling potential of SMEs in 
various sectors of the national economy dem-
onstrates an uneven dependence on macro-level 
factors and government support factors.

CONCLUSIONS
The results obtained:

• confirm the third hypothesis (H3) put for-
ward by the authors, thereby underscoring the 
need for further research and the development 
of approaches to study the impact of government 
support measures on the actual development and 
scaling potential of SMEs;

• allow us to conclude that the development of 
key sectors significant to the national economy, as 
well as one of the most important indicators (aver-
age workforce size), exhibit low sensitivity to the 
current government support measures for SMEs, 
indicating insufficient focus on the problematic 
areas of SME development and, consequently, a 
potential slowdown in achieving the strategic ob-
jectives of state policy;

• contribute to the assessment of the influence 
of government support measures on the dynamics 
of SME scaling indicators across various sectors of 
the national economy and reinforce the necessity 
for research aimed at revising the overall strategic 
approaches to structuring government support 
for SMEs.

• develop the conceptual foundations for se-
lecting factors influencing the scaling of SMEs 
during the implementation of government support 
measures and for constructing correlation models 
that reflect the impact of the interrelation between 
macro-level factors and government support fac-
tors on SME performance indicators across sectors 
of the national economy;

• substantiate the developed algorithm for iden-
tifying scaling factors and the matrix for managing 
SME scaling in sectors of the national economy 
under the influence of government support factors.

The scientific, practical, and methodological 
provisions presented by the authors, alongside 
other widely used research methods, can be ap-
plied in the development of strategies and the 
formulation of state policy objectives in the field 
of entrepreneurship support, thereby contributing 
to breakthrough development in sectors of the 
national economy.

A.E. Plakhin, E.G. Sheina
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ABSTRACT
Due to the crisis phenomena affecting the automotive industry since 2020 —  such as the shortage in microelectronics 
during the COVID-19 pandemic, the withdrawal of key manufacturers as a result sanctions against Russia in 2022, and the 
impact of unfavorable economic factor —  passenger car sales in 2022 decreased by 979,410 units compared to 2021. This 
has led to the transformation of the Russian automotive market and the search by its participants for new revenue sources 
and business models. The aim of this study is to analyze the structure and dynamics of the transformation of the Russian 
automotive market from 2018 to 2023, focusing on the activities of key players (automakers, distributors, car dealers) and 
related sectors (carsharing, auto leasing, online sales aggregators, micro-mobility services), as well as to bridge the gap 
in academic research on this sector. Methods. To study the market structure and key trends in Russia and globally from 
2018 to 2023, reports from major international consulting firms —  AEB, Autostat, AutoBusinessReview —  as well as Russian 
regulatory acts were analyzed. The systematization of business trends in the automotive sector was conducted using a 
PESTLE analysis, while an assessment of changes in the value chain was carried out through interviews with industry experts.
Keywords: value creation chain; Russian automotive industry; business model; market structure
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INTRODUCTION
Since 2020, the Russian automotive industry 
has experienced a series of crises that have led 
to significant transformation. The disruption of 
global supply chains during the COVID-19 pan-
demic caused a shortage of microelectronics 
and semiconductors, highlighting the need to 
localize companies manufacturing components 
and materials. This is a crucial part of automo-
bile production, as the share of electronics in a 
car’s cost has steadily increased year after year —  
from 20% in 2000 to 40% in 2022—substantially 
affecting the final price of a vehicle.1 The micro-
electronics shortage was the first crisis to nega-
tively impact the automotive sector.

The next critical period began in 2022: the exit 
of European, American, and Japanese automakers 
caused an even greater rupture in logistics chains, 
necessitating a rapid market restructuring. Rus-
sian car dealers were forced to seek new partners 
and transform their business models to survive 
under these conditions. From 2019 to the first half 
of 2022, the number of passenger car dealership 
companies declined by 369 units (from 3,450 to 
3,081.2).

Moreover, unfavorable economic factors —  in-
cluding the key interest rate rising from 6.25% in 
2018 to 20% in 2022,3 and price increases of 106% 
for new cars and 83% for used vehicles between 
2020 and 2023 4—led to reduced purchasing power 
and a decrease in sales volume by 979,410 units 5 
in 2022 compared to 2021.

Thus, as of today, the rules of the game in the 
Russian automotive market, which have developed 
over the past 30 years, have ceased to apply, while 
the new ones have not yet been fully established. 
In this context, Russian and Asian players need 

1 URL: http://static.government.ru/media/files/EVXNIplqvhAfF2Ik
5t6l6kWrEIH8fc9v.pdf
2 URL: https://www.rolf.ru/to-investors/
3 URL: https://cbr.ru/hd_base/KeyRate/? UniDbQuery.Posted= 
True&UniDbQuery.From=01.01.2022&UniDbQuery.To=10
4 URL: https://b1.ru/local/assets/surveys/b1-car-sharing-in-russia-
survey.pdf
5 URL: https://aebrus.ru/upload/iblock/101/RUS-Car-Sales-in-
December-2022.pdf?ysclid=lz10yjbihn317766954

to rebuild the entire supply chain of the product 
(vehicles with spare parts) to the consumer, fo-
cusing on deeper localization of production and 
searching for new sources of revenue and busi-
ness models [1].

Given the influence of trends and shifting pref-
erences of the target audience in the automotive 
sector, it is advisable to adapt or radically change 
existing business models in directions related to 
sustainability [2–4], digitalization [5–7], serviti-
zation [8, 9], and shared usage [9–11].

Currently, there is a scarcity of up-to-date aca-
demic research addressing the transformation of 
the Russian automotive industry in light of recent 
events and economic factors, although some stud-
ies analyze competition among automakers [12, 
13], including within the Russian market [14, 15]. 
This article describes the structure and dynamics 
of the automotive market transformation from 
2018 to 2023, focusing on the activities of key and 
related players, as well as changes in the supply 
chain and value chain.

RESEARCH METHODOLOGY
The research methodology consists of four key 
stages aimed at a comprehensive analysis of the 
automotive market and its characteristics. The 
first stage involved an analysis of the Russian 
and global automotive markets for the period 
2018–2023, with a focus on the influence of 
the external environment and the activities of 
key and related players. To this end, analytical 
reports from leading international consulting 
firms, data from the Association of European 
Businesses (AEB), the agencies Avtostat and 
AutoBusinessReview, Russian regulatory acts, 
the annual reports of ROLF for 2020–2022, as 
well as interviews with industry experts were 
studied. This enabled the formation of a repre-
sentative picture of current trends, challenges, 
and market opportunities. The second stage ex-
amined the activities of major car dealers and 
related players based on open-source informa-
tion available on the Internet: official company 
websites, media publications, industry forums, 
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and other accessible data, facilitating an un-
derstanding of market participants’ strategies 
and practices. The third stage was devoted to 
describing the value chain and the supply chain. 
This included an analysis of production, logis-
tics, distribution, and sales stages, allowing 
identification of key links in the chain and their 
impact on the final outcome. In the final stage, 
data obtained during the research were veri-
fied with the participation of automotive mar-
ket representatives, ensuring their reliability 
and relevance, as well as incorporating expert 
opinions and practical experience from industry 
professionals.

RESEARCH RESULTS
Changes in the External Environment of the 

Automotive Market (PESTLE Analysis)
The automotive market of the Russian Federa-
tion faced several challenges during 2018–2023, 
encompassing the following factors:

1. Political: The introduction of sanctions led to 
the exit of the most popular distributors among 
the Russian audience (European, American, Ko-
rean, Japanese), forcing car dealers to seek new 
vehicle suppliers among Chinese manufacturers, 
as well as to develop parallel imports and the 
secondary market for used cars (CAD.6).

2. Economic: An increase in the key interest 
rate and rising inflation caused higher vehicle 
prices, resulting in a decline in consumer demand.

3. Social: The growth of the sharing economy 
among Generation Z led to a redistribution of 
demand toward alternative mobility options such 
as car sharing and vehicle rentals.7

4. Technological: A trend toward technological 
sovereignty was set, along with the active imple-
mentation of digital transformation among Rus-
sian companies across various industries.8

6 URL: https://www.garant.ru/products/ipo/prime/doc/405963861/
?ysclid=lvdigcwg92192552494
7 URL: https://kpmg.com/us/en/articles/2023/navigating-future-
us-automotive-industry.html
8 URL: http://static.government.ru/media/files/8JsiO5kSItJA1g5IHhG
d5qiQVACelECn.pdf

5. Legal: The implementation of the Russian 
automotive industry development strategy un-
til 2025, and the concept for the development 
and use of electric vehicles in Russia until 2030, 
aims at localization of the production process and 
stimulation of electric vehicle manufacturing and 
fast-charging stations.

Changes in the Internal Environ-
ment of the Automotive Market (Struc-

ture and Dynamics) for 2018–2023
Automakers —  foreign or Russian enterprises 
manufacturing vehicles. Traditionally, the pro-
duction process is based on cooperation between 
OEM manufacturers and automakers,9 who lo-
calize production throughout the entire value 
creation chain in order to obtain tax incentives, 
optimize costs, and increase the competitive ad-
vantages of their brands. In Russia, from 2018 
to 2023, Chinese brands significantly increased 
their market share in terms of sales volume (see 
table).

Before February 24, 2022, the automotive pro-
duction and sales landscape in Russia consisted of 
European, American, Japanese, Korean, and Rus-
sian companies.10 After that date, Chinese brands 
took their place as market leaders —  primarily 
Chery Group, GWM Group, Geely, Changan, FAW, 
GAC, along with Russian manufacturers such as 
GAZ, Sollers Group, and KIA.11

Distributors (importers) are subsidiaries of car 
manufacturers whose main role is to establish 
a vehicle sales system in Russia by selling fran-
chises to official dealers and importing vehicles 
not produced locally. They are also responsible 
for developing and implementing brand strate-
gies in the country and handling administrative 
matters. Prior to 2022, the market leaders were 

9 Original  Equipment Manufacturer  —  a company that 
manufactures parts and equipment which can be sold by another 
company under its own brand name..
10 URL: https://www.autostat.ru/infographics/43540/?ysclid=lsc56
if0ec837677931%5C
11 URL: https://aebrus.ru/ru/media/press-releases/sales-of-cars-
and-light-commercial-vehicles.php?ysclid=lsc57qsd93442366023
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consistently AvtoVAZ, Renault, Nissan, Kia, Hyun-
dai, and Toyota. In 2023, they were replaced by 
Chery, Haval, Geely, and GAZ.12 However, LADA 
has remained an unwavering market leader —  its 
share exceeded 30% in 2023, underscoring its 
dominant position.

Car dealers are private companies that acquire 
official franchises from distributors to sell vehicles, 
as well as used cars, spare parts, and provide ser-
vice and financial support. In terms of aftersales 
service and spare parts sales, both official deal-
ers and independent service stations (STOs) play 
significant roles. The most well-known companies 
in this sector include FitService, Willgood, Bely 
Service, TOPSTO, 5th Wheel, EuroAuto, Mobile 1 
Center, and Bitstop.13

Between 2022 and 2023, the automotive mar-
ket adapted to new conditions. Dealers began 
actively cooperating with Chinese manufacturers 
and expanded parallel imports of familiar brands. 
The share of parallel imports grew by 2% in 2023, 
reaching 11%, while official imports increased by 
24%, accounting for 44% 14 of the market. Despite 
the growth of parallel imports, official imports 
remain the preferred option —  especially for deal-
ers —  due to significant costs and changes in con-
tractors. Moreover, dealers expanded the share of 
used cars and aimed to grow the domestic market 
by 26% over five years by scaling up vehicle buy-
backs from private individuals in the regions.15

12 URL: https://www.ra-national.ru/wp-content/uploads/2023/07/
rynok_avto_2023.pdf
13 URL: https://www.autostat.ru/articles/49327/
14 URL: https://www.autostat.ru/news/55839/
15 URL: https://www.autostat.ru/infographics/55722/

Driven by the global trend toward electric ve-
hicles, sales of EVs surged —  reaching a record 
14,089 new electric cars sold in Russia in 2023, 
which is 4.7 times more than the previous year.16

In terms of service capacity, the volume of 
technical maintenance (TM) and repair services 
provided by official dealers is significantly lower 
than that of independent service stations (STOs), 
amounting to 48.7 billion rubles compared to 
186.4 billion rubles.17

Carsharing (as a substitute product for both 
B 2C clients 18 and B 2B clients 19 such as dealers) 
is a car rental service with hourly or per-minute 
payment via a mobile app, with parking, refueling, 
and mandatory insurance (OSAGO) included in 
the price. The most popular carsharing services 
in the market include Delimobil, Yandex Drive, 
City Drive, Belka Car, and others.20 According to 
research by B 1 Company, demand for carsharing 
is expected to grow as it represents the cheapest 
mobility alternative compared to taxi services 
and private car ownership.21

Online aggregators for car sales (both new and 
used) and auto parts serve as additional channels 
for manufacturers and dealers. The most popular 

16 URL: https://www.autostat.ru/news/56565/)
17 URL: https://mims.ru/tpost/8i48os6ad1-itogi-rinka-avtoservisa-
za-2023-god-i-pr?ysclid=lsc63u4lps566103721
18 B 2C (business-to-consumer) —  a business model in which a 
company sells goods to the end consumer or to a private individual.
19 B 2B (business-to-business) —  a business model in which one 
company sells products to other.
20 URL: https://b1.ru/analytics/b1-car-sharing-in-russia-survey/?y
sclid=lsc6sfsmox756390442
21 URL: file:///C:/Users/vsb-5/Downloads/b1-car-sharing-in-russia-
survey%20(2).pdf

Table
Sales Volume of Chinese Brands in Russia in 2018 and 2023 as a Share of Total Car Sales

Sales Volume / Year 2018 2023

Total sales volume in Russia (units) 1 800 000 937 081

Sales volume of Chinese brands (units) 33 310 458 389

Source: compiled based on: URL: https://aebrus.ru/ru/media/press-releases/?ysclid=m6o3t5ywgl231279039/
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platforms, according to an Avtostat survey, include 
Avito Auto, auto.ru, drom.ru, Car Price, among 
others.22 Car dealers and manufacturers upload 
vehicle stock to these aggregator platforms to reach 
their target audience. The best-known auto parts 
aggregators include Exist.ru, Kolesa-darom.ru, Au-
todoc.ru, Emex, 4 Tochky, Autopiter.ru, and others.23

Auto leasing is an agreement under which the 
lessor purchases a vehicle at their own expense 
for the lessee and transfers it for use. The les-
see makes payments and may buy the vehicle if 
stipulated in the contract.24 Typically, the lessor 
is a bank or insurance company that buys the car 
from the dealer. Leasing is essentially a financial 
tool that primarily allows B 2B clients to quickly 
and simultaneously acquire a fleet of vehicles, 
as purchasing outright or via credit is generally 
more expensive. The most well-known companies 
in this segment include Gazprombank Leasing, 
Alfa-Leasing, Sberbank Leasing, Europlan, VTB 
Leasing, and Reso Leasing.25 According to a re-
view by Kept, key trends in the leasing sector are 
the increase in electric vehicles, digitalization 
of leasing processes, market consolidation by 
major players (the top 10 companies account for 
over 80% of business volume and portfolio), and 
steady growth averaging 17% annually during 
2019–2022.26

Micromobility (kick-sharing, bike-sharing) 
involves the use of lightweight vehicles traveling 
at speeds up to 25 km/h for short trips —  usu-
ally within urban areas and distances up to 8 km. 
The most popular companies in this segment are 
Whoosh, Urent, and E-motion. According to the 
Russian kick-sharing market review by B 1, key 
trends include the expansion of transport acces-

22 URL: https://www.autostat.ru/infographics/52031/
23 URL: https://www.datainsight.ru/sites/default/files/DI_
AutoGoods_2019.pdf?oft_id=407521&oft_k=DtZ1CsAH&oft_lk= 
LbzOrf&oft_d=637232191513900000
24 URL: https://www.consultant.ru/document/cons_doc_
LAW_20780/
25 URL: https://assets.kept.ru/upload/pdf/2023/11/ru-car-leasing-
in-russia-kept-survey.pdf
26 URL: https://b1.ru/analytics/b1-car-sharing-in-russia-survey/?y
sclid=lzbpzq2hqg735796148

sibility for personal mobility devices (PMDs)—a 
separate category in traffic regulations that does 
not require a driver’s license —  and growing de-
mand for micromobility due to congested city 
roads and consumer preference for more con-
venient short-distance travel options.27

Taxi services have faced several challenges in 
2023, including a shortage of drivers (72,000 as 
of September 2023), caused by migrant outflow 
and worker shifts to other industries; a 1.5-fold 
increase in operator expenses since 2021, which 
has impacted ride prices for end users; a short-
age of popular vehicle models and fleet aging; 
and a 13.6%.28 reduction in active taxi permits 
since 2021.

Based on this analysis, the key problem areas 
are the dependence on imported software and 
components, highlighting the need for produc-
tion localization, and intense intra-industry 
competition, which drives the search for new 
revenue sources and the creation of competitive 
advantages.

In 2018, vehicle and auto parts aggregators 
already existed, enabling dealers and manu-
facturers to sell online. These aggregators met 
customer needs by allowing them to search for 
and compare cars based on desired features and 
make purchases with one click. For key market 
players, they created additional trusted sales 
channels among motorists. Additionally, major 
Russian banks offered auto leasing by purchas-
ing vehicles and leasing them to both B 2C and 
B 2B clients.

Regarding the transformation of the supply 
chain and value chain, changes affected the fol-
lowing aspects (see figure):

• Production process. In 2022, following 
leading automotive companies, foreign OEM 
manufacturers exited the market, resulting in 
most of their factories being transferred to the 
ownership of the Federal State Unitary Enter-
prise “NAMI.” These facilities are being consid-

27 URL: https://b1.ru/b1-kicksharing-survey-2022/
28 URL: https://ac.gov.ru/uploads/publications/taxi_app.pdf
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ered by Asian countries for further deepening 
of localized production. There was a radical 
shift in market share actors. Two of the largest 
importers —  Volkswagen Group Rus (VG) and 
Mercedes-Benz Rus (MBR) —  merged with ma-
jor dealer networks “Avilon” and “Avtodom,” re-
spectively, transferring the automakers’ assets 
to dealer ownership. Considering changes in 
the external and internal environment, current 
manufacturers focused on developing subscrip-
tion services, producing hybrids and electric 
vehicles, as well as deepening vehicle assembly 
and localization, which requires cooperation 
with government authorities.

• Administrative process. New formats 
emerged in the automaker-importer-dealer-
customer chain, bypassing dealers. For exam-
ple, Tesla, operating worldwide, provided direct 
service and financial offerings to custom-
ers without intermediaries. In Russia in 2018, 
Mercedes-Benz Rus opened a service station 
in its flagship showroom but had to close it by 
year-end due to financial constraints limiting 
project scaling. In response to market trans-
formation, since 2020, dealers have focused on 
securing uninterrupted parts supplies, sourcing 
high-quality local substitutes to optimize costs, 
automating customer journeys and business 
processes, and developing unique warranty pro-
grams that mirror those offered by importers.

Sales channels for key market players. In 2019, 
due to the pandemic and retail shifting online, 
subscription models appeared among automakers, 
alongside online sales, including those by dealers. 
In 2020, manufacturers and dealers gained the 
opportunity to sell cars through marketplaces. 

“Avtomir” was the first to launch sales via Ozon. 
Audi’s distributor ran a special project with Lam-
oda to attract the marketplace’s loyal audience 
and launch marketing campaigns. In 2022, Tinkoff 
Bank and the SBER ecosystem began piloting 
sales projects through their own online platforms 
targeting motorists, involving dealers and service 
centers in bonus programs (“Spasibo”), cashback 
initiatives, and BNPL projects (Plait, Dolyami). 
The “Lukoil” and “Yandex.Zapravki” gas station 
networks used special dealer offers as part of pilot 
projects for booking maintenance and services 
through mobile apps operating on a “one-stop-
shop” principle. For main market players, these 
partnerships opened new opportunities to expand 
sales channels, attract new customers, and in-
crease loyalty through collaborative initiatives.

• New B 2B client. Carsharing companies 
started actively launching pilot projects related 
to business models and service promotion. To 
support their core operations, they began pur-
chasing vehicle fleets from major dealers.

Thus, changes affected every aspect of the 
chain —  from production to sales channels —  in-

Fig.  Value Chain in 2018–2023
Source: compiled by the authors.
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cluding the emergence of new B 2B clients and 
new players in the automotive market.

CONCLUSION
Currently, the automotive industry —  both in 

Russia and globally —  is undergoing significant 
changes. As a result, the domestic automotive 
market has transformed across all stages of the 
value creation chain. Based on the analysis con-
ducted, the following key trends and changes can 
be identified:

• following the exit of major importers, there 
is consolidation among certain dealers and au-
tomakers, with foreign manufacturers’ assets be-
ing transferred to state-owned companies;

• government policy is focused on full locali-
zation of production;

• share of Chinese brands is increasing 
among official dealers;

• the domestic market is strengthening due 
to growth in the used car segment, represented 
by both official and “grey” dealers;

• in line with the global environmental agen-
da, production and sales of electric vehicles in 
Russia are increasing;

• shared mobility and on-demand mobility 
models have emerged and are actively spread-
ing, reflecting a shift from product-centric to 
service-centric business models and digital plat-
forms;

• sales channels, amid global digitalization, 
are transitioning from traditional dealer centers 
to online sales.

Thus, significant changes occurred in the Rus-
sian automotive industry in 2023, compelling all 
market participants to transform their existing 
business models to remain competitive under 
the new conditions.
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ABSTRACT
Relevance of information. In 2015, the total quantities of gold reserves of the major BRICS countries (Russia, China and 
India) were 3423 tonnes, which had an aggregate value of 131,322 billion USD. In 2024, the overall gold reserves of 
these three countries totaled 5260 tonnes with the entire value of 304,434 billion USD, which means, the mass index 
has increased from 1 to 1.54 and the value index has grown from 1 to 2.32 during the period under review (2015–2024). 
Currently, the combined gold reserves of the BRICS countries account for 17 to 20 per cent of the entire global gold 
reserves. Methods. The given article uses the Orange software to forecast the amount and value of gold reserves of the 
BRICS countries (Russia, China and India) for the period of 2015–2029 at equal annual intervals. Findings. In the course 
of the study, the author comes to conclusions, that, in the near future, the BRICS countries will play an important role in 
the global economy, due to their own huge reserves of natural resources. The numerical analytic research presented in 
this article confirms this conclusion.
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INTRODUCTION
Precious metals (gold, silver, platinum and pal-
ladium) are not just common natural resources. 
They are vital elements that have a significant 
impact on international economy. They contrib-
ute to economic stability and become an inte-
gral part of the global financial system due to 
their role of investment instrument, saving and 
trade [1–4].

The BRICS group of countries obtains immense 
reserves of these precious metals. For instance, 
Russia and South Africa are among the world larg-
est producers of platinum with combined output 
reaching nearly 80 per cent of the global total 
amount. Besides, Russia, China and India own 
approximately 17 per cent of the world’s reserves 
of gold. We shall focus exactly on this aspect in 
the given article [5–8].

Gold has become one of the most ancient and 
most important precious metals, used by the hu-
manity for many centuries. It played a crucial role 
for developing economic and social systems. It has 
unique properties and it is a symbol of wealth and 
stability. Gold represents an inverse correlation 

with economic fluctuations: investors often use it 
as a means of protection against inflation [9–13].

The World Bank reports, that gold reserve con-
tributes to consolidation of confidence in national 
currencies demonstrating its economic and po-
litical stability. Besides, gold mining makes an 
important source of state income: it contributes 
to economic development of the state, including 
the growth of employment opportunities. [14–17].

Gold remains the major commodity in inter-
national trade and, as the research of OECD has 
revealed, it is still regarded a stable and consider-
able asset since it facilitates to maintain national 
balance of payments and increases economic sta-
bility [20–22].

THE MAIN PART
The author used the indicators of the early 2015 
as a basis (namely, as 1) for calculation of the 
average gold reserves of Russia, China and In-
dia. At that time, the average mass index of gold 
reserves of the BRICS countries amounted 3.423 
tonnes, and the average value index of 131,322 
billion USD.

A.M.A. Hakki 

Table 1
Russia’s gold reserves for the period 2015–2024

Year / Indicator Mass. tonnes Mass index Value. billion USD Cost index

2015 1208.00  1.00 46.088 1.00

2016 1415.00 1.17 48.562 1.05

2017 1615.00 1.34 60.194 1.24

2018 1838.00 1.52 76.647 1.27

2019 2113.00 1.75 86.903 1.44

2020 2271.00 1.88 110.376 2.39

2021 2299.00 1.90 138.754 3.01

2022 2300.00 1.90 133.070 2.89

2023 2333.00 1.93 136.077 2.95

2024 2340.00 1.94 140.415 3.05

Source: compiled by the author from: URL: https://ru.wikipedia.org/wiki/Золотой_резерв_России; https://cbr.ru/hd_base/mrrf/mrrf_m /
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Table 1 contains the data on the gold reserves in 
the Russian Federation, their value, as well as their 
index value for the period of 2015 through 2024.

Table 1 also illustrates that the Russian Federa-
tion has considerably increased its gold reserves 
within the last ten years. The volume of reserves 
has nearly doubled (by 94 per cent), and their 

value has almost tripled, which indicates the ac-
tive national policy aimed to accumulate the gold 
as a strategic asset.

Table 2 contains the data on the gold reserves 
of China for the period of 2015–2024.

The presented data indicates a considerable 
increase of both physical amount of gold reserves 

Table 2
China’s gold reserves for the period 2015–2024

Year / Indicator Mass. tonnes Mass index Value. billion USD Cost index

2015 1658.00 1.00 63.247 1.00

2016 1842.00 1.11 63.237 1.00

2017 1842.00 1.11 68.646 1.09

2018 1864.00 1.12 77.722 1.23

2019 1948.00 1.17 80.103 1.27

2020 1948.00 1.17 94.664 1.50

2021 1948.00 1.17 117.590 1.86

2022 1948.00 1.17 112.686 1.78

2023 2100.00 1.27 122.499 1.94

2024 2100.00 1.27 126.000 1.99

Source: сompiled by the author from: URL: https://www.gold.org

Table 3
India’s gold reserves for the period 2015–2024

Year / Indicator Mass. tonnes Mass index Value. billion USD Cost index

2015 557.00 1.00 21.985 1.00

2016 557.00 1.00 24.215 1.10

2017 558.00 1.00 24.0508 1.09

2018 560.00 1.01 24.218 1.10

2019 618.00 1.11 27.696 1.26

2020 687.00 1.23 30.532 1.39

2021 754.00 1.35 33.232 1.51

2022 787.00 1.41 34.403 1.56

2023 800.00 1.44 37.393 1.70

2024 820.00 1.47 38.019 1.73

Source: compiled by the author from: URL: https://www.rbi.org.in
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(increase in the index to 1.27) and their value 
(increase in the index to 1.99) within the given 
period.

Table 3 contains the data on the gold reserves 
of India and their value for the period of 2015–
2024: within this time, the country has indicated 
a considerable increase in its mass index to 1.47 
and the value index to 1.73.

As far as Brazil (Table 4) and South Africa 
(Table 5) are concerned, they own much smaller 
gold reserves, than those three above-mentioned 
countries.

Table 6 contains the general data on the gold 
reserves of the BRICS countries: during the peri-
od under review, their total mass index increased 
to 1.53 and the value index to 2.31.

Table 4
Brasil’s gold reserves for the period 2015–2024

Year / Indicator Mass. tonnes Mass index Value. billion USD Cost index

2015 67.20 1.00 2.564 1.00

2016 67.29 1.00 2.309 0.90

2017 67.29 1.00 2.508 0.98

2018 67.36 1.00 2.809 1.10

2019 67.36 1.00 2.770 1.08

2020 67.36 1.00 3.274 1.28

2021 129.65 1.93 7.825 3.05

2022 129.65 1.93 7.501 2.93

2023 129.65 1.93 7.562 2.95

2024 129.65 1.93 7.780 3.03

Source: compiled by the author from: URL: https://tradingeconomics.com/brazil/gold-reserves

Table 5
South Africa’s gold reserves for the period 2015–2024

Year / Indicator Mass. tonnes Mass index Value. billion USD Cost index

2015 125.20 1.00 4.777 1.00

2016 125.25 1.00 4.299 0.90

2017 125.30 1.00 4.670 0.98

2018 125.35 1.00 5.227 1.09

2019 125.40 1.00 5.157 1.08

2020 125.40 1.00 6.095 1.28

2021 125.40 1.00 7.568 1.58

2022 125.45 1.00 7.258 1.52

2023 125.45 1.00 7.317 1.53

2024 125.45 1.00 7.528 1.58

Source: compiled by the author from: URL: https://tradingeconomics.com/south-africa/gold-reserves

A.M.A. Hakki 
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Table 7 contains the data on the gold reserves of 
Russia, China and India: within the period under 
review, the countries had a significant increase in the 
mass index up to 1.54 and the value index up to 2.32.

Table 8 presents the percentage of the gold 
reserves of each of the BRICS countries to its to-
tal. Obviously, Russia, China and India have the 
highest results.

Figure 1 presents the following change in the 
mass of the total gold reserves of Russia, China 
and India over the period under review.

Using Orange software the author made a fore-
cast of gold reserves of Russia, China and India 
for the period of 2025–2029 (Table 9).

Thus, the gold reserves of these countries will 
expectedly reach 5,334 tonnes in 2025 (mass in-

Table 6
Gold reserves of the BRICS countries for the period 2015–2024

Year / Indicator Mass. tonnes Mass index Value. billion USD Cost index

2015 3615.40 1.00 138.66 1.00

2016 4006.54 1.11 142.62 1.03

2017 4207.59 1.16 160.07 1.15

2018 4454.71 1.23 186.62 1.35

2019 4871.76 1.35 202.63 1.46

2020 5098.76 1.41 244.94 1.77

2021 5256.05 1.45 304.97 2.20

2022 5290.10 1.46 294.92 2.13

2023 5488.10 1.52 310.85 2.24

2024 5515.10 1.53 319.74 2.31

Source: сompiled by the author from: URL: http://www.cbr.ru/hd_base/? PrtId=mrrf_m; https://www.gold.org; https://www.rbi.org.in; 
https://tradingeconomics.com/brazil/gold-reserves

Table 7
Gold reserves of Russia, China, India for the period 2015–2024

Year / Indicator Mass. tonnes Mass index Value. billion USD Cost index

2015 3423 1.00 131.322 1.00

2016 3814 1.11 136.015 1.04

2017 4015 1.17 152.891 1.16

2018 4262 1.25 178.587 1.36

2019 4679 1.37 194.702 1.48

2020 4906 1.43 235.573 1.79

2021 5001 1.46 289.577 2.21

2022 5035 1.47 280.159 2.13

2023 5233 1.53 295.971 2.25

2024 5260 1.54 304.434 2.32

Source: compiled by the author from: URL: http://www.cbr.ru/hd_base/? PrtId=mrrf_m; https://www.gold.org; https://www.rbi.org.in; 
https://tradingeconomics.com/brazil/gold-reserves
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Table 8
Gold reserves of each BRICS country in percentage proportion relative to the entire BRICS 

group for the period 2015–2024

Year /  Country Russia, % China, % India, % South Africa, % Brazil, %

2015 33.41 45.86 15.41 3.46 1.86

2016 35.32 45.97 13.90 3.13 1.68

2017 38.38 43.78 13.26 2.98 1.60

2018 41.26 41.84 12.57 2.81 1.51

2019 43.37 39.99 12.69 2.57 1.38

2020 44.54 38.21 13.47 2.46 1.32

2021 43.74 37.06 14.35 2.39 2.47

2022 43.48 36.82 14.88 2.37 2.45

2023 42.51 38.26 14.58 2.29 2.36

2024 42.43 38.08 14.87 2.27 2.35

Source: compiled by the author from: URL: https://www.gold.org

Fig 2. Gold reserves of Russia, China, India dollars 
for the period 2015–2024, in billion USD

Source: сompiled by the author from: URL: http://www.cbr.ru/
hd_base/? PrtId=mrrf_m; https://www.gold.org; https://www.rbi.org.
in; https://tradingeconomics.com/brazil/gold-reserves

Fig. 1. Gold reserves of Russia, China, India for 
the period of 2015 to 2024, in tonnes

Source: compiled by the author from: URL: http://www.cbr.ru/
hd_base/? PrtId=mrrf_m; https://www.gold.org; https://www.rbi.org.
in; https://tradingeconomics.com/brazil/gold-reserves
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dex 1.56) and 5,586 tonnes in 2029 (mass index 
1.63). Using the same Orange software the author 
prognosticated gold reserves in tonnes  (Fig. 3) 

and values equivalent (Fig. 4) for the countries 
mentioned above for the period 2015–2024 and 
the prognosis implied until the end of 2029. 
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Table 9
Forecasted gold reserves of Russia, China, India for the period 2025–2029, in tonnes

Year / Index Mass, tonnes
(average) Mass index (average) Mass, tonnes (minimum) Mass, tonnes 

(maximum)

2025 5334 1.56 5072 5596

2026 5403 1.58 4933 5874

2027 5468 1.60 4772 6164

2028 5529 1.62 4593 6465

2029 5586 1.63 4397 6775

Source: сompiled by the author.

 Fig. 3. Gold reserves of Russia, China, India  
for the period 2015–2024 with a forecast 

until the end of 2029, in tonnes
Source: сompiled by the author.

 Fig. 4. Gold reserves of Russia, China, India for 
the period 2015–2024 with a forecast until 

the end of 2029, in billion USD
Source: сompiled by the author.

Table 10
Forecast gold reserves of Russia, China, India  
and value index for the period 2025–2029

Year / Index Value. billion USD 
(average)

Value index 
(average)

Value. billion USD 
(minimum)

Value. billion USD 
(maximum)

2025 321.572 2.45 291.389 351.756

2026 338.71 2.58 294.138 383.282

2027 355.847 2.71 299.041 412.653

2028 372.983 2.84 304.925 441.041

2029 390.118 2.97 311.367 468.870

Source: сompiled by the author.
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According to the Orange software, the gold 
reserves of the three countries under considera-
tion are prognosticated to reach 321,572 billion 
USD in 2025 (value index 2.45), and 390,118 bil-
lion USD in 2029 (value index 2.97) as presented 
in Table 10.

CONCLUSIONS  
AND RECOMMENDATIONS 

Due to increasing demand from local and 
international investors, as well as a favorable 
economic situation, the author has made the 
following conclusions based on contemporary 
trends and forecasts. 

According to the prognoses, the total gold re-
serves of the BRICS countries will grow stead-
ily within the period 2025-2029. In view of this, 
platforms, which use digital and AI-based tech-
nologies will play an important role to facilitate 
a better quality of customer service, simplify the 
buying and selling process, and make them more 
transparent and efficient.

The governments of Russia, China and India 
will eventually support foreign investors in 2025 
and 2029 by offering them incentives. This will 
help strengthen confidence in the precious met-
als market, especially gold, and subsequently at-
tract additional investment.

It appears that the precious metals market 
will remain a safe and promising area for invest-
ments: it will remain attractive due to its ability 
to overcome global economic shocks such as in-
flation and growing interest rates.

The build-up of gold reserves by the BRICS 
countries is of paramount importance for their 
economic and defense strategies. This is regard-
ed to a number of common objectives, such as 
the following:

• strengthening global financial stability;
• weakening the influence of foreign currencies;

• increasing confidence of investors and 
markets;

• diversifying reserve assets;
• getting ready for possible geopolitical cri-

ses;
• strengthening the national currencies of 

the BRICS countries;
• using the benefits of rising gold prices. 
The development of a digital payment system 

within the BRICS framework will lead to the fol-
lowing opportunities, namely:

• reducing dependence on the US dollar;
• avoiding sanctions risks from the USA and EU;
• simplifying settlements in national cur-

rencies;
• stimulating intra-regional trade;
• ensuring financial independence (as an al-

ternative to the West-controlled SWIFT).
The entrance of the Gulf countries (particu-

larly Saudi Arabia and the UAE) to BRICS alli-
ance will result into significant opportunities, 
namely:

• increasing total gold reserves (due to large 
gold reserves and resources of these two coun-
tries);

• enhancing currency stability and confi-
dence in the BRICS financial system;

• increasing opportunities for investment 
and trade;

• reducing dependence on the oil and gas 
sector;

• curbing inflation and reducing the cost of 
goods and services;

• developing technological and energy coop-
eration which will lead to increased production 
efficiency.

Thus, interaction in these areas contributes 
to economic development, implementation of 
infrastructure projects and long-term stability 
of the BRICS countries.
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Foreign trade between Russia and China has 
actively developed over several decades. The 
rapprochement of the two countries in the late 

1980s and 1990s was facilitated by changes in the 
political priorities of the Russian leadership, various 
economic and political events occurring in both 
states, the gradual expansion of small-scale shuttle 
trade as well as military and technical cooperation. 
In the 2000s intensive bilateral cooperation in the 
energy sector began. China’s opening to the outside 
world, the relocation of global manufacturing and 
the growth of investments in the country’s economy 
created a significant demand for energy resources. To 
supply it the pipeline construction was undertaken 
in the Asian part of Russia during this period. By 
2004 the volume of Russian oil exports to China had 
increased twentyfold 1 compared to the levels of the 
late 1990s. In the following years Russia became one 
of the largest suppliers of oil to the Chinese market.

Figure 1 illustrates the dynamics of export and 
import volumes between the two countries.

The COVID-19 pandemic and the new remote 
lifestyle adopted by Russians in 2020 led to an 
expansion of e-commerce and electronics exports 
from China including laptops and tablets which 
increased by 39% and 29% respectively 2 as well 
as smartphones.

Recent events have also contributed to a further 
sharp pivot of Russia towards the East [1]. Amidst 
sanctions imposed by Western countries Russia 
entered the group of China’s four largest trading 
partners —  alongside the USA, Japan and South 
Korea —  rising from 10th place 3 over the past four 
years in terms of trade turnover.

Russia’s share accounts for 4.04% of China’s 
foreign trade turnover whereas in 2020 this figure 
was only 1.8%.4 China for its part has been the 

1 URL: https://baijiahao.baidu.com/s?id=1607110579666204754&
wfr=spider&for=pc
2 URL: https://news.cctv.com/2021/01/29/ARTIJYW2dN  
7RVMX5hTKWwieK210129.shtml
3 URL: http://k.sina.com.cn/article_1893892941_70e2834d02
001ixs4.html; http://www.mofcom.gov.cn/aarticle/jiguanzx/ 
201901/20190102829378.html
4 URL: http://ro.mofcom.gov.cn/article/ztdy/202303/20230303397144.
shtml

largest foreign trade partner of Russia for over a 
decade accounting for one-third of Russia’s total 
foreign trade turnover.

The most significant growth in bilateral trade 
volume has been observed in the last three years 
(2022–2024): in 2022 trade increased by 29.3% 
compared to 2021 reaching a record $ 190.3 bil-
lion; in 2023 it exceeded $ 240 billion 5 growing 
another 26.3%; and for the first nine months of 
2024 trade amounted to $ 180.36 billion.6

Due to China’s 74% 7 expansion in raw mate-
rial imports in the first half of 2022 the volume 
of imports from Russia exceeded Chinese exports 
by almost 1.5 times.

In 2023 following a period of adaptation to 
sanction conditions the reorientation of the 
Russian market towards eastern foreign trade 
partners, procurement of alternative Chinese-
made products, optimization of logistics systems, 
the beginning of mutual settlements in national 
currencies, the lifting of COVID-19 restrictions 
and the resumption of air traffic between the two 
countries China increased its deliveries to Russia. 
Export volumes grew by 46.9%, imports by 12.7%, 
although the value of imports from Russia still 
exceeded the value of exports by 16%.8

Bilateral trade growth continued in 2024 de-
spite payment difficulties and a 20% reduction in 
supplies of goods classified as dual-use including 
trucks, tractors, water heaters, pumps and electri-
cal communication equipment and etc.9

The total value of imports from Russia again 
exceeded exports 10 by a factor of 1.17. This was 
supported not only by a 24% increase in raw ma-

5 URL: http://www.customs.gov.cn/customs/302249/zfxx
gk/2799825/302274/302275/5624373/index.html
6 URL: https://baijiahao.baidu.com/s?id=1812974194322646362&wfr
=spider&for=pc
7  U R L :  h t t p s : / / w w w.ve d o m o s t i . r u / b u s i n e s s / a r t i c l e s / 
2022/09/21/941795-kitai-zakupil-energonositeli; https://baijiahao.
baidu.com/s?id=1777088211094813824&wfr=spider&for=pc
8 URL: https://finance.ifeng.com/c/8WlbwRvNtN 8
9 URL: https://www.alta.ru/external_news/110001/?ysclid=lxc4bst
3hc615211202
10 URL: https://baijiahao.baidu.com/s?id=1812974194322646362&
wfr=spider&for=pc
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terial exports —  a 64% rise in aluminum and alu-
minum products and a 15% 11 increase in metal 
ores but also by the lifting of Chinese restrictions 
on Russian food exports at the beginning of 2024. 
This led for example to a 5.5-fold 12 increase in 
Russian wheat and meslin deliveries to China 
and a growth in purchases of Russian fertilizers.

In terms of structure the mutual trade can be 
considered complementary [2, 3]: on one hand, it 
supplies the Chinese economy with oil, natural gas, 
coal, ores and timber; on the other hand, Russian 
exports remain largely raw-material-based with 
these commodity groups accounting for two-thirds 
of Russian exports to China.

The second largest category of Russian exports 
to China is wood processing products, which ac-
count for 5.33%.

The third largest is agro-industrial products 
(4.6% 13) 79% of which is ensured by Russian ex-
ports —  primarily frozen fish (18.0%), rapeseed 
oil (17.0%), crustaceans (13.9%), sunflower oil 

11 URL: https://www.interfax.ru/russia/941154. URL: https://clck.
ru/3LAi4y
12 URL: https://clck.ru/3LAiH5
13 URL: https://tass.ru/ekonomika/20616693?ysclid=lxaslgf
ao112818855

(10.5%) and soybeans (7.8% 14). In 2023 this ex-
port segment increased by 1.5 times. Thus China 
has become the world’s largest buyer of Russian 
food products accounting for 20% of Russia’s total 
global food exports.15

Machinery and equipment constitute a very 
small share of Russian exports (0.37% 16), most of 
which is energy engineering products.

China’s export sector is significantly more di-
versified and technologically advanced: over 40% 
of its shipments consist of industrial electrical 
equipment, consumer electronics and medical 
equipment 17; about 20% are automobiles, aircraft, 
ships and transport equipment; nearly 12% are 
chemical products and plastic goods; and 9.3% 
are textile products and materials.

The provinces contributing most to the devel-
opment of China’s economy and foreign trade 
are Guangdong, Jiangsu, Zhejiang and Shandong 
(see Table 1).

The high level of development of these coastal 
regions (see Fig. 2) is due to their geographical 

14 URL: https://aemcx.ru/wp-content/uploads/2024/04/obzor_ved_
kitajskaya_narodnaya_respublika.pdf
15 URL: https://aemcx.ru/export/rusexport/
16 URL: clck.ru/3LAimT
17 URL: https://www.163.com/dy/article/IMQ53RD 4055641S 7.html

Yu.M. Shiganova

Fig. 1. Dynamics of Foreign Trade Volumes Between Russia and China in 2000–2023  
(billion USD)

Source:  compiled by the author.
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location, availability of natural resources, close 
ties with the Chinese overseas diaspora, their 
selection as pilot zones for the initial reforms 
launched in the late 1970s under the policy of 
reform and opening-up, as well as the economic 
development of their port cities.

The gross regional product (GRP) of Guangdong 
Province, the most economically developed region 
in China, which accounts for 20.8% of China’s for-
eign trade turnover, exceeded the GDP of Russia 
and South Korea in 2019 18 and nearly approached 
that of Canada.

In 2024, Guangdong’s foreign trade demon-
strated significant growth following a sharp slow-
down in 2023 (12.8% and 0.3%, respectively 19). 
This powerful economic center of China is one of 
the key suppliers to the Russian market, account-
ing for one-sixth of the entire bilateral foreign 
trade turnover.20

Despite a decline in foreign trade volumes be-
tween the province and its main partners (negative 
export growth to the USA and EU, and imports 
from ASEAN countries, Japan, and South Korea), 

1 8  U R L :  h t t p : / / h e n a n . c h i n a . c o m . c n / m / 2 0 2 1 – 0 1 / 2 6 /
content_41452117.html
19 URL: https://finance.eastmoney.com/a/202401162963313598.
html
20 URL: https://static.nfapp.southcn.com/content/202312/07/
c8377819.html

Guangdong’s exports and imports to and from 
Russia grew by 36.5% in 2023 (compared to 23.6% 21 
in 2022). As of June 2024, this figure increased by 
26.5% 22 year on year.

The structure of Guangdong’s exports and 
imports corresponds with that of Russia-China 
trade: Russian imports mainly consist of equip-
ment for automated data processing, household 
appliances, mobile phones, electrical equipment, 
electronic components, and toys; exports include 
natural gas, coal, agricultural products, crude oil 
and petroleum products, and paper goods. Cur-
rently, electrical products account for 65.4% 23 of 
Guangdong’s total exports, primarily lithium-
ion batteries, solar panels, and electric vehicles. 
Among Chinese regions, Guangdong is the largest 
exporter of agricultural products to Russia —  its 
share reached 19.1% 24 in 2023, driven by a 27% 
increase.

The value of Guangdong’s exports to Russia is 
3.75 times higher than the value of imports, ac-
counting for 82.5% of the province’s foreign trade 

21 URL: https://www.21jingji.com/article/20240330/herald/c8e05a2
70f72a939a882ecd7e5db111b.html
2 2  U R L :  h t t p s : / / n e w s . s i n a . c n / 2 0 1 9 – 0 6 – 0 4 / d e t a i l -
ihvhiqay3592131.d.html
23 URL: https://finance.eastmoney.com/a/202401162963313598.
html
24 URL: https://www.yangjiangea.com/nd.jsp?id=300

Table 1
Statistical Data for the Four Leading Chinese Provinces by Gross Regional Product (GRP) in the 

First Half of 2024*

Province GRP (billion 
yuan)

Share of 
China’s GDP 

(%)

Rank 
among 
Chinese 
regions

Export and 
import 
volume 

(billion yuan)

Share in 
China’s 

foreign trade 
(%)

Change in foreign 
trade turnover in 2024 
compared to 2023 (%)

Guangdong 6524.25 10.6 1 5949.95 20.8 12.8

Jiangsu 6332.63 10.3 2 364503 12.8 8.5

Shandong 4667.7 7.6 3 2197.94 7.7 3

Zhejiang 4092 6.6 4 3489.72 12.2 7.4

Source:  compiled by the author.
Note:  * —  data on foreign trade of regions are given for January-August 2024.
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turnover.25 This ratio is due to the technological 
nature of the products, whose volumes and pro-
duction costs determine this balance.

Economically developed Zhejiang and Jiangsu 
provinces also lead among Chinese regions in 
export volumes to Russia. Alongside Guangdong, 
they are the largest suppliers of 16 product cat-
egories to the Russian market, accounting for over 
50% of the export value of these goods.

Foreign trade in Shandong Province showed 3% 
growth in 2024, partly due to a one-third increase 
in trade turnover with Russia in 2023 26 —  the high-
est among all partner regions. Russia ranks sixth 
in Shandong’s foreign trade turnover and second 
in imports.27

25 URL: https://www.21jingji.com/article/20240330/herald/c8e05a
270f72a939a882ecd7e5db111b.html; URL: https://baijiahao.baidu.
com/s?id=1799286755435302857&wfr=spider&for=pc
26 URL: https://finance.eastmoney.com/a/202401132961378381.
html; https://baijiahao.baidu.com/s?id=1788345323400117626&w
fr=spider&for=pc
27 URL: https://baijiahao.baidu.com/s?id=1770003244567773392&
wfr=spider&for=pc

Shandong is China’s leading exporter of agri-
cultural products (21.2% 28 of the national total), 
one of the major exporters of agricultural products 
to Russia, and the leading importer of such prod-
ucts from Russia. However, Russian agricultural 
exports to Shandong are 2.6 times higher in value 
than imports.29

Regarding Zhejiang Province, key factors driving 
the development of bilateral trade include the pres-
ence of the world’s largest international wholesale 
Futian market located in the city of Yiwu; the launch 
in 2018 of direct container railway shipments from 
Yiwu to Moscow; automobile manufacturing (includ-
ing Zhejiang Geely Holding Group Co., Ltd.); strong 
e-commerce performance with Russia, accounting for 
one-sixth of the province’s total volume 30; and the 
expansion of the free trade zone within the province.

28 URL: https://baijiahao.baidu.com/s?id=1788345323400117626&
wfr=spider&for=pc
29 URL: https://www.yangjiangea.com/nd.jsp?id=300
30 URL: https://zjic.zj.gov.cn/zkdt/rdzx/202305/t20230510_9554351.
shtml

Fig. 2. Guangdong, Zhejiang, Jiangsu, Shandong Provinces on the Map of China

Source:  compiled by the author.
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The foreign trade statistics of these regions 
are impressive, but to understand the share of 
Russia in their foreign trade turnover, we refer to 
the data in Table 2.

For Russia, Guangdong Province ranks as the 
second largest Chinese region in terms of foreign 
trade volume; however, its foreign trade turnover 
with Russia (1.72%) is 9 to 10 times smaller than 
with Hong Kong, the USA, and EU countries.31 Even 
for Shandong Province, where Russia’s share in 
foreign trade is significantly higher (7.04%), the 
leading partners remain ASEAN countries (19.9% 
of the total foreign trade turnover,32 primarily Ma-
laysia). In other words, for China’s economically 
leading regions, Russia is not a key trading partner.

Against the backdrop of intensified bilateral 
cooperation in the trade and economic sphere, the 
traditional development of foreign trade in bor-
der regions has become even more active. While 
northeastern territories of China were previously 
involved in this area, recently northwestern re-
gions have also begun to participate (see Table 3).

The absolute trade volumes of these regions 
remain modest despite their double-digit growth 
rates in foreign trade turnover (with Tibet ac-

31 URL: https://baijiahao.baidu.com/s?id=1788252767253714867&
wfr=spider&for=pc
32 URL: http://news.iqilu.com/shandong/shandonggedi/ 
20240127/5592100.shtml

counting for 0.024%,33 XUAR for 0.77%, and IMAR 
for 0.41%). Moreover, not all areas of the PRC 
contribute equally to this turnover. For instance, in 
2023, the foreign trade turnover of Inner Mongolia 
increased by almost 30%,34 mainly due to a 41% 
growth in trade with the Mongolian People’s Re-
public and a 79.1% increase in trade with Russia,35 
largely driven by Russian exports of food products, 
grains, and vegetable oils. At the same time, Ti-
bet’s growth is linked to a sharp rise in exports to 
Nepal and Central Asian countries, which may be 
associated with the development of new routes 
for indirect supplies to Russia.

According to 2023 data, Heilongjiang Province 
ranked sixth in China in terms of foreign trade 
growth rate (13.3% 36) (see Fig. 3). Since 2017, it has 
been the leader in Russia-China trade, accounting 
for 15% 37 of bilateral trade turnover.

The development of bilateral trade has con-
tinued over several decades. During the period 
from 2016 to 2019 the average annual growth 
rate was 27.9%.38 For this region Russia is a key 

33 URL: https://finance.eastmoney.com/a/202401132961378381.
html
34 URL: https://russian.news.cn/20240123/8d2dc2edefaf49339f45d
b34834a6c50/c.html
35 URL: https://static.nfapp.southcn.com/content/202401/13/
c8502003.html
36 Ibid.
37 URL: https://sputniknews.cn/amp/20230912/1053294707.html
38 URL: http://m.people.cn/n4/0/2020/1202/c30–14598627_3.html

Table 2
Foreign Trade Indicators and Russia’s Share in the Foreign Trade Turnover of China’s Four 

Largest Provinces in 2023

Province Foreign trade turnover in 
2023, billion yuan

Foreign trade turnover with 
Russia in 2023, billion yuan

Share of foreign trade turnover 
with Russia in the province’s total 
foreign trade turnover, in 2023,%

Guangdong 8304.07 143.17 1.72

Jiangsu 4900 186.06 3.79

Shandong 5250 123.53 2.3

Zhejiang 3260 229.6 7.04

Source:  compiled by the author.
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partner, accounting for 69% of its total foreign 
trade volume.39

This is partly due to the role of a gateway for 
the openness to the Russian Far Eastern regions 

39 URL: https://ftz.hlj.gov.cn/dbyzx/2804.html

and was facilitated by the process of revitaliz-
ing the old industrial base of Northeast Chinese 
provinces, initiated by the government in the 
early 2000s. This process resulted not so much 
in an industrial sector renewal as in increased 
attention to local issues, development and im-

Table 3
Regions of China with the Highest Foreign Trade Growth Rates in January-November 2023

Region Foreign Trade Turnover Growth Rate, %

Tibet Autonomous Region (TAR) 146.3

Xinjiang Uyghur Autonomous Region (XUAR) 47.4

Inner Mongolia Autonomous Region (IMAR) 29.7

Qinghai Province 16.3

Hainan Province 15.5

Heilongjiang Province 13.3

Source: compiled by the author: URL: https://finance.eastmoney.com/a/202401132961378381.html

Fig. 3. Heilongjiang Province and North-Eastern Regions of China on the Map of the PRC

Source:  compiled by the author URL: https://ruchina.org/china-cities-provinces.html

 

 

 
 

Yu.M. Shiganova



110

The World of New Economy • Vol. 19, No. 2’2025 WNE.FA.RU

provement of infrastructure and the establish-
ment of the Harbin and other Special Economic 
Zones (SEZs) in 2019, oriented towards coopera-
tion with Russia. Additional factors included the 
construction of transport hubs, ports, logistics 
facilities; the inauguration of the Russia-China 
oil pipeline in 2011; and the hosting of the Har-
bin International Trade and Economic Fair and 
the Russia-China Expo.

The value of Heilongjiang’s imports from Rus-
sia exceeds its exports by 6.7 times (for the first 
eight months of 2023: 116.69 and 17.37 billion 
yuan, respectively 40).

In the province’s export structure, more than 
40% consists of electrotechnical products, in-
cluding automobiles, data processing equipment 
and components, and household appliances; ap-
proximately 23% are labor-intensive products 
(footwear, furniture, clothing, textiles); and 15.3% 
are agricultural products (ranking third in China 
after Guangdong and Shandong).41

The majority of imports consist of Russian 
natural resources and ores, while the remainder 
includes timber and lumber, fertilizers, agricultural 
products, pulp, and electricity.42

It is worth noting the significant growth in bi-
lateral trade turnover with Russia in 2023, which 
was twice as intense as that of Guangdong prov-
ince (see Table 4).

40 URL: https://ftz.hlj.gov.cn/dbyzx/2804.html
41 URL: https://baijiahao.baidu.com/s?id=1797034447546071185&
wfr=spider&for=pc; https://www.yangjiangea.com/nd.jsp?id=300
42 URL: https://harbin.mid.ru/ru/press-centre/news/obem_torgovli_
prigranichnykh_rayonov_kitaya_s_rossiyskimi_regionami_rastyet/

In addition to the actual increase in deliveries 
between border regions, a factor contributing to 
the growth of trade turnover with Heilongjiang 
province was the value accounting of transit trade 
involving products exported by local enterprises, 
as well as goods from other provinces passing 
through Heilongjiang customs, and Russian sup-
plies intended for other regions of China.

The rapid expansion of Russia-China foreign 
trade, reflected in statistics, is supported by in-
dicators from the Russian consumer market: 
currently, Chinese automotive brands officially 
imported account for 52% 43 of total vehicle sales 
in Russia, with this figure having increased 2.5 
times 44 since 2022. In 2023, Russia became the 
largest importer of products from the Chinese 
automotive industry, including Guangdong-based 
BYD and GAC. Chinese smartphones represent 
over 70% of the Russian market, household appli-
ances and electronics —  43%, and laptops —  more 
than 40%.45

Despite some reputational issues linked to 
previous negative experiences with inexpensive 
Chinese goods and counterfeits, the suspension of 
many foreign brands’ operations in Russia, sanc-
tions, changes in logistics chains, and significant 

43 URL: https://www.rbc.ru/industries/news/6526c0349a7947040b6
0ee18?ysclid=lw642re9jf601091009
44 URL: https://baijiahao.baidu.com/s?id=1799286755435302857&
wfr=spider&for=pc
45 URL: https://www.mvideoeldorado.ru/ru/press-centr/press-
relizy/detail/2997; https://lenta.ru/news/2023/10/28/spros-na-
kitayskuyu-bytovuyu-tehniku-vyros-sredi-rossiyan/?ysclid=lw6c8
29y8a178438018; https://www.rbc.ru/technology_and_media/20/0
8/2023/64df83a69a7947c7ce87a4b3?ysclid=lw64adqsxy101646487

Table 4
Dynamics of Trade Volumes Between Chinese Regions and Russia in 2013–2023 (billion yuan)

Province / Year 2016 2018 2020 2021 2022 2023

Heilongjiang 66.84 122.06 97.33 131.34 167.93* 297.83

Guangdong 37.26 66.92 69.6 86.62 107.18 143.17

Source:  compiled by the author.

Note:  *data for months 1–11 of 2022.
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import cost increases have opened a niche for 
Chinese products. Russian consumers now have 
access to more affordable and optimally perform-
ing goods from China, supported by after-sales 
service and spare parts. At the same time, the entry 
of Russian marketplaces into the Chinese market 
poses the risk of inexpensive no-name products 
with questionable quality appearing in sales.

Further expansion of Russia-China foreign 
trade is possible in logistics and transportation, 
simplification of cargo clearance procedures, in-
dustrial cooperation, as well as the implementa-
tion of investment projects, the number of which 
remains relatively small (Russia’s share of China’s 
total outbound direct foreign investment was 
0.36% 46 in 2022, while the share of capital invest-
ment within total foreign investment inflows, de-
spite a 300% increase, amounted to only 0.02%) [1].

Among potential growth points in bilateral 
trade turnover are increased supplies of Russian 
food products, pork (for which Russia ranks 10th 
in sales on the Chinese market), growing Chi-
nese consumer interest in Russian chocolate, as 
well as planned market introduction in China 
of feed for non-productive animals, millet, wild 
aquatic products, medicinal raw materials for 
pharmaceuticals, rice, and corn. However, these 
are low-cost products that could contribute to 
trade turnover growth only by a few percentage 
points, and their import is strictly regulated by 
veterinary, phytosanitary, and quarantine control 
measures —  up to and including complete bans.

Supplies of Russian rare-earth metals to China 
for electric vehicle 47 production are also unstable 
due to dependence on global market demand.

Most likely, in the near future, the existing 
structure of foreign suppliers of goods to the Rus-
sian market will remain unchanged. The expansion 
of Russia-China trade promotes revitalization 
of trade relations between Chinese regions and 
Central Asian countries as well as remote Russian 
border areas, development of border infrastructure, 
46 URL: http://k.sina.com.cn/article_1893892941_70e2834d02001i
xs4.html
47 URL: https://t.me/vzglyad_ru/94348

logistics facilities, and transportation systems, 
growth in employment, and stimulation of tour-
ist exchanges. However, existing and potential 
sanction restrictions, as well as the need to alter 
transportation routes, require additional organi-
zational, time resources, financial resources and 
flexibility; continuous optimization of logistics, 
customs, and banking mechanisms; and search-
ing for ways to reduce costs. Lack or shortage of 
necessary conditions, equipment, and infrastruc-
ture at border checkpoints leads to delays and 
unpredictable increases in delivery times and 
transportation costs.

Risks and possible consequences of Western-
imposed restrictions have already caused some 
third countries to refuse participation in sanc-
tion evasion schemes. In 2024, 80% of bank-
ing operations between Russia and China were 
suspended48. At present, this problem remains 
unresolved and has been exacerbated by a new 
package of sanctions introduced in the summer 
of 2024. Conducting money transfers through 
friendly countries or small regional banks not 
under sanctions, private Chinese intermediar-
ies, or via cryptocurrency results in significant 
price increases and additional risks. Attention 
from the leaders of the countries to this situation 
gives hope to avoid reductions in product avail-
ability in both countries’ markets. Nevertheless, 
sector experts do not rule out a suspension, for 
example, of imports of foreign-brand cars and 
spare parts from China.

The choice facing the Chinese side is complex, 
given its strategic interests. This is why the an-
ticipated increase in bilateral trade turnover to 
USD 300 billion49 by 2030 — an additional 25% 
growth — is potentially achievable but subject to 
many influencing factors.

Considering not only the scale but also the 
nature of bilateral cooperation, it is important 

48  URL: http://k.sina.com.cn/article_1893892941_70e2834d02001i
xs4.html
49  URL: https://iz.ru/1622357/2023-12-18/chernyshenko-zaiavil-
o-planakh-uvelicheniia-tovarooborota-rf-s-kitaem-do-300-
mlrd?ysclid=lyhjduomou72396570
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to take into account the high volume of raw ma-
terials and food supplies from Russia to border 
regions and significant export flows from the 
coastal provinces. The fact that Russian exports 
exceed imports from China indicates that the 
growth in trade turnover is still largely driven by 
low-processed products from Russia [4].

Experts’ forecast of more than a twofold in-
crease in Russian gas exports to China by 203050 

compared to the 2024 level raises some concerns 
related to worsening Russia’s dependence [3, 5] 
on a single consumer country (effectively a mo-
nopsony situation) and the continued, due to the 
current structure of the Russian economy, fairly 
limited nature of Russia’s export supplies [6, 7].

Moreover, not all sanctioned goods can be 
compensated by purchases from China [8–10], 
underscoring the need to diversify the geogra-
phy of Russia’s foreign trade partners.

In conclusion, it is worth noting that over 
the past 30 years, the volume of foreign trade 
between Russia and China has grown by 11%51 
50  URL: https://clck.ru/3LFZRa 
51  URL: https://www.163.com/dy/article/G2UP7P970538VI84.html

annually. Long-term stable partnerships, many 
years of trade interaction in border territories, 
Russian demand for Chinese goods and technol-
ogies, China’s interest in the increasingly acces-
sible Russian market and affordable raw materi-
als, as well as changes in the global geopolitical 
situation and Russia’s development vector will 
continue to promote closer ties between the 
countries in trade and economic spheres. Cur-
rently this is supported by business events, the 
operation of specialized organizations, the 
opening of representative offices by companies 
from both countries, Chinese enterprises’ ac-
cess to Russian e-commerce platforms, as well 
as bilateral cooperation in cultural and educa-
tional fields.

For Russia, cooperation with China as an al-
ternative market of suppliers and consumers, an 
important “pole of economic power,” and a part-
ner is highly significant, given that today China 
shapes the trajectory of global political and eco-
nomic processes [11–13]. However, Russia’s role 
in these relations so far does not correspond to 
the status of a strategic partner.
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INTRODUCTION
The 2024 Nobel Prize in Economics was award-
ed to three American professors who are well 
known to Russian economists, thanks to the 
translation of their books and articles into Rus-
sian —  a rarity rather than the rule.

The most prominent among them is Daron 
Acemoglu, an Armenian born in Turkey, educated 
in the United Kingdom, and currently teaching in 
the United States. While there is a touch of exoti-
cism to his background, it is relatively minor given 
how seamlessly his work fits into the traditions 
of economic science as practiced by professors at 
American universities.

The second laureate, James Alan Robinson, a 
professor at the University of Chicago, was born 
in the United Kingdom and graduated from the 
University of Manchester. He then moved to Aus-
tralia and later to the United States. He has taught 
at the University of Southern California (Los An-
geles), the University of California, Berkeley, and 
Harvard University. Since 2015, he has been a 
professor at the Harris School of Public Policy at 
the University of Chicago.

The third laureate, Simon Johnson, a profes-
sor at the Massachusetts Institute of Technology, 
was also born in the United Kingdom, where he 
received his higher education.

Thus, all three laureates are immigrants born 
outside the United States and, as we will see, have 
nevertheless integrated organically into American 
economic science.

The Nobel Committee’s memorandum notes 
that the scholars “provided new insights into why 
nations around the world differ so significantly 
in their levels of prosperity. One of the most im-
portant explanations lies in the great variation 
in social institutions”.

Such a broad formulation suggests that differ-
ent spheres of life hold different levels of impor-
tance for each country. The authors themselves, as 
well as most commentators, naturally emphasize 
what is most relevant to the United States.

These discussions often involve various inter-
pretations of the concept of “social institution”: 

“predominant or dominant types of relationships”, 
“the currently accepted system of social life”, or 
“customary ways of regulating the life processes 
of society in relation to the material environment 
in which it exists” [1].

We will adhere to these definitions but em-
phasize what is particularly significant for the 
Russian economy and the worldview of Russian 
citizens.

The laureates do not single out any one in-
stitution as dominant: at a particular point in 
history and under specific circumstances, one 
institution may be key; in other situations, an 
entirely different one takes precedence. For Rus-
sia, the results of their research are especially 
thought-provoking, raising questions such as: Are 
you suggesting that the antagonism between so-
cialism and capitalism —  engraved in the memory 
of every Soviet citizen —  is merely one of many 
differences in institutions? Just one among many? 
What about the Socialist Revolution, the Soviet 
past, and the decades of the Cold War? Weren’t 
these 20th-century events driven by differences 
in property regimes? This brings us to an analy-
sis of how the exclusive importance of property 
rights is being reconsidered.

Property rights —  considered fundamental in 
Marxism and deeply embedded in modern Rus-
sian self-perception, as well as in distinctions 
between different economies —  cannot, accord-
ing to the laureates, be viewed in isolation from 
other institutions.

This position represents a fundamental depar-
ture from not only traditional economic thought 
but also from the mindset of the average person, 
who believes property rights to be of paramount 
importance.

The laureates propose distinguishing between 
extractive and inclusive institutions. Extractive 
institutions channel economic resources into the 
hands of a limited group or divert them out of 
the national economy altogether. A good example, 
in the author’s view, is television advertising: it 
takes up the time of millions of viewers for the 
benefit of a handful of companies.
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This extractive institution can be contrasted 
with an inclusive one —  such as foreign language 
lessons broadcast on television, a practice com-
mon in many countries. Such programming, by 
contrast, promotes the dissemination of knowl-
edge held by a limited few among a wider circle 
of economic participants.

Even this example makes it clear that in today’s 
economy, the notion of property has receded into 
the background. The television set belongs to the 
viewer but shows content that they do not need. 
The advertising agency uses the television system 
(which it does not own) to serve an advertiser 
who owns neither the individual TV set nor the 
broadcasting infrastructure. This is a vivid illus-
tration of how property rights can be completely 
disregarded.

THE REASONS BEHIND  
THE EXCEPTIONAL STATUS OF PROPERTY 

RIGHTS IN ECONOMIC THEORY
One could argue that the exaggerated role of 
property stems from the characteristics of the 
scientific method that dominated for many 
years —  specifically, its focus on statics and out-
comes achieved as a result of past actions. In the 
laureates’ work, this static approach is replaced 
by an emphasis on dynamics and the long-term 
consequences of ongoing activities.

With this dynamic perspective, the categories 
once considered most important in static analysis 
recede into the background, while those previously 
seen as secondary become central.

Let us begin with the concept of a “transac-
tion”. From a static standpoint, a transaction ei-
ther has occurred or has not. There is nothing in 
between —  only a fleeting moment in which no 
events are recognized.

Reality, however, is in constant motion, while 
economic theory still tends to “show slides”. For 
instance, a country’s GDP might be reported to 
have grown by 5% over the year. But what actually 
happened during that year? Was it a good harvest? 
Did gas prices fall or rise? Did many high school 
graduates take factory jobs? All of this is lumped 

into the single “slide” representing annual GDP 
growth and is typically excluded from economic 
analysis.

Moreover, there is still no clear distinction in 
economic theory between models that rely on a 
static picture and those that view the economy 
primarily through a dynamic lens [2].

Property is a concept rooted in the static ap-
proach —  it represents what exists at a given mo-
ment. A dynamic view, however, requires us to 
consider different aspects: the institutions that 
preserve or grow property, the risks of its loss, 
and so on. Thus, property protection —  which 
belongs to the realm of process and dynamics —  
exists in a different context from the concept of 
property as a snapshot of ownership at a single 
point in time.

The Civil Code of the Russian Federation 1 
defines property as a set of norms, dividing it 
into three rights: possession, disposal, and use. 
Protecting property relates to all three and in-
volves confirming or disputing the possibility 
of exercising them jointly or separately. In this 
sense, protection too belongs to a static frame-
work, representing a set of discrete actions.

THE LAUREATES CONTINUE  
THE EVOLUTION OF ECONOMIC THEORY 

FROM STATICS TO DYNAMICS
The theoretical direction in economics devel-
oped by the laureates began in 1937, when Pro-
fessor Ronald Coase of the London School of 
Economics explained the reasons for the emer-
gence of firms in his groundbreaking paper [3]. 
He was awarded the Nobel Prize in Economics 
54 years later, in 1991. In simple terms, Coase’s 
idea was that within a firm, interactions occur 
naturally —  without the need for formal agree-
ments or transactions.

Initially (even in the year Coase received the 
Nobel Prize), researchers focused primarily on 
justifying the existence of firms. Only in recent 
years has attention shifted toward transaction 

1 URL: https://www.consultant.ru/document/cons_doc_LAW_5142/
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costs as a distinctive feature of property as an 
institution.

It turned out that property ownership comes 
with limited rights that are burdened by obliga-
tions. Beyond the requirement to pay taxes, the 
owner must also bear transaction costs whenever 
the property is used.

This topic is well presented in the book Why 
Nations Fail by Daron Acemoglu and James A. Rob-
inson [4]. The authors consciously move away 
from the notion of a “deal” —  which is essen-
tially timeless —  and favor the broader concept 
of a “transaction”, which unfolds over time and 
includes various events and processes.

A notable episode in the history of the No-
bel Prize in Economics related to this topic oc-
curred in 2016, when Harvard Professor Oliver Hart 
(originally from the UK) and Bengt Holmström, a 
Finnish-born Swede and professor at MIT, received 
the prize for their contributions to contract theory. 
This recognition sparked a wave of studies and 
publications contrasting the concepts of deals 
and contracts.

Unfortunately, this did not result in a fully 
developed system of new categories within eco-
nomic theory. To this day, scholars often use 
terms from both static and dynamic paradigms 
within the same context. For instance, annual GDP 
growth may be interpreted as a dynamic indicator 
or merely as the difference between two static 
snapshots —  at the beginning and end of the year.

The laureates have introduced a significant 
number of categories associated with dynam-
ics into academic discourse —  among them, the 
concept of an “institution”, whose very essence 
implies “an established practice”.

From this point forward, economic theory be-
gan moving toward a more accurate reflection of 
economic reality [5], particularly in relation to the 
evolving understanding of the market economy.

THE VANISHING “INVISIBLE 
HAND OF THE MARKET”

The very emergence of the institutional school 
of economic thought can be explained by the 

realization that an unregulated market not only 
promotes economic development, but also leads 
to numerous undesirable consequences.

The laureates argue that unfair privileges for 
a limited group of economic agents and income 
inequality are the result of inefficient function-
ing of market institutions [6], and that attempts 
to interfere with these institutions have never 
yielded positive results. No society, they note, 
has ever achieved broad prosperity simply by re-
distributing income from the rich to the poor. In 
Russia, however, this truth is still subject to debate.

Equally persistent in Russia is the myth of 
the “invisible hand of the market”. The phrase is 
commonly —  but unjustly —  attributed to Adam 
Smith, though he uses it only twice in his writings: 
once when describing a landowner who refrains 
from owning all the land and instead distributes 
it among tenants, and once when an industrial-
ist chooses to build a factory in England to live 
among people who can earn a living —  although 
he could have built it in India, where wages were 
lower [7].

According to Adam Smith, any entrepreneur 
“intends only his own gain, and he is in this, as 
in many other cases, led by an invisible hand to 
promote an end which was no part of his intention. 
Nor is it always the worse for the society that it 
was no part of it” [8].

In this case, Smith was referring to the “in-
visible hand of God” (not of the market), which 
likely served to restrain the market participant, to 
correct their behavior, and by no means to relieve 
them of moral principles or convictions.

This again reinforces the point that property 
cannot be separated from the broader system of 
social institutions, as all such institutions are 
inherently tied to the moral and ethical norms 
of society.

Neither the market nor the concept of property 
could exist if the actions of economic agents were 
morally flawless. This does not mean that devia-
tions are not possible —  but such deviations have 
never been, and are unlikely to ever be, regarded 
as normal or socially acceptable practice.
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PROPERTY PROTECTION  
AS AN INDEPENDENT 
SOCIAL INSTITUTION

Since the time of Ancient Rome, property pro-
tection has been a matter of legal procedures. In 
Russia, legal norms governing property rights are, 
by international comparison, the most closely 
aligned with Roman law.

For instance, Article 301 of the Civil Code of the 
Russian Federation 2 states that the primary means 
of reclaiming property from unlawful possession 
is through a legal claim. Just as in Ancient Rome, 
the final word rests with the court. Consequently, 
property protection has always depended on a range 
of social institutions built around the judicial sys-
tem —  such as lawyers, juries, appeals, and so forth.

Russian legislation also provides for the protec-
tion of possession rights, even in cases where the 
legal title to the property has not been formally 
registered in the possessor’s name. For example, 
under the law, a tenant has the right to protect their 
possession even against the will of the legal owner. 
This is yet another example of how property rights 
cannot exist independently of a broader system of 
social institutions.

As one influential formulation puts it: “Secure 
private property rights are central, because only 
those whose property rights are protected will be 
willing to invest and increase labor productivity” 
[4, p. 105].

Thus, property cannot be isolated from other 
institutions, since its proper functioning depends 
on the existence of another institution: the mecha-
nism of protection.

For a long time, it was assumed that protection 
mechanisms applied only to private property (indi-
vidual or familial). However, thanks to the work of 
2009 Nobel Laureate Elinor Ostrom (1933–2012), 
we now know that collective or common property 
has always had its own complex systems of pro-
tection [9].

Private property itself can be seen as an extrac-
tive institution, whereas its protection constitutes 

2 URL: https://www.consultant.ru/document/cons_doc_LAW_5142/

an inclusive institution, as it motivates individu-
als to expand their assets by assuring them that 
those assets will be safeguarded.

The inclusion of property within systems of 
legal protection strips it of any claim to exclusivity 
or uniformity: property that is legally protected 
differs fundamentally from property subject to 
a high risk of dispossession. This is further evi-
dence that there is no single, unified concept of 

“property”. Rather, the category is an artificial 
construct made up of multiple notions and insti-
tutions —  especially given how its meaning and 
substance have evolved over time.

In scholarly research on the fall of the Roman 
Empire, the primary focus is typically placed on 
military factors —  battles, victories, and defeats. 
However, an equally important role was played 
by the fact that the so-called “barbarians” had 
a more coherent system of property protection 
institutions. For example, in Roman legal prac-
tice, it was possible to challenge the rights of a 
bona fide purchaser if evidence emerged that the 
property had been unlawfully acquired by one of 
its previous owners. This created opportunities 
for various forms of intrigue and manipulation.

According to many experts, the events sur-
rounding property rights also played a significant 
role in the collapse of the Roman Empire —  par-
ticularly when these rights are viewed as part of 
a broader institutional system, rather than in 
isolation [10].

In Ancient Rome, property was divided into 
several types. For instance, there was Quiritary 
property, which belonged to Roman citizens and 
foreigners who had been granted the right to trade 
within Roman territory, and Peregrine property, 
which belonged to non-citizens and was subject 
to weaker protections [11]. From the outset, there-
fore, property was not a unified institution, but 
rather a collection of distinct rights allocated to 
different categories of the population.

A somewhat similar differentiation of rights 
has persisted into the present day. In modern 
Russia, for example, more than 90% of banking 
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profits are generated in just two cities —  Moscow 
and St. Petersburg. This means that businesses 
in these cities have significantly greater access 
to financial resources than elsewhere. As a re-
sult, commercial property in these two economic 
centers is fundamentally different from that in 
other regions.

The newly awarded Nobel Laureates offer a 
fresh perspective on the issue of differentiated 
property rights. Building on the work of Douglas 
North (1920–2015), recipient of the 1993 Nobel 
Prize in Economics, they distinguish between two 
categories of property-related rights: property 
rights and contractual rights [12]. While these 
categories overlap, they differ in a crucial way: 
in cases of opportunistic or otherwise inadequate 
behavior by one party, contractual rights can typi-
cally be enforced privately, whereas violations of 
property rights require the involvement of political 
institutions [13].

Accordingly, the more restrictions a country 
imposes on elite behavior and political activity in 
general, the more secure property rights tend to 
be. In societies where the risk of expropriation is 
low, one also sees higher rates of economic growth, 
greater investment, and more active stock markets.

At the same time, such countries tend to have 
less developed contractual institutions, whose 
influence on investment and economic growth 
is correspondingly limited [14].

BOUNDED RATIONALITY AND THE 
INSTITUTIONS THAT SUPPORT IT

The concept of bounded rationality, introduced 
by Herbert Simon, winner of the 1978 Nobel 
Prize in Economics, is widely used in economic 
theory. Its core idea is that individuals (eco-
nomic agents) make decisions under conditions 
of limited time and resources, incomplete in-
formation, and a limited ability to evaluate all 
possible options or foresee their consequences. 
As a result, decisions are usually not optimal but 
merely satisfactory [15].

If that is the case, then the emergence of in-
stitutions that extend the boundaries of rational 

decision-making is inevitable. What kinds of in-
stitutions are these?

First and foremost, a robust system of infor-
mation provision must be in place —  hence, the 
institution of access to information must function 
effectively. Citizens’ rights in this regard vary 
significantly from country to country. In most, 
there is mandatory, unrestricted access to legal 
and regulatory documents, since ignorance of the 
law severely narrows the boundaries of rational 
decision-making.

However, some countries —  including Rus-
sia —  charge for such access. Likewise, for example, 
satellite images (crucial for making rational deci-
sions in agriculture and other sectors) are freely 
available from NASA, while Roscosmos charges 
fees. As a result, many Russian entrepreneurs 
struggle when their business depends on geo-
graphic or territorial information but they are 
unwilling or unable to pay for it.

The same applies to reference databases of 
regulatory documents and similar informational 
resources.

OWNERSHIP OF THE MEANS 
OF PRODUCTION

Throughout most of the 20th century, this con-
cept was the primary distinguishing feature 
between two socio-economic systems. If pri-
vate ownership of the means of production pre-
dominates, the system is considered capitalist; 
if state ownership dominates, it is considered 
socialist.

However, in order for the means of production 
to generate profit, workers are also needed to oper-
ate them. Before the contributions of the current 
Nobel laureates, labor was typically regarded (and 
still is by many) as simply another part of the 
means of production. In economic theory, the 
worker had no agency —  just like a machine or 
assembly line. Marxism took this approach even 
further, positing that a worker brings to the labor 
market a commodity: labor power, or the ability to 
perform work. One idea leads to the other: if labor 
power is just one of many goods on the market, 
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its price (i. e., the wage) becomes the key factor, 
linked directly to its quality.

The picture changes significantly when we 
introduce the concept of the employment insti-
tution into the theory. Daron Acemoglu, treating 
employment as a socio-economic institution, 
proposes analyzing the concept of “good jobs” —  
positions that not only offer wages appropriate 
for a middle-class standard of living, but also 
attract candidates through decent working condi-
tions, job stability, and protection from employer 
interference.

The successful development of a national 
economy depends on the availability of suffi-
cient “good jobs” [16]; a shortage of such jobs 
contributes to inequality.

According to Acemoglu, markets tend to pro-
duce a deficit of “good jobs”, since offering them 
typically requires companies to make more signifi-
cant investments and incur higher operating costs. 
Employers often prefer to offset the unattractive-
ness of a job by offering a higher wage —  which, 
in many cases, is the cheaper option.

A “good job” generates benefits for the em-
ployee that are irrelevant to the employer, who 
is primarily interested in lowering labor costs 
and minimizing initial expenditures. Countering 
this are labor market institutions, supported by 
technological progress, which help increase the 
share of “good jobs” in the economy.

Here, the market actually slows this process —  
it cannot guarantee the direction or scope of tech-
nological innovation, and thus cannot ensure 
the expansion of “good jobs”. This is yet another 
sign of the absence of the “invisible hand of the 
market” mentioned earlier.

At the same time another issue arises: owner-
ship of the means of production is constrained 
by the need to coordinate its use with those who 
are not direct owners. The owner enters the labor 
market as a seller of job vacancies, but whether 
those jobs are in demand is out of their hands. 
What they can do is ensure in advance that the 
jobs offered are of high quality (in terms of work-
ing conditions, pay, and schedules).

In general, for many entrepreneurs, short-term 
considerations outweigh long-term goals, and 
the pursuit of personal enrichment dominates 
over the objective of productive development [17].

HIDDEN OWNERS AND POWER
In an interview with a Russian journalist, one 
of the 2024 Nobel Prize laureates, James Robin-
son, said: “According to our theory, when politi-
cal institutions become less inclusive, the same 
usually happens to economic institutions. And 
of course, we’re seeing that now —  for example, 
the growing role of monopolies, which is well 
documented. You know, when billionaires with 
completely insane ideas about the economy and 
how everything should be run have enormous 
influence over government, it inevitably affects 
economic institutions too 3”.

This close connection between political and 
economic institutions helps explain why own-
ership —  especially large-scale ownership —  is 
increasingly anonymous. For most of its history, 
private property was based on openness. Today, 
however, it is often difficult to determine who 
actually owns the world’s largest assets. It’s not 
uncommon for one legal entity to hold a control-
ling stake in another, which itself owns a subsidi-
ary with other shareholders —  some of whom, in 
turn, are connected to the first entity. And so the 
chain continues.

The motivation to obscure true ownership 
stems largely from the fact that large-scale prop-
erty is often tied to power structures. The more 
corruption prevails in a society, the more opaque 
and convoluted the ownership structure tends 
to become —  particularly in countries that only 
recently transitioned to market economies.

Even smaller-scale property is well protected 
only when the authorities view its owner favora-
bly. A case from Russian legal practice illustrates 
this point. Articles 235 and 239 of the Russian 
Civil Code,4 along with Article 32 of the Housing 
3 URL: https://econs.online/articles/video/instituty-pod-ugrozoy-
kak-rastushchee-neravenstvo-mozhet-izmenit-mir/
4 URL: https://www.consultant.ru/document/cons_doc_LAW_5142/
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Code,5 allow for the expropriation of residential 
land plots for state or municipal needs. While 
owners are entitled to compensation, the law 
does not define the amount or set clear criteria 
for what constitutes a pressing public necessity. 
These decisions are made on a case-by-case basis 
by public officials.

Public disclosure of ownership is not the only 
condition for legitimizing property. In its ab-
sence, suspicions persist that the property may 
in fact belong to someone else. The most com-
mon method of concealing ownership is through 
a chain of rights: a business is owned by one legal 
entity, which is in turn owned by another, and so 
on —  until the true owner emerges at the end of 
the chain.

Alongside this trend, three related develop-
ments can be observed: increased state control 
over those who lack political connections, more 
complex mechanisms for exercising this control, 
a shift in how property rights are perceived by the 
owners themselves [18].

INTELLECTUAL PROPERTY RIGHTS
Originally, the right to an invention was not 
considered property as such: in Russian, the 
term used was “privilege”, meaning a monopo-
ly right to use a particular innovation. Similar 
terms existed in other languages as well [19].

The directions of scientific and technologi-
cal progress, as demonstrated by the laureates 
through many examples, are determined not by 
the free market but by the priorities of large com-
panies that have already succeeded in a given 
technological field.

However, for Russian readers, the laureates’ 
findings regarding technical innovations and in-
ventions may be difficult to grasp. In their per-
ception, the patent system exists to protect the 
inventor’s rights and thereby encourage technical 
creativity and progress.

But the patents were never part of the in-
ventor’s personal rights; rather, they serve as 

5 URL: https://www.consultant.ru/document/cons_doc_LAW_51057/

protection for those who implement inventions, 
granting them a temporary monopoly —  not to 
reward inventors but to foster the development 
of innovative production.

During the early development of the patent 
system in Europe, inventors never approached 
government authorities to request recognition of 
monopoly rights on their inventions; the inven-
tor’s name was not always disclosed. In the case 
of foreign (imported) inventions, the inventor 
was often completely uninvolved in patenting.

According to R. I. Kapelyushnikov, the patent 
system is an “explicitly exclusive institution” [20], 
but this observation is valid only if two claims 
are accepted without question: “property has 
exclusive importance” and “the market will set-
tle everything”. Both claims, however, are highly 
questionable.

As for modern Russia, matters would be sim-
pler if the myth of patenting as protection of the 
inventor’s rights existed only in the minds of the 
misguided. But Article 1345 of the Russian Civil 
Code 6 states that the exclusive right (as well as 
the right to obtain a patent and compensation) 
belongs to the inventor, not to the one who im-
plements the invention.

Thus, the myth of protecting the inventor’s 
rights transforms from a widespread individual 
misconception into a major obstacle to scientific 
and technological progress: the inventor typically 
lacks the resources —  especially financial —  to 
bring their invention to market.

Furthermore, the invention in this case is 
considered the property of a natural person 
(a concept effectively borrowed from copyright 
law), which makes the prospects of implementa-
tion even more uncertain. For a long time, only 
two countries in the world granted invention 
rights solely to individuals: the USSR and the 
USA. However, in 2012, the USA revised its leg-
islation to include patent ownership rights for 
legal entities. In Russia, the situation remains 
unchanged [21].

6 URL: https://www.consultant.ru/document/cons_doc_LAW_5142/
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The rationale behind this approach rests on the 
unstated assumption that an inventor can convert 
their invention rights into money by selling them 
for subsequent use. But at least two factors hin-
der this: 1) patent application and maintenance 
require money, which is not always available; 2) 
enterprises or organizations that could act as 
investors are usually unwilling to invest in ac-
quiring rights to an invention from an individual 
inventor, especially if it is untested and unknown 
in the market [22].

According to European Union innovation sta-
tistics, out of five groups of indicators, only one 
concerns intellectual property; the other four are 

“innovation drivers” (number of technical univer-
sity graduates, youth education levels, degree of 
informatization, etc.), “knowledge generation” 
(public and private spending on science and in-
novation), “innovation entrepreneurship” (share 
of small companies involved in innovation, ven-
ture capital volumes, etc.), and “implementation” 
(sales volumes of innovative products, etc.) [23].

Thus, even according to European statistics, 
ownership of inventions and other types of scien-
tific and technological innovations is intertwined 
with other social institutions and means little on 
its own.

If the transfer of invention rights to those inca-
pable of implementing them will harm the future 
development of the Russian economy, then the 
transfer of state property (land and enterprises) 
to people unable to use it effectively has already 
dealt a blow to the Russian economy, the conse-
quences of which are still being felt today.

The belief in the exclusive role of property 
proved notably mistaken, and those who adhered 
to this belief and actively participated in privatiza-
tion were met with disappointment: it turned out 
that making acquired property profitable required 
struggle and labor efforts, for which the new own-
ers were completely unprepared.

Reflecting on why some countries experience 
stagnation while others demonstrate scientific and 
technological progress, the laureates conclude that 
the latter requires protection of property rights 

for broad segments of the population, as well as 
equal opportunities to earn income from their 
businesses and patent-protected innovations [24].

This conclusion provoked the strongest criti-
cism, including among Russian economists, some 
of whom even forgot that the laureates’ funda-
mental position is that the category of “property” 
is not the basic one but only one of many that 
determine economic development (according to 
the theory).

The harshest criticism of the current laureates 
appeared in a preprint from the National Research 
University Higher School of Economics five years 
before they were awarded the Nobel Prize [20]. 
Terms such as “methodological narrowness”, “con-
ceptual inconsistency”, and “historical inadequacy” 
recall the years of implacable ideological struggle 
against bourgeois falsifiers.

However, let us turn to the essence of the re-
sults obtained by the laureates through research 
on economic history using their proposed catego-
ries of “extractive” and “inclusive” institutions.

They argue that the 1688 Revolution in England 
was the world’s first to establish the predomi-
nance of inclusive political institutions, which 
stimulated investment, innovation, and trade. 
The state “firmly protected property rights. By 
clearly defining property rights to all assets, the 
government facilitated rapid infrastructure de-
velopment. These innovations set the engine of 
economic growth in motion, paving the way for 
the Industrial Revolution” [4, p. 143].

The Industrial Revolution in 18th-century Eng-
land is explained by scholars as follows: the great 
geographical discoveries and, consequently, the 
rise of global trade, led to very different outcomes 
in England and three other trading states (Spain, 
Portugal, and France).

In England, private business was allowed into 
global trade and grew domestically following the 
Glorious Revolution of 1688 over more than sev-
enty years.

For this reason, wealth gained from trade and 
plunder was acquired by private business, while 
in the three rival countries it was concentrated in 
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the hands of monarchs and a limited circle close 
to power. In one case, these resources were inte-
grated into economic circulation; in the other, they 
lay dormant and did not contribute to national 
economic development.

“Since many members of Parliament were en-
gaged in trade and manufacturing, it was in their 
interest to ensure enforcement of property rights” 
[4, p. 262]. Other consequences of this divergence 
are noted: having grown wealthy, English mer-
chants and landowners were able to form a broad 
coalition that successfully opposed the king and 
ultimately prevailed. In the laureates’ interpre-
tation, “inclusive economic institutions support 
corresponding political institutions and, in turn, 
rely on them” [4, p. 567].

For the elite, innovations increase the risk of 
losing income (rents). In response, their represent-
atives close to state power begin to consolidate 
their ranks [4, p. 568], provoking military conflicts 
and wars, which contribute to scientific and tech-
nological progress, the functions of which in the 
civil sphere were curtailed due to the dominance 
of extractive institutions.

Consolidation can also occur in other ways, 
such as through shared ideology, party affiliation, 
family ties, etc. —  all of which the laureates were 
the first to highlight [4, p. 183], largely explained 
by their interpretation of the state as an agent 
represented by the ruling elite.

In their latest book, Daron Acemoglu and James 
Robinson extend this interpretation to the driv-
ing forces of scientific and technological progress 
[25]. Without denying that it is the main driver 
of prosperity in the economy, they show with 
specific examples that advanced technologies are 
formed according to what only influential people 
in business or government want (and believe). It 
is not scientific and technological progress per se 
that changes the world, but the choices of these 
decision-makers regarding innovation. According 
to the authors, this is the “illusion of progress”.

For instance, remarkable cathedral-building 
technologies of the Middle Ages were implement-
ed amid mass peasant famine, and modern digital 

solutions develop while millions live in poverty.
In this context, intellectual property rights 

matter only if they “intersect” with the chosen 
direction of scientific and technological progress. 
New technologies should ideally create jobs with 
better working conditions, rather than simultane-
ously producing robots and unemployed people. 
But this has yet to happen.

CONCLUSION
Daron Acemoglu, James Alan Robinson, and Si-
mon Johnson have raised issues that are criti-
cally important for the development of every 
national economy and the global economy as 
a whole. Opinions may vary regarding their ex-
planations of why some countries are rich while 
others remain poor —  the debate on this subject 
has been ongoing for a long time and will con-
tinue. However, it seems that everyone agrees on 
the importance of recognizing the problems they 
analyze in their works.

The evidence they present that property is not 
the exclusive social institution determining eco-
nomic development compels us to reconsider the 
history of our own country. In the 1990s, it was 
widely believed that the emergence of private 
owners interested in economic outcomes would 
provide a powerful impetus for economic growth. 
Yet it turned out that this was insufficient, and 
the introduction of other institutions related to 
property rights was necessary —  similar to those 
established in the Napoleonic Code regarding 
agricultural land: if the land is left uncultivated 
for four years, the owner loses the right to it. In 
a similar vein, privatized enterprises should have 
transferred to private ownership with a condi-
tion: if you cannot develop production, you lose 
the right to it.

However, the prevailing notion at the time —  
that the key was merely a change of ownership —  
prevented this from happening.

Through their work, Daron Acemoglu, Alan 
Robinson, and Simon Johnson have shown this 
approach to be flawed. Unfortunately, it is already 
too late for the economy of our Motherland.
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INTRODUCTION
The economy of any country requires innovative 
development, as it is precisely through such de-
velopment that new products, production meth-
ods, and ways of organizing production, manage-
ment, and marketing processes can be created [1]. 
In countries with the most advanced knowledge-
based economies, its share of GDP can reach 
30–40%, whereas in Russia it is about 14% [2]. 
Research shows that Russian businesses are ex-
tremely poorly involved in the implementation 
of new technologies and practices, and according 
to data from the Generation S fund, fewer than 
12% of Russian companies are innovation-active.1

The development of a knowledge-based econ-
omy requires investments from either businesses 
or the state, which are associated with high risks. 
In practice, Russian businesses show little in-
terest in investing in research and development. 
According to data from the National Research 
University Higher School of Economics, in the 
overall structure of funds used for innovation, the 
state accounts for about 60%, 14% comes from 
the organizations’ own funds,2 and the rest from 
third-party investments (funds, private organiza-
tions, companies). This situation leads to a lack 
of incentives for developing innovative projects 
and does not promote competition, resulting in 
lagging behind in certain production sectors.

The decision to use government funds is quite 
logical, especially given the extremely high risks 
at the early stages. For example, a breakthrough 
project for Russian science and industry was once 
implemented —  the creation of nuclear weapons. 
At that time, Russia lacked sufficient competencies, 
and in the shortest possible time, research and 
production enterprises were established, includ-
ing the famous Kurchatov Institute.

Although government capital often provides 
the initial impetus for such projects (as was the 
case with almost all major innovation clusters), 

1 URL: https://generation-startup.ru/upload/iblock/9cf/9ym25asu
3p3jq9yp159w26ke91xzhwps/
2 URL: https://portal.inno.msk.ru/uploads/agency-sites/analytics/
research/9d954d6f8775e5361279fd1dbd1382999c5d.pdf/

its further use is associated with organizational, 
legal, and other barriers. The directions for its 
application are approved at the highest level and 
cannot change quickly, unlike private capital. No-
tably, since 2020, no new unicorn companies 3 have 
emerged in Russia. This is precisely why Russia 
faces the challenge of establishing a system of 
interaction between private businesses, research 
organizations, and the state, aimed at creating 
and commercializing innovative developments.

At the same time, questions arise: what should 
such a system look like? What are its sources of 
funding? And so on. A. G. Aganbegyan suggests 
adopting the experience of creating “Silicon Val-
leys” around the world [3]. Russia has its own ex-
perience with similar projects, but in the scientist’s 
opinion, the scale of their funding is incomparable 
to that of foreign counterparts. Moreover, as noted 
above, government capital cannot be quickly in-
creased to meet the needs of growing startups or 
technological solutions.

Other Russian researchers likewise do not offer 
a concrete mechanism for financing innovation. 
For example, L. M. Gokhberg confirms the impossi-
bility of relying indefinitely on government capital, 
but does not specify exactly what should be used 
instead, merely noting that the very nature of in-
novation is reaching a new level.4 Thanks to the 
growth of digitalization, the innovation process 
is becoming decentralized, so the development of 
new technologies can be carried out by scientists 
who do not necessarily have to be located in the 
same city or the same research organization.

Thus, we face the challenge of proposing a fi-
nancial mechanism for a digital system that unites 
innovation developers, research organizations, 
and private businesses.

RESULTS. THE EXPERIENCE 
OF “SILICON VALLEYS”

In a sense, “Silicon Valleys” —  zones for the con-
centration and placement of innovative com-
3 A start-up company that has achieved a market valuation of over 
$ 1 billion.
4 URL: https://www.youtube.com/watch?v=nDBufBrO788
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panies —  have become the gold standard for 
developing a country’s innovation ecosystem. 
The term itself originated from the name of the 
famous Stanford Technology Park in California. 
Such centers serve as hubs for venture capital in-
vestments in innovative projects and companies.

Russia has experience in organizing similar 
projects. The first was the Skolkovo Innovation 
Center. Other examples include Kazan’s Innopolis 
and the technology park under construction at 
Moscow State University. However, although the 
construction of such centers in Russia has been 
underway since 2010, they have not become as 
financially or economically successful as their 
foreign counterparts. For instance, A. G. Aganb-
egyan cites the Shanghai Free Trade Zone, where 
the total turnover of all companies amounts to 
about $ 200 billion, and the center in Bangalore, 
where unicorn companies match those in New 
Delhi in terms of capitalization.

Although such projects initially developed with 
state capital, at a certain stage the main source of 
investment became private business —  something 
that has not happened in Russia.

Overall, nearly all Russian researchers iden-
tify the creation of startup studios or specialized 
venture funds as the primary means of attracting 
investment flows into new technologies [4–6]. 
However, questions remain open: what tools 
should be used to increase private business in-
terest in investing? Should new “Silicon Valleys” 
be created to form an innovation ecosystem based 
on new financial principles?

A. G. Aganbegyan notes that Russian “Silicon 
Valleys” should be established on the basis of 
the country’s largest institutes and universities, 
since any innovation begins with intellectual work. 
However, as mentioned above, the innovation 
process is undergoing a transformation driven 
by digitalization. Therefore, while the creation of 
new specialized innovation zones is possible, it is 
not a necessary condition, as it requires signifi-
cant initial investments in setting up technology 
parks and office buildings. This could be avoided 
by creating digital innovation ecosystems, which 

would allow participants to collaborate regardless 
of factors such as geographic location.

DIGITAL INNOVATION ECOSYSTEMS
With the widespread development of digitaliza-
tion around the world, digital platforms have 
emerged that connect innovative startups with 
investors. The most well-known of these at pre-
sent is Crunchbase, which contains information 
on more than 3 million innovative companies at 
various stages of development and 287,000 in-
vestors worldwide [7]. Initially, this project was 
an internal resource of the information company 
TechCrunch, but by 2014 it began to grow rapidly 
and turned into a primary platform for finding 
connections between investors and startups.

In Russia, the first similar database was the 
startup registry of the Skolkovo Foundation. Origi-
nally created to list the residents of its innova-
tion cluster, it later began to register innovative 
companies throughout Russia. According to data 
on the organization’s website, 4,507 companies 
and 4,720 technology projects 5 are now registered 
in this ecosystem.

Another example is SberUnity, a platform of the 
Sber corporation, which was established as a fully 
digital solution aimed at working with startups at 
no earlier than Round A stage. It does not provide 
for the R&D stage of groups of scientists, and only 
legal entities are allowed to register. Currently, 
94 major Russian corporations are registered as 
investors on the platform, along with 5,261 start-
ups and technology companies, mainly in the IT 
and FinTech 6 sectors.

The Innopraktika Foundation has also devel-
oped its own platform, supporting the above-men-
tioned technology cluster at Moscow State Uni-
versity (MSU) —  the National Technology Transfer 
Association (NTTA). It has created a digital ecosys-
tem focused on supporting innovative initiatives 
throughout Russia. Unlike SberUnity, the NTTA 
is oriented toward registering technology ideas 

5 URL: https://sk.ru/
6 URL: https://sberunity.ru
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at any stage —  it was the first to introduce this 
feature. At present, 427 technology authors are 
registered on the platform, including institutes, 
universities, and research organizations.7

Moreover, it should be noted that with the sup-
port of the Chamber of Commerce and Industry 
of the Russian Federation, the “Innosfera” project 
is also being developed.

Thus, digital platforms are actively penetrat-
ing all sectors of the economy and are moving 
toward the full digital transformation of virtually 
all aspects of economic activity. For the innovation 
process, they can provide the most comprehensive 
information about the market, help consolidate 
and standardize the terms of agreements between 
investors and authors, ensure compliance with 
all rules, and more. Given all the advantages of 
digital platforms, modern scholars briefly note 
that they make it possible to create a product in 
a decentralized way while extracting value from 
it in a centralized manner [8]. Without them, the 
implementation of the “open innovation” con-
cept, which is still weakly developed in Russia, is 
practically impossible. According to a study by 
Generation S, among the largest innovation-active 
companies in Russia, about 60% of acceleration 
programs were carried out independently, which 
suggests that companies either use their own in-
novations or accelerate solutions already formed 
on the market (but not new ideas).

The independent search for new solutions, 
starting from the idea and patent stage, is virtu-
ally impossible even for very large companies, as it 
requires a large and costly innovation department. 
Therefore, such tasks are often delegated to digital 
platforms like the aforementioned Crunchbase, 
and sometimes additional scouting organizations 
are brought in. A completely different situation 
exists among foreign companies. The Capgemini 
Institute conducted a study surveying around 
1,000 large companies worldwide: 75% clearly 
emphasized that without the use of open inno-
vations, it is practically impossible to ensure the 

7 URL: https://digital-natt.ru/

timely implementation of the latest technologies.8

In summary, it should be noted that at pre-
sent, Russian digital innovation platforms cannot 
compare to their foreign counterparts in terms of 
funding volume and the number of participants. 
This is due to the fact that Russian ecosystems 
rely on the same financing models dominated 
by public capital, with state corporations as the 
main participants. To change this situation, other 
schemes need to be used within the framework 
of digital platforms.

INNOVATION FINANCING 
INSTRUMENTS

In the academic literature, financing instru-
ments are generally divided into repayable and 
non-repayable. The first group includes various 
types of investments with investor participation 
in the company’s or project’s capital, as well as 
subsidies and grants without such participation.

The second group is most often used by gov-
ernment bodies and agencies implementing 
state innovation policy. Overall, authors of in-
novative developments and startups mainly 
need non-repayable investments, which include 
equity participation in the company as a founder 
or direct profit-sharing through project agree-
ments and other mechanisms. Credit financing 
is also used —  it has been examined by many 
authors [9–11].

There is already some experience in Russia 
with introducing specialized loans for innovative 
companies. In particular, in 2020, the SME Cor-
poration for the first time issued a loan secured 
by intellectual property for early-stage startups.9 
Since then, major Russian banks have launched 
similar programs.

However, this type of financing has not gained 
widespread traction in the innovation environ-
ment: data from the 2024 statistical digest Indi-

8 URL:  https:/ /prod.ucwe.capgemini .com/wp-content/
uploads/2023/05/CRI_Open-innovation_Report_Final-Draft_12062023_
Web-File.pdf
9 URL: https://www.vedomosti.ru/finance/articles/2020/09/03/838788-
pervii-kredit
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cators of Innovation Activity (see figure) indicate 
its low prevalence.

As shown in the figure, the industries where 
credit financing of innovation holds significant 
weight are “water supply and waste disposal” as 
well as “agriculture.” In all other sectors, it is neg-
ligible, and even in the high-tech manufacturing 
sector, its share does not exceed 2.4%. From this, 
it can be concluded that such financing projects 
have not become widespread in Russia. The most 
likely reason for this is the high risk associated 
with investing in high-tech projects, especially 
at early stages. Non-credit financing is therefore 
more appropriate than credit financing.

In practice, this means creating a new start-
up company and attracting funding either in 
the form of equity stakes or share purchases. 
However, it should be noted that many high-
tech projects (particularly in industry) can-
not be realized through the creation of new 
companies because launching any large-scale 
production is only possible for relatively large 
corporations that control a significant market 
share. Young startups, even if they focus on a 
small part of the production process, find it 
nearly impossible to compete.

Launching such projects requires at least 
pilot production line trials, which only large 

Fig. The share of loans and borrowings in financing innovation activities

Source: URL: https://issek.hse.ru/mirror/pubs/share/907284710.pdf
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existing market corporations can afford. These 
corporations are often not interested in the 
growth of small innovative companies, prefer-
ring instead to acquire technologies at an early 
stage by directly purchasing patents or hiring 
the developers as employees. Therefore, direct 
equity investments in industrial innovation 
companies are rarely feasible.

At the same time, the patenting process itself 
is a complex task, requiring the author to incur 
costs for legal support and spend time regis-
tering the patent. Hiring the authors directly 
is often preferable in terms of conditions, but 
intellectual property rights for products created 
within a company usually belong to the com-
pany rather than the authors. For this reason, 
alternative approaches are needed. For exam-
ple, in 2013, one of the largest venture capital 
funds —Y Combinator —introduced a financing 
instrument called SAFE (Simple Agreement 
for Future Equity 10). This instrument allows 
companies to raise funds at the stage when 
only an idea and a team of creators exist. Under 
this agreement, the investment converts into 
actual equity in the company if it succeeds in 
the future.

This instrument gained popularity in the 
United States, and Y Combinator applies it to 
all emerging startups. However, as more data 
accumulated on SAFE usage, the specifics of 
its application and its impact on both inves-
tors’ and recipients’ interests have become 
clearer. Initially, SAFE was designed for the 
IT sector, where startups as small innovative 
companies are typical. However, this approach 
carries risks —  for instance, if a startup fails 
or if the team moves on to a different project, 
the investor may lose their investment, among 
other challenges [12]. Nevertheless, the concept 
remains in demand, and academic research on 
SAFE’s use in other countries exists [13, 14]. It is 
also applied within digital blockchain platforms 
in the form of smart contracts [15].

10 URL: https://www.ycombinator.com/documents

All of the above suggests that the concept is 
overall a good option for attracting investment 
at early stages of project development and can 
be adapted for different purposes to enhance 
security and protect investors’ interests.

CONCLUSION
To develop a mature innovation ecosystem with-
in the economy, a free investment market and 
competition between ideas and developments 
are essential. Experience from the 2000s shows 
that an innovation ecosystem does not emerge 
spontaneously; it requires initiatives either 
from the state or from large private businesses. 
In various countries, this led to the creation of 

“Silicon Valley” projects —  clusters where inno-
vative companies are concentrated and given 
preferential conditions for growth. Unlike their 
foreign counterparts, Russian projects continue 
to rely on limited state capital and cannot match 
international examples in terms of growth and 
funding.

However, with the widespread development 
of digitalization today, innovation ecosystems 
are also transitioning to digital formats. This 
shift enables decentralized and flexible financ-
ing directly to developer teams during the crea-
tion of new technologies, as well as the attrac-
tion of private capital.

In conclusion, Russian digital innovation 
ecosystems need to:

• have a digital platform uniting Russian 
companies (or integrate with similar platforms);

• use direct investments for groups of tech-
nology developers, with profit-sharing arrange-
ments with investors based on instruments like 
SAFE;

• gradually accumulate experience in apply-
ing this new financing tool and develop the plat-
form’s operational rules.

Thus, digital innovation ecosystems, sup-
ported by high-tech industries, can become 
centers for creating added value and thereby 
enhance the competitiveness of the Russian 
economy in the global market.
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INTRODUCTION
Over the past few years, participants in eco-
nomic relations have been engaging a direct 
exchange of information between each other. 
This format of communication potentially 
provides innovative ways of interaction, where 
vendors and purchasers reconfigure roles, 
forming unique models of cooperation. Such 
transformation generates a variety of factors, 
which determine competitive advantages of 
different scales: from corporate to global level. 
Hence, the research aimed at identifying and 
scientific interpreting the factors and main 
trends in the development of the platform 
economy in the Russian Federation is of con-
siderable relevance and timeliness, as well as 
the research area to justify institutional, ad-
ministrative, legal, managerial, and organiza-
tional and economic tools aimed for improving 
the efficiency of Russian participants in the 
platform economy. All the above-mentioned 
aspects involve exploring ways and mecha-
nisms that could increase the efficiency of 
Russian participants in the platform economy 
as well as justification of institutional and ad-
ministrative approaches, which contribute to 
successful integration into a dynamic and un-
predictable business context.

MATERIALS AND METHODS
This article is based empirically on official sta-
tistical data from Rosstat, corporate financial 
reports and analytical publications by market 
participants, including the Moscow Exchange. 
The theoretical and conceptual basis is pro-
vided by the results of scientific research con-
ducted by Russian and international scholars 
on a variety of topics related to the trends 
and prospects of development of the platform 
economy and its impact on global and local 
markets. Another important aspect in the re-
search is the selection of strategic planning 
documents of the Russian Federation, which 
contain recommendations and initiatives 
aimed at the digital transformation of the do-

mestic economy. Thus, the theoretical basis of 
the given article hinges on the existing scien-
tific achievements and defines the prospects 
for further research into the mechanisms of 
the platform economy within the context of 
modern Russian reality.

RESULTS AND DISCUSSION
The issue of the platform economy is relatively 
new to domestic science. Within the frame-
work of a rapid spread of digitalisation, chang-
es occur not only in the structure of economic 
relations themselves, but also in consumer 
preferences and organisational business mod-
els. Research work of the platform economy 
requires an understanding of a whole variety 
of factors, from technological, economic, so-
cial to cultural and this makes the exploring 
quite complex with multi-level tasks, both 
for scientists and practitioners. Deficiency in 
established theoretical and methodological 
foundations in this area makes it complicated 
to develop uniform approaches and concepts, 
which creates problems for formulating ad-
equate strategies and policies at national level.

Nowadays, science suggests different views 
on this definition. According to our judgement, 
the interpretation by M. M. Balanova most fully 
reflects its essence: “The platform economy is 
the emerging perspective core of the digital 
economy, representing a system of relationships 
based on economic activities based on digital 
platforms that allow vendors and purchasers of 
products/services to administer transactions, 
enhance indirect network effects, and create 
new markets” [1].

L. P. Dashkov, V. I. Puchkov [2] and I. M. Kore-
lin [3] have explored various aspects of employ-
ment in the platform economy. The research 
works of the industry-specific characteristics 
of the platform economy have revealed scien-
tific interpretations by K. O. Akberov, I. A. Shu-
raev [4], A. E. Plakhin and V. Zh. Dubrovsky and 
E. S. Ogorodnikova [5]. The assessment of mod-
ern trends and prognosis of potential areas of 
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development has been determined in the pub-
lications of I. Yu. Kulikova [6] as well.

The outlook of the viewpoints of the afore-
mentioned scholars helps establishing a consen-
sus regarding the growing role of the platform 
economy, which is one of the key drivers of the 
transformation of economic systems both nation-
wide and worldwide. Besides, experts emphasise 
the rapid pace of platform economy processes, 
which is the result of the dynamics of scientific 
and technological progress in telecommunications 
and the organisation of digital services, as well as 
the spread of access to data exchange networks 
and primarily to the Internet. Moreover, the ne-
cessity of integrating interdisciplinary approaches 
determines the importance of understanding this 
definition, as it affects not only economic but 
also legal, social and technological aspects. This 
creates additional challenges that require from 
researchers to develop a broader understanding 
of methods, techniques and tools for analysing 
and testing hypotheses.

It is also worth paying attention to the legis-
lative regulation of the platform economy in the 
Russian Federation. One of the main challenges 
in this area is the insufficiently clear legal frame-
work that would correspond to the dynamics of 
the development of digital platforms. At present, 
this activity is regulated only indirectly by several 
regulatory documents.1

1 Federal Law No. 149-FZ of 27 July 2006 “On Information, 
Information Technologies and Information Protection”. URL: 
https://www.consultant.ru/document/cons_doc_LAW_61798/; 
Federal Law No. 236-FZ of 1 July 2021, “On the Activities of 
Foreign Persons in the Information and Telecommunications 
Network (“Internet”). URL: https://www.consultant.ru/document/
cons_doc_LAW_388781/; The Law of the Russian Federation 
No. 2300–1 of 7 February 1992 entitled “On the Protection of 
Consumer Rights”. URL: https://www.consultant.ru/document/
cons_doc_LAW_305/; Federal Law No. 135-FZ of 26 July 2006 “On 
the Protection of Competition”. URL: https://www.consultant.ru/
document/cons_doc_LAW_61763/; Federal Law No. 129-FZ of 8 
August 2001 “On State Registration of Legal Entities and Individual 
Entrepreneurs”. URL: https://www.consultant.ru/document/cons_
doc_LAW_32881/; Federal Law No. 218-FZ of 13 July 2015 “On 
State Registration of Real Estate”. URL: https://www.consultant.
ru/document/cons_doc_LAW_182661/; Federal Law No. 431-FZ of 
30 December 2015 “On Geodesy, Cartography and Spatial Data, 

The uncertain nature of legal status of plat-
forms complicates the taxation, consumer pro-
tection and content liability, besides it leads to 
legal loopholes. The issue of protecting users’ 
personal data is also important, since platforms 
process huge amounts of personal information. 
Clearly, all this requires stricter measures and 
an approach that will consider the needs of busi-
nesses and users alike, providing a balance be-
tween innovation and legal protection.

Paying tribute to many colleagues for their 
contributing exploration of the platform econ-
omy, we acknowledge that there is a need for 
further scientific analysis of its trends and pros-
pects in the consequences of rapid changes in 
government regulatory mechanisms, market 
conditions and socio-political conditions.

Platforms that connect various market par-
ticipants (consumers, manufacturers and ser-
vice providers) can be either commodity-based 
(for instance, online retailers) or service-based 
(e. g. taxi services or housing rentals). The key 
characteristics of the platform economy are the 
following:

• Network effect. The more users on the 
platform, the greater the benefits it provides. 
Thus, social networks, for example, become 
more attractive to users as their audience of 
friends and subscribers grows, which, in turn, 
leads to more advertisers and partners who 
wish to use the platform to promote their 
goods and services.

• Accessibility. The higher level of attain-
ability, the better chances to improve the user 
experience and contribute to the creation of 
more effective market mechanisms, which may 
allow small and medium-sized manufacturers 
to enter the market more easily and compete 
with large companies.

and on Amendments to Certain Legislative Acts of the Russian 
Federation”. URL: https://www.consultant.ru/document/cons_
doc_LAW_191496/; Federal Law No. 8-FZ of 9 February 2009, “On 
Ensuring Access to Information on the Activities of State Bodies 
and Local Self-Government Bodies”. URL: http://www.kremlin.ru/
acts/bank/28858;
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• Flexibility. Platform solutions have often 
incorporated mechanisms that can respond 
swiftly to changes in consumer preferences 
or market conditions. This kind of adaptabil-
ity could make platforms resilient to external 
shocks and economic crises, as well as it facili-
tates a swifter integration of new technologies 
and innovative solutions.

The study of corporate financial reporting 
indicators for tax payments to the Russian Fed-
eration budget system 2 makes it possible to 
identify the main participants in the digital plat-
form and ecosystem market, namely, platform 
economy operators. Here, these operators are 

2 Official website of Federal tax services. URL: https://www.nalog.
gov.ru/rn77/related_activities/statistics_and_analytics/; https://
www.e-disclosure.ru

comprehended as companies or organisations, 
which create and manage digital platforms, con-
necting various participants (such as consum-
ers and sellers, customers and contractors) as 
well as providing them with services and tools 
for interaction. This definition is based on the 
provisions of the Draft Federal Law, “On the 
Platform Economy in the Russian Federation”.3 
Key aspects of operators’ roles include develop-
ing ecosystems, managing the network effect, 
and optimising the user experience. Table 1 lists 
the main contemporary participants (platform 
economy operators) in the digital platform and 
ecosystem market in Russia.

3 Draft Federal Law “On the Platform Economy in the Russian 
Federation” URL: https://base.garant.ru/57007713/

Table 1
The major operators of the platform economy in the Russian Federation

Economic activity Brand name

Marketplaces, service aggregators Sber Mega Market, Yandex, Wildberries

Classifiers* DomklikSber, Avito, Ozon, Yula, Tsian

Sharing platforms Delimobil, YandexDrive, Volt

Labour market platforms HeadHunter, SuperJob

Crowdfunding and financial platforms Yu-money, planeta.ru

Information and reference platforms Gosuslugi, Yandex.Maps, Mos.ru

Social networks, messengers Vkontakte, Odnoklassniki, Telegram

Sourse: compiled by the authors.

 Note: classifiers are specialised Internet resources that provide interaction between sellers and buyers of certain commodity items (e. g. real 
estate, cars, etc.).
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The information presented in Table 1 identi-
fies the following features of the current stage 
of development of the platform economy in the 
Russian Federation:

• a wide and more expending range of eco-
nomic activities, in which digital business in-
struments are successfully employed at a corpo-
rate level;

• the development of umbrella brands that 
embraces together multi-sector digital platforms 
and different types of businesses;

• high levels of competition among operators 
in the Russian platform economy, contributing 
to an increased range of digital products for con-
sumers, package deals and overall efficiency in 
this segment.

The expansion of digital platforms and ecosys-
tems have generated favourable circumstances 

for the development of a sustainable economy. 
This transition process contributes to acceler-
ated digital transformations meanwhile flexibility 
becomes an important factor to reduce economic 
turbulence. Businesses that develop on platforms 
can save significant time and financial resources, 
which in turn, can be directed towards developing 
their own services. In addition, using platforms 
together with private logistics and procurements 
has become an essential way of import substitu-
tion, which helps filling the Russian market with 
primary commodities. Besides, the opportunities 
to create new jobs and generate income are equally 
important. At the same time, users acquire access 
to a variety of goods and online services, since 
consumer demand is growing [7]. Notably as well, 
the pandemic events and its follow-up resulting 
restrictions related to physical interaction be-

Fig. 1. Dynamics of GDP of the Russian Federation in 2022–2024  
(trillions of Rubles, in 2021 prices)

Sourse: compiled by the authors.
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Fig. 2.  Dynamics of aggregate capitalisation  
of the major Russian operators of the platform economy in 2022–2024 (trillions of Rubles)

Sourse: compiled by the authors.
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tween citizens have driven to an additional rapid 
expansion for economic entities in the platform 
economy of the Russian Federation. Here we shall 
consider its most rapidly developing sectors.

1. In passenger transportation, the Yandex 
Group has become the leading market player. In 
in 2011, it developed the Yandex.Taxi app, which 
quickly gained popularity thanks to its conveni-
ent mobile interface and competitive prices. The 
platform uses algorithms for routes optimization 
and calculation of trip costs. In 2018, Yandex.Taxi 
amalgamated with Uber in the Russian Federa-
tion and throughout other CIS countries and this 
improved its performance related to services and 
increased profitability through combined potential.

2. The retail sector was represented primarily by 
the Ozon Group, as one of the first online retail-
ers in the Russian Federation, operating since its 

foundation in 1998. The platform offers to con-
sumers a wide range of products, including books, 
electronics, and clothing. Throughout recent years, 
Ozon has been actively developing its logistics 
operations and implementing new technologies, 
such as warehouse automation and delivery by 
drones. Another Russia’s major player is Wildber-
ries. Founded in 2004, it has become the largest 
national online store. Wildberries sells clothing, 
footwear, cosmetics etc., and it actively develops 
a network of drop-off points and implements new 
technologies to enhance the user experience.

3. Delivery Club, Cooper and Yandex.Food are 
the Russia’s platforms that operate in food de-
livery services from restaurants and shops. Their 
services became especially popular during the 
pandemic period, when demand increased in the 
society.



140

The World of New Economy • Vol. 19, No. 2’2025 WNE.FA.RU

The principle operators of the Russian platform 
economy keep constantly developing their busi-
ness models, which contributes to their growing 
market share both domestically and worldwide. For 
example, Yandex, being a leader among innovative 
companies was categorised in the international 
rating of Forbes Global 2000 at the end of 2023. 
It offers a whole variety of services integrated 
under one brand, namely: passenger transporta-
tion (Yandex.Taxi), food delivery (Yandex.Eda), 
car sharing services (Yandex.Drive), provision of 
entertainment media content (Yandex.Music), etc.

In view of the subject of the given article, we 
shall provide analysis of the role and position of 
the platform economy within the framework of 
the economic landscape in the Russian Federation 
below in Fig. 1 and 2).

As Fig. 1 and 2 indicate, the economic growth 
rate of GDP of the Russian Federation during 
the observation period has reached 8.3 per cent 
meanwhile the corresponding figure for the aggre-
gate capitalisation of the main platform economy 
operators was 15.7 per cent. Almost double-rate 
growth indicates the following processes: firstly, 
owners and corporate management of companies 
have come to a growing awareness of the need to 
organise digital support for business processes. 
This will streamline operating costs and acceler-
ate information exchange. Secondly, the market 
has indicated a consolidation of assets, which 
manifested in the emergence of large operators 
with diversification strategy of their activities in 
the digital environment by means of purchasing 
promising companies, including those beyond 
the boundaries of the Russian Federation, as well 
as by integrating them into an umbrella brand. 
Particularly, Yandex and Sber groups incorporate 
such a business strategy. Thirdly, the Russian 
digital market undergoes a sustained develop-
ment, which is particularly appropriate in the 
context of unprecedented pressure of sanctions 
against the Russian economy from a number of 
hostile powers.

Thus, there exists a correlation between these 
processes and global trends in the platform econ-

omy [8–11], which will proceed developing to 
increase its share, to adapt to new circumstances 
and requirements. In the future, it is expected, 
that new platforms aimed to cover various areas 
of life will emerge for operation, such as online 
educational platforms like Coursera and Udemy, 
which offer access to educational tools and re-
sources for a wide audience.

Additionally, it is assumed, platforms will use 
artificial intelligence and big data technologies 
to streamline the user experience and optimise 
business processes. This will make them possible 
to provide more personalised services and elevate 
customer satisfaction.

Table 2 illustrates the interpretation developed 
by the authors of the socio-economic effects of 
the platform economy.

The trends we have identified in the dynamic 
development of digital platforms determine the 
need for substantiating effective state regulation 
of this activity. Another factor, which occurred 
relatively recently, is the economic sanctions im-
posed on the Russian Federation by hostile states. 
These sanctions have created challenges such as 
the outflow of qualified IT experts, restricted ac-
cess to advanced technical solutions and foreign 
investment, and limited movement of goods across 
the border. This has led to a reduction in the va-
riety of marketplaces available. Among other risk 
factors, include politically or financially encour-
aged cyberattacks by international hacker groups, 
which make a destabilizing impact on operation 
of entities in the platform economy.

In such circumstances, as we visualise, the 
effectiveness of regulation can be developed in 
both internal and external contexts. This can be 
achieved internally by means of optimising the 
existent body of legislative and regulatory legal 
acts of the Russian Federation. It is vital to re-
view and clarify the regulations in the sphere of 
activities of control and supervisory bodies: such 
as their powers, responsibilities, rights, and com-
mitments. This approach will help eliminating 
excessive barriers and enhancing the transparency 
of regulatory processes. In the external contexts, 

ECONOMIC THEORY
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Table 2
Socio-economic effects generated by the platform economy

Type of effect The essence

Increased sustainability contributing 
to economic development

The development of digital platforms facilitates acceleration of digital 
transformation at meso- and macroeconomic levels by transferring technical and 
technological solutions and the immanently available flexibility of digital tools. 
This allows businesses to respond faster to changes in market conditions

Business expansion The expanded functionality of digital platforms and ready-made customer bases 
allow businesses to significantly increase their outreach to potential customers 
and thereby grow their market share. An additional effect arises when a company’s 
own digital services get integrated with platform solutions

Formation of new supply and 
logistics chains

The use of digital platforms to arrange procurement and logistics enables to find 
the most effective contractors relatively quickly

More new jobs, higher income of 
economic entities and growing 
budget system of the Russian 
Federation

The digital transformation, related to the development of platform infrastructure, 
creates new innovative jobs and leads to structural transformation of the economy, 
which contributes to an increase in both the income of economic agents and the 
budget system of the Russian Federation due to the growth of tax payments

Stimulating consumer demand Consumers gain access to a non-stop growing range of goods and services, as well 
as buy related goods and services

Stimulating social development This contributes to expanding opportunities for obtaining social services and 
encouraging citizen involvement in socio-political processes

Sourse: compiled by the authors.
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it is necessary to organise an instrumentation for 
cross-border state regulation aimed to develop the 
platform economy in collaboration with friendly 
countries. This could encompass uniform stand-
ards established to ensure the security of user 
information and organising collaboration against 
online fraud between law enforcement agencies. 
Such approach is aimed not only to improve the 
operation of the platform economy, but also helps 
increasing user confidence.

The present challenges which affect the devel-
opment of the platform economy require a specific 
state regulation (primarily regarding established 
standards) to improve such issues as the lack of 

effective protection of consumers’ rights, mul-
tiple labour law violations relating to front-line 
marketplace personnel (for instance, warehouse 
workers and give-away outlets), or taxi drivers 
cooperating with transport service ecosystems.

In addition to the abovementioned measures, 
aiming to intensify the platform economy of the 
Russian Federation, including minimising the 
impact of destructive external factors, it is nec-
essary to ensure a reliable activity of operators, 
which implies, namely:

• developing digital infrastructure, in addi-
tion to provision of uninterrupted high-speed 
internet access;
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• guaranteeing the protection of users’ per-
sonal data and other confidential information, 
including the users’ mandatory consent for the 
use of their personal information for marketing 
purposes;

• curbing market monopolisation and unfair 
competition by creating mechanisms to sup-
port digital start-ups and pioneering research 
and development;

• protecting the rights and legitimate in-
terests of consumers of services which are pro-
vided by platform economy operators and their 
employees in the Russian Federation;

• protecting the interests of operators of 
the Russian platform economy in foreign ju-
risdictions and expanding their participation 
in developing international agreements that 
regulate digital economic activity.

Obviously, solution of such a complex task 
requires the involvement of the State, with ac-

tive participation of representatives of consumer 
communities, industry associations, and experts.

Digital financial assets (DFAs) are the ele-
ments of paramount importance for the platform 
economy of the Russian Federation. The issuance 
and circulation of DFAs are provided by spe-
cialised digital platforms, namely, information 
system operators (ISOs). The ISOs open access to 
the information system for users, interact with 
state authorities regarding the issues related to 
the provision of information and the enforcement 
of court decisions,4 as well as record and perform 
settlements on transactions involving DFAs.

Nowadays, Bank of Russia’s register has 
eleven ISOs.5

Between the DFA issuers can be legal entities, 
including banks, financial organisations, large 

4 URL: https://secrets.tbank.ru/razvitie/cfa/
5 URL: https://alfabank.ru/corporate/a-token/#form

Fig. 3. The major issuing entities of digital financing assets in 2024

Sourse: compiled by the authors.
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and small companies, medium-sized enterprises 
(SMEs) 6 as well as individual entrepreneurs (see 
Fig. 3). Even not qualified investors can invest in 
CFAs, significantly expanding the opportunities 
to attract liquidity for Russian companies.

THE MAIN OBSTACLES FOR 
CFAS OF TODAY AND THE 

WAYS TO OVERCOME THEM
The main issues restricting the growth of the 
CFA asset market in Russia can be categorised 
into the following three groups:

1. Legal regulation of their issue and circula-
tion. The regulatory framework is not yet entirely 
developed. There is no experience in resolving 
conflicts or prioritising debt repayment. There 
are also a number of contradictions, for example 
between the laws related CFA and securities [12].

2. The lack of awareness of CFA trading mecha-
nisms and the confidence of potential investors 
in the return on their invested capital.

3. The lack of mutual integration of OISs in 
CFA trading reduces the market liquidity. Be-
sides this, investors are dependent on a specific 
platform and unable to transfer their assets to 
another platform.

In our viewpoint, the most important is the 
third problem. The decision to create completely 
autonomous, disconnected ISOs seems primarily 
controversial. In the long run, we can expect that 
ISOs would become converged towards a “common 
denominator”, likewise stock exchange activities. 
In other words, the functions of operators of in-
formation systems will be similar to brokerage 
companies and the register of the Central Bank 
of Russia will resemble a stock exchange, operat-
ing with a single settlement and clearing centre. 
However, such a centralization-driven decision 
will have a drawback: the potential system could 
be vulnerable to sanctions.

The issues of regulatory control are relevant 
in all digitalization-related areas. Thus, for ex-
ample, the lack of unification of the legislative 

6 URL: https://alfabank.ru/corporate/a-token/#form

framework and regulatory documentation in this 
area is assessed currently as one of the major bar-
riers for the application of information modelling 
technologies in the construction of transport 
infrastructure [13].

The abovementioned problems are likely to 
be resolved eventually, probably by means of the 
establishment of an additional regulatory body. 
As far as investor awareness and confidence are 
concerned, this can be easily achieved, when major 
players start to operate within the DFA market, 
which, actually, already takes place.

PROSPECTS FOR THE USE OF 
DFAS IN REGIONAL TRANSPORT 

AND LOGISTICS COMPLEXES
Enterprises, which operate in the transport and 
logistics sector, consistently require financing. 
This challenge has become particularly serious 
under the current circumstances of extremely 
high interest rates established by the Central 
Bank of the Russian Federation.

Significant success in improving various prob-
lematic aspects of the transport and logistics 
sector can be reached by introduction of digital 
financial assets. Below we have identified a num-
ber of promising areas, specifically:

1. Tokenisation of assets, in such area as con-
tainers, transport vehicles, or even entire logistics 
hubs. This enables to generate digital equivalents 
of physical assets, facilitating new opportunities 
for asset management, their leasing, sale, and 
exchange. For instance, warehouse owners may 
offer rental services through DFA-based platforms.

2. Support for international operations. In 
cross-border logistics, DFAs can serve as a pow-
erful tool for overcoming barriers, which occur 
due to currency restrictions and discrepancies 
in national legal systems. DFAs enable rapid and 
secure cross-border financial transfers by means 
of bypassing traditional banking channels and 
systems.

3. Smart contracts. They can ensure automa-
tisation and increase the transparency of many 
logistical processes through the provision of spe-
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cific contractual conditions either partially or 
fully without manual involvement. This enhances 
operational speed and reduces the likelihood of 
human error.

4. Replacement of traditional liquidity-raising 
methods with DFA instruments. This subse-
quently broadens the investor base, reduces 
costs, and minimises the time for the issuers 
required for capital acquisition.

SMART CONTRACTS AND ASSET 
TOKENISATION AS INSTRUMENTS 
FOR HIGHER EFFICIENCY IN THE 

TRANSPORT AND LOGISTIC SECTOR
The implementation of DFAs as a tool for the 
digital transformation of the transport and lo-
gistics sector provides viable opportunities for 
reducing cost, gaining efficiency, and increasing 
transparency within the framework of supply 
chains. Their application in this field is diverse; 
however, we shall cover two aspects worth of 
particular attention: smart contracts and asset 
tokenisation.

Smart contracts enable the automation of 
payment transfers to transport companies under 
the terms arranged in advance, thereby reduc-
ing invoice processing costs and ensuring timely 
payment. Freight transportation, especially mul-
timodal logistics, has become a complex, multi-
stage process, which requires a rigorous control 
and every-stage monitoring. The following key 
indicators to be monitored include:

• Precise timing of passage through control 
points;

• The condition of cargo at all stages of trans-
portation;

• Delivery speed and cost of cargo;
• Acceptance of cargo for safekeeping or for 

delivery by the transportation chain participants.
These indicators can be comprehensively moni-

tored through the implementation of smart con-
tracts. In the essence, they are computer codes, 
therefore automatically recording the necessary 
parameters and giving a green light for the transition 
to subsequent stages of transportation. This ensures 

transparency of the process at all stages of delivery, 
reducing the number of intermediaries, simplifying 
and streamlining documentation procedure, and 
lowering costs related to legal and notarial services, 
as well as lowering expenses arising from disputes.

A smart contract signed between the consignor, 
consignee, and transport operator/logistics com-
panies enables controlling the following:

• Information and notifications: changes in 
the status of the cargo, passage through control 
points;

• Invoicing and payment processing, includ-
ing by the way the scheduling of payments for 
intermediary services separately and linking 
payments to specific control milestones or op-
erations;

• Cargo insurance determined at different 
stages of transportation.

For example, in 2018, RZD (Russian Railways 
Company) piloted the use of block chain-based 
smart contracts during the transportation of goods 
by means of container trains along the October 
Railway.

To assess the viability of this solution in mul-
timodal logistics, the digital platform was inte-
grated with the information systems of external 
organisations, such as the Port of Saint Petersburg 
and the freight forwarding company “Modul”. At 
the initial phase, approximately thirty freight 
operations were analytically processed. Over the 
first two months, nearly forty test shipments were 
conducted, the majority of which were successful. 
The final data displayed on the platform of dis-
tributed ledger corresponded with the parameters 
recorded in the smart contracts.

In general, tokenisation implies the encoding 
of specific rights in the form of a token, namely, a 
piece of software code. In contrast to real, physi-
cal assets, tokenised assets can be divided among 
several investors, and the income derived from 
them can be distributed proportionally according 
to the individual shares specified in the token. At 
present, the principal obstacle for the development 
of this market consists in inadequate regulatory 
framework.

ECONOMIC THEORY
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CONCLUSIONS
Russia’s market of digital platforms and eco-
systems (such as Wildberries, Avito, Ozon, Sber, 
SberMarket, VTB, Yandex, VK, Kaspersky Lab, 
1C, among others) are rapidly evolving. They 
have become integral elements for the func-
tioning of many key economic sectors, includ-
ing trade, finance, logistics, and services. Their 
large-scale introduction and development play 
the central role of digitalisation in the national 
economic strategy. Besides all that, public trust 
in digital platforms and ecosystems remains 
high and this makes an essential indicator of 
their resilience and reliability.

Thus, we can draw the following conclusions 
from this research work:

1. At the current stage, the platform economy 
constitutes one of the most dynamically develop-
ing segments of the national economic complex, 
which yields the following numerous positive 
socio-economic end-results, including: genera-
tion of added value, increased tax revenues to 
the federal budget of the Russian Federation, 
strengthened interregional economic ties, reduc-
tion of disparities in socio-economic develop-
ment, as well as job creation. These developments 
enhance the competitiveness of the Russian 
economy in comparison with global standards. 
Nowadays, the platform economy is sophisticat-
ing traditional business models in Russia and 
internationally through the widespread imple-
mentation of advanced management practices at 
the micro-meso-and-macro-levels. The success 
of platforms depends on their adaptability to 
changing consumer preferences and regulatory 
environments, as well as their openness to inno-
vations and cooperation with diverse stakehold-
ers. In the circumstances of rapidly developing 
technological progress, the platform economy will 
continue to exert significant influence on both 
global markets and society as a whole.

2. The adjustments in the state regulation 
is necessary to maximise the positive effects of 
the platform economy. In line with the authors’ 
academic viewpoints, it is advisable to develop a 

list of systemically important platform economy 
operators in the Russian Federation analogous 
to the list of entities subject to a special regula-
tory regime and systemically important credit 
institutions 7 compiled by the Central Bank. This 
regime should include various economic incen-
tives, such as state support measures, for instance, 
preferential loans or co-financing from the federal 
budget, protection of interests of systemically 
relevant of platform economy operators, which 
deal with telecommunication services providers, 
etc. Moreover, there should be eliminated incon-
sistencies and contradictions among government 
bodies in the digital regulatory sphere. On the 
one hand, strategic planning documents establish 
objectives of digital sovereignty related to digital 
transformation of domestic economy and digital 
development projects and programs 8 are imple-
mented with the support of the State. However, 
on the other hand, certain cases have occurred 
related to extrajudicial restrictions on the Inter-
net access, which have a detrimental impact on 
the performance of domestic platform economy 
operators, stain their international reputations, 
and reduce their capitalisation.

A significant growth reserve for Russian plat-
form operators ensures our country the opportu-
nity to participate in international organisations 
such as the Shanghai Cooperation Organisation, 
the Eurasian Economic Union, etc. Establishing 
interstate cooperation in such areas as harmo-
nisation of digital economic regulations and 
foundation of unified conditions for cross-border 
movement of goods, services, and capital will 
offer Russian operators additional competitive 

7 Bank of Russia Instruction of 13.04.2021 No. 5778-U “On the 
Methodology for Determining Systemically Important Credit 
Institutions”. URL: https://www.garant.ru/products/ipo/prime/
doc/400694152/
8 Decree of the President of the Russian Federation of 07.05.2024 
No. 309 “On the National Development Goals of the Russian 
Federation for the Period up to 2030 and for the Perspective Up 
to 2036”. URL: http://www.kremlin.ru/acts/bank/50542; Decree 
of the President of the Russian Federation of 30.03.2022 No. 166 
“On Measures to Ensure the Technological Independence and 
Security of the Critical Information Infrastructure of the Russian 
Federation”. URL: http://www.kremlin.ru/acts/bank/47688
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advantages, which is due to the particular role of 
the Russian language as a means of international 
communication in several member states, who 
are participants in the abovementioned organi-
sations.

It is necessary to develop mechanisms to en-
courage corporate integration within a unified 
platform economy space shared by Russia and 
its allied states. The practical implementation of 
such an institutional initiative, together with the 
development of intergovernmental administrative 
and legal mechanisms will enhance the competi-
tiveness of Russian and allied platform operators. 
This, in turn, will positively influence metrics 
such as capitalisation, technical and technologi-
cal innovations, etc., and enables to effectively 
compete with analogous companies from the 
United States and China.

Thus, this may bring to conclusion, that dig-
ital platforms and ecosystems are not merely 
instruments for enhancing business efficiency, 
but also key players in the process of national 
economic development. Their influence keeps 

growing and opening new avenues for innova-
tions, improvement of quality of services, and 
enhanced quality of public life. This ongoing 
transformation process requires a further research 
and optimisation of digital platform operations 
to ensure sustainable and balanced economic 
growth within the country.

4. DFAs represent a rapidly evolving innova-
tion. The platform economy cannot function ef-
fectively without them. On the one hand, DFAs 
constitute a new class of assets. On the other 
hand, they serve as a substitute for all traditional 
exchange-traded instruments. In the near future, 
DFAs are expected to transform conventional 
economic relations in many areas. Undoubtedly, 
the digital transformation of the transport and 
logistic sector will inevitably involve the active 
utilisation of capacities of DFA. Thereby, this will 
enhance its financial resilience and the profit-
ability of the transport industry in Russia. The 
wide-scale adoption of digital assets will help 
resolve pressing issues in logistics both at the 
domestic territory and worldwide.
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