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Abstract—The article considers the main features of the economic crises of 1998, 2009, and 2015; analyzes
the dynamics of the main indicators of regional socioeconomic development in crisis conditions and at its ter-
minal stage. It is shown that all crises are caused by structural factors: imbalances in the sectoral structure,
weak financial sector, and weak institutions. An export-oriented model of the economy has proved unstable
to external shocks. In all cases, the crisis-related decline began with the regions that most dependent on the
external economic situation, with metropolitan areas and oil and gas producing regions. However, a deeper
decline in production and slow economic recovery were observed in regions oriented toward domestic Rus-
sian demand. After the 2009 crisis, the range of fluctuations in growth rates decreased in all federal districts.
The decline in production during the crisis has become smaller; however, the subsequent rise has not been
high. The article assesses the impact of national trends and regional features of the production structure on
regional economic dynamics. It is shown that crisis conditions amplify interregional differentiation of growth
rates and the value of regional factors increases. The contribution of regional factors determines the stability
of the economy to crisis-related shocks. The shares of the distribution of income between households and
businesses are considered, since a change in these determines consumer and investment demand dynamics.
It is shown that revenue redistribution in favor of business is not a factor in investment growth. The regional
structure of investment demand is not directly related to the regional structure of business revenue. A pecu-
liarity of the 2015 crisis is that adaptation of final demand to external shocks and depreciation of the ruble
after devaluation occurred by contraction of both investment and consumer demand. The real sector of the
economy shows the greatest resilience to the crisis; precrisis industrial indicators in 2018 were exceeded in all
federal districts.

Keywords: economic crisis, economic recovery, regional growth, household income, business revenue, con-

sumer demand, investments
DOI: 10.1134/S2079970520010062

In the post-Soviet period, the Russian economy
experienced three economic crises: the 1998 crisis,
which completed the transformational recession of the
economy, the 2009 crisis, which was superimposed on
Russia by the global crisis of 2008—2009, and the crisis
that began at the end of 2014. The latter was triggered
by external circumstances, although the conditions for
it had developed within the Russian economy. These
crises were distinguished by external and internal fac-
tors, adaptive mechanisms by which the economy
adapted to the crisis and which it used to overcome it,
and economic policy.

Features of all three economic crises and macro-
economic policies at the federal level are analyzed in
detail [1, 2, 4, 12, 15, 16, 22]. The 2014—2015 crisis
spurred a new wave of publications examining the
mechanisms and specifics of crises of the Russian
economy as a whole.

The literature analyzes the regional aspects of
transformational recession of the Russian economy
[18], the 2008—2009 crisis, and anticrisis policy in this
period [3, 5]. The regional projection of economic cri-
ses is examined from the aspect of how the employ-
ment, production, revenue, and expenditure parts of
regional budgets are formed [6, 8]. Less attention is
paid to analyzing the influence of macroeconomic
conditions on the shaping of regional dynamics. This
article considers precisely these aspects of regional
economic development during crises and subsequent
economic recovery.

COMMON FEATURES OF RUSSIAN CRISES

The 1998 crisis was the lowest point in the decline
of the Russian economy accompanying economic
reforms. The volume of Russian GDP in 1998 was
57.5% of the 1990 level. The transformational reces-
sion of the 1990s was due to internal causes: the break-
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down of the previous economic system, as well as the
accumulation of structural problems in creating a
market economy—simplification of the sectoral struc-
ture, deindustrialization, the outsized development of
the trade and commercial services sectors, an increase
in the share of mining industries in GDP to the detri-
ment of manufacturing, a weak financial sector, and
weak institutions incapable of creating a favorable
investment climate.

The events of 1998 were seen primarily as a result of
the financial imbalance of the Russian economy,
when the problems of the Asian crisis were superim-
posed on the state financial crisis, which led to default.
The economic recovery after 1998 and subsequent
economic growth based on the export—raw materials
model exacerbated existing imbalances. Nevertheless,
under the current external conditions, for Russia, the
export—raw materials model allowed rather high eco-
nomic growth rates and an outstripping stable growth
of household incomes: in 2008, GDP increased
1.9 times compared with 1998, and real incomes
increased 2.2 times. Despite the high growth rates, the
1990 GDP level was achieved only in 2007, at the peak
of the economic recovery in 2008 it exceeded the 1990
indicators by 12.9%.

An export-oriented model of the economy proved
extremely unstable to external shocks. Such a shock
was the global crisis of 2008—2009. The fall of the
Russian economy was not as catastrophic as in the
1990s, in 2009, GDP fell by 7.8%, pre-crisis indicators
were reached already in 2011. However, none of the
structural problems noted above were resolved, which
prepared the ground for the next crisis.

The 2014—2016 crisis was also triggered by external
factors, economic sanctions and the drop in oil prices,
but stagnation of production and a decline in invest-
ment began back in 2012. The prerequisites for the new
crisis, related to the exhausted potential of the export—
raw materials model and growing structural imbal-
ances, developed within the Russian economy [10, 11,
20, 21]. The peak decline in production occurred in
2015; the signs of economic recovery that appeared in
2016—2018 more likely indicate its stagnation than the
beginning of economic growth.

All three crises have a similar sequence of events
characterizing disruption of macroeconomic equilib-
rium and its subsequent restoration to a new level. In
all cases, the external shock consisted of some events
in the global economy, the result of which was a
decrease in hydrocarbon prices. Due to its raw mate-
rial export specialization and structural imbalances,
the Russian economy is very sensitive to the external
economic situation. External shock led to an imbal-
ance in the financial system, and this imbalance via
the mechanisms of anticrisis macroeconomic policies
and actions of all market players responding to chang-
ing external economic conditions developed into a
general economic crisis. Thus, all three crises began
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with a fall in oil prices, accompanied by a reduction in
output, depreciation of savings, and the redistribution
of value added between households and businesses.

The intensity of these processes is specific to each
of the crises, but their sequence is the same. The res-
toration of equilibrium at a new level occurs through
the redistribution of income between institutional
units, via change in demand and relative prices. A
change in the shares of income distribution between
businesses, households, and the state also changes
spatial shares.

REGIONAL PRODUCTION DYNAMICS

Depending on the characteristics of the regional
economy, primarily the structure of production,
regions reacted differently to shocks coming from
external conditions, macroeconomic policies, and the
system of anticrisis measures taken at the federal level.
Analysis of the economic dynamics in federal districts
reveals the general and developmental features of large
geographical areas in Russia.

Published statistics cannot trace the regional
dynamics for the entire post-Soviet period; therefore,
we consider Russian regional economic growth from
the lower point of the transformation crisis, 1998,
when after the relative stabilization of 1997, Russian
GDP fell by 5.3%; the decrease in the total volume for

Russia’s GRP was even higher, 6.5% (Table 1)

The 1998 crisis dealt the most severe blow to the
economies of the industrial Volga, Siberian, and Far
Eastern federal districts, whose economic growth rates
after the crisis also remained below the national aver-
age. In the 2009 crisis, the maximum contraction of
production occurred in the Central and Ural federal
districts, the economies of which were most depen-
dent on the external economic situation. After the
20009 crisis, there was a decrease in the range of growth
rate fluctuations, crisis-related declines were smaller,
but the subsequent rise has also been low, and the
dynamics have become more “viscous.” The same is
also characteristic of other federal districts.

The economic dynamics of the Central Federal
District and the depth of its decline in production are
determined by the situation in Moscow. Similarly, the
dynamics of the Northwestern Federal District is
strongly influenced by St. Petersburg’s economy. Met-
ropolitan agglomerations proved the most sensitive to
external shocks; the features of their economies,
including their dynamics during crises, are analyzed in
detail [7, 9, 13, 14].

' In Table 1 and in the text, the indicators characterizing the crisis
are given for the year in which the minimum values for a given
period were noted, or the maximum in the case of an increase.
Thus, the crisis really began back in 1997, but the lowest point in
the decline in production came in 1998. The situation is similar
to the 2008—2009 crisis: despite the fact that it started in 2008,
2009 was cited as a crisis. In the 2014—2015 crisis, the decline in
production occurred only in 2015.
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Table 1. Average annual GRP growth rates in federal districts, %

Efiirftl 1998 |1999-2008| 2009 |2010—2014| 2015 2016 2017 |2016-2017 | 1999—2017
RF 6.5 72 76 32 0.6 0.8 18 0.7 43
CFD 54 84 | —108 28 0.7 13 1.9 0.8 46
NWFD 44 7.4 5.1 31 15 17 0.5 12 4.6
SoFD 59 8.1 _72 43 0.5 1.3 3.0 13 5.1
NCFD 49 9.1 1.2 43 0.2 0.9 L1 0.6 6.0
VFD 8.1 6.2 75 4.1 ~13 0 1.4 0.0 3.9
UFD 6.5 6.7 8.0 28 _12 0.3 3.0 0.7 3.9
SFD 78 6.1 41 32 _12 0.3 23 0.5 3.9
FEFD ~76 5.4 15 23 0.7 0.3 02 0.3 35

Abbreviations: RF—Russian Federation; CFD—Central Federal District; NWFD—Northwestern Federal District; SoOFD—Southern
Federal District; NCFD—North Caucasian Federal District; VFD—Volga Federal District; UFD—Ural Federal District; SFD—Sibe-
rian Federal District; FEFD—Far Eastern Federal District. Source: author’s calculations based on Rosstat data.

Despite the different scales of decline and eco-
nomic recovery, in general, over the period, the aver-
age annual growth rates of GRP in the Central, North-
western, Southern, and North Caucasian federal dis-
tricts were higher than the national average; in the
Volga, Ural, Siberian, and Far Eastern federal dis-
tricts, they did not reach the average Russian indica-
tor. The lag of districts in Russia’s East accumulated
throughout the post-Soviet period and caused a shift
in production and population from East to West.

Regional dynamics are influenced by two interre-
lated factors: national conditions, including macro-
economic policies that determine the national trend,
and regional conditions that characterize the features
of individual regions, including production structure,
production and human potential, infrastructural lim-
itations, regional market size, and agglomeration pro-
cesses. Calculations of the contribution of national
and regional factors to the GRP dynamics, carried out
by the method of structural shifts, show that on the
whole for 2004—2017, for which statistical data are
available for analysis, the dominance of national fac-
tors is absolute in all federal districts.

Compared to the average Russian growth rate, the
North Caucasian, Southern, and Northwestern fed-
eral districts grew from the contribution of regional
factors. In eastern districts, the contribution of the
regional structural factor, which characterizes the
ratio of rapidly growing industries in the region and
the country as a whole, is negative. Since value added
in the commercial services sectors—trade, real estate,
and the financial sector—grew at the fastest rates, the
high share of industry in large industrial centers was
the factor that determined the negative contribution of
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the industrial structural factor and lagging behind the

average Russian pacez.

Since in crises conditions external shocks and mac-
roeconomic policies create national conditions, the
stability of regional economies to crisis-related shocks
is determined by the contribution of regional factors,
which is confirmed by the high share of regional fac-
tors in the gross value added (GVA) of the Southern
and North Caucasian federal districts. It is character-
istic that in periods of low growth, when the contribu-
tion of the national component is small, differences in
regional growth are completely determined by the
contribution of regional factors.

The pattern becomes more diverse when consider-
ing dynamics at the level of federal subjects, since each
federal district had successful and problematic
regions.

The 1998 crisis spread throughout the country;
GRP growth was noted only in nine of the 79 federal

subjects under consideration®. Their influence on
Russia’s overall growth rates is insignificant; their
share in the total GRP was 3.8%. People’s real

2 The main idea of the method is to decompose the incremental
regional indicator into three components: A = NS + MS + RS
where NS is the national component; MS is the industrial struc-
ture component (sectoral shift); RS is the regional component
(regional shift). For the features of using the structural shift
method to assess the contribution of national and regional fac-
tors to economic growth, see [23, 24]. The calculation results for
periods of high and low economic growth rates are presented
in [17].

3 Data for the Nenets Autonomous Okrug are included in the data
for Arkhangelsk oblast; for the Khanty-Mansi Autonomous
Okrug and the Yamalo-Nenets Autonomous Okrug, in the data
for Tyumen oblast; the Chechen Republic was excluded from
analysis.
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incomes fell by 16%; a positive dynamics was noted in
the only region, Samara oblast. The situation in indus-
try was better; a positive industrial production growth
index was noted in 27 regions. Economic recovery and
subsequent growth also enveloped the entire country.
The GRP index in 2008 exceeded the 1998 indicator in
all regions with a strong differentiation of rates; GRP
in the Republic of Dagestan increased 3.4 times; in
Magadan oblast, by 3.5%.

The overall Russian dynamics was shaped due to
rapidly growing, mainly large federal subjects, which
subsequently occupied leading positions in the econ-
omy. The share of 25 regions in which the rates
exceeded the national average accounted for more
than 54% of GRP, while their share in the population
was 45.5%. In this period there was a tendency for
GRP to be concentrated in the largest regions, largely
due to the growth of nonindustrial sectors: trade and
real estate.

The 2009 crisis spread almost everywhere; the pos-
itive GRP dynamics were retained only in 14 federal
subjects, whose influence on the average Russian indi-
cators was insignificant. However, in 58 out of 79, the
situation was better than the national average: the
decline in GRP production was less than the national
average; i.e. the overall drop in production was due to
the largest federal subjects, including Moscow and the
Khanty-Mansi Autonomous Okrug, which showed
the least resistance to external shocks.

The anticrisis policy carried out in 2009 made it
possible to avoid a decrease in people’s real incomes as
a whole throughout the country; however, in half the
regions, people’s incomes fell and the extent of the
decline in some regions was significant.

The precrisis GRP level was restored in almost all
regions in 2011, but people’s real incomes continued to
decline in 34 federal subjects; investment in fixed
assets, in 10 regions. In 2012—2013, the most prosper-
ousin terms of people’s real incomes, GRP dropped in
12—14 regions; in an even larger number of regions,
investments contracted. In contrast to the 1999—2008
dynamics, recovery and economic growth were not
widespread; in a fairly large number of regions, the cri-
sis continued against the backdrop of nationwide
growth.

In the 2015 crisis, the total GRP by region
decreased by only 0.6%. The crisis was not deep, but it
enveloped the whole country, the GRP decreased in
more than half the federal subjects, and the decline in
incomes and investments became widespread. In
2016, GRP growth recorded throughout the country
was within the statistical error (0.8%), GRP continued
to decline in 30 regions, and the situation with house-
hold incomes continued to deteriorate. The crisis did
not deepen; however, there were no clear signs of
recovery. Real economic recovery began in 2017, when
the 2014 level was restored in the Volga Federal Dis-
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trict, and in all other districts, the level was exceeded,
albeit only slightly.

The noted features of the regional dynamics are the
result of deeper processes of the formation and distri-
bution of income between institutional units that
determine potential growth resources, as well as con-
sumer and investment demand.

SHARES OF RECOVERY
AFTER THE 1998 CRISIS

The 1997—1998 crisis was a sharp drop in produc-
tion in 1998 not preceded by any noticeable economic
growth. The Russian GDP index had been declining
since 1992; positive dynamics was first recorded in
1997 (+1.4%), but it was followed by a sharp drop in
1998. Therefore, the macroeconomic shares of 1998
can be regarded as a certain result of transformational
decline, after which recovery began.

For the Russian economy as a whole, the 1997—
1998 crisis led to a redistribution of business revenue in
favor of households. In 1996, the share between wages,
gross profit, and mixed income (hereinafter referred to
as business revenues) was 48.5 and 51.5%, respec-
tively; in 2002, for which regional data are available,
the share was 55.6 and 45.4%. For Russia’s total GRP,

this share in 2002 was 40.3 and 59.7%".

Due to the specific features of the transformation
period and changes in the sectoral structure of the
economy, regions were in radically different condi-
tions in the shaping of reproduction resources. The
share of household income in total income generated
(registered) in the Central Federal District in 2002 was
the smallest among districts, 33.7%, respectively;
gross profit and mixed income accounted for 66.3%
(Table 2). Comparable shares existed only in the
North Caucasian and Ural federal districts; in all the
rest, the share of household income exceeded 40%.
Thus, the part of the GVA most sensitive to changes in
external conditions and macroeconomic policies—
gross profit and mixed income—were concentrated in
the Central (more precisely, in Moscow, 36.9%) and
the Ural (in Tyumen oblast, 15.8%) federal districts.
Only the share in gross profit and mixed income of the
Volga Federal District (16.4%) was comparable with
the latter.

The scale of concentration of people’s primary
incomes was less; they corresponded more to the pop-
ulation distribution. However, as a result of interre-
gional income flows, consumer demand was concen-
trated in the Central Federal District (in Moscow),

4 When calculating for the economy as a whole, as wages, Rosstat
takes into account wages and mixed income unobserved by
direct statistical methods that are not distributed by regions,
which is explained by the inverse proportion between household
incomes and business revenue, which is recorded at the regional
level. The data on the distribution of the total GRP are incom-
parable with the data for Russia; however, they are comparable
regionally.
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Table 2. Territorial structure of revenue generation and final demand in 1998—2008, %

Employee wages Gross. P I‘Of.‘lt Retail turnover Fixed investment
and gross mixed income*

Federal §A <>€ % %
district| O @] ° o o ° ) ° ° N o o

(=) o = S S = = = S =

= & 15 |3 E E g |2 |2 e |2 |2

N g % SEN 2« SEN 2w 0 2 » 2w o 2 » 2

s o s S 2o = 2o = S 2 X 23 S 2 =

“R |65 |88 |48 s AR | R |82 |38 | 8 |82 |&8
RF 40.3 41.0 |100.0 |100.0 100.0 100.0 259.1 | 100.0| 100.0 | 314.7 | 100.0 | 100.0
CFD 33.7 35.6 27.8 34.3 36.9 43.0 187.4 41.6 31.9 | 282.3 30.4 25.8
NWFD| 49.2 46.9 12.2 11.7 8.5 9.2 256.1 9.2 9.7 | 4575 8.5 11.9
SoFD 41.5 39.7 6.1 5.9 5.8 6.3 323.6 6.4 8.5 230.2 6.7 8.0
NCFD | 364 38.6 1.8 2.1 2.1 2.4 395.2 2.5 4.1 | 140.8 2.2 3.0
VFD 42.5 42.4 18.0 16.0 16.4 15.1 260.1 17.0 18.1 | 314.8 19.0 16.9
UFD 37.9 46.6 14.3 12.8 15.8 10.2 355.8 7.4 10.7 | 371.6 17.2 16.9
SFD 48.0 44.8 13.2 11.5 9.7 9.8 273.9 11.5 12.9| 418.3 10.9 10.8
FEFD | 48.3 49.8 6.6 5.7 4.8 4.0 224.0 4.4 4.1 529.1 5.1 6.7

* The table shows the share of wages and gross profit and mixed income in their total.

Source: author’s calculations.

which in 1998 accounted for 41.6% of total retail turn-
over.

Rapid recovery growth was governed by a number
of factors macroeconomic in nature. The devaluation
and depreciation of wages reduced the costs of enter-
prises and increased their competitiveness. The
increase in oil prices made it possible to pay off state
debt and direct a portion of export revenues to increase
domestic demand.

The main driver of growth was consumer demand
generated by the increase in people’s incomes. Despite
the increase in the accumulation norm, the inclination
of Russian business to invest remained low, a signifi-
cant part of profits was siphoned in the form of taxes
and left the country [19].

Increasing business competitiveness led to equal-
ization of relative production costs in federal districts,
the share of wages in the Central and Ural districts
increased, and the share of gross profit and mixed
income decreased accordingly. For the largest indus-
trial centers, the situation was the opposite: the share
of gross profit and mixed income increased. Despite
this, the concentration of income in the Central Fed-
eral District took on outsized shares; in 2008, the Cen-
tral Federal District recorded 43.1% of total profit and
mixed income (30.3% in Moscow).

The growth of household incomes led to diversified
consumer demand. By 2008, the share of the Central
Federal District in the total indicator decreased by 9.6
percentage points and began to correspond approxi-
mately to its share in the population and household
incomes.

REGIONAL RESEARCH OF RUSSIA  Vol. 10 No. 1

Unlike consumer demand, the distribution of
investment demand between federal districts is more
diversified, despite the overconcentration of profits in
the Central Federal District. The profit recorded in
the Central Federal District, on the one hand, fed
capital flight from the country, and on the other hand,
through investment, profit returned to places hosting
real production. For all federal districts, except the
Central, the share in investments was higher than in
business revenue. By 2008, in the structure of invest-
ment demand, the shares of not only the Central and
Ural, but also the Volga and Siberian federal districts
decreased in favor of the Northwestern, Southern, and
North Caucasian federal districts. Nevertheless, 24.3
and 18.6% of investments accumulated over the period
were invested in the economies of the Central and
Ural federal districts, respectively.

A peculiarity of the 2009 crisis is the retention of
positive dynamics of people’s incomes, which in 2009
increased by 1.8%. With growth of incomes in the
country as a whole, in the Ural Federal District in
2009, people’s real incomes fell by 4.3%; in the Sibe-
rian Federal District, by 5.8%.

Despite a more even distribution of household
incomes by federal districts, the dynamics of con-
sumer demand in 2009 replicated the situation in
1998. The maximum decline in retail trade was
observed in the Ural and Siberian federal districts,
although the reasons differed. The Ural Federal Dis-
trict is characterized by a significant outflow of reve-
nue from autonomous okrugs; in the Siberian Federal
District, an outstripping drop in incomes led to the
fact that by 2009, even nominal average per capita

2020
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Table 3. Territorial structure of revenue generation and final demand in 2009—-2014, %

Employee wages Gross.p rOf.lt and gross Retail turnover Fixed investment
mixed income
Federal § § 2
district | O @] ° ° © o ° ° S ° °
g £ 5 5 5 5 o 5 5 S 5 5
L o o S | © <+ S o k3] <+ Ay S | © - hed S | © <+
< o g X 2 S 2= 2 S 2= — 2o 2= — 2 S 2=
R |u] |82 |88 &8 A2 |SR |22 |38 | &8 |8]% |38
RF 43.8 42.6 | 100.0 | 100.0 100.0 100.0 129.4 | 100.0 | 100.0 | 124.9 | 100.0 | 100.0
CFD 39.8 42.3 33.6| 35.1 39.6 35.5 131.3 32.4 32.3 | 136.6 24.2 25.6
NWFD 48.4 49.9 12.0 11.8 10.0 8.7 126.4 9.7 94 | 114.6 11.7 10.1
SoFD 43.7 40.7 6.4 6.7 6.4 7.2 136.8 8.5 8.8 | 142.9 8.9 10.0
NCFD 39.6 37.6 2.3 2.4 2.7 2.9 142.3 4.6 5.0 | 145.6 3.3 3.6
VFD 45.4 41.9 15.8 15.3 14.8 15.7 133.1 18.2 18.6 | 139.5 16.0 17.2
UFD 44.9 35.8 12.0 11.5 11.5 15.3 121.0 10.2 9.8 | 138.8 16.8 17.0
SFD 48.0 46.9 11.8 11.4 10.0 9.6 123.8 12.1 12.0 | 137.6 10.5 10.7
FEFD 48.8 45.8 6.2 5.8 5.0 5.1 127.1 4.3 4.1 91.9 8.6 5.8

Source: author’s calculations.

incomes lagged significantly behind the average Rus-
sian ones.

The structure of investments in crisis conditions
barely changed at all. The slight increase in the share
of the North Caucasian and Far Eastern federal dis-
tricts was due to budget investments.

The spatial structure of the postcrisis economic
recovery in 2010—2014 differed from the growth pat-
tern in the early 2000s. The potential for extensive eco-
nomic growth of metropolitan areas due to the growth
of commercial services sectors was largely exhausted;
as a result, after the decline in GRP in 2009, the GRP
growth rates in the Central and Northwestern federal
districts were lower than the Russian average. The
composition of growth leaders changed: the econo-
mies of the Southern, Volga, and Siberian federal dis-
tricts grew at a faster rate, where industrial production,
which was largely renewed after the crisis, was the
growth driver.

The rate of economic recovery after the 2009 crisis
was lower than in 1999—2008; however, the dynamics
of people’s incomes was positive as a whole through-
out the country up to 2014. The fall in 2014, as in all
previous cases, began with the Central and Ural fed-
eral districts. Incomes also fell in the Siberian Federal
District, where Krasnoyarsk krai and Kemerovo
oblast, which depended heavily on export earnings, set
the tone.

The policy of devaluing the national currency once
again made it possible to increase the competitiveness
of Russian enterprises, which, together with the initial
growth in prices for raw materials and export revenues,
changed the shares of the distribution of value added
in favor of business. By 2014, the share of wages for

REGIONAL RESEARCH OF RUSSIA  Vol. 10

employees decreased in all federal districts, except for
the Central and Northwestern. The maximum growth
in the share of profit and mixed income was achieved
in the Ural Federal District. In the structure of the dis-
tribution of gross profit and mixed income, the shares
of the Ural and Volga federal districts increased,
which, in contrast to previous periods, led to an
increase in their shares in investments. The increase in
the share of investments in the economy of the Central
Federal District occurred against the background of a
decrease in its share in business income. The situation
in which business income recorded in the Central
Federal District was weakly related to investments in
its economy was again replicated. The increased share
of investments in the Central Federal District was
determined by budget investments in the Moscow
economy (Table 3).

2015-2018 DYNAMICS

Stagnation in the economy began back in 2013;
therefore, the 2015 crisis occurred as a specific struc-
tural crisis caused by the impact of sanctions and the
significant drop in oil prices. Adapting final demand
to external shocks and the declining ruble exchange
rate occurred by via contraction of both investment
and consumer demand. The fall in people’s real
incomes, together with a decrease in consumer lend-
ing, led to a decrease in retail sales and housing
demand. The decline in investment activity began in
2014 and occurred at a pace that outpaced the decline
in household incomes. Unlike the previous crisis, peo-
ple’s real incomes contracted both due to lowered
wages and social transfers.
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Table 4. Dynamics of socioeconomic development indicators of federal districts in 2015—2018, %

Federal Industry Manufacturing Real income Retail turnover Fixed investment
district | 2015 | 2018 t0 2015 | 2015 | 2018t0 2015 | 2015 |2018 to 2015 | 2015 | 2018 to 2015 | 2015 |2018 to 2015
RF —0.8 7.4 —1.3 7.9 —4.1 —6.1 —10.0 —0.8 —10.1 9.1
CFD 0.3 16.3 2.5 18.1 —4.3 —7.9 —11.9 1.7 -5.9 16.5
NWFED | —1.9 8.0 -3.8 12.5 -2.6 —6.9 —7.4 3.5 -9.2 24.3
SoFD 12.2 16.5 13.3 13.7 -3.6 -2.8 —7.6 3.0 —14.4 =7.0
NCFD 5.2 13.5 6.1 20.4 -39 —6.8 —4.1 -5.5 —12.5 =25
VFD 0.4 7.1 0.4 8.3 —4.5 —11.1 —-12.9 2.1 —6.9| —11.6
UFD -1.3 10.4 1.0 11.1 —6.0 —11.6 —11.7 —4.3 —10.3 14.1
SFD 0.6 8.7 —0.1 33 -3.8 —10.0 —11.4 —-1.0 —16.6 6.3
FEFD 5.5 14.1 —4.4 11.1 -1.0 —-8.4 —1.5 2.6 —1.1 12.3

Source: author’s calculations.

The share of wages and salaries in total household
and business income in 2015 decreased by 1.1 percent-
age points compared to the previous year, while in the
Ural and Siberian federal districts, by 2.5 percentage
points, and in the Northwestern, by 2.3 percentage
points. The redistribution of income in favor of busi-
ness did not lead to increased investments; their
decline continued in 2016. Positive dynamics persisted
only in the Northwestern and Ural federal districts due
to the continued implementation of large investment
projects that had been launched earlier. Recovery in
the investment sector began in 2017. The volume of
investments increased significantly in the Southern
Federal District due to Crimean projects; in the Cen-
tral Federal District, where investments in the Mos-
cow economy provided for growth; and in the Far
Eastern Federal District, due to investments from the
budget and from state-owned companies. In the Volga
Federal District, the drop in investment that began in
2015 continued in 2016—2018 (Table 4).

In 2018, investment demand was restored to 2013
level in the Central, Northwestern, Ural, and Far
Eastern federal districts. Meanwhile, in the Volga and
Siberian federal districts, investments in 2018
decreased compared to 2013 by 17.6 and 12.1%,
respectively; investment demand in the Southern Fed-
eral District fell by almost a third, but this is a statisti-
cal effect, which took place amid colossal investments
in 2010—2014.

The decline in people’s real incomes continued in
2016—2017; some stabilization of real incomes
occurred in 2018. In 22 federal subjects, the real
income index was positive, but in half of them, the
increase was 0.5—1%.

Signs of revitalized consumer demand appeared in
2017. Retail sales increased in all federal districts,
except for the Ural Federal District. In 2018, retail
turnover grew in all districts except the North Cauca-
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sian. Consumer lending remained the main factor
determining the growth in retail trade with the decline
in people’s incomes. Nevertheless, the level of con-
sumer demand in 2013 in 2018 was achieved only in the
Far Eastern Federal District. In 2018, retail turnover
in the Ural Federal District fell by 16.4% compared to
2013, and in the Siberian Federal District, by 13.5%.

The industrial sector proved the most resistant to
the 2015—2018 conditions. The industrial production
index in 2015 decreased only in the Northwestern and
Ural federal districts; in 2016—2018, industry grew in
all districts. The 2013 level was exceeded in 2018 on
average in the Russian Federation by 8.3%; in the
Central Federal District, by 18.3%.

Mineral extraction was growing at a faster pace.
The result of the completion of a number of large raw
material projects was an increase in Russian Federa-
tion mineral production by 11% in 2018 compared to
2013. In the Southern Federal District, production
increased by 68%; in the Siberian Federal District, by
23%; in the Far Eastern Federal District, by 30%. The
Russian economy is emerging from the 2015 crisis
even more oriented toward raw materials: in 2016, the
share of mining in GRP was 9.6%; in 2018, 12.9%.
Manufacturing is much more focused on domestic
demand. A drop in processing in 2015 occurred in the
Northwestern, Siberian, and Far Eastern federal dis-
tricts; in 2016, in the Siberian Federal District; but in
2018, the 2013 precrisis level was exceeded in all dis-
tricts. The share of manufacturing in the GDP struc-
ture increased slightly: the shift noted above in the
structure of GDP in favor of mining occurred due to a
decrease in the share of real estate operations.

Thus, it is not yet possible to talk about economic
recovery at the 2013-level indicators; people’s real
incomes and consumer demand have not reached the
precrisis level. Investment demand exceeded the 2013
level in the Central, Northwestern, and Ural federal
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districts, in which a significant share is made up of
investments by state-owned companies and the bud-

get. The medium-range forecasts published to date® ,
including the forecast of the Ministry of Economic
Development, do not assume any significant changes
in the economic dynamics in the next two to three
years.

CONCLUSIONS

Spatially, all economic crises were unevenly super-
imposed, and regions differed from each other in
terms of time of entry and exit thereof, as well as in the
depth of the decline in production and rate of eco-
nomic recovery. All three Russian crises stemmed
from internal contradictions and imbalances; the
export—raw materials model of economic growth that
has developed in the country has proved extremely
sensitive to external shocks. The crisis-related decline
in all cases began with the regions most dependent on
the external economic situation: metropolitan
agglomerations and oil and gas producing regions.
However, a deeper decline in production and a slower
economic recovery were noted in regions oriented
toward domestic Russian demand.

One adaptation mechanism to crises is change in
the shares of income distribution between households
and businesses, which are then transformed into con-
sumer and investment demand and determine the
dynamics of subsequent economic recovery. The
redistribution of income in favor of business due to
devaluation and relative contraction in wages that
occurs during crises does not lead to a proportional
increase in investment in the regional economy. The
role of profit as a driver of economic growth is limited
by the imbalance between the financial and real sec-
tors of the economy, and the increased tendency of
businesses to make foreign-currency investments
instead of manufacturing investments.

After the 2009 crisis, economic growth began to
weaken, the extent of the decrease in the crisis
decreased, and the pace of recovery was also slow. The
situation in 2015—2018, when there were small devia-
tions from zero rates in the negative and positive direc-
tions, speaks more about the stagnation of production.
Therefore, to restore economic growth, an economic
policy is needed that offers a way out of stagnation and
stimulates growth.
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