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Abstract. The length of the state border between China and Russia within the territory 
of the Far East Federal District is more than 4 thousand km. The border has various 
functions. The contact function of the border is to stimulate economic interactions 
between countries. The border regions of the two countries benefit from international 
trade. The contact function is characterised by the permeability of the border. The barrier 
function of the border is to limit interactions between countries. Restrictions on the free 
movement of goods, labour resources, tourist flows, and capital are applied. The purpose 
of the study is to assess the elements of the contact function of the state border between 
China and Russia. The subject is functioning of the border in the Far East Federal 
District. The study used methods of economic geography and regional economics. As 
a result, the indicators of the border permeability between the Russian Far East and 
China (physical permeability, the density of cross-border infrastructure) were calculated. 
The characteristics of institutional conditions, such as the speed of customs clearance 
and the use of digital technologies in paperwork are presented. The conclusion about 
the low permeability of the border between China and Russia in the territory of the Far 
East Federal District is made. The directions for increasing the contact function of the 
border are formulated. The research results can be used to develop directions for the 
improvement of cross-border relations between Russia and China. 
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barrier function.

Research area: economy.

Citation: Bardal, A.B. (2020). The state border between China and Russia: permeability and barriers for 
international cooperation. J. Sib. Fed. Univ. Humanit. Soc. Sci., 13(11), 1700–1709. DOI: 10.17516/1997-
1370-0676.

Journal of Siberian Federal University.  Humanities & Social Sciences   
2020 13(11): 1700–1709

© Siberian Federal University. All rights reserved
* Corresponding author E-mail address: Bardal@ecrin.ru
 ORCID: 0000-0002-9944-4714



– 1701 –

Anna B. Bardal. The State Border between China and Russia: Permeability and Barriers for International Cooperation

Introduction
A number of publications are devoted to 

the study of the development features of bor-
der regions. The authors consider issues of 
cross-border cooperation, a variety of institu-
tions and economic effects. Some studies anal-
yse the impact of competing rivals and border 
effects on the market potential formulation 
(Salas-Olmedo et al., 2015; Dorry, Decoville, 
2016; Matas et al., 2015). Another work (New-
man, 2006) presents a new stage in the study 
of the functions of boundaries and the com-
plexity of their study using a multidisciplinary 
approach. Borders are regarded as a political, 
geographical, economic, cultural, etc. phenom-
enon. It is important to ensure security of a 
state.

A separate direction is represented by 
works devoted to the study of the features of 
economic development in the border regions. 
Some authors (Jacobs-Crisionia, Koomen, 
2017) investigate connection between 
cross-border transport interaction for improv-
ing the market access and population growth 
for municipalities in ten countries in West Eu-
rope. They say that the barriers that borders 
impose are to be explained from institutional 
factors, as well as cultural and linguistic dif-
ferences. The study (Rietveld, 2012; Niebuhr, 
Stiller, 2002) explores borders in terms of the 
spatial effects of integrating border regions. 
The authors conclude that the result in each 
case will be different. Depending on specific 
circumstances, border regions might benefit, 
lose or not be affected by integration.

Some works (Medeiros, 2019; Paasi, 2009; 
Pratt, Brown, 2000) discuss social processes 
in related regions of countries. These works 
analyse the consequences of different modes in 
relation to the construction of the barrier func-
tion of borders. The processes of cross-border 
migration and their impact on labor markets 
and tourism are considered (Schiebel et al., 
2015; Huber, 2013; Gerber, 2012).

Numerous works are devoted to the study 
of changes in the barrier and contact func-
tions of borders (Sohn, 2014; Wilson, Donnan, 
2012). In trade models, national borders are 
tariff or non-tariff barriers to trade. The main 
result of traditional and recent trade models 

is that by reducing trade barriers integration 
increases international trade, which affects 
the international model of specialisation in 
production. The related economic adjustments 
are due to the redistribution of factors of pro-
duction between sectors within the country. 
Factors of production are generally considered 
to be completely mobile in countries and be-
tween sectors, while they are completely im-
mobile on an international scale. Thus, coun-
tries have fixed factors, and trade serves as 
a substitute for mobility factors. In addition, 
transport costs do not exist either at national 
or international levels. Therefore, each coun-
try is effectively treated as one geographic 
location.

The purpose of the study is to assess the 
elements of the barrier and contact functions of 
the state border between China and Russia. An 
analysis of the function of borders in this terri-
tory is important, since Russia can become one 
of the participants in the “One Belt and One 
Road” (OBOR) Initiative1. The OBOR Initia-
tive, first defined in 2013 by the President of 
China Xi Jinping, is the largest initiative to en-
hance global connectivity. However, not only 
cooperation at the global level, but also interac-
tion of the regions are important.

A number of scientific publications have 
been devoted to various aspects of the OBOR 
project (Yau, Wang, 2018; Liu et al., 2018; Ge 
et al., 2020; Foo et al., 2019). The institutional 
foundations of the project, the possibilities of 
developing the transport network, and the eco-
nomic effects for the countries involved in the 
project are considered.

The official document “Vision and Action 
on Jointly Building Silk Road Economic Belt 
and 21st Century Maritime Silk Road” includes 
a description of global challenges and a section 
about regional cooperation. It contains a direct 
indication that it is necessary “to improve rail-
way access and the regional railway network, 
allowing connecting Heilongjiang province 
and Russia, as well as cooperation in the field 
of combined land and sea transportation with 
the provinces of Heilongjiang, Jilin, Liaoning 
and the Russian Far East” (Vision…, 2015).

1 The initial name of the initiative is the Silk Road Economic 
Belt.
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This means that the “One Belt and One 
Road” initiative can conditionally single out 
goals at global and regional levels. The goals 
of the global level suggest the development of 
trade, economic and transport links between 
China and Europe in three main directions: 

1) through Central Asia, Russia to Europe 
(to the Baltic Sea); 

2) through Central and Western Asia to the 
Persian Gulf and the Mediterranean Sea; 

3) to Southeast and South Asia to the In-
dian Ocean.

It encompasses 65 countries with more 
than a half of the world’s population, 40% of 
the world GDP, and could cost more than one 
trillion dollars to build.

These areas will be supported by the de-
velopment of infrastructure along the follow-
ing corridors. The Silk Road Economic Belt 
is a long-term vision for the infrastructural 
development, connectivity and economic co-
operation of Eurasia and is spanning six devel-
opment “corridors”, namely:

1. New Eurasian Land Bridge Economic 
Corridor.

2. China – Mongolia – Russia Economic 
Corridor.

3. China – Central Asia – West Asia Eco-
nomic Corridor.

4. China – Indochina Peninsula Economic 
Corridor.

5. Bangladesh – China – India – Myanmar 
Economic Corridor.

6. China – Pakistan Economic Corridor.
For maritime transport, the initiative in-

volves the development of routes from the 
coastal ports of China through the South China 
Sea to the Indian Ocean and further to Europe, 
as well as to the southern Pacific Ocean. These 
directions are included in the project “The 
21st Century Maritime Silk Road”. In addition, 
in 2018, the “Polar Silk Road” project, that was 
also included into the OBOR initiative, was 
presented.

The objectives of the regional level of the 
Project imply the development of interactions 
between the regions (administrative entities) of 
the Russian Federation in the Far East and the 
neighboring provinces of the PRC. Allocation 
of the regional level can be regarded only from 

the point of view of resolving the local devel-
opment problems of the northeastern provinces 
of China and the border regions of Russia that 
are not related to the global goals of the OBOR 
project (Bardal, 2016).

For the development of interactions, the 
transport connectivity of the border territo-
ries of the two countries at the regional lev-
el is important. Connectivity is about more 
than transport infrastructure. EU High Rep-
resentative, Federica Mogherini, defines it as 
“the physical and non-physical infrastructure 
through which goods, services, ideas and peo-
ple can flow unhindered” (Russell, 2019). It 
is as much about non-material (soft) aspects 
(customs procedures; legislative frameworks; 
technical standards, etc.) as about ‘hard’ phys-
ical infrastructure, such as new railways and 
energy pipelines. In a globalised economy, 
countries are connected by transport, energy 
and digital networks, as well as people-to-peo-
ple contacts, all of which are increasingly es-
sential for economic prosperity and sustain-
able development.

At the same time, the contact and barrier 
functions of state borders become important. 
Contact functions are reflected at the level of 
permeability of borders. The barrier functions 
of borders affect the scale of economic interac-
tions. Reducing the limiting effect of borders 
leads to the expansion of economic interac-
tions, the formation of a common market space 
in the framework of regional agreements of 
various types. According to the logic of many 
researchers, this should have a significant im-
pact on the spatial and economic development 
of bordering countries and regions. A decrease 
in the barrier functions of borders leads to an 
increase in the cohesion of border areas.

This article attempts to assess the con-
nectedness (i.e. boundary permeability) of the 
Northeastern provinces of the PRC and the re-
gions of the Russian Federation in the Far East 
from the point of view of the possibilities of im-
plementing the regional level of the “One Belt 
and One Road” Initiative.

We can note the lack of work on the barri-
er and contact functions of borders in relations 
between Russia and China in the Far East. Giv-
en the prospects for the implementation of the 
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project “One Belt and One Road”, this is an im-
portant and relevant issue at the present stage.

Research methods
The Russian Far East is a border region. 

Within its vast land territory (6.9 million square 
kilometers) and the sea area, there are sections 
of the state border with the PRC, DPRK, the 
United States and Japan. The length of the bor-
der with China is more than 4 thousand km, 
including land (16% of the total length), river 
(83% of the total length) and lake (1% of the 
total length) sections. The potential for inter-
national cooperation between the region and 
China is high.

The intensification of interactions be-
tween countries requires the availability of suf-
ficient scale and quality infrastructure, includ-
ing transport, border and customs. Currently, 
between the North-Eastern provinces of China 
and the border regions of the Far East of the 
Russian Federation, traffic is carried out along 
road (more than 30) and three railway transport 
directions. There are prospects for the integra-
tion of transport systems of two neighboring 
countries (Bardal, 2019).

The number of checkpoints on the state 
border with time varies with the needs of the 
economy. So, in the autumn of 2011 in the 
Amur Oblast a mixed cargo-passenger check-
point of Skovorodino was established. This 
point was organised to service “The Russian 
Eastern Siberia – Pacific Ocean” oil pipeline 
branch of the Russian oil pipeline to China. 
The operational crews pass customs and border 
control here; its validity period is limited by the 
agreement of the Russian Federation and China 
on cooperation in the oil sector and is 23 years.

Some officially established border-cross-
ing checkpoints are currently not functioning 
due to the lack of cargo and passenger traffic. 
So, the Kani-Kurgan – Changfatun checkpoint, 
established in 1996 in the area of the proposed 
construction of a bridge across the Amur Riv-
er in the area of Blagoveshchensk. The tran-
sition was organised as temporary to ensure 
the movement of personnel involved in con-
struction, building materials, equipment and 
machinery. However, this project has not been 
implemented. The checkpoints of Jalinda-Mo-

he and Konstantinovka-Sunu were organised 
taking into account possible prospects, how-
ever, transportation to these directions is not 
currently carried out.

In our opinion, two components are im-
portant in studying the role of borders in eco-
nomic interactions between China and the Rus-
sian Federation: 1) the permeability of borders, 
2) the barrier nature of borders.

The physical permeability of borders, if 
understood as the potential for crossing the 
border, is determined by the presence of trans-
port communications on this section (roads and 
railways), or the presence of navigable sections 
of rivers (Sokolov, 2017). 

The barrier of borders is understood as the 
presence of organisational, economic and insti-
tutional obstacles or their absence when cross-
ing a border between countries (Kolosov et 
al., 2016a). These are important factors deter-
mining the complexity of border crossing as-
sociated with the established regime of official 
services; time spent on paperwork; the number 
of services exercising control at the border and 
the duration of their work (border service, cus-
toms service, phytosanitary control, etc.); the 
possibility of using electronic forms of docu-
ments and so on.

In general, barrierness is a category that 
changes in time and space. It depends on the 
redistribution of the contact and barrier func-
tions of the boundaries in a certain period. The 
barrier is largely determined by the direction 
of foreign policy and integration processes be-
tween specific countries.

Given the strategic prospects for the im-
plementation of the “One Belt and One Road” 
project for the border regions of the Russian 
Far East and the provinces of China, it is very 
important to assess the barrier between the 
countries. It is also important to understand in 
which areas cooperation can be improved to 
be more effective for the benefit of our coun-
tries.

As a part of the analysis of border per-
meability, the adjusted formula for calculating 
border permeability (Cij) was used to evaluate 
interactions within one country. We have ad-
justed this formula taking into account the pe-
culiarities of the situation under consideration: 
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analysis of the permeability of external borders 
between countries i (PRC) and j (Russia):

where lij – is the length of the border between 
the countries i and j under consideration; qij – 
the number of border crossings between the 
territories under consideration by railways, 
aij – the number of border crossings between 
the territories under consideration by paved 
roads, kij – is the number of border crossings 
between the territories under consideration by 
roads with a transitional type of coating (un-
paved), vij – is the number of border crossings 
between the territories under consideration by 
waterways with shipping potential.

The adjustment affected, firstly, the divi-
sion of roads into two types: with a hard coat-
ing and with a transitional type of coating, as 
these roads have different quality of pavement 
and can be used for transportation of cargo 
flows of various scales. The feature of the Si-
no-Russian border in the Far East is that there 
are many river masses on the border.

Secondly, when calculating permeability, 
only rivers with shipping potential, i.e. possess-
ing the depths and width necessary for ship-
ping, were taken into account. The inclusion of 
all rivers crossing the borders in the calculation 
will not make it possible to correctly assess the 
development potential of transport links.

We have adopted the weights for individ-
ual modes of transport based on the current 
structure of freight transportation in the region 
at the end of 2019 (in terms of the volume of the 
goods transported).

The introduced changes distinguish the 
formula used later for calculations from that 
one previously proposed by other authors 
(Privalovskaya et al., 1995; Sokolov, 2017).

The initial data necessary for the calcula-
tions are not available in the sources of official 
statistics of Rosstat. Therefore, the required 
primary data on the length of the borders were 
collected by the author independently using the 
Google Maps online mapping tools. Assess-
ment of the potential possibilities of the navi-
gating conditions of the rivers was made on the 
basis of the data from the administrations of 

the Amur and Lensky basins of inland water-
ways.

The following indicators were used in the 
study: the length of sections of the state bor-
der within individual subjects of the Far East 
(km), the number of intersections of sections 
of the state border of the Russian Federation in 
the Far East by railways (units), the number of 
intersections of sections of the state border of 
the Russian Federation in the Far East by road 
with hard coating (units), the number of cross-
ings of sections of the state border of the Rus-
sian Federation in the Far East by roads with 
transitional type coating (units), the number 
of crossings of sections of the state border of 
the Russian Federation in the Far East by riv-
ers with the potential for shipping conditions 
(units), volumes of transport by mode of trans-
port (million tons).

The barrier function of state borders can 
be estimated by the following parameters (Ko-
losov et al., 2016b):

• the number of checkpoints (automo-
bile, railway, river, mixed), their type (bilater-
al, multilateral), the density of checkpoints per 
1000 km of the border, their capacity and mode 
of operation;

• infrastructural restrictions (differences 
in railway gauge, the need to change wheelsets);

• border crossing regime for individuals 
and consignments (the presence of a visa re-
gime, the complexity of applying for a visa, the 
complexity of processing freight documents);

• existing agreements on border cross-
ing between states (simplified border crossing 
regime, special regime for residents of border 
regions);

• real cross-border flows (individuals, 
freight transportation);

• measures to facilitate border crossing 
(the possibility of pre-booking a place in the 
queue at the border inspection, the possibility 
of preliminary electronic declaration of car-
riage, the possibility of electronic documents 
submission).

It should be noted that the sources of open 
official statistical information do not contain 
the above indicators. However, the necessary 
indicators can be obtained from the open data 
sources: the portal of the Ministry of Transport 
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of the Russian Federation (to which the func-
tions of the Federal Agency for the Develop-
ment of the State Border of the Russian Fed-
eration have been transferred since 2018), and 
the Far Eastern Customs Directorate directly 
from the regional customs service. And also, 
as a result of personal observation of the work 
of checkpoints on the state border between the 
Russian Federation and China, as well as in sci-
entific publications on this issue.

Results 
The intensification of cooperation between 

Russia and the PRC acquired new aspects af-
ter the proclamation of the “One Belt and One 
Road” Initiative in 2013 by the President Xi 
Jinping. For the regions of the Russian Far East, 
additional opportunities have appeared for the 
development of joint actions with the border 
north-eastern provinces of China. The success-
ful development of such cooperation can be 
facilitated by an increase in the permeability 
of state borders and a decrease in their barrier 
functions.

Table 1 shows the estimates of the perme-
ability of the border between the Russian Fed-
eration and China in the Far East.

The obtained indicators are determined by 
the prevailing economic and natural-geograph-
ical conditions. They characterise physical 
ability to cross the state border for the popu-
lation and goods. The obtained permeability 

indices are rather low in comparison with the 
permeability of the external borders of the 
western regions of Russia. Assessments indi-
cate the insufficient use of the potential for co-
operation between the border territories of the 
two countries.

Considering the barrier between the PRC 
and the Russian Federation for clarity, we sum-
marise the main indicators in Table 2.

When carrying out rail transportation be-
tween China and the Russian Federation, the 
question of infrastructure incompatibility aris-
es. In China, the railway gauge is 1435 mm, in 
Russia – 1520 mm. This leads to loss of time 
during transportation of goods in connection 
with the need to replace wheel sets or overload.

However, cross-border transport infra-
structure between China and the Russian 
Federation is developing. Currently, the con-
struction of two bridge crossings is nearly com-
pleted.

1. In 2016, the construction of an automo-
bile bridge between Blagoveshchensk (Amur 
Oblast) and Heihe (Heilongjiang Province) 
started. A joint Russian-Chinese bridge oper-
ator, which received a loan from the Heilong-
jiang Provincial Government Bank with an in-
terest rate of 5% per annum, was created. The 
total project cost is estimated at 18.8 billion 
rubles.

The length of the main bridge across the 
main channel of the Amur River will be 1.1 

Table 1. Characteristics of the permeability of borders between China  
and the Russian Federation within the territory of the Far East

Territory
The length of 

the state border 
with China, km

The number of border crossings, units Permeability  
rateby rail by road * by river **

Far Eastern Federal District 
as a whole 4182 3 12 71 0.063
Primorsky Krai 1032 2 5 28 0.117
Khabarovsk Krai 260 0 0 33 0.254
Amur Oblast 1312 0 0 4 0.006
Jewish Autonomous Oblast 514 0 0 2 0.008
Trans-Baikal Krai 1064 1 7 4 0.059

Source: calculated by the author.
Note: * – within the limits of one automobile checkpoint several automobile roads may operate;
** – the correct calculation of this indicator is complicated by the fact that most of the state border between the PRC 
and the Russian Federation within the Far East goes along the large rivers the Amur and Argun.
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km. A bridge over the Kani-Kurgan canal, on 
the approaches to the federal highway “Access 
to Blagoveshchensk” on the Russian side will 
also be erected. The construction of the bridge 
is carried out simultaneously on the Russian 
and Chinese sides. In 2019, construction was 
completed. In 2020, after technical documen-
tation is completed, the bridge will be com-
missioned.

Experts from China intend to create a 
free trade zone with special tax and customs 
regimes near the bridge. It is also planned to 
build a cableway across the Amur River and a 
passenger terminal with a capacity of 2.5 mil-
lion people a year near the bridge.

2. In 2008, an agreement on the con-
struction of a railway bridge across the Amur 
was concluded (2.18 km long, combined track 
of 1520 mm and 1435 mm). This bridge will 
connect Nizhneleninsky (Jewish Autonomous 
Okrug) and the city of Tongjiang (Heilongjiang 
province). In 2013, an intergovernmental agree-
ment on the construction of a cross-border rail-
way bridge Nizhneleninskoye-Tongjiang was 
signed. In 2014, the “Petropavlovsk Group”, the 
main investor, withdrew from the project. In 
June 2016, the construction company “Most” 
started working on the bridge construction (the 
length of the Russian part is 309 meters).

In China, the bridge will join the Xiangyu-
an-Haiyudao railway line, and in Russia, the 
Trans-Siberian Railway. The bridge is primar-
ily intended for the transportation of iron ore 
concentrate of the Kimkano-Sutarsky min-
ing and processing plant (started operating in 
2015). The volume of transported goods will 
initially amount up to 12 million tons and may 
increase to 33 million tons in the future. In 
2019, the bridge was docked. The completion 
and start of operation is planned at the end of 
2020.

The bridge construction that is worth more 
than 10.5 billion rubles is financed from sever-
al sources: the Russia-China Investment Fund 
(the main part), created by the Russian Direct 
Investment Fund and China Investment Cor-
poration, as well as the Far East Development 
Fund.

The railway bridge is a link in ensuring 
transport accessibility of the mining and met-
allurgical cluster being created in the territory 
of the Jewish Autonomous Okrug, which, in 
addition to the Kimkano-Sutarsky mining and 
processing plant, includes the Garinsky mining 
and processing plant, as well as the metallurgi-
cal complex in the Kimkano-Sutarsky district 
(planned capacity of 2.5 million tons per year 
of iron by direct reduction method). 

Table 2. Characteristics of checkpoints across the state border between China  
and the Russian Federation within the territory of the Far East*

Indicators Primorsky 
Krai 

Khabarovsk 
Krai Amur Oblast

Jewish  
Autonomous 

Oblast

Trans-Baikal  
Krai

The number of checkpoints, 
total units 7 / 7 3 / 2 9 / 4 4 / 3 6 / 4
- railway checkpoints 2 / 2 0 / 0 0 / 0 1 / 1 1 / 1
- car checkpoints 5 / 5 1 / 0 1 / 0 0 / 0 5 / 3
- river checkpoints 0 / 0 1 / 1 0 / 0 0 / 0 0 / 0
- mixed checkpoints** 0 / 0 1 / 1 7 / 4 3 / 2 0 / 0
- pedestrian checkpoints 0 / 0 0 / 0 1 / 0 0 / 0 0 / 0
Density of operating check-
points per 1 thousand km of 
border, units 6.78 7.69 3.05 5.84 3.76

Source: calculated by the author using data from Rosgranitsa.
Note: * – number of formally established / actually operating checkpoints;
** – in summer, transportation is carried out by river transport, in winter season transportation is carried out by cars 
on frozen rivers.
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To implement the project in full extent, 
in addition to the construction of the bridge, 
the reconstruction of the inactive Birobid-
zhan-Leninskoye railway line (120 km), its 
electrification, as well as the construction of a 
new line from the Garinsky mining and pro-
cessing plant to the Trans-Siberian Railway are 
necessary.

However, the development of cross-border 
infrastructure is proceeding at a slow pace. In 
conditions of insufficiently developed infra-
structure (including transport), the stimulat-
ing function of the state border cannot be fully 
manifested. It will be difficult for countries to 
realise the prospects of the “One Belt and One 
Road” Initiative.

The contact function of borders also de-
pends on the institutional conditions to which 
the border crossing regime is applied. The bor-
der crossing regime between the Russian Fed-
eration and the PRC is being simplified. For ex-
ample, in the special territories of the Free Port 
of Vladivostok, since 2017, a visa-free regime 
has been in effect for the entry of citizens of 18 
states, including the PRC. An electronic visa is 
issued free of charge for up to 8 days. Business, 
tourist, and humanitarian visas are issued. The 
territory of the Free Port includes all the main 
seaports in the south of the Far East, as well as 
the airport in Vladivostok.

Registration of the flow of goods takes 
place using electronic paperwork and a prelim-
inary declaration procedure. Within the Free 
Port of Vladivostok, sea and rail checkpoints 
operate around the clock and seven days a 

week. This allows to speed up the procedure 
for inspection and border crossing.

Conclusions and discussion 
Currently, the permeability of borders 

between China and the Russian Federation in 
the Far East is low. The potential geographic 
location of the two countries (significant de-
velopment of river systems) is not used to the 
full extent. At the same time, the insufficient 
development of transport infrastructure, the 
difference in track gauge, low density of check-
points, etc., determine the high barrier to the 
border between China and the Russian Feder-
ation.

Weak permeability of the state border 
along with a high barrier function may be-
come a limiting factor in international coop-
eration in the future. The development of co-
operation in the framework of the “One Belt 
and One Road” Initiative contributes to an 
increase in economic ties. This means that it 
is necessary to actively develop the transport 
infrastructure of the border regions of the 
PRC and the Russian Federation, build new 
railways, roads and bridges, as well as open 
new checkpoints.

Further development of research in this 
direction may be related to the refinement of 
the data used in the work, the assessment of 
additional parameters of border barrier, the 
development of options for increasing the per-
meability of borders, and the assessment of the 
relationship of permeability with the economic 
development of the region.
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Российско-китайская граница: проницаемость  
и барьерность для международных взаимодействий

А.Б. Бардаль
Институт экономических исследований ДВО РАН 
Российская Федерация, Хабаровск

Аннотация. В пределах территории Дальнего Востока протяженность границы 
между РФ и КНР составляет более 4 тыс. км. Государственная граница может вы-
полнять контактные и барьерные функции. Контактная функция состоит в стиму-
лировании экономических взаимодействий между странами. Приграничные реги-
оны двух стран получают дополнительные выгоды от торговли, туристического 
обмена, реализации совместных проектов. Контактная функция характеризуется 
проницаемостью границы. Барьерная функция границы состоит в ограничении вза-
имодействий между странами. При этом применяются ограничения свободного пе-
ремещения товаров, трудовых ресурсов, туристических потоков, капиталов. Цель 
представляемого исследования —  оценить элементы контактной функции границы 
между КНР и РФ на Дальнем Востоке. Предмет —  функционирование границы 
между РФ и КНР. В работе используются методы экономической географии и ре-
гиональной экономики. Для оценки контактной функции границы рассчитаны по-
казатели проницаемости границы между Дальним Востоком России и КНР (физи-
ческая проницаемость, плотность таможенной и транспортной инфраструктуры). 
Представлены характеристики институциональных условий: скорость таможенно-
го оформления, применение цифровых технологий при оформлении документов. 
В итоге сделан вывод о низкой проницаемости границы между РФ и КНР на Даль-
нем Востоке. Сформулированы направления повышения контактной функции 
границы при развитии инфраструктуры. Предложены направления дальнейших 
исследований. Результаты исследования могут быть использованы для разработки 
направлений развития приграничных взаимоотношений между РФ и КНР.

Ключевые слова: Китай, российский Дальний Восток, государственная граница, 
проницаемость границы, барьерная функция границы.

Научная специальность: 08.00.00 – экономические науки.
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Introduction
The increasing and continually advancing 

use of technology in the value creation process 
has raised broad economic and social challeng-
es. These challenges inevitably pressure tax 
systems and require comprehensive research 
in order to be addressed. The most commonly 
discussed global issues include:

– digitalization’s impact on inequal-
ity – the digital divide, which is defined 
as a gap between individuals, households, 
businesses and geographic areas at differ-
ent socio-economic levels regarding both 
their opportunities to access information and 
communication technologies (ICTs) and their 
use of the Internet for a wide variety of activ-
ities (OECD, 2002);

– digitalization’s impact on employ-
ment – technological unemployment, which 
can be defined as unemployment due to the 
discovery of means of economizing the use of 
labor surpassing the pace at which we can find 
new uses for labor (Keyns, 2009); and

– digitalization’s impact on tax reve-
nues from corporate income taxation – the in-
consistency between the current international 
tax rules, based on the physical presence of a 
tax nexus and global virtual businesses (such 
as e-commerce) that can achieve a significant 
economic presence in key markets without any 
physical presence (scale without mass) (Action 
1, 2015);

The academic literature has thoroughly 
analyzed the issues mentioned above in the 
context of tax policy transformation, but each 
issue has usually been examined separately 
from the other issues. The main idea of the cur-
rent research is that the problems mentioned 
above cannot be separated from each other 
because they are closely related, so spillovers 
occur between them. Therefore, in developing 
both domestic tax policies and a new interna-
tional tax architecture for the digitalized world, 
these issues should be considered comprehen-
sively.

Theoretical Framework
Accumulated definitions of the digital 

economy proposed by Organisation for Eco-
nomic Co-operation and Development (OECD) 
(2017), United Nations (UN) (Rujoiu, 2019), 
International Monetary Fund (IMF) (2018), 
the Australian Government (2013) and Deloitte 
(2019) show that the digital economy’s main 
productive force is the collection and analysis 
of large amounts of information through in-
formation and communication technologies. 
Given that about 60% of the world’s population 
has access to the Internet (Clement, 2019), the 
digital transformation has primarily affect-
ed business models based on processing user 
data, such as Internet search engines, social 
networks and electronic platforms for the on-
line commerce of goods and services. In the 
context of this model, data is exploited primar-
ily for marketing purposes – for example, for 
targeted advertising. However, technological 
progress also includes the development of tech-
nologies with a very heavy impact on human 
labor’s contribution to a final product. These 
technologies include advanced robotics, arti-
ficial intelligence (AI), the Internet of Things 
(IoT), cloud computing, big data analysis and 
3D printing. In the context of these technolo-
gies, industrialized data is used primarily for 
production purposes – for example, at highly 
digitalized factories.

Based on the compensatory macroeco-
nomic effects described in the academic liter-
ature (Vivarelli, 2007), it can be argued that, 
in the long term, technological progress has 
only positive economic consequences. For 
example, the increasing use of digital tech-
nologies creates a large number of opportuni-
ties for new human labor applications (World 
Economic Forum, 2016), which theoretically 
mitigates the problem of technology displac-
ing labor as a factor of production. However, 
this theory can be challenged since it is long 
term–oriented and does not consider the tran-
sition period of society’s adaptation to new 
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technologies. During this period of transition, 
a significant negative impact on well-being and 
quality of life for both individuals and society 
can take place. The difficulties of adaptation 
relate to the fact that, in the context of digital 
transformation, more and more skilled human 
labor is needed. This requirement forms the 
preconditions for increasing inequality, based 
on different levels of professional knowledge 
and skills – the so-called “skill-based divide” 
(Manyika, 2017). Other destructive factors are 
also worth mentioning – namely, a significant 
digital divide, especially in Africa and Latin 
America (United Nations Conference on Trade 
and Development, 2019), a general insecurity 
in workers’ rights (International Trade Union 
Confederation, 2019), growing financial and 
property inequalities (Oxfam International, 
2020), and a general slowdown in the global 
economy (United Nations Conference on Trade 
and Development, 2017).

Statement of the Problem
In this regard, the transformation of the tax 

system is becoming more relevant as the poten-
tial increase in technological unemployment, 
due to the increasing use of digital technolo-
gies, may significantly affect tax revenues – 
which any state is interested in maximizing 
for many reasons, such as combatting techno-
logical unemployment. A key fiscal risk is a 
decrease in tax revenues from the taxation of 
labor due to a decrease in labor’s contribution 
to output as a result of technological unemploy-
ment, which the results of individual studies 
have also confirmed, indicating technological 
unemployment’s significant potential (Win-
ick, 2018) – especially for workers engaged 
in routine activities (Chui et al., 2015; Kape-
lyushnikov, 2017). Another problem relates to 
international tax architecture’s current basis on 
the distribution of rights for the taxation of pas-
sive income from the cross-border transfer of 
capital and technology between a “residence” 
country and a “source” country. “Residence” 
countries are usually more developed countries 
with advanced technologies, and they usual-
ly have primary and often exclusive rights to 
tax such profits, while the “source” countries’ 
rights to tax profits are often either limited 

under international agreements or not fully 
realized due to a lack of necessary technical 
competences among their local tax authorities 
(Tanzi, Zee, 2001). Therefore, the transforma-
tion of tax systems could trigger another round 
of international tax competition for the alloca-
tion of digitalized capital since countries’ adap-
tation to the new digital environment will vary, 
depending on their fiscal characteristics – for 
example, their level of economic development 
and government spending, as well as their 
share of the highly educated and digitally sav-
vy population.

In this regard, the risks associated with 
tax systems’ failure to meet the challenges of 
digitalization are dramatically increasing. Due 
to the polarization of income resulting from the 
digital divide, a new understanding of how tax 
policies contribute to reducing economic in-
equality may be needed. In turn, outdated in-
ternational taxation systems could exacerbate 
global inequalities between developed and de-
veloping countries through the mechanism of 
international tax competition for mobile capital.

Methodology
Our research is based on general scientific 

methods of analysis and synthesis, a systematic 
analysis of social phenomena and processes and 
a method of comparison, as well as the study of 
individual countries’ cases. The authors use the 
concepts of technological unemployment and 
the digital divide to analyze this phenomenon 
in the context of tax policy measures and dig-
ital transformation cases in developed and de-
veloping states. Ultimately, practical proposals 
for tax reforms in Russia are suggested within 
this context.

Discussion
As a result of our analysis of digital-trans-

formation cases in the context of challenges to 
tax policy and international economic compe-
tition, we have identified features that differ 
between major developed and emerging econ-
omies, such as OECD countries and BRICS 
(Brazil, Russia, India, China, and South Af-
rica), and the poorest developing countries, 
especially those in Africa. In this regard, tax 
systems’ reform in the digitalization context 
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should consider two factors. First, the imple-
mentation of tax policy measures in the digi-
talization context should assume that issues 
of personal and corporate taxation cannot be 
considered or reformed separately. This judg-
ment is based on the fact that digitalization 
significantly changes the existing balance be-
tween labor and capital taxation since it sig-
nificantly affects labor’s share in production 
and employees’ level of real wages. Therefore, 
significant spillovers can arise from any tax 
reform that adjusts the tax burden onto either 
capital or labor. These spillovers can arise at 
either the national or international level, and 
they include – for example – the domestic sub-
stitution of routine labor with technologies and 
the cross-border transfer of digitalized capi-
tal and highly skilled labor. Secondly, special 
attention should be paid to the international 
tax system, and political efforts should be di-
rected toward strengthening tax cooperation. 
International taxation’s importance is increas-
ing due to globalization of the world economy 
and its connectivity through both information 
and telecommunication systems, increasing 
data flows and transnational enterprises’ value 
chains, which leads to a “migration” of digita-
lization’s economic effects between the more- 
and less-developed worlds.

Results: Economies’ Digital Transformations  
in Different Countries

In our opinion, in developed economies 
with less government spending and a well-ed-
ucated, digitally savvy populations, digitaliza-
tion’s negative fiscal effects described above 

will be less significant. Thus, such states may 
even reduce taxes on labor and capital in order 
to attract key drivers of digital value creation 
(highly qualified workers and intellectual prop-
erty) to their jurisdictions from higher-tax ju-
risdictions. Such a tax policy would exacerbate 
global tax competition.

However, larger economies with large 
populations, high government spending and 
high costs of digital transformation may 
face significant fiscal difficulties due to dig-
ital transformation for the reasons mentioned 
above. This strain can lead to the implemen-
tation of “protectionist” fiscal policies in order 
to address the effects of global digital transfor-
mation imported from nearby economic com-
petitors. This kind of scenario can already be 
seen through the prism of larger EU countries’ 
reaction to the expansion of digital businesses 
from the United States into their own markets 
(Asen, 2020), as well as through the revival of 
the “robot-tax” idea in some countries that ei-
ther are highly digitalized or have large popu-
lations (Table 1).

The characteristics of the transformations 
of less-developed countries’ tax systems, and 
especially the poorest countries’, should be 
highlighted separately. First, technological 
unemployment may affect the poorest coun-
tries from outside as a result of investments 
by highly digitalized multinational enterprises 
(MNEs), which crowd out local economic ac-
tivities – for example, in agriculture – but do 
not lead to significant employment increases. 
Second, the poorest countries’ economic role in 
global value chains often relates to less-valu-

Table 1. Robot-tax: Modern interpretation

Country Introduced Form Focus

South Korea (Vigliarolo, 
2017)

Yes Restricted incentives for in-
vestments in technology

Equalization of the tax burden on 
human and capital-intensive labor

Canada (Chan, 2019) Idea Payment of a terminated staff 
member’s income tax

Recruitment of a staff member

India (Shankaran, 2019) Idea Limited incentives for invest-
ments in technology

Equalization of the tax burden on 
human and capital-intensive labor

China (Cai, 2018) Idea Not specified Formation of a universal basic in-
come

Source: Compiled by the present authors.
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able functions that digital technologies could 
already replace. Third, the poorest countries 
have often been characterized by low insti-
tutional development and a weak education 
sector – including the digital literacy context – 
which has caused difficulty for such jurisdic-
tions in attempting to emerge from their chal-
lenging socioeconomic situations.

In this regard, the Oxford Martin School 
notes the growing relevance of the poorest de-
veloping countries’ search for new economic 
models – even though technological unem-
ployment is likely to affect developing coun-
tries later than developed countries (Frey et al., 
2016). In the school’s view, the two pillars of 
the foundation on which new policies should 
be built are investments in boosting domestic 
demand and the education sector (Frey et al., 
2016). This view has a certain logic, given that 
the digital economy is characterized by a rapid 
expansion of new self-employment opportuni-
ties via reduced barriers to entry – including 
for women, people with disabilities, and people 
living in remote regions (World Bank, 2016). 
Below are just a few cases that illustrate digi-
talization’s positive effects in the poorest coun-
tries (Table 2).

These examples can be viewed as a mod-
ern interpretation of one effect of technologi-
cal transformation, the inflow of investment in 

new economic sectors leading to the partial ab-
sorption of the substituted workers from these 
sectors that are gradually getting rid of excess 
labor (Vivarelli, 2007). However, we suggest 
that merely connecting people from the poorest 
countries to digital platforms may not be suffi-
cient to combat technological unemployment, 
especially when the digital revolution would 
lead to a wider displacement of workers from 
traditional industries.

The scale of this potential substitution of 
low-cost labor by technology has been illus-
trated in the research conducted by the Oxford 
Martin School (Frey, 2016): developing coun-
tries may be at a much higher risk of a tech-
nological displacement of labor. The school 
suggested that the potential for job automa-
tion varies from 55 percent in Uzbekistan, 69 
percent in India, 77 percent in China and 85 
percent in Ethiopia to an OECD average of 57 
percent (Frey, 2016). The International Labour 
Organization (ILO) has a similar view, arguing 
that 64 percent of jobs in Indonesia, 86 percent 
in Vietnam, and 88 percent in Cambodia are at 
risk of displacement – particularly in the tex-
tile industry (International Labour Organiza-
tion, 2019). Therefore, for such jurisdictions, a 
transformation of the tax system may present a 
significant challenge. Initially, it should include 
the development of tax incentives to attract 

Table 2. Cases of successful socioeconomic transformation through digital economic models

Example Region Comments

e-Commerce market (World Bank, 2016) China More than 10 million jobs created in online shops 
and related industries

Digital payment system M-Pesa (World Bank, 
2016)

Africa Source of income for over 80,000 of its agents

IT-company Andela (Youth Employment De-
cade, 2017)

Africa Provision of free online training; the company 
plans to train 100,000 African developers by 
2024

Online platform Farmerline (Food and Agricul-
ture Organization of the United Nations, 2017)

Ghana Combination of 200,000 farmers to increase 
proximity to markets

Women on the Internet (World Bank Group, 
2018)

Kosovo 
Region

Creation of new jobs for women via training in 
IT skills

Digital service Samasource (World Bank, 2016) Poorest 
countries

Connection of US and UK clients with workers 
from the poorest countries, most of whom are 
women

Digital service Rural Shores (World Bank, 2016)

Source: Compiled by the present authors.
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more foreign investment and technology, which 
may, however, exacerbate technological unem-
ployment. The solution to this “vicious circle” 
could be economic policy measures aimed to 
prevent foreign investors from shifting the tax 
base without adequate taxation at the source 
and to create fiscal government funds in order 
to finance low-skilled workers’ adaptation to 
the new digitalized reality and development of 
new valuable skills; however, this task would 
be difficult under the current constraints of tax 
systems and limited fiscal resources.

Results: International Tax Cooperation’s 
Potential to Resolve the Problem of Adapting 
Tax Systems to Digitalization Challenges

Cooperation in taxation is a controversial 
aspect of international tax rules. On the one 
hand, the huge number of bilateral tax agree-
ments to eliminate double taxation and prevent 
fiscal evasion indicates the international tax 
architecture’s maturity. On the other hand, its 
scope, content and essence can be reasonably 
criticized today, especially given digital tech-
nologies’ increasing role in society’s economic 
life. Here are just a couple of key arguments 
supporting such criticism:

– Bilateral tax treaties, as they are de-
signed today, focus on the international tax 
problems of the “industrial economy” and are 
not adapted to the digital reality. The principles 
laid down in tax treaties do not properly reflect 
the changing reality of the digitalized world 
(for example, the role of cross-border flows of 
data and the lesser importance of a physical 
presence at market states) (Action 1, 2015);

– The international tax system is inca-
pable of rapid transformation aimed to solve 
specific problems surrounding the distribution 
of the tax base, especially between developing 
and developed countries (one example is the 
tax revenue losses related to the “brain drain” 
problem) (Milogolov, Berberov, 2019).

The combination of these factors chal-
lenges humanity to rethink the international 
tax architecture more deeply, considering digi-
tal technologies’ broad impact on the economy 
and society. The urgency to search for a new 
direction in this transformation is also evident 
in the increasing activity level for tax policy 

that aims to introduce uncoordinated taxes to 
digital businesses (Asen, 2020). This policy is 
reasonable because insufficient budget reve-
nues can lead to social and economic shocks 
to society, including in the context of retrain-
ing technologically ousted citizens. Notably, 
however, some states also oppose this policy, 
alleging that it is unfair and that it breaches the 
principles of global tax and trade rules (Hovet, 
2020).

In this regard, international tax coopera-
tion to address technological unemployment 
is suggested by the authors. An inspiration 
for this idea can be found in the works of the 
Dutch trade union leader Edo Fimmen, who 
suggested concluding international agreements 
aimed at “slowing down the use of new pro-
duction methods” (Fimmen, 1924). History 
repeats itself, given that some experts have 
argued for the need to redistribute developed 
states’ income to developing states by paying 
citizens a global universal basic income (Con-
dliffe, 2018). The authors of that proposal do 
not indicate how such funds would be raised. 
In this regard, let us improve upon the idea and 
assume that the mechanism for such collection 
would be an ephemeral global tax tool (e.g., a 
global robot tax).

To consider the prospects of such a tax 
tool, jurisdictions’ handling of multilateral 
agreements should be analyzed. Broekhuijsen 
(2016) discussed this issue, stating that coun-
tries’ economic interests were a necessary 
condition for their entering into cooperative 
arrangements and that an appropriate consen-
sus among the most influential countries con-
stituted a sufficient condition. From this per-
spective, developing countries’ participation 
in such cooperative tax agreements –  espe-
cially among the poorest states – is reasonably 
economically rational for them. However, in 
our view, the prospects of such cooperation 
are not very optimistic, especially given that 
modern international relations under the con-
ditions of the digital economic transformation 
are not characterized by equality among coun-
tries’ bargaining positions. The international 
tax architecture is controlled by developed 
OECD countries and major emerging econom-
ic powers (e.g., China and India) (Broekhui-
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jsen, 2016), while the poorest countries’ eco-
nomic role is not extensive. At the same time, 
the generation of digital solutions is currently 
in the hands of companies from the two larg-
est economies, the United States and China 
(United Nations Conference on Trade and 
Development, 2019), for whom the problem of 
technological labor displacement within their 
domestic economies is not theoretical, and 
who are unlikely to be interested in sponsor-
ing the poorest countries’ welfare unless such 
sponsorship leads to additional economic ben-
efits for the sponsors themselves.

Based on this analysis, we believe inter-
national tax cooperation that aims at a greater 
redistribution of tax revenues in favor of the 
poorest developing countries seems utopi-
an today. In this regard, cooperative mecha-
nisms that aim to encourage research and an 
exchange of experience to combat technolog-
ical unemployment, similar to the UN’s rec-
ommendations (UN Department of Economic 
& Social Affairs, 2017) – which, however, do 
not fundamentally solve this problem for the 
poorest developing countries – may be the 
current upper limit of tax cooperation. Devel-
oping countries are left to face the indicated 
problem, which – in our opinion – contradicts 
Goal No. 9 in the 2030 Agenda of the UN 
General Assembly (United Nations Sustain-
able Development Goals, 2015) and relates to 
the promotion of “sustainable development.”

Results: What Should  
the Russian Federation Do?  
Directions for the Development  
of the Tax System

It should be noted that the Russian Feder-
ation’s position is unique in many respects. On 
the one hand, the country is characterized by 
a large population that is more educated than 
developing countries’ populations. On the oth-
er hand, the Russian economy has strong com-
petitive disadvantages, including its main focus 
on exporting low-value-added goods (such as 
extracted natural resources), its high level of 
financial and property inequality, and its large 
number of industrial monocities. Thus, the 
state could face problems concerning the tech-

nological displacement of its workforce. This 
potential, in particular, has also been indicated 
by the results of studies conducted by Zemtsov 
(2017), McKinsey (Manyika, 2017), The Econ-
omist (2018) et cetera.

We tend to proceed from the point of view 
expressed by the Oxford Martin School (Frey 
et al., 2016): in the short term, the technological 
displacement of labor is typical for developed 
countries, but over the longer term, this process 
will inevitably affect developing countries, in-
cluding the Russian Federation. In this regard, 
Russia has time to develop its own technologi-
cal adaptation scenario.

In our opinion, when developing Russia’s 
strategy to combat technological unemploy-
ment, we should turn to two updated ideas orig-
inating from classical political economists. The 
first of these ideas was originally expressed by 
the German economist and philosopher Karl 
Marx, who argued that “the machines are not 
to blame for freeing people from their liveli-
hoods” (Marx, 1983). The second of these ideas 
was originally expressed by the British econ-
omist Sidney James Webb: “The conversation 
should not be about whether or not to introduce 
machines, but about the conditions under which 
they should be introduced” (Kolokolnikov, 
1909). With these ideas in mind, we advocate 
for a policy that aims to proactively dampen 
the digital transformation’s negative social and 
economic consequences.

Reforms should not be limited to internal 
tax policy alone. Transformation processes 
that align with this new historical challenge 
should also touch upon international tax poli-
cy, especially accounting for tax policies’ ac-
tive transformation in foreign countries. The 
primary challenge is to support Russian IT 
companies’ activities. This support is neces-
sary to level the tax burden and the playing 
field for foreign companies with a significant 
presence in Russia and for local companies, 
preferably by coordinating the measures in-
troduced with the other Eurasian Economic 
Union (EAEU) member states. Table 3 shows 
the revenue potential of taxing foreign digital 
companies’ profits.

As calculations above show, the introduc-
tion of such a tax reform would enable a partial 
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compensation for the losses resulting from the 
digital redesign of traditional market segments, 
such as taxis, as well as the redistribution of 
revenues in favor of Russian capital and the 
country’s budget – including the context of 
technologically retraining Russians. This ap-
proach requires the development of a corpo-
rate taxation methodology; meanwhile, the tax 
service already has the necessary resources 
for administration in the digital environment. 
These resources are indicated, in particular, by 
the amount of VAT collected from the provi-
sion of foreign companies’ digitalized services 
(Table 4).

The second aspect of improving tax policy, 
in our opinion, should concern the mechanism 
of personal income taxation. This aspect is nec-
essary because most of this mechanism’s reve-
nues, to date, have been collected from people 
with relatively small incomes. Despite some 
experts’ suggestion that reforming the personal 
income tax collection mechanism will not yield 
much revenue or improve social justice (Agee-
va, 2017), we consider this approach paradox-
ical and advocate for increasing the personal 
income taxation mechanism’s progressivity. 
Such a strategy would enable an offsetting of 

the wage polarization that has resulted from 
the transition to new working conditions – the 
skill-based divide problem.

The third aspect of the reform relates to 
tax incentives for staff education and retrain-
ing. To date, according to Rosstat data (2019), 
companies’ expenses to innovatively retrain 
employees do not exceed 2% of the total inno-
vative expenses. Certainly, on the one hand, 
this fact can be interpreted to suggest that the 
retraining process is not yet relevant for com-
panies. On the other hand, in the absence of an 
unambiguous answer to this question, we be-
lieve introducing a tax incentive for additional 
deductions from companies’ taxable profits is 
important in order to encourage companies to 
invest in retraining employees.

Finally, the high level of international 
mobility among digital specialists of Russian 
origin puts reconsidering their tax nexus and 
reforming tax residence criteria; to date, these 
aspects are elementarily simple and do not re-
flect the tax nexus of the “drained brain” with 
the country of origin of these mobile specialists 
(Milogolov, Berberov, 2019).

The subject for a wider discussion is 
the introduction of some form of tax on ro-

Table 3. Estimation of additional tax income from the taxation  
of IT companies’ 50 largest representative offices (2018)

Indicator Value

Revenue 967.1 billion rubles
Average profitability (2017) ~17.6%

Profit 170.2 billion rubles
Corporate income tax ~34 billion rubles

Source: Compiled by the present authors based on TAdviser (2019) data.

Table 4. Volume of VAT collected and number of companies

Year Volume of VAT (billion rubles) Number of companies

2017 ~9.4 131
2018 ~12 203
2019 ~47.5 2,168
2020 – 2,209

Source: Compiled by the present authors on the basis of research by Bryzgalova (2019).
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bots, which may have various forms. Alex-
ei Kudrin, former head of the board at the 
Center for Strategic Research, stated that 
“an income tax on robots would mean a tax 
on technological progress,” while the Rus-
sian Federation faces the opposite challenge 
(Feynberg, 2017). However, Kudrin also 
pointed to the following trend: as a result of 
robotization, fast-growing companies’ profits 
are also growing rapidly, and consequently, 
budget funds for citizens’ technological re-
training should be taken from these compa-
nies’ funds (Feynberg, 2017). In this regard, 
in our opinion, the Russian tax system can 
show the world its positive version of the tax 
on robots that aims to create incentives to 
reinvest the profits of businesses with a high 
level of digitalization. One element of such a 
measure could be limiting the deduction of 
expenses for the use of foreign technologies 
from taxable profits at a reasonable level in 
order to stop profits from shifting through 
royalty payments to low-tax jurisdictions.

Conclusion
The following three points are important 

to note:
1) With digital technologies’ increasing 

penetration into society and the economy, 
increasing technological unemployment and 
growing inequality may become a problem 
for many countries around the world. In this 
context, the search for areas of transforma-
tion for tax systems at the national and in-
ternational levels is becoming more relevant. 
The design of tax reforms depends on states’ 
unique socioeconomic characteristics. How-
ever, in our opinion, the question of how the 

poorest developing countries’ tax systems 
will adapt to these new conditions remains 
open due to these countries’ inherent fiscal 
limitations.

2) The development of a new instrument 
for international tax cooperation could contrib-
ute to a coordinated transformation of tax sys-
tems. However, an analysis of the prerequisites 
for jurisdictions’ introduction of such mecha-
nisms shows that, to date, such an initiative is 
unlikely to be feasible due to states’ different 
economic interests. In this regard, given the 
potential for increased technological unem-
ployment, the recommended tax reform trajec-
tory for the poorest states’ tax systems remains 
uncertain.

3) The Russian Federation’s situation is 
unique in many ways. On the one hand, the 
Russian population is highly educated. On the 
other hand, unfortunately, Russia cannot yet be 
classified as a highly developed country. We 
propose the following tax policy measures for 
Russia:

– leveling the playing field in corporate 
income tax burdens for domestic and foreign 
digital businesses;

– introducing a reform that aims to in-
crease personal income taxation’s progressivity 
and distributional potential, as well as changes 
to individuals’ tax residence criteria;

– developing a system of tax incentives 
that aims to encourage employee retraining; 
and

– determining how to introduce a 
non-classical version of the tax on robots in 
order to encourage the reinvestment of prof-
its in the Russian economy and prevent prof-
it-shifting.
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Аннотация. Статья посвящена проблеме трансформации налоговых систем в эпо-
ху цифрового развития экономики. В качестве основной проблемы авторы выде-
ляют проблему технологической безработицы и растущего неравенства доходов, 
объясняемого разрывом в профессионально- квалификационном уровне работни-
ков. Авторы выделяют различные возможные последствия для налоговых систем 
развитых и развивающихся государств. Исходя из этого авторы также рассматрива-
ют перспективы многостороннего сотрудничества как инструмента экономической 
политики, направленного на замедление темпов технологической безработицы 
и роста неравенства (как между странами, так и внутри них). Изучив экономиче-
ские интересы развитых и развивающихся государств при заключении соглаше-
ний, авторы предполагают, что такой сценарий сотрудничества в настоящее время 
вряд ли является реальным, он поставит налоговые системы беднейших государств 
в крайне уязвимое положение. Заключительная часть статьи посвящена вопросам 
адаптации российской налоговой системы к вызовам цифровой экономики.

Ключевые слова: технологическая безработица, налоговая политика, цифровая 
экономика, неравенство, налоговая конкуренция, налоговая кооперация, развива-
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Introduction 
Customer experience is a multidimen-

sional construct which seeks to address the 
emotions, perceptions, and behaviour of the 
customers before service encounter, during 
service offerings and after service delivery. 
Kuppelwieser and Klaus (2018) opine that 
customer experience is important in explain-
ing consumers’ emotions and cognitive re-
sponses. Stein and Ramasehan (2016) opine 
that it is not enough for firms to concentrate 
on generic offerings; customers now seek ser-
vice encounter tailored towards personalised 
experience. This has made firms to differen-
tiate their services from their rivals in the in-
dustry by offering and delivering more unique 
and personalized customer experience (Stein 
& Ramaseshan, 2016; Lemon & Verhoef, 
2016). Customer experience is an aspect of 
customer behaviour which expresses the emo-
tions and reactions of the customers while in-
teracting with the firm and its products (Klaus 
and Maklan, 2013). Customer behaviour have 
been revealed to be influenced by many fac-
tors and in most recent times the role of cul-
ture and its sub-components such a religion 
(Mokhlis, 2009; Halliru, 2013)

The role of culture in consumer behaviour 
has been sufficiently looked into in the exist-
ing literature. Halliru (2013) opines that reli-
gion plays a pivotal role in influencing the taste 
and preference of consumers across different 
religious backgrounds. Abu-Alhaija, Yusof, 
Hashim and Jaharuddin (2018) posit that reli-
gion is not only a social construct but also a 
behaviour enhancer which has the capacity 
to induce either positive or negative emotions 
from the consumers. Abou-Youssef, Kortam, 
Abou-Aish, and El-Bassiouny, (2015) argue 
that religiosity (religious commitment) is a tool 
which should be explored in the marketing lit-
erature to determine the extent to which it can 
affect the behaviour of the consumer. However, 
Souiden and Rani (2015) stress that religiosi-
ty is a complex construct which is blurry. This 
is premised on the belief that religion is a per-
sonal experience and as such, how a religious 
person feels in the consumption of goods and 
services is relative depending on the person’s 
religion and affiliation. 

Several studies have revealed the extent 
to which the consumer behaviour could be 
affected (Mokhlis, 2009; Muhamad & Mizer-
ski, 2010; Abou-Youssef et al., 2015; Agarwa-
la, Mishra & Sing, 2018). While these studies 
show that religion is an important driver of 
consumer behaviour, the basis of measurement 
of religiosity as a construct has been a funda-
mental issue. Al Abdulrazak and Gbadamosi 
(2017) and Muhamad and Mizerski (2010) ar-
gue that religiosity is a multidimensional facet 
which measurement is divergent to different 
religions perception, orientation and beliefs 
that are unique for them. In order to overcome 
the issue of measuring the religiosity con-
struct, Abu-Alhaija et al. (2018) suggest that 
study on religiosity as it affects customers’ 
behaviour should be considered in the context 
of individual religion existing in a particular 
place. What is allowed in one religion could 
be forbidden in another (Mokhils, 2009) and 
could bring about different experiences to the 
customers. Choi (2010) and Essoo and Dibb 
(2004) opine that religiosity is a significant 
driver of customer risk perspective, shopping 
behaviour and lifestyle of the consumer. While 
all these studies examine the effect of religios-
ity on consumer behaviour in general, it is yet 
to be established in the extant literature how 
religiosity could influence customer experi-
ence. According to Mathras et al. (2016), most 
of the studies undertaken in religion and con-
sumer research have been qualitative, and this 
creates a need to investigate the interaction 
between religiosity and consumer behaviour. 
Hence, this study seeks to examine the effect 
of religiosity on customer experience in Nige-
ria among the three religions (Christianity, Is-
lam and traditional religion) and investigate if 
there is any significant difference in custom-
er experience among the three religions. The 
study also addresses the issue of measurement 
of religiosity and seeks to establish the most 
significant construct of religiosity influencing 
customers experience in the hospitality indus-
try in Nigeria. The choice of the hospitality 
was motivated by the opinion of Sibal (2018) 
who establishes that the hospitality industry 
is significant in the contemporary society, dy-
namic and it could be complex due to the in-
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fluence of culture and religious beliefs which 
is divergent.

Literature Review 
Concept of Religiosity and Measurement

The concept of religiosity and its mea-
surements have been extensively discussed in 
the literature. Mokhils (2009) explains that an 
exploration of the different definitions of reli-
giosity reveals that there is inconsistency in its 
definition. This opinion was premised on the 
views of Clarke and Byrne (1993) who report 
the definition of religiosity is affected by the 
historical conceptualisation of religiosity, the 
ambiguous use of the concept and the relativity 
in the application by scholars to suit their pur-
poses. Patel (2012) posits that religiosity is the 
degree to which an individual or persons are 
affiliated and committed to a religious group. 
In that same vein, Esso and Dibb (2004) stress 
that religiosity is the extent to which an indi-
vidual adheres to certain beliefs and principles 
established by a supreme being. Abou-Youssef 
et al. (2015) argue that religiosity is a specific 
derivation of religion while Al Abdulrazak and 
Gbadamosi, (2017) opine that religiosity relates 
to values, experiences, beliefs and practices 
which influences the way an individual thinks, 
responds and expresses emotions in the activ-
ities of life. These definitions give room for a 
critical review since they are defined outside 
the place in which this study was carried out. 
In achieving the objective of this study, there 
is a need to define religiosity in the Nigerian 
context.

While the concept of religiosity could be 
a universal construct, its application could be 
country-specific (Mokhils, 2009). Somefun 
(2019) in explaining religiosity in the Nigerian 
context, posits that religiosity is a pivotal fea-
ture of religion which deals with the extent of 
religious belief and involvement. Halliru (2013) 
assets that religiosity is the framework which 
guides the activities, beliefs and spirituality of 
the average Nigerian in the process of carry-
ing out activities. Endong (2016) observes that 
religiosity is the way of life of the Nigerian 
people, which can be seen in both their abstract 
and material life. These definitions provide sig-
nificant background for this study. In essence, 

religiosity is the total involvement of a per-
son in a set of beliefs, principles and practic-
es which influence and guide the behaviour of 
such a person in expressing emotions. Nigeria 
is viewed as a secular state, not because it does 
not have different religious practices, but called 
so because no particular religion is supreme to 
another (Ogbu, 2014). The three main types of 
religion in Nigeria are Christianity, Islam and 
traditional religion. These religions are also 
characterised by different affiliations, denom-
inations and beliefs which influence the way 
their followers react to issues. Al Abdulrazak 
and Gbadamosi (2017) are of the opinion that in 
the Nigerian context religiosity measurement 
differ among the three types of religions, and 
that measurement of religiosity is complex; the 
scale must include elements that are common 
to all of them. Abou-Youssef et al. (2015) posit 
that religious knowledge, religious orientation, 
religious commitment and religious affiliation 
are fundamental elements of religiosity which 
are common to all religions irrespective of the 
country of practice and people. Abu-Alhaija 
et al. (2018) argue that these measures are ro-
bust and are significant in explaining consumer 
behaviour. Thus, in ascertaining the effect of 
religiosity on customer experience in the hos-
pitality industry in Nigeria, these measures, as 
proposed by Abou-Youssef et al., (2015), are 
adopted in this study.

Customer Experience and Measurement
Customer experience has become a signif-

icant factor in the competitiveness and success 
of a firm or an industry (Sharma & Chaubey, 
2014; Wei, Ang and Anaza, 2019). This is pre-
mised on the idea that superior and memora-
ble customer experience has the capacity to 
enhance different performance measure in any 
industry. Pekovich and Rolland (2020) explain 
that firms that create a strong customer experi-
ence outperform firms whose customers do not 
get such a memorable experience. This means 
such firms attract better brand preference and 
can increase the prices of their product and 
services, thereby outperforming their rivals in 
both growth and stock price. McColl-Kennedy 
et al. (2019) see customer experience as a con-
struct which is made up of discrete emotions, 



– 1726 –

Powel Maxwell Worimegbe. Religiosity and Customer Experience: a Study of the Nigerian Hospitality Industry

cognitive reactions and value creation elements 
(interactions and customer interaction, contex-
tual roles and resource activities) which make 
the customer journey in the service encounter 
process an exciting one. Customers experience 
could be seen as an expression of the custom-
ers’ emotions in the service encounter process 
(pre-purchase, service delivery and consump-
tion stage). Pekovich and Rolland (2020) opine 
that customers experience depends on diver-
gent factors which could be uncontrollable or 
difficult to manage by the firm and that such 
factors include the customers’ preferences, per-
sonal characteristics and beliefs. Siqueira et al. 
(2020) suggest that customer experience mod-
el should be an integration of uncontrollable 
and controllable factors. Although the concept 
of customers experience has started gaining 
pre-eminence in existing literature, the issue of 
its measurement has become of a great concern 
Mahr, Stead, & Odekerken-Schr€oder, 2019). 

Molinillo et al. (2020) explain that the 
customer experience model should include 
affective and cognitive dimensions while Pi-
otrowicz and Cuthbertson (2014) suggest that 
the measurement should include technological 
dimension as this will enhance the customers 
in fully interacting with the firm while foster-
ing a better relationship based on convenience. 
Klaus and Maklan (2013) in exploring the con-
cept of customer experience proposed product 
experience, outcome focus, moments of truth 
and peace of mind as the right measurements of 
this construct. Keiningham et al. (2020) posit 
that the measurement of customer experience 
should be include social, emotional, sensory, 
physical and cognitive dimensions. They assert 
that such dimensions would help the firms to 
understand, interpret and take valuable mana-
gerial decisions which will enhance the firms’ 
performance both in the long and short run. 
This view was supported by Pekovich and 
Rolland (2020) who report that since custom-
er experience is a multidimensional construct 
it should be measured in terms of customer 
cognitive, emotional, social, sensorial and be-
havioural and technological experience in the 
service encounter process. In this study, the 
dimensions established by Pekovich and Rol-
land (2020) are adopted since they provide a 

robust explanation into the nature of customer 
experience (Keiningham et al., 2020 The cog-
nitive experience deals with rational, conscious 
and thinking mental capability of the custom-
er to evaluate a firm’s product offering at the 
pre-purchase and purchase stage (Lemon and 
Verhof, 2016). According to Brun et al. (2017), 
the cognitive dimension has the capacity to 
improve customer commitment and loyalty. 
The emotional experience, on the other hand, 
reflects the perception of the customer, which 
is elicited after the consumption of a prod-
uct or service. According to Ou and Verhoef 
(2017), the emotional dimension is a significant 
driver of customer behaviour. Oliver (1997) 
opines that this dimension significantly drives 
customers’ preferences, evaluation, purchase 
intention and recommendations. Dube and Me-
non (2000) assert that emotional experience 
happens during consumption and that this pro-
vides the platform for customer loyalty. 

The behavioural experience captures the 
customer engagement in the service offering 
and delivery process. Nysveen and Pedersen 
(2014) are of the view that the behavioural ex-
perience allows the customers to participate, 
co-produce, suggest, share new ideas and criti-
cise the firm’s product in order to have a better 
service journey. Ranjan and Read (2014) report 
that behavioural experience is a significant 
driver of customer satisfaction and loyalty. The 
sensory experience involves the functioning of 
the five human senses (Pekovich and Rolland, 
2020). Vargo and Lusch (2004) opine that the 
human sensory organs are the major driver of 
customer attitude and judgement in interacting 
with the firms’ product and services. Gentile 
et al. (2007) argue that the sensory experi-
ence is induced by the sensory perception of 
the service environment and atmosphere which 
incites excitement, aesthetic pleasure, satisfac-
tion, and positive behavioural intentions in the 
customers.

The social experience involves the inter-
action between a customer and other custom-
ers who patronise a particular firm or its rival. 
Gentile et al. (2007) report that social expe-
rience is a function of social relationship and 
contexts which emerge during the customer 
service. The experience occurs when custom-
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ers interact with employees of a firm and other 
customers (Yi and Gong, 2008). However, most 
recently the study of Garg and Qureshi (2014) 
has revealed that frontline employees contrib-
ute majorly to the social experience regardless 
of their demographic distribution and status. 
According to Pekovich and Rolland (2020), the 
more the customers interact with a firm’s tech-
nological platform, the more the technological 
experience that is aroused in the customer. 
Bolton et al. (2018) stress that the integration of 
emotional, sensory, cognitive, behavioural, so-
cial and technological experiences creates the 
optimal customer experience.

Religiosity and Customer Experience  
in the Hospitality Industry: the Nexus

Recently, there has been increasing 
awareness and the recognition of the impact 
of religiosity on the customer behaviour (Ar-
gawala et al., 2018; Mathras et al., 2016). Most 
studies on religiosity and consumer behaviour 
have been streamlined to market segmenta-
tion. For instance, Ahmad, Rustam, & Dent, 
2011; Alserhan, 2010, argue that there should 
be a separate market for Muslims as it regards 
the consumption of pork product due to their 
religious affiliations. Mathra et al. (2016) 
suggest that Christians exhibit more of so-
cial experience and sensory experience than 
other religions while the Muslims are biased 
towards haram (prohibition) and halal (per-
missible) of agricultural products. Sibal (2018) 
points out that religions prescribe the type of 
food their followers must consume, although 
such dietary instruction varies among people 
of the same religion. This could be as a result 
of denominations, religiosity and individual 
belief. Mokhlis (2009) reveals that there is 
no significant difference among Christians, 
Muslims and other religious faiths in terms 
of their shopping pattern. However, religiosi-
ty could lead to consumers exhibiting greater 
price consciousness, lower impulsive buying 
habit regardless of their demography. Farah 
and Samad (2014) posit that customers with 
high religiosity are more matured, responsible 
and disciplined in their purchases’ orientation 
which makes them make rational decisions. 
Alam et al. (2001) opine that Muslim custom-

ers exhibit higher religiosity than other reli-
gions because they take the Islamic dictates 
as the reference points when making decisions 
relating to food. Esso and Dibb (2004) are of 
the view that customers with high religiosity 
consider some products offensive while cus-
tomers with low religiosity are indifferent 
about any product or service. Halliru (2013) 
indicates that religiosity affects the Nigerian 
population consumption behaviour and has 
the capacity to determine their preference for 
food, protein, beverage and type of clothing. 
According to Mathras et al. (2016), most of the 
studies undertaken in religion and consumer 
research have been qualitative, and this cre-
ates a need to investigate the interaction be-
tween religiosity and consumer behaviour. In 
addition, they also stress that studies on the 
impact of religion on consumer behaviour are 
scanty and this creates the need to develop 
a theoretical framework and empirical stud-
ies which will reveal the true extent to which 
religiosity affects customer psychology. Pre-
mised on the discussions, this study proposes 
the following hypotheses: 

HA1: Religiosity significantly affects cus-
tomer experience in the hospitality industry

HA2: There is no significant difference 
among the three religious groups as it relates to 
the customer experience.

Theoretical Review
Consumer Culture Theory (CCT)
The consumer culture theory is a theory 

which is premised on the belief that there is a 
socio-cultural aspect to consumers psychology. 
According to Amould (1989), CCT provides 
insight into understanding the real behaviour 
of the customers. The theory explains the in-
teraction between exchange and consumption. 
Arnould (2001) and Thompson explain that the 
CCT as a field of enquiry reveals the complexi-
ties in the consumer culture in which religion is 
a sub-component. Armould et al. (2019) argue 
that the CCT reflects what the customer believes 
in and what transcends from such belief rather 
than who the customer is. From the standpoint 
of the CCT, the consumer religion is a dynam-
ic and symbolic network which determines the 
level of social interaction. Arnould and Cayla 
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(2015) emphasise that the consumer culture 
which integrates religiosity is key in explain-
ing the customer live experiences, socio-eco-
nomic engagement and how resources have 
been expended. Arnould et al. (2019) report 
that the customers’ perception of what quality 
is, what induces desire and how their emotion 
is being expressed is central and symbolic to 
the consumer culture. The CCT also conceptu-
alises the interrelated system of consumption 
and culture, which produces emotions, expe-
riences, images, text and continuously reveals 
the evolving emotions of the consumer society. 
This theory was adopted in this study because 
it recognises that the consumer experience is 
always influenced by historical and subsocial, 
cultural behaviour (Arnould, 2001).

Methodology
The descriptive survey research was uti-

lized in this study. The study was carried out 
in Osun State in Nigeria, which has a popula-
tion of 4.7 million people. The choice of Osun 
state was influenced by the fact that it has the 
presence of prominent tourist attractions such 
as the Osun-Osogbo Sacred Grove, Nike Art 
Gallery Olumirin, Osun festival, Botanical 
Gardens, National Museums and Waterfall. 
The total number of tourists that visits Osun 
state on the average is 121,000 annually (Id-
owu, 2018). A multistage sampling technique 
was employed. The study adopts the smallhold-
er household survey in Nigeria, which is a na-
tionally accepted representative of the Nigerian 
population, the target sample size for this study 
stands at 3,000 respondents (Anderson et al., 
2017). The respondents are individuals above 
18 years of age who have visited the tourist 
places. Using the raosoft sample estimator at 
99 % confidence level and 5 % margin of error, 
the total surveyed sample size is 544. This rep-
resents the total number of customers surveyed. 
A well-structured questionnaire comprising of 
20 measured items for religiosity grouped into 
religious knowledge, religious orientation, re-
ligious commitment and religious affiliation 
was adopted from the study of Abou-Youssef 
et al., (2015) while 24 items measures grouped 
into emotional, behavioural, sensory, social, 
technological and cognitive experience were 

adopted from the study of Pekovich and Rol-
land (2020) were adopted. The questionnaires 
were distributed equally among the three main 
religions (Christianity, Islam and traditional 
religion) respondents. The research instrument 
was self-administered with the aid of trained 
research assistants to the respondents. The 
questionnaire administered was designed in 
a seven Likert scale instrument ranging from 
1 (least agreed) to 7 (most agreed). 425ques-
tionnaires were properly filled and returned 
for analysis. This represented about 78 % and 
was considered sufficient for analysis based on 
the recommendations of Hair et al. (2014). The 
partial least square – structural equation model 
was employed in the analysis of the result.

Reliability and Validity  
of Research Instrument

Face and construct validity were ensured 
in the study. The research instrument was test-
ed by independent evaluators who are expert in 
the field of religion and business administration 
and marketing in establishing the face validity 
of the research instrument. The confirmatory 
factor analysis (CFA) was employed in ensur-
ing the construct validity on each item in the 
research. The test-retest method was applied by 
administering the research instrument twice on 
a selected set of respondents at different times. 
The result of the first and second pilot tests 
was correlated. A Cronbach alpha of α= 0.843, 
0.764, 0.788, 0.762, 0.861, 0.769, 0.855, 0.791, 
0.844 and 0.768 was obtained for religious 
knowledge, religious orientation, religious 
commitment, religious affiliation, emotional, 
behavioural, sensory, social, technological and 
cognitive experience According to (Muhamad 
& Mizerski, 2010, Nysveen, et al., 2013, Oliver, 
1997), these results are highly acceptable. The 
study utilises the partial least squares structur-
al equation model (PLS-SEM) in explaining 
the interactions and strength of path and eval-
uates how best the models fit the data. It makes 
it possible for the estimation of the cause-ef-
fect relationship between the latent variables. 
The confirmatory factor analysis will enhance 
the testing of a’ prior model of the measured 
variables. The SMART PLS 3 statistical tool is 
used in the analysis of data.
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Model Specification
The theory underpinning the model for 

this study is customer culture theory based on 
the study of Abou-Youssef et al., (2015) which 
employed religiosity as a direct antecedent of 
customer behaviour. The model can be ex-
pressed as follows

 
 

CX = emotional, behavioural, sensory, social, 
technological and cognitive experience
where
RN = Religious Knowledge
RO: Religious Orientation
RC = Religious Commitment
RA = Religious Affiliation
CX: Customer Experience

The psychometric properties of the scale 
in Table 1 were assessed employing the Con-
firmatory Factor Analysis (CFA). All variables 
were tested in the model, and items load were 
restricted to the criteria established by Fornell 
and Larcker’s (1981). That is, the ability to mea-
sure the latent variables and internal consisten-
cy of the scale was > 0.5. The results show a 
high sign of average variance and construct 
reliability for all latent variables. The content 
and construct validity were ensured. In achiev-

ing face validity, the researchers ensured that 
the instrument measure what it was intended to 
measure, by adopting the instrument used by 
previous studies while the CFA was utilised to 
ensure construct validity.

Descriptive Analysis
Figure 1 shows the perception of the three 

religions in Nigeria. In terms of emotional ex-
perience, the graph reveals that the Christians 
(80 %) have better emotional experience than 
the other religious sects while the Muslims 
show least expressions during service encoun-
ter in the hospitality sector. In the analysis of 
the sensory experience, the results reveal that 
the traditional (80 %) believes that the envi-
ronment and atmosphere incite excitement, 
aesthetic pleasure, satisfaction, and positive 
intentions in them than the Muslims (78 %) 
and Christians (65 %). This refutes the claim 
of Mathra et al. (2016), who explains that the 
Christians exhibit more sensory experience 
than other religions. 

The behavioural experience also shows 
that the traditional worshippers (82 %) co-pro-
duce, suggest, share new ideas and criticise the 
firms’ product in order to have a better service 
journey than the Muslims (76 %) and the Chris-
tians (72 %). In terms of cognitive experience, 
the Christians (80 %) are more rational, con-
scious and thinking mental capability of the 

Table 1. Psychometric Properties of the Scale 

Measurement Cronbach Alpha α Average Variance Extracted

Religiosity 0.874 0.712
Religious Knowledge 0.843 0.699
Religious Orientation 0.764 0.641
Religious Commitment
Religious Affiliation

0.788
0.762

0. 676
0.631

Customer Experience 0.878 0.781
Emotional 0.861 0.722
Sensory
Behavioural

0.855
0.769

0.739
0.669

Social 
Cognitive

0.791
0.768

0.688
0.684

Technological 0.844 0.756

Source: Author’s Analysis.
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customer to evaluate a firm’s product offering 
at the pre-purchase and purchase stage than the 
Muslims (72 %) and the traditionalists (68 %). 
The graph shows that the traditional worship-
pers (82 %) have better social experience by 
interacting more with the other customers and 
the firm than the Christians (78 %) and the 
Muslims (62 %). This negates the opinion of 
Mathra et al., who explains that the Christians 
exhibit more social experience than other re-
ligions. In the technological experience analy-
sis, the result reveals that the Christians (82 %) 
have better technological experience than the 
other religions. 

Results and discussions
The result from Table 2 reveals that 

there is a positive and significant relationship 
(β = 0.911) between religiosity and customer 
experience. The coefficient of determination 
(R2 = 0.978) reveals that 97.8 % variation in 
customer experience is explained by religios-

ity. The standard error (SE = 0.007) indicates 
that the model is a good fit by revealing how 
religiosity predicts customer experience since 
the value falls between the accepted estimates. 
This also indicates that religiosity is a driver of 
the customer experience. The unstandardised 
coefficient (B = 0.985) shows that for every 
unit increase in religiosity customer experi-
ence increases by 0. 0.985 units. The t-value 
(t-value = 134.688, p = 0.000) establishes that 
religiosity is a significant predictor of customer 
experience. 

Path Analysis Showing the Interaction Between  
the Dimensions of Religiosity  
and Customer Experience

Figure 2 shows the error variance and all 
the freely estimated paths between loyalty pro-
grammes and customer experience. The struc-
tural equation model achieved a goodness fit 
(χ2 = 749.32, df = 156, p = 0.00; GFI = 0.99, 
RMSEA = 0.090, IFI = 0.95, CFI = 0.97). The 

Fig. 1. Religiosity and Customer Experience

Table 2. H1: Religiosity significantly affects customer experience
Customer Experience

Variable B SE β T-Value P-Value
Religiosity 0.985 0.007 0.989 134.668x̀ 0.000

Adj R2

F-Stat

0.978

43.480
(p=0.000)

Collinearity 1.240

Source: Author’s Computation (2020).
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path analysis reveals the effect of religiosity on 
customer experience. The findings reveal that 
religious knowledge (β = 0.946) is the most 
significant observed measure of religiosity af-
fecting customer experience among smallhold-
er households in hospitality. The path analysis 
also reveals that sensory experience (β = 0.838 
is the most significant construct of customer 
experience influenced by religiosity.

Hypothesis 2
Table 3 shows that in analysing the ef-

fect of religiosity on customer experience in 
each type of religion, there is no significant 
difference. The result reveals that religiosi-
ty is not statistically significant in all three 
main types of religions in Nigeria. Christianity 
(Mean-Between Groups = 2.289, Mean-With-

in Groups = 2.289, F-Stat = 1.210, p = 0.306), 
Islam (Mean-Between Groups = 0.968, 
Mean-Within Groups = 1.762, F-Stat = 0.550, 
p = 0.649) and traditionalist (Mean-Between 
Groups = 1.124, Mean-Within Groups = 2.491, 
F-Stat = 0.451, p = 0.717) indicates that there 
is no significant relationship between religi-
osity and customer experience in each of the 
religions. The F-value reveals that shows that 
Christianity (F-Stat = 1.210, p = 0.306), Islam 
(F-Stat = 0.550, p = 0.649) and traditionalist 
(F-Stat = 0.451, p = 0.717) is not a good fit in 
explaining how precisely religiosity affects 
customer experience among the three religions.

Discussion of results
From the descriptive analysis, the results 

indicate that the three main types of religion in 

Fig. 2. The Interaction between Religiosity and Customer Experience.  
Source: Author’s Conceptualisation

Table 3. There is no significant difference among the three religious groups  
as it relates to the customer experience
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Nigeria exhibit customer experience in various 
degrees and dimensions. The study shows cus-
tomer experience happens in various degrees 
among people of different religions and affil-
iations. The findings corroborate the position 
of Mathral et al., (2016) and Esso and Dibb 
(2014) who argue that customers behaviour 
across different religions varies. Hypothesis 
1 shows that religiosity is an important driver 
of customer experience among smallholders’ 
households. It can be inferred that firms should 
look at the religious commitment, knowledge, 
affiliation and orientation of the customers in 
the process of product offering and service de-
livery. The result also indicates that religious 
knowledge and orientation are the most critical 
components of religiosity that affect customer 
experience and that sensory experience and be-
havioural experience are pivotal to religiosity. 
The result of the analysis confirms the argu-
ment by Al Abdulrazak, Gbadamosi (2017) and 
Patel (2012) who are of the view that religiosity 
is a determinant of customer behaviour. While 
existing literature shows more concern about 
the customer behaviour, this study establishes 
that religiosity significantly affects customer 
experience, which is a specific expression of 
customer behaviour. Hypothesis 2 shows that 
while there is a difference in customer expe-
riences among the three main religions in the 
hospitality industry, such difference is not sig-
nificant. The dimension of religious affiliation 
is the least significant measure of religiosity. 
This implies that firms should not be much 
concerned about the affiliation of the custom-
ers; rather, they should be concerned about the 
type of religion the customers belong to. The 
analysis reveals that the opinion of the custom-
ers is based on the type of religion they prac-
tice and not the affiliation they belong to. The 
Christians have a better experience than other 
religions sect. Although the result shows this, 
in the final analysis, it is revealed that there 
is no significant difference in how every reli-
gion feels. The study confirms the opinion of 
Mohkils (2009) and Muhamad, N., Mizerski, 
D., 2010, who establish that there is no signif-
icant difference in the expression of emotions 
among religious sects in their consumption of 
goods and service. 

Practical Implication
The role and significance of religion as 

relating to religious affiliation, commitment, 
orientation and knowledge of the customers 
should not be ignored by firms in the provision 
of goods and services. Firms should strive to 
provide a pre-purchase, during purchase and 
after-sales service experience, which will lead 
to a positive feeling and expression of emotions 
in their customers. This has the capacity to in-
crease patronage, loyalty and make the firm 
achieve competitiveness both in the long and 
in the short run.

Conclusion
The study establishes that religiosity is 

a significant driver of customer experience 
in the hospitality sector. Understanding the 
customers’ religious affiliation, commitment, 
orientation, and knowledge are key to offering 
and providing services which have the capaci-
ty to bring about positive feeling and creating 
an optimal experience in the customers. Firms 
should pay more attention to customers’ reli-
gious orientation and knowledge; this will in-
crease the firms’ potential to tailor their prod-
uct and services towards meeting the specific 
needs of the customers and creating a new and 
exciting experience. The study also concludes 
that in the firm should be more concerned 
about the customer sensory, behavioural and 
cognitive experience since these are the most 
critical measures of the customer experience. 
Based on the findings from this study, it is rec-
ommended that firms should pay attention to 
the religion of the environment in which they 
exist in order to give the customers an exciting 
experience. More attention should be paid to 
the customer religious orientation and knowl-
edge.

Research Limitations
The study was carried out in the hospital-

ity industry alone. There is a need to examine 
the impact of religiosity in other industries in 
order to document the full extent of the influ-
ence of religiosity. Future studies should also 
develop various dimensions which will fully 
capture the religious atmosphere in the specific 
environment.
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Религиозность и качество обслуживания клиентов:  
на примере сферы гостеприимства в Нигерии

П.М. Уоримегбе
Университет Олабиси Онабанджо 
Нигерия, Огун, Аго- Айвой

Аннотация. В существующей литературе представлены спорные мнения о влия-
нии религиозности на качество обслуживания клиентов. В данном исследовании 
рассматривается влияние религиозности на качество обслуживания клиентов, пред-
ставляющих три основные религиозные группы в секторе гостеприимства в Ниге-
рии. Исследование основано на аспектах религиозности, которые включают в себя 
религиозное знание, ориентацию, приверженность и принадлежность. В исследо-
вании приняли участие 544 клиента из отрасли гостеприимства, которые представ-
ляли три основные религии в Нигерии. Для анализа данных применялся PLS-SEM. 
Анализ PLS-SEM показывает, что религиозность (t- значение = 134,668) является 
существенным фактором, определяющим уровень удовлетворенности качеством 
обслуживания клиентов в секторе гостеприимства. Результаты также показывают, 
что между тремя основными этническими группами в Нигерии нет значительных 
различий в восприятии клиентами качества обслуживания. Исследование выяви-
ло, что компаниям необходимо обращать внимание на религиозность, чтобы уро-
вень удовлетворенности клиентов качеством обслуживания был высоким. Больше 
внимания следует уделять религиозной ориентации и знаниям клиентов. Фирмы 
не должны игнорировать роль и значение религии для клиентов при предоставле-
нии товаров и услуг, что приведет к улучшению качества обслуживания.

Ключевые слова: гостеприимство, религиозность, качество обслуживания клиен-
тов, предоставление услуг.

Научная специальность: 08.00.00 —  экономические науки.
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Introduction
The raw material orientation of industry 

and export is one of the main disadvantages of 
the modern economic development of Russia. 
At the same time, it is the raw materials indus-
tries, in combination with the necessary trans-
port, energy and social infrastructure, that cre-
ate favourable opportunities for the formation 
of new centres and points of economic growth 
in a number of regions of the country, primarily 
in Siberia and the Far East.

The features of the potential and growth 
factors of the Siberian and Eastern regions 
determine the choice of a package of strategic 
projects that implement the priorities of their 
economic development. If in the regions of the 
European part of Russia one can count on an 
inflow of private investment in a wide variety 
of industries (directed toward both to the do-
mestic and foreign markets), then in the regions 
of the Asian part of the country the spectrum 
of possible industries is much narrower. These 
include, first of all, the development of natural 
resources.

The most important factor constraining 
the economic development of the resource re-
gions of the country as a whole and the imple-
mentation of existing large-scale investment 
projects in particular is the insufficient level 
of development of transport and energy infra-
structure, as well as the weak integration of ex-
tractive industries into value chains based on 
deep processing of the extracted raw materials.

In many respects, it is for this reason that 
most of the regional points of growth and so-
cio-economic development outlined by the 
constituent entities of the Russian Federation 
have not yet been supported either by the state 
or by business. Federal infrastructure facilities 
that were completed and started by the state 
(together with business) often do not provide 
the declared efficiency.

A fundamental scientific problem is the 
development of approaches to optimizing the 
scheme of interaction of various stakeholders 
(federal, regional, local government bodies and 
private investors) in the implementation of in-
terregional investment projects, taking into ac-
count the balance of interests and risks in the 
long term.

Theoretical framework
Consideration of the problems of spatial 

economic development should be linked with 
such theoretical concepts as the theory of eco-
nomic space organization (Losch, 1959), the 
theory of functions and location of human 
settlement system (central places) (Christaller, 
1933), the theory of spatial diffusion of inno-
vations (Hägerstrand, 1985), the centre-pe-
ripheral paradigm of D. Friedman (Friedman, 
1966), the theory of growth poles by F. Perroux 
(Perroux, 1954); concept of social determina-
tion of market relations by K. Polanyi (Polanyi, 
1944), paradigms of “basic cities” and “market 
rooting” (Engelen et al., 2017; Thompson et al., 
2020). Important in studying the prospects for 
spatial economic development are the work of 
the Soviet economists-geographers N.N. Baran-
sky, N.N. Kolosovsky, M.K. Bandman et al. on 
the theoretical issues of the location of produc-
tion and the creation of territorial production 
complexes (Bandman, 1990; Bandman et al., 
2000); as well as the economists N.N. Nekras-
ov, A.G. Granberg (Granberg, 1985) et al. on 
the methodological issues of regional econom-
ics, the research by the Council for the Study 
of Productive Forces, the Institute of Regional 
Economy Problems of the Russian Academy of 
Sciences, the Institute of Economics of the Ural 
Branch of the Russian Academy of Sciences, 
the Institute of Economics and Industrial En-
gineering of the SB RAS (Resursnye regiony..., 
2017), etc.

In theoretical terms, we should note a cer-
tain disunity of research on the above range of 
issues. The problem of integration and develop-
ment of districts and regions of Siberia on the 
basis of the formation of interregional and in-
terbranch industrial clusters has not been raised 
in the scientific community of the country as a 
big all-Siberian and even all-Russian problem 
in the last decades. Therefore, many valuable 
scientific data and results related to this prob-
lem are still in a scattered and non-systematic 
form, do not add up to a single whole picture, 
explained by a logical and harmonious theory 
and supported by quantitative estimates.

Practical actions undertaken at the level of 
individual districts are not sufficiently system-
ic; as a rule, they solve narrow sectoral prob-
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lems and local regional problems, seldom take 
into account the multiplicative general eco-
nomic and social effect, which manifests itself 
at the level of inter-sectoral and inter-regional 
cooperation.

Problem statement
The Angara-Yenisei macroregion (AYR)1 

is a typical Siberian region of the resource type. 
By now, a certain system of territorial-produc-
tion clusters (TPC) has already partially formed 
here, and its development can be predicted. 
Along with the developed (Central-Kras-
noyarsk, Irkutsk-Cheremkhovsky TPC), this  
system highlights developing, emerging and 
projected (conceptual) territorial clusters, 
mainly specializing in the extraction, produc-
tion and deep processing of fuel and energy, 
mineral raw materials and forest resources 
(Shishatsky, 2014).

The most promising among them are the 
Sayan (Khakass-Minusinsky and Kyzyl-Kur-
aginsky) TPCs located in the southern part of 
the Angara-Yenisei macro region2 (Table 1).

Large infrastructure projects can be the 
integrating basis for the formation of the Sayan 
territorial-production clusters, namely the Ele-
gest-Kyzyl-Kuragino railway (from Kyzyl the 
road can be extended to Western Mongolia 
to Urumchi and further to China – Pakistan, 
India), an increased throughput of the Arty-
shta-Mezhdurechensk- Tayshet section and 
the creation of transport infrastructure for the 
development of coal deposits in Khakassia, 
the transboundary automobile corridor Kras-
noyarsk-Abakan-Kyzyl-Khandagayty-Ulan-
gom-Khovd-Urumchi, the Abakan-Biysk road.

1 The Angara-Yenisei macroregion includes Krasnoyarsk 
Krai, the Irkutsk Region, the Khakasia Republic and the Re-
public of Tuva.
2 The southern regions of the Angara-Yenisei macroregion in-
clude the southern macroregion of Krasnoyarsk Krai (the Mi-
nusinsk urban district and 7 municipal districts – Ermakovsky, 
Idrinsky, Karatuzsky, Krasnoturansky, Kuraginsky, Minusinsky, 
Shushensky), the Republic of Khakassia and the Republic of 
Tuva. The territory of this area is about 305.1 thousand km2 
(1.8 %, 7.0 % and 9.0 % of the area of the territory of the Rus-
sian Federation, Siberian Federal District and the Angara-Yeni-
sei macroregion, respectively), as of 01.01.2020 about 1,091.9 
thousand people lived here (0.7 %, 6.4 % and 17.8 % of the 
population of the Russian Federation, the Siberian Federal Dis-
trict and the Angara-Yenisei macroregion, respectively).

The implementation of these unique inte-
grating projects will increase the transport ac-
cessibility and commercial attractiveness of the 
development of fuel and energy (oil, gas, coal) 
and various mineral resources (copper and 
nickel ores, gold, rare earths, iron ores and oth-
er deposits) located in the zone of influence of 
transport and energy infrastructure (Table 2).

Favourable factors for the formation and 
implementation of a package of large invest-
ment projects of the Sayan TPC are:

– the presence of the largest companies 
in the mineral resources sector in the region, 
which can potentially become leaders in cluster 
formations and determine the long-term strat-
egy of the regional economic system (Norilsk 
Nickel, Rusal, SUEK, etc.);

– the interest of the state in the imple-
mentation of the complex investment project 
“Yenisey Siberia”3;

– the interest of the regions (Krasno-
yarsk Krai, the Republic of Tuva and the Re-
public of Khakassia) in the integration of the 
socio-economic development of their territo-
ries4;

– the creation of an interregional Yenisey 
Siberia Development Corporation5.

The implementation of large-scale invest-
ment projects is characterized by a high share 
of innovation and development costs and high 
investment risks. These circumstances expand 
and complicate the problems of project imple-
mentation and assessment of their effective-
ness.

A scientifically grounded system-
atic approach to assessing the condi-
tions for the implementation of each 
specific project for the formation of T 
PC is required, taking into account the speci-
ficity of natural, economic, social and environ-

3 Order of the Government of the Russian Federation of 
March 29, 2019 # 571-p “On the list of investment projects 
implemented as part of Yenisey Siberia complex investment 
project”.
4 Agreement on cooperation between Krasnoyarsk Krai, the 
Republic of Tuva, the Republic of Khakassia on the imple-
mentation of the Yenisey Siberia project (13.04.2018, Kras-
noyarsk). Available at: http://www.krskstate.ru/dat/bin/docs_
attach/78909_soglaqenie.pdf
5 Official website of the Yenisey Siberia Development Cor-
poration. Available at: https://en.ensib.ru/about/corporation



– 1739 –

Elena A. Bryukhanova, Valery S. Efimov… Research on the Issues of Economic Growth Centres’ Establishment…

Table 1. Brief description of the Sayan TPC of the Angara-Yenisei macroregion

Clusters Development  
level

Core of production 
specialization

Localization  
level Territorial composition

Khakass- 
Minusinsky

Developing Aluminium industry, hy-
dropower, agro-industrial 
complex, coal industry, 
mechanical engineering

Interregional Republic of Khakassia, Krasno-
yarsk Krai (Minusinsk, Minusin-
sky and Shushensky regions)

Kyzyl- 
Kuraginsky 

Forming 
(projected)

Coal industry, polym-
etallic ores, iron ore, 
gold, forest industry

Interregional 
(international)

Republic of Tuva, Krasnoyarsk 
Krai (Kuraginsky, Ermakovsky, 
Krasnoturansky, Karatuzsky, Id-
rinsky Districts), Mongolia, China

Table 2. Projects for the development of mineral deposits located  
in the area of the Sayan TPC

Project Title Geographic location
Project capacity 
of the primary 

production

Investment costs 
(billion roubles), in prices of 2018

Total primary 
production

local infra-
structure

Elegestsky MPP Chedi-Khol kozhuun 
(Republic of Tuva)

15 million tons of 
coal concentrate 60,9 41,9 19,0

Mezhegeysky MPP Tandinsky kozhuun 
(Republic of Tuva)

5.1 million tons of 
coal concentrate 22,7 15,5 7,2

Beysky coal cluster Altai, Beysky 
districts (Republic 
of Khakassia)

17.05 million tons 
of coking coal

71,9 47,5 24,4
Ak-Sugsky MPP Todzhinsky 

kozhuun (Re-
public of Tuva)

456 thousand tons 
of copper-molyb-
denum concentrate 93,4 56,6 36,8

Kuraginsky iron ore cluster
(Terekhovskoe, Tabratskoe, 
Khabalykskoe deposits)

Kuraginsky District 
(Krasnoyarsk Krai)

3445 thousand 
tons of salable iron 
ore concentrate 
(65 % of iron) 61,0 39,5 21,5

Lysansky
MPP

Kuraginsky District 
(Krasnoyarsk Krai)

744 thousand 
tons of titani-
um-magnesium 
concentrate 12,6 6,1 6,5

Artemovsk gold ore cluster Kuraginsky and 
Karatuzsky districts 
(Krasnoyarsk Krai)

4500 kg of gold

8,1 3,2 4,9
Tuva gold ore cluster Kaa-Khem kozhuun 

(Republic of Tuva)
2400 kg of gold

5,7 2,2 3,5
Total 336,3 212,5 123,8
including
Republic of Tuva 182,8 116,2 66,5
Republic of Khakassia 71,9 47,5 24,4
Southern regions of the 
Krasnoyarsk Krai 81,7 48,8 32,9
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mental conditions, as well as the characteris-
tics of the assets of private companies and their 
strategic interests in the world and Russian 
markets.

Methods
One of the significant institutional inno-

vations of the Strategy of Spatial Development 
of the Russian Federation until 20256 was the 
introduction of the category of so-called cen-
tres for prospective economic growth and the 
approval of the principle of priority develop-
ment for individual territories as one of the im-
portant instruments of state policy of regional 
development. The practical implementation of 
this principle allows developing new territories 
as quickly and efficiently as possible, equal-
izing interregional economic disproportions, 
consistently ensuring the interests of the coun-
try’s national and economic security.

However, in practice, any priority is a 
rather contradictory instrument of the state’s 
socio-economic policy. The main problem here 
is that the implementation of this or that form 
of priority may conflict with other tasks of the 
socio-economic development of the country 
and its regions.

Within the framework of the currently 
widespread “project approach”, when the im-
plementation of individual investment projects 
is considered, their possible impact on the so-
cio-economic development of the territory is 
not taken into account. The limitations of this 
approach can be revealed only after a compre-
hensive consideration of the implementation of 
the largest investment projects in a particular 
territory. In addition to the direct impact, it is 
important to consider the effects of the multi-
plicative impact of investment projects on the 
territory, confirming their status as develop-
ment poles in the region. To fulfil the task of 
territorial development, an investment project 
must have a systemic impact on the surround-
ing socio-economic environment, that is, in ad-
dition to financial effects, generate additional 
socio-demographic and infrastructural effects. 

6 Order of the Government of the Russian Federation of Feb-
ruary 13, 2019 # 207-p “On approval of the Strategy for the 
spatial development of the Russian Federation for the period 
up to 2025”.

Figure 1 shows schematically three possible 
scenarios for the implementation of a large 
investment project: 1) spot implementation; 
2) the spread of investments in the periphery; 
3) stimulation of local economic growth.

The implementation of the investment 
project according to the scenario “stimulation 
of local economic growth” not only creates 
additional jobs, but also produces additional 
socio-demographic effects: arrangement of the 
habitat for those employed in the new produc-
tion; stimulates the attraction and / or preser-
vation of the population in a given territory, 
including by changing the settlement system.

As part of the infrastructural impact of the 
project, the infrastructure is being formed or 
improved on the territory, which is used in the 
main production, as well as contributes to the 
development of other types of economic activi-
ty and can perform social functions, improving 
the quality of life in the region.

The general scheme for assessing the sce-
narios of the socio-economic development of 
the macroregion with the inclusion of a model 
block for the development of territorial-pro-
duction clusters and a block for assessing the 
social and environmental consequences of the 
implementation of large investment projects is 
shown in Fig. 2 and 3.

Discussion
At present, the Republic of Tuva and the 

southern group of Krasnoyarsk Krai districts 
belong to depressed territories. The Repub-
lic of Khakassia is characterized by a higher 
(but also insufficient) level of economic devel-
opment – the per capita GRP income is 25 % 
lower than the national average and 10 % lower 
than the average Siberian level (Table 3).

The growth rates of the most important in-
dicators remained very low over the past years 
(2010-2018). The results of development in the 
southern regions of Krasnoyarsk Krai were es-
pecially depressing – depopulation, a decrease 
in the level of income of the population and the 
cessation of economic growth (Table 4).

The analysis of large investment projects 
planned for implementation, which form the 
basis of the formed TPC (Elegestsky MPP, 
Beysky coal cluster, Ak-Sugsky MPP, Kuragin-
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Fig. 1. Scheme of the impact of a large investment project on territorial development according  
to three possible scenarios for the implementation of a large investment project:  

1) spot implementation; 2) the spread of investments in the periphery;  
3) stimulation of local economic growth

Fig. 2. Scheme of a comprehensive assessment of the socio-economic 
and environmental consequences of the implementation of large investment projects
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Fig. 3. Scheme for assessing scenarios of socio-economic development of a macroregion 
with the inclusion of a model block for the development of territorial-production clusters

Table 3. Ratio of per capita GRP in the regions of the Sayan economic centre  
with the average Russian and Siberian indicators (2018)

The national per capita GRP  
in the Russian Federation = 100 %

The Siberian Federal District  
per capita GRP = 100 %

Southern regions of Krasnoyarsk Krai 48,8 % 58,2 %
Republic of Tuva 36,8 % 43,9 %
Republic of Khakassia 75,7 % 90,5 %

sky iron ore cluster, Lysansky MPP, etc.), made 
it possible to assess their impact on the level 
of the socio-economic development of Sayan 
Economic Centre’s territories. The projects 
being implemented have a certain positive im-
pact on the territory – they form a new spatial 
configuration of economic growth, shifting the 
overall economic potential from the centre to 
peripheral areas. After launching the planned 
enterprises, this shift will be expressed mainly 
in an increase in the volume of the gross re-
gional product and revenues of local budgets. 
The impact on the settlement system will be 

less pronounced, since the involvement of shift 
workers in the projects and the mono-profile of 
the accompanying settlements will not contrib-
ute to the creation of new industries in them, 
and, therefore, to the attraction of a significant 
number of the population.

Raw materials orientation of production 
within the framework of projects for the de-
velopment of mineral resources has a limited 
effect on the development of the territory after 
the completion of construction. This effect is 
concentrated mainly in the service industries: 
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Table 4. Main indicators of the socio-economic development  
of the Sayan Economic Centre’s regions in 2018

Indicators Period Southern regions of 
Krasnoyarsk Krai

Republic of 
Khakassia

Republic 
of Tuva Total

Gross regional 
product

million roubles 84000 235311 68774 388085
growth, in % by 2010 101,1 120,5 111,9 114,1

Population (by the 
end of the year)

thousand people 231,8 536,2 324,4 1092,4
growth, in % by 2010 93,9 100,6 105,7 100,5

Population income thousand roubles per 
person per month 14,0 21,6 15,6 18,2

growth, in % by 2010 93,8 110,5 92,7 102,7
Own budget reve-
nues

million roubles 5137,6 30244,8 6944,7 42327,1
growth, in % by 2010 102,4 157,5 121,6 141,4

Note: the authors’ assessment is based on official statistics; the dynamics of cost indicators is given in comparable 
prices.

Table 5. Forecast of the main indicators of the Sayan Economic Centre’s regions’ socio-economic  
development in 2019-2027 (taking into account the implementation of infrastructure  

development projects and mineral resources development projects), growth  
in 2027 compared to the level of 2018 in % (value indicators in comparable prices)

Gross Regional  
Product Population Population 

income
Own budget 

revenues
Option with limited multiplicative distribution of investments in the territory

Southern regions of Krasnoyarsk Krai 119,5 96,2 103,9 119,2
Republic of Khakassia 122,6 101,0 112,7 129,4
Republic of Tuva 130,7 106,4 104,4 130,3
Total 123,3 101,6 109,1 128,3

Option with an additional multiplier effect of the investments’ distribution in the territory
Southern regions of Krasnoyarsk Krai 125,5 100,2 109,2 122,8
Republic of Khakassia 132,3 102,8 115,8 138,7
Republic of Tuva 137,9 107,3 111,6 139,8
Total 131,7 103,6 113,6 137,0

energy, communications, to some extent – in 
transport.

The development of integrating and com-
plementary industries and types of economic 
activity (agro-industrial and forestry complex, 
tourism and recreation, processing of raw ma-
terials, mechanical engineering, services in 
border areas) can significantly improve the in-
dicators of regional development (Table 5).

Conclusion 

1. The assumed formation of new econom-
ic centres in the conditions of compression of 
intensive economic activity contributes to the 
development of territorial structures of the 
Angara-Yenisei macroregion, but this develop-
ment is of an extensive nature. The new centres 
of mining and industrial specialization will de-
pend on the conjuncture of the world raw ma-
terial markets and will not be able to flexibly 
integrate into the existing system of production 
and settlement.
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2. The analysis of the impact of large in-
vestment projects on the socio-economic de-
velopment of the Sayan Economic Centre as 
a supposed growth pole shows their limited 
effect on the diffusion of investments and the 
revitalization of economic activity.

3. A significant impact on the development 
of the social and industrial infrastructure of the 
entire region and the intensification of local 
production activities are exerted by projects for 
the development of agro-industrial production, 
tourism, and services in the border areas. It is 
these projects that should receive government 
support in the formation of promising growth 
centres in the Angara-Yenisei macroregion 
(The Sayan centre).

4. The project approach aimed at creating 
growth points in the mineral and raw materials 
sector should be complemented by measures 
related to the systemic development of infra-

structure, stimulating small and medium-sized 
businesses, and developing all aspects of the 
population’s life support. Many of these mea-
sures lie in the institutional sphere (changes 
in taxation and tax distribution systems, the 
return of a number of environmental manage-
ment powers to the regional level, etc.).

5. It is necessary to change the very sys-
tem of planning economic development: 
the strategy of forming centres of economic 
growth should not be a “patchwork” made of 
large public-private investment projects and 
scattered state investments in point infrastruc-
ture objects. The set of measures of the strategy 
should proceed from a systemic vision of the 
socio-economic situation in spatial terms and 
the expected dynamics of its development. The 
strategy should include the necessary additions 
to the proposed large investment projects, en-
sure the creation of the missing elements of the 

territorial organization, capable of enhancing the positive effects of projects on the territory and 
smoothing out the negative aspects of their implementation.
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Introduction
Poverty is a rather complex phenomenon, 

and therefore to study it we need to look into a 
wide array of indicators, describing the numer-
ous manifestations of poverty. 

At present, the research community has 
reached a consensus that when analyzing pov-
erty it is advisable to resort to not only mone-
tary, but also subjective and deprivation dimen-
sions of poverty. Researchers also point out 
that monetary indicators do not take account 
for such poverty-related issues as deprivation, 
shame and social exclusion (Ravallion, 2016). 
Moreover, the subjectively poor persons may 
not be viewed as poor according to objective 
poverty criteria, and vice versa, those who are 
classified as poor according to monetary cri-
teria, may not actually suffer from subjective 
poverty (Ravallion, Lokshin, 2002).

P. Townsend suggested that poverty could 
be defined based on consumption deprivation 
(Townsend, 2002). He pioneered a relative 
deprivation approach, which covers material 
and social aspects, defining the subjective per-
ception of poverty and how the society sees it 
(Townsend, 1979). At the same time, A. Sen 
defined poverty as deprivation of capabili-
ties allowing to successfully function in the 
society (Sen, 1985). He insisted that poverty 
is a complex, multidimensional phenomenon, 
which needs to be analyzed in its entirety 
(Sen, 1999). 

The United Nations define poverty as “a 
denial of choices and opportunities, a violation 
of human dignity. It means lack of basic capac-
ity to participate effectively in society” (United 
Nations, 1998). Meanwhile, the Council of the 
European Union understands poverty as “per-
sons, families and groups of persons whose 
resources (material, cultural and social) are so 
limited as to exclude them from the minimum 
acceptable way of life in the Member State in 
which they live” (Council of the EU, 1984).

Eurobarometer survey showed that about 
a quarter of EU respondents view poverty as 
a lack of resources to participate in the social 
life, and the same amount believe that pover-
ty means dependency on any kind of social aid 
(European Commission, 2010). However, only 
18 % believe that poor means the people below 

poverty line, and 17 % said that poverty means 
not having enough to cover basic essentials.

In Europe, multidimensional indicator 
AROPE (At risk of poverty or social exclusion) 
is used to evaluate the efficiency of anti-pover-
ty programs. It takes account of such factors as 
monetary poverty, severe material deprivation 
and labor exclusion (Guio et al., 2012) In terms 
of this indicator, severe material deprivation is 
calculated as a share of population that cannot 
afford at least four of the following nine items: 
to pay their rent, mortgage or utility bills; to 
keep their home adequately warm; to face 
unexpected expenses; to eat meat or proteins 
regularly; to go on holiday; a television set; a 
washing machine; a car and a telephone.

The advantage of material deprivation in-
dicators is that they recognize economic griev-
ances, which are overlooked by the monetary 
poverty indicators. Besides, they allow easy 
cross-country comparisons, since they don’t 
require addressing the disparities in prices, 
inflation and purchasing power parity (United 
Nations, 2017).

Subjective poverty perceptions are an im-
portant indicator of poverty too, as they allow 
to take into account what the people in need 
themselves think about poverty, identify the 
risks of poverty and seek mechanisms to re-
duce it. Subjective poverty indicators may help 
identify the weight of different attributes of 
wellbeing and threshold below which people 
judge themselves to be poor (Ravallion, 2012). 
Analyzing subjective perceptions of poverty in 
the population may bring us to understand to 
what extent the objective dimensions of pov-
erty match public opinions on the matter. By 
participating in poverty analysis, low-income 
segments of the population give researchers 
a better understanding of poverty and have a 
chance to influence policymaking (Chambers, 
1997). Subjective poverty may be approached 
from different angles, for example, households 
unable to make ends meet, households with 
a low position on the “poor to rich” scale, or 
households, which have low self-reported in-
come level (Noll, Weick, 2014; European Com-
mission, 2010; Van Praag, 1968). 

This paper intends to analyze econom-
ic conditions, subjective poverty and materi-
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al deprivation among the population of three 
former USSR states: Russia, Armenia and 
Georgia. Despite their shared past, the cur-
rent financial situation in these three countries 
varies significantly. The World Bank classifies 
Armenia, Georgia and Russia as upper-mid-
dle-income countries. But in Russia GDP per 
capita more than double the levels in Armenia 
and Georgia. Therefore, it is not surprising that 
the percentage of the population living on less 
than $5.50 a day at 2011 international prices in 
Russia is significantly lower than in Armenia 
and Georgia (2.3 % compared to 50.4 % and 
42.9 %). At the same time, the level of income 
inequality in the considered countries is high 
and the Gini index in Russia is higher than in 
Armenia and Georgia (Table 1).

At the same time, poverty is viewed as a 
grave problem in all these countries. According 
to sociological surveys (Levada-Center, 2018; 
Caucasus Research Resource Centers, 2017), 
nearly 40 % of respondents in Armenia and 
more than 40 % in Georgia and Russia believe 
that poverty is one of the most urgent and seri-
ous problems faced by their country.

Methods
Source data are the findings of three pop-

ulation surveys, conducted in 2017. The data 
on Armenia and Georgia was retrieved from 
“Caucasus Barometer” 2017, the Caucasus Re-
search Resource Centers (Caucasus Research 
Resource Centers, 2017). The source of the 
Russian data is the Regular National Represen-
tative Survey of the Demographic, Social and 
Economic Behavior of the Population “Person, 
Family, Society” 2017 (Russian Presidential 
Academy…, 2017). “Caucasus Barometer” is 
an annual survey about socio-economic issues 

and political attitudes conducted by the Cauca-
sus Research Resource Centers of Armenia and 
Georgia. The data is representative nationwide. 
The population surveyed is persons aged 18 
and above, excluding the people living in terri-
tories affected by military conflicts (South Os-
setia and Abkhazia). The sample size is 1,648 
respondents in Armenia and 2,379 respondents 
in Georgia. The survey mode is computer-as-
sisted personal interview. The survey data is 
weighted.

“Person, Family, Society” is a representa-
tive survey on Russia’s adult population aged 
18 and above. The survey is designed to study 
family demography, reproductive behavior, 
households’ socioeconomic standing, and the 
quality of public health. Sample size – 9,605 re-
spondents. The survey is implemented through 
computer-assisted telephone interviews. The 
survey data is weighted.

This study analyzed households’ econom-
ic conditions based on self-reported ability to 
buy food, clothes and durable goods, incidence 
of borrowing money to buy food, subjective 
assessment of household’s standing compared 
with other households in the country, availabil-
ity of different sources of income and such es-
sential home appliances as refrigerator, wash-
ing machine and PC. The analysis was focused 
both on the countries overall, and on different 
segments of the population in each country, 
including urban and rural population, persons 
living with children under 18; adults aged 18 to 
64, and the elderly aged 65 and above.

The economic situation of households is 
estimated based on the respondents’ answer 
to the question as follows: “Which of the fol-
lowing statements best describes the cur-
rent economic situation of your household?” 

Table 1. GDP per capita, poverty and inequality in considered countries

Armenia Georgia Russia

GDP per capita (2011 PPP $)1 9,178 10,152 24,791
Human Development Index2 0.760 0.786 0.824
Poverty headcount ratio at $5.50 a day (2011 PPP), % of population3 50.4 42.9 2.3
GINI index3 34.4 36.4 37.5

Sources: 1.-2. – UNDP. Human Development Report, 2019; 3. – World Bank. Poverty and Equity Database; 
Notes: time periods: 1. Armenia, Georgia – 2018, Russia – 2017; 2.-3. – 2018.



– 1749 –

Elena E. Grishina and Elena A. Tsatsura. Subjective Poverty and Material Deprivation in Three Post-Soviet Countries

Among other, the analysis identified the share 
of respondents, whose answer to the question 
above was: “Money is not enough for food” 
and “Money is enough for food only, but not 
for clothes”.

In the case of Armenia and Georgia, in-
cidence of borrowing money to buy food was 
analyzed by means of the following question: 
“In the past 6 months, how often has your 
household borrowed any money to buy food?” 
In Russia, this question was slightly rephrased: 
“Have you borrowed money to buy food or 
bought it on credit in the past 12 months?”

The relative economic standing of house-
hold in Armenia and Georgia is assessed based 
on the respondents’ answer to the question as 
follows: “Let’s imagine there is a 10-step ladder 
reflecting the economic standing of all house-
holds in your country today. The first rung of 
this ladder corresponds to the lowest possible 
economic position in the society, while the 10th 
rung corresponds to the highest possible posi-
tion. On which rung of this ladder do you think 
your household currently stands?” In Russia, 
the relative economic standing of household 
was assessed based on the respondents’ answer 
to the following question: “Let’s imagine there 
is a 9-step ladder, where the poorest people 
take the lowest rung, and the richest are on the 
highest. Which rung would you be on?” The 
answers given on a 10-point scale by respon-
dents in Armenia and Georgia were recoded to 
5-point scales – options 1 and 2 are coded as 1, 
options 3 and 4 as 2 and so on. As for Russian 
respondents, the 9-point scale was recoded to 
5-point scales – option 5 is coded as 3, options 
1 and 2 are coded as 1, options 3 and 4 as 2 and 
so on.

In Armenia and Georgia, household in-
come sources were assessed based on the re-
spondents’ answer to the question as follows: 
“Many households obtain income from several 
sources. I will read out several possible sourc-
es of income and please, tell me whether your 
household had monetary income from each of 
these sources in the last 12 months. Please think 
about the income of all members of your house-
hold”. In Russia, the question was phrased as 
follows: “Please tell me, which sources of in-
come does your household have – paid job, 

subsistence farming, retirement pension, social 
benefits/scholarship, aid from other persons or 
any other source of income? (please tick all that 
apply)”

Among other, the analysis was designed to 
calculate the share of respondents, who report-
ed that their household does not have a working 
fridge (including freezer), automatic washer 
and PC (including a laptop).

The reliability of the relationships between 
the considered variables is checked by the Chi-
square Test and the Mann-Whitney Test. The 
presented results are significant at 5 % signifi-
cance level.

Results
Survey findings indicate that the share of 

extremely poor persons, living in households 
that don’t have enough money even to buy 
food is only 3 % in Russia, compared with over 
20 % in Armenia and Georgia (Table 2). 25 % 
of households in Russia can afford to buy food, 
but not clothes. In Armenia and Georgia, the 
share of such households is higher – over 30 %. 
Overall, almost 30 % of the Russian popula-
tion and over 50 % of the people in Armenia 
and Georgia do not have enough money to buy 
clothes. 

In all the three countries, rural areas have 
a higher share of persons living in a household 
that can afford food, but not clothes (in Rus-
sia, it’s 30 % against 25 %, in Armenia – 41 % 
against 37 %; in Georgia – 35 % against 27 %). 
Meanwhile, in Armenia, urban residents are 
more likely to not have enough money to buy 
food (24 % against 19 %), whereas in Georgia, 
the share of such households is virtually equal 
among urban and rural population (21–22 %). 
It should be noted that in Russia, this figure is 
significantly lower both in the cities and rural 
areas (3–5 %).

Analysis of specific population segments 
reveals that respondents in Armenia and Geor-
gia, who live in a childless household, more 
frequently reported that they did not have 
enough money to buy food than the respon-
dents who live with children under 18 (26 % 
and 26 % against 19 % and 15 %, respectively). 
In Russia, the factor of children did not make 
any difference (3 %). 
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However, in Armenia and Russia, multi-
child households are experiencing more serious 
material deprivation, than households with one 
child. Thus, in these countries, persons living 
in a household with three children and more 
are more likely to report that their household’s 
financial situation allows them to buy food, 
but not clothes, than households with one child 
(39 % against 26 % in Russia; 43 % against 
33 % in Armenia). At the same time, materi-
al deprivation among families with different 
number of children does not vary significantly 
(28–29 %).

In Russia and Georgia, households with 
only one adult aged 18 to 64 are more likely to 
report that they have money to buy food, but 
not for clothes, compared with households with 
several adults (29 % against 24–25 % in Russia; 
34 % against 29 and 24 %). Besides, in Armenia 
and Georgia, one-adult households have a sig-
nificantly higher level of poverty, reporting not 
enough money even to buy food, compared with 
multi-adult households (30 % in Armenia and 
28 % in Georgia against 15–16 %, respectively). 

In all the three countries, people aged 65 
and above are more likely to report that they 
only have enough money to buy food, or even 
that can be a problem. Notably, this is the case 
with slightly over a third of respondents in Rus-
sia living in households fully made of persons 
aged 65+, but in Armenia and Georgia this fig-
ure rises to nearly 90 % and nearly 80 %, re-
spectively (Table 3).

Scarcity of money among the population, 
when people cannot even cover their basic 
needs, i.e. food and clothes, translates into a 
third of respondents and more living in house-
holds, that have borrowed money to buy food 
(Table 4). Rural people are more likely to bor-
row money for food than urban residents. 

In Russia and Armenia, households with 
children under 18 are slightly more likely to 
have to borrow money for food than the popu-
lation in general. Even families in need try not 
to economize on their children’s nutrition. In 
all the three countries, borrowing money for 
food is the highest among the households with 
3+ children (Table 5). 

In Armenia and Georgia, the share of 
households that borrow money for food is the 
same, regardless if the household includes 
persons aged 65+ or not (39 % and 41 % in 
Armenia; 49 % and 50 % in Georgia). How-
ever, in Russia, households with elderly per-
sons are significantly less likely to borrow 
money for food – 25 % against 33 % for all 
households. 

Households’ material deprivation can also 
be described by looking into the lack of differ-
ent kinds of durable household goods.

Thus, in Russia, fewer than 5 % respon-
dents said they don’t have a refrigerator, 5 % 
don’t have a washing machine, and 21 % don’t 
have a PC or laptop (Table 6). Figures are high-
er in Armenia and Georgia: 8 % and 11 % don’t 
have a refrigerator, 21 % and 27 % don’t have 

Table 2. Respondents’ views on economic situation of their household, %

Armenia Georgia Russia

Money is not enough for food 23 22 3
Money is enough for food only, but not for clothes 38 30 26
Money is enough for food and clothes, but not enough for expensive 
durables 30 36 43
We can afford to buy some expensive durables 6 8 22
We can afford to buy anything we need 1 3 4
DK/RA 2 1 1
Total 100 100 100

Source: authors’ calculations based on “Caucasus Barometer” 2017 and “Person, Family, Society” 2017.
Note: DK – hereinafter – don’t know; RA – hereinafter – refuse to answer; HH – hereinafter – households; y/o – here-
inafter – years old
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Table 3. Share of people who evaluated the economic situation of their household as  
“Money is not enough for food” and “Money is not enough for clothes”,  

in households with and without adults of 65+ years old, %

  Money is not enough for food Money is enough  
for food only, but not for clothes

Armenia
HH without adults 65+ 18 38
HH with adults 65+ 30 39
HH consists of adults 65+ 47 41

Georgia
HH without adults 65+ 19 28
HH with adults 65+ 25 34
HH consists of adults 65+ 37 41

Russia
HH without adults 65+ 3 26
HH with adults 65+ 3 28
HH consists of adults 65+ 3 33

Source: authors’ calculations based on “Caucasus Barometer” 2017 and “Person, Family, Society” 2017.

Table 4. Share of people, living in households that borrow money for food, in different areas, %

Armenia Georgia Russia

Total 40 50 33
Urban area 35 47 29
Rural area 52 54 45

Source: authors’ calculations based on “Caucasus Barometer” 2017 and “Person, Family, Society” 2017.

Table 5. Share of people, living in households that borrow money for food, households  
with different number of children, %

Armenia Georgia Russia

HH with kids 0-17 y/o 46 51 39
HH with 1 kid 38 51 36
HH with 2 kids 44 49 41

HH with 3+ kids 67 60 55

Source: authors’ calculations based on “Caucasus Barometer” 2017 and “Person, Family, Society” 2017.

a washing machine, and 41 % and 46 % don’t 
have a PC or laptop. 

In all the studied countries, rural house-
holds are more likely to not have a PC, than 
urban residents. In Armenia and Georgia, at 
least 30 % of rural people don’t have a washing 
machine, compared with less than 20 % among 
urban residents. 

Households without children under 18 are 
more likely to not have a PC, than households 

with minors in it (27 % against 12 % in Rus-
sia; 47 % against 34 % in Armenia; and 59 % 
against 29 % in Georgia). Besides, in Arme-
nia and Georgia households without children 
under 18 are less likely to have a washing 
machine, than households with minors (26 % 
against 16 % in Armenia; 34 % against 17 % 
in Georgia).

Multiple-children families in Russia and 
Armenia are more likely to not have a PC or 
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laptop, than other households with children 
(22 % against 11 % in Russia; and 44 % against 
31-33 % in Armenia). Besides, in Armenia, 
multiple-children households are more likely to 
also not have a washing machine (20 % against 
15 %). However, in Georgia, households with 
different number of children didn’t show sig-
nificant differences when it comes to owing a 
washing machine and a PC.

In all the three countries, households with 
one adult (aged 18 to 64) were more likely to not 
have a PC and a washing machine than house-
holds with multiple adults in the same age.

In Armenia, Georgia and Russia, house-
holds with adults aged 65 and above are more 
likely to not have a PC, than households with-
out any members of this age (32 % against 
18 % in Russia; 49 % against 36 % in Arme-
nia; and 57 % against 37 % in Georgia). In all 
countries, not having a PC is the highest among 
households made of persons aged 65 and above 
(56 % in Russia, 73 % in Armenia, and 89 % 
in Georgia). Besides, in Armenia and Georgia, 
households with members aged 65 and above 
are more likely to not have a washing machine, 

than households that don’t have members of 
this age (25 % against 19 % in Armenia; 32 % 
against 23 % in Georgia).

Speaking of the relative economic situ-
ation of their households, more than 20 % of 
respondents in Russia said it’s “the lowest”, 
whereas in Armenia and Georgia the share of 
such respondents was approximately half as 
high – about 10 % (Table 7). Thus, although 
the level of material deprivation of households 
in Russia is significantly lower than Armenia 
and Georgia, the level of relative subjective 
poverty is significantly higher. This can be due 
to a substantial inequality in Russia and high 
awareness of inequality in the population.

Analyzing the share of respondents who 
evaluate their household’s economic situation 
the lowest across different population catego-
ries, it can be observed that in rural areas of 
Russia and Armenia it is higher than in the cit-
ies (27 % against 20 % in Russia; 13 % against 
8 % in Armenia). However, Georgia does not 
show significant differences in the level of rel-
ative subjective poverty between rural and ur-
ban residents (11–13 %). 

Table 6. Share of people who reported that their household doesn’t have refrigerator,  
automatic washing machine or personal computer, %

No refrigerator No washing machine No personal computer

Armenia 8 21 41
Georgia 11 27 46
Russia 1 5 21

Source: authors’ calculations based on “Caucasus Barometer” 2017 and “Person, Family, Society” 2017.

Table 7. Respondents’ views on relative economic standing of their household, %

Armenia Georgia Russia

Lowest 10 12 22
2 29 31 45
3 45 45 21
4 12 10 9

Highest 1 1 1
DK/RA 3 1 2

Total 100 100 100

Source: authors’ calculations based on “Caucasus Barometer” 2017 and “Person, Family, Society” 2017.
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Households with three children and more 
from Russia and Armenia are more likely to 
say that their economic situation is the worst 
possible, compared with households with fewer 
children (24 % against 17–18 % in Russia; 17 % 
against 7–9 % in Armenia). However, Georgia 
does not show significant differences in the lev-
el of relative subjective poverty between house-
holds with different number of children. 

At the same time, in all the three countries 
the level of relative subjective poverty of house-
holds with just one adult aged 18 to 64 is higher 
compared with households with two and more 
adults of the same age (27 % against 18–19 % 
in Russia, 17 % against 7–10 % in Georgia; fi-
nally, in Armenia, the gap is the lowest – 12 % 
against 10 % for households with 2 adults and 
6 % for households with 3 adults). 

The level of relative subjective poverty 
among households, consisting of persons aged 
65 and above, is significantly higher compared 
with households with no members of that age 
(33 % against 19 % in Russia, 17 % against 9 % 
in Armenia; and 20 % against 12 % in Geor-
gia).

Differences in households’ economic con-
ditions in the reviewed countries may be ex-
plained by their income composition. Thus, 
nearly 80 % of the respondents in Russia 
mentioned employment income as one of the 
sources of income for their household, whereas 
the share of such respondents in Armenia and 
Georgia as of 2017 was significantly lower, at 
about 50 % (Table 8). Therefore, employment 
plays a more substantial part as an income 
source for households in Russia, compared 
with Armenia and Georgia.

By contrast, in Armenia and Georgia, the 
share of respondents, who named farming as a 

source of their household’s income was twice 
as high, and the share of those, who take mon-
ey from their relatives, was more than thrice 
as high as in Russia. Besides, Armenia and 
Georgia have a higher share of households that 
name pensions and social benefits as an income 
source.

In all the reviewed countries, rural house-
holds are more likely to have income from 
farming and less likely to have employment 
income than their urban counterparts. In Rus-
sia and Georgia, rural households are more 
likely to have such source of income as pen-
sions and social benefits, than city households: 
58 % against 64 % and 50 % against 56 %, re-
spectively. In Armenia and Georgia, the share 
of city households that receive financial aid 
from their relatives is higher than among rural 
households (36 % and 35 % against 31 % and 
28 %, respectively).

In all the reviewed countries, households 
with three children and more are more likely to 
name pensions and social benefits and farming 
as a source of income compared with house-
holds with fewer children (Table 9). 

In Armenia and Georgia, households with 
three children and more are a little less like-
ly to have employment income compared with 
households with fewer children, whereas in 
Russia, households with different number of 
children did not report significant differences 
as to the availability of employment income. 

In all the reviewed countries, households 
with two and more persons aged 18 to 64 are 
more likely to have employment income and 
less likely to receive pensions and social ben-
efits (Table 10). 

Besides, in Armenia and Georgia, such 
households are more likely to have farming in-

Table 8. Share of people, who reported salaries, pensions, benefits, sales of agricultural products  
or money from relatives as the sources of household income, %

Salaries Pensions or benefits Sales of agricultural  
products

Money  
from relatives

Armenia 50 60 22 35
Georgia 49 59 24 32
Russia 78 52 10 3

Source: authors’ calculations based on “Caucasus Barometer” 2017 and “Person, Family, Society” 2017.
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Table 9. Share of people who reported salaries, pensions, benefits, sales of agricultural products  
or money from relatives as the sources of household income,  

in households with different number of children, %

Salaries Pensions or 
benefits

Sales of agricultural  
products

Money  
from relatives

Armenia
1 kid 66 43 21 28
2 kids 61 57 29 30

3+ kids 51 71 36 32

Georgia
1 kid 64 51 21 31
2 kids 61 51 28 28

3+ kids 56 61 35 26

Russia
1 kid 92 39 9 5
2 kids 92 38 9 5

3+ kids 88 60 16 7

Source: authors’ calculations based on “Caucasus Barometer” 2017 and “Person, Family, Society” 2017.

Table 10. Share of people who reported salaries, pensions, benefits, sales of agricultural products  
or money from relatives as the sources of household income,  

in households with different number of adults, %

Salaries Pensions or 
benefits

Sales of agricultural  
products

Money  
from relatives

Armenia
1 adult 18-64 y/o 36 61 12 52
2 adults 18-64 y/o 56 53 22 28

3+ adults 18-64 y/o 70 50 32 26

Georgia
1 adult 18-64 y/o 36 62 18 44
2 adults 18-64 y/o 59 48 26 29

3+ adults 18-64 y/o 66 50 31 23

Russia
1 adult 18-64 y/o 63 56 9 5
2 adults 18-64 y/o 86 42 10 3

3+ adults 18-64 y/o 91 52 13 2

Source: authors’ calculations based on “Caucasus Barometer” 2017 and “Person, Family, Society” 2017.

come and less likely to take money from their 
relatives. 

In Russia, same as in Georgia and Ar-
menia, the share of receivers of pensions and 
social benefits is significantly higher and the 
share of salary-receivers is lower among house-
holds made of persons aged 65 and above, com-
pared with households that don’t have third-age 
members (Table 11). Thus, in Russia and Geor-
gia only 14 % and 12 % households, which con-
sist of persons aged 65 and above, reported em-
ployment income, while in Armenia this figure 
was even lower – 4 %. 

Besides, in Armenia and Georgia house-
holds consisting of persons aged 65 and above 
were more likely to receive financial aid from 
their relatives, than households which don’t 
have third-age members.

Discussion and conclusion
Our study shows that the level of material 

deprivation is lower in Russia compared with 
Armenia and Georgia. The percentage of the 
population living on less than $5.50 a day at 
2011 international prices in Russia is signifi-
cantly lower than in Armenia and Georgia.
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Although the demographic profile of the 
population with the highest deprivation is 
similar across the three countries, there are 
also certain differences. Thus, Russia presents 
higher risks of material deprivation for rural 
households and those having multiple children. 
In Armenia, material deprivation is the highest 
in households with no children under 18 and 
multiple-children households. In Georgia, the 
most vulnerable groups are rural households 
and households with no children under 18. Be-
sides, households with persons of 65 and above 
showed a high level of material deprivation in 
all the reviewed countries. Higher risks of pov-
erty for the rural population, pensioners and 
families with many children in former Soviet 
republics noted in several studies (Food and 
Agriculture Organization of the United Na-
tions, 2007; Simai, 2006; Mikhalev, 2000). A 
relatively high level of poverty remains in re-
mote areas due to structural and institutional 
problems (Simai, 2006). 

Where the population does not have 
enough money to cover such essentials as food 
and clothes, as a result, in the countries stud-
ied about half of the respondents belonged to 
households that borrow money to buy food. 
Rural people are more likely to borrow money 
for food than their city counterparts. In Rus-
sia and Armenia, money borrowers are likely 
to be families with children, especially multi-
ple-children households. 

The availability of durable goods, such as 
washing machine and PC, also varies across 
the countries studied. Thus, in Russia only 

5 % of the respondents said they didn’t have 
a washing machine, compared with more than 
20 % in Georgia and Armenia. A little more 
than 20 % of Russian respondents don’t have 
a PC, while in Armenia and Georgia this fig-
ure is over 40 %. In all three countries, the 
population groups likely not to have a PC are: 
rural households, households with no children 
under 18; and especially households consisting 
of persons 65+ and households with only one 
adult member aged 18–64. Besides, in Russia 
and Armenia, families with three and more 
children are more likely not to have a PC, com-
pared with families with fewer kids. As men-
tioned in the Human Development Report, ICT 
penetration among the public in the counties 
of the Commonwealth of Independent States 
is not very high (United Nations Development 
Programme [UNDP], 2011). This restricts ac-
cess to knowledge, information and participa-
tion in economic, political and social life. The 
low-income population often cannot afford a 
computer or internet and suffers from depriva-
tion and limited asses to some public services.

Differences in households’ economic con-
ditions in the reviewed countries may be ex-
plained by their income composition. Thus, 
employment plays a more substantial part as an 
income source for households in Russia, com-
pared with Armenia and Georgia. At the same 
time, households in Armenia and Georgia are 
more dependent on farming, financial aid from 
their relatives and social pensions and benefits. 
The large share of the population working in 
informal jobs and insecure labour conditions 

Table 11. Share of people who reported salaries, pensions, benefits, sales of agricultural products  
or money from relatives as the sources of household income,  

in households with and without adults aged 65+, %

Salaries Pensions  
or benefits

Sales of agricultural  
products

Money  
from relatives

Armenia
HH without adults 65+ 59 35 23 35

HH consists of adults 65+ 4 98 5 46

Georgia
HH without adults 65+ 56 31 24 33

HH consists of adults 65+ 12 97 12 39

Russia
HH without adults 65+ 85 40 10 4

HH consists of adults 65+ 14 100 13 4

Source: authors’ calculations based on “Caucasus Barometer” 2017 and “Person, Family, Society” 2017.
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has also led to higher social exclusion out-
comes (UNDP, 2011). Although subsistence 
agriculture is an important survival strategy 
for people in rural areas and improves the ma-
terial situation of rural families, it cannot fully 
mitigate their deprivations (UNDP, 2011).

Although the level of material deprivation 
in Russia is significantly lower compared with 
Armenia and Georgia, the level of relative sub-
jective poverty in Russia is notably higher. 

Karabchuk and Salnikova (Karabchuk, 
Salnikova, 2016) also found that in the coun-
tries of Central Asia the level of subjective sat-
isfaction with the financial situation is higher 
than in Russia but the level of objective wellbe-
ing is lower. This can be explained by the fact 
that self-evaluation is formed in comparison 
with the position of the reference group (Dan-
zer et al., 2014). Inequality in Russia is higher 
and the population compares their financial sit-
uation with high-income groups. 

Data from the Human Development Re-
port shows that the high inequality level in 
Russia led more than one third of the popu-
lation strongly support the statement that in-
comes should be made more equal (Table 12). 
The negative attitude to inequality is signifi-
cantly higher in Russia than in Armenia and 
Georgia. Income inequality in post-commu-

nist countries has increased after the transition 
from a centrally planned to a market economy 
(Rose, Viju, 2014). As Ravallion (Ravallion, 
1997) mentioned, high inequality can reduce 
economic growth and limit the effect of eco-
nomic growth on poverty reduction.

The higher level of relative subjective pov-
erty in Russia may also point at the risks of so-
cial instability and insufficient social mobility. 
The lack of upward social mobility in Russia 
is mentioned by Shkaratan and Iastrebov (Sh-
karatan, Iastrebov, 2012).

The share of expenditures on health, ed-
ucation and social assistance in Russia is rel-
atively low (Table 12). Only one-third of Rus-
sians is satisfied with health care quality and 
half of the Russian citizens is satisfied with 
education quality. The share of people feeling 
safe and satisfied with their freedom to choose 
in Russia is lower than in Armenia and Geor-
gia. In addition, less than half the population 
in Russia trusts in the national government. In 
comparison, in Armenia this share is more than 
60 %.

Weak governance and law enforcement 
foster social exclusion. People have low levels 
of trust in institutions and think that the state 
is not fully discharging its responsibilities. 

Golinowska et al. (Golinowska et al., 2009) 

Table 12. Characteristics of considered countries

Armenia Georgia Russia

Education expenditure, % GDP1 2.8 3.8 3.8
Health expenditure, % GDP2 9.9 8.4 5.3
Social assistance expenditure, % GDP3 1.4 7.0 1.9
Education quality, % satisfied1 52 51 50
Health care quality, % satisfied1 35 51 34
Incomes should be made more equal, % strongly support4 16 6 34

Feeling safe, % answering 
‘’yes’’1

Female 83 76 48
Male 96 83 69

Freedom of choice, % answer-
ing ‘’yes’’1

Female 78 71 68
Male 81 76 68

Trust in national government, % answering ‘’yes’’1 67 30 46

Sources: 1.-2. – UNDP. Human Development Report 2019; 3. – World Bank. ASPIRE indicators at a glance; 4. – World 
Values Survey Wave 6.
Notes: time periods: 1. – the most recent year available during 2013-2018; 2. – 2016; 3. Armenia – 2014; Georgia – 
2013; Russia – 2015; 4. Armenia and Russia – 2011; Georgia – 2014
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pointed out that many postcommunist coun-
tries suffer from similar problems as weakness 
of non-governmental organizations; relatively 
low social security benefits; high corruption; 
high level of deprivation and social exclusion 
of population. The high level of social exclusion 
could create aggravated social tensions and un-
rest (UNDP, 2011).

This indicates the need for new govern-
ment policies in Russia that would focus on 
social development and reduction of social 

inequality and exclusion. Development of ef-
fective protection policies, greater spending 
on health and education, ensuring access to 
services, enhancement of voluntary sector and 
community participation in local projects will 
contribute to social inclusion.
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Субъективная бедность и материальная депривация  
в трех постсоветских странах

Е.Е. Гришина, Е.А. Цацура
Российская академия народного хозяйства и государственной службы  
при Президенте Российской Федерации 
Российская Федерация, Москва

Аннотация. В статье рассматриваются различные аспекты бедности в трех постсо-
ветских странах: России, Армении и Грузии. Исследуется материальное положение 
домохозяйств, показатели субъективной и деривационной бедности. Источником 
данных послужили обследования населения, проведенные в указанных странах 
в 2017 г. В результате исследования был выявлен существенный уровень матери-
альных деприваций населения в рассматриваемых странах. Наиболее уязвимыми 
являются сельские жители, лица в возрасте 65+, а также семьи с тремя и более 
детьми. В Армении и Грузии домохозяйства в большей степени зависят от дохо-
дов от личного подсобного хозяйства и помощи родственников. Несмотря на то 
что уровень материальной депривации в России существенно ниже, чем в Армении 
и Грузии, уровень относительной субъективной бедности в России существенно 
выше, что может быть обусловлено повышенным уровнем неравенства в России 
и может свидетельствовать о рисках социальной нестабильности. Это указывает 
на необходимость принятия в России дополнительных мер государственной поли-
тики, направленных на социальное развитие, сокращение неравенства и социаль-
ной исключенности.

Ключевые слова: Россия, Армения, Грузия, финансовое положение, домохозяй-
ства, материальная депривация, субъективная бедность, благосостояние.
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Introduction
The modern architecture of money cir-

culation system and money per se led to the 
birth of the modern Homo sapiens and the or-
ganisation of human labour at the advanced 
intellectual level. Economic and social sci-
entists proved that the development of pro-
duction relations and money freed humans 
from agriculture, allowed them to carry out a 
variety of activities that are not directly con-
nected with the industrial and agricultural 
production. It also let them produce services 
such as education or health care, compose 
music, write poetry, create other pieces of art 
and carry out scientific research (Vayanos, 
Woolley, 2013).

This happened due to a simple reason 
that money is goods that satisfy all needs 
of an economic subject, therefore thanks to 
the division of labour and specialisation they 
may get money in exchange for poems, sym-
phonies or lessons and in exchange for the 
money received they may get all the neces-
sary goods so that they do not have to do ag-
riculture to provide victuals for themselves. 
The victuals will be produced for them by 
other economic subjects who have the corre-
sponding capacity, competence, and compet-
itive advantage for that. In the end, the tech-
nological change and industrial revolution 
reorganised the relations between manufac-
tured goods and money (Rousseau, Wachtel, 
2011).

The modern market is dominated by 
the financial services whose value does not 
match the expenses committed to deliver 
them. The impressive growth of the world 
finance and financial technology gave birth 
to international transaction currencies that 
make it possible to account for all trade deals 
in real time and in the virtual environment. 
Money are completely torn away from the 
real economy and came out of control of 
the law of the market. COVID-19 and social 
distancing have created a new dimension 
of money relations which may in the future 
lead to complete elimination of physical cur-
rency from the monetary system and pub-
lic use meaning total digitization of money  
supply.

Theoretical background: The physical basis  
of a shared digital transactions currency  
of the BRICS

The production process underwent very 
dramatic changes over the last hundred years. 
Namely, in the 19th – 20th centuries to make 
profit, an entrepreneur used to buy labour and 
means of production. They used to produce fin-
ished goods that distinguished from the initial-
ly purchased one by the amount of the value 
added that later transformed into profit in the 
marketplace, after the finished goods were sold 
there. Now, K. Marx’s formula of capital repro-
duction has acquired a very simplified look, 
namely, today money just produces grown 
money (Ostry, 2012).

Entrepreneurs have now freed themselves 
not only of the necessity to employ labour and 
means of production. They have also got rid of 
the obligation to pay wages and salary, accu-
mulate amortisation funds, etc. This resulted 
in the individualisation and virtualisation of 
the process of capital accumulation. This also 
changed the way money is supplied, created 
and circulated. Money became one of the most 
important instruments of economic integration 
and collective (or inclusive) development of 
country groupings (Obstfeld, 2011).

Money has evolved all the time over the 
centuries. Money used to be gold, silver, cop-
per, and paper. Now, it is electronic. There are 
talks about introducing digital money. In the 
20th century money circulation still used to be 
a nationwide problem. Today, when integration 
groupings have grown in number, the prob-
lem of money circulation is becoming a goal 
of multilateral negotiations, multilateral eco-
nomic and foreign trade policies that require 
the harmonisation of legislation in the sphere 
of finance, credit and money circulation (Mile-
si-Ferretti, Tille, 2011).

Statement of the problem
The BRICS is a group of countries distant 

in terms of mostly everything: territory, cul-
ture, industry, language, society, etc. However, 
there exists something that has kept this multi-
lateral forum together for almost two decades. 
It is clear that no real integration is possible in 
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the BRICS. What is possible, though, is the cre-
ation of a digital payment system bypassing the 
US dollar. The BRICS may make use of the na-
tional currencies to trade in goods and services 
and introduce a digital transactions currency 
that can be circulated to make the intermedia-
tion simpler (Lane, Milesi-Ferretti, 2011).

In the contemporary world economy, there 
are only a very limited number of currencies 
which are used collectively by countries as na-
tional money. Most countries in the world pre-
fer the US dollar to take part in the international 
exchange of goods and services and accumula-
tion of foreign exchange reserves (Beetsma et 
al., 2016). By the same token, they maintain 
sovereignty and keep integrity of their own na-
tional monetary systems as well as they want to 
be independent in their macroeconomic policy 
(Gourinchas, Obstfeld, 2012). National money 
determines the ability of regulators to collect 
taxes, commit budget expenses, control interest 
rates and inflation, etc. At the same time, to a 
certain extent, currencies, such as the euro, the 
Swiss franc, the British pound and the Japanese 
yen, as well as the currencies of other advanced 
industrial countries, may be used for the same 
purposes, although they are proportionately of 
a smaller use (Dorrucci, McKay, 2011).

Domestically, collective or shared curren-
cies can also be used, especially within inte-
gration agreements. The collective or shared 
currency becomes a common currency which 
replaces the national currency (Cohen, 2012). 
However, as some economists reckon, such a 
currency may still remain an extra-territory 
means of transactions, i.e. it is the currency 
which is accepted in the intraregional currency 
circulation only and is backed by no guaranty 
on part of any of the national central banks (De 
Haas, Horen, 2011).

At the regional level there are other exam-
ples of using collective currencies, including 
rare ones such as the West African franc and 
Central African franc, as well the common cur-
rency of Brazil and Venezuela, however, they 
have only a very limited use and basically exist 
only on paper (Kasekende, Brixova, Ndikuma-
na, 2010).

At the same time there are examples of 
currencies that have become means of interna-

tional settlements for a group of neighboring 
countries with close economic, political and 
cultural ties to the country of the core. They 
circulate parallel to the nation-bound curren-
cies such as the South African rand in Botswa-
na and the Indian rupee in Bhutan and Nepal 
(Kadayan, 2014).

The ruble of Russia can be considered an 
intraregional means of cross-border money 
transfers and a means of payment to pay for the 
goods and services that move across the bor-
ders of the CIS countries. However, the ruble 
is not widely used even in the EAEU and not 
accumulated as a reserve asset by the member 
states (Johnson, 2013).

The analysis of the collective currencies 
may help conclude that they can be used only 
as interregional means of exchange and trans-
actions, and the only currency which has be-
come national for a big group of countries is 
the euro so far. For many countries of the world 
the euro is a reserve currency which is widely 
used in foreign exchange transactions, market 
speculations, hedging operations and currency 
arbitrage, as well as a means of international 
liquidity, cross-border money transfers, and a 
currency of denominating international bonds, 
Eurobonds and other debt securities with high 
credit ratings and a high level of credibility 
(Boddin, Stähler, 2018).

The scientific hypothesis about the cre-
ation of a digital transactions currency for the 
BRICS is relevant and realistic only if it is un-
derstood as a means of exchange and cross-bor-
der means of transactions in goods and services 
and, perhaps, financial capital.

Methods
The research makes use of the graph meth-

od to demonstrate the dynamics of the curren-
cies. To construct the dynamics, four currency 
price quotations are used for all five currencies 
of the BRICS at open, close, minimum and 
maximum prices.

The results of this paper are based on the 
hypothesis that if the BRICS had introduced a 
shared digital currency in 2020, for example, 
the exchange rate of that currency relative to 
the world’s leading currencies such as the US 
dollar or the euro would have been described 
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by the function built on average currency quo-
tations. Since it is impossible to account for all 
the impact factors, to meet the goals of this pa-
per, it is worth to display the function of the 
BRICS currency as dependent upon the factors 
which are naturally and objectively present in 
the national monetary systems.

Discussion
The variety of forms of virtual money  
as a digital currency for the BRICS

Various money types can be proposed 
as a physical carrier of a digital currency for 
the BRICS, including a cryptocurrency, quasi 
money, virtual money and conventional money 
of a central bank. There is a certain liking in 
the process of creating cryptocurrencies and 
other quasi money. What they have in common 
is that they are both virtual. They have no cen-
tral authority responsible for their issue and cir-
culation (Reinhart, Rogoff, 2011).

The verification of the scientific hypothe-
sis about the BRICS shared digital currency in 
the research paper has revealed two most im-
portant macroeconomic indicators which char-
acterise the potential shared money market of 
the BRICS, which is the common (or shared) 
key interest rate and the quantity of money in 

the BRICS digital currency required for the in-
ternational use.

The key interest rate should be set up as 
a result of supply and demand interaction of 
the shared BRICS digital currency based on 
the liberal model of price formation. The rate 
which is going to be set in the end according to 
the principles of the free market economy can 
be called the shared or collective transactions 
rate.

The liberal model of price-formation was 
first constructed for the world commodity mar-
ket to quote world prices for crude oil, natural 
gas, grain and many other commodities. The 
underlying research paper proposes this model 
as a means of finding a shared key interest rate 
as the price of the digital currency. The conve-
nience of this model is that it implies no con-
straints for cross-border movement of goods 
and services, money, or financial capital flows.

Figure 1 displays foreign exchange rate dy-
namics of the BRICS digital currency relative 
to the US dollar. Figure 1 shows the exchange 
rate dynamics of the BRICS digital currency 
relative to the US dollar during 2019. It can be 
seen that the BRICS digital currency strength-
ened against the US dollar in 2019, which is 
explained by the fact that the currencies of the 

Fig. 1. Daily composite dynamics of the BRICS digital currency against the US dollar.  
Source: compiled by the author based on Finanz.ru.  

Available at: https:www.finanz.ru/valyuty (Accessed: 30.08.2020)
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BRICS steadily gained strength against the US 
dollar in the course of the year.

The Brazilian real, the Russian ruble and 
the South African rand were closest to the dy-
namics shown, based on the conditions on the 
world markets for oil, gas, grain, soya beans, 
gold and other minerals. The Indian rupee and 
the Chinese yuan did most of the strengthen-
ing against the dollar of all the BRICS cur-
rencies in 2019 (Patil, Kulkarni, 2011). The 
Chinese yuan, which exchange rate changes 
very slowly in accordance with the gener-
al gradualist policy by the government (Yu, 
2014), started strengthening sharply against 
the US dollar since the second half of 2019. 
The pace of that strengthening outperformed 
the growth pattern of the yuan in the first half 
of 2019.

Overall, the above factors and drivers of 
the market conditions of the BRICS currencies 
can be collectively neutralised by drawing the 
moving average on the hypothetical dynam-
ics of the new collective (shared) transactions 
currency. They also involve the corresponding 
changes in the direction the dynamics took in 
2020 due to the spread of COVID-19.

Results
The practical significance of the curve 

constructed is that it helps to understand the 
workings of the potential BRICS’ currency 
market. It could also help to work out a strat-
egy for foreign-exchange-market players who 
might make use of it as the instrument to take 
financial decisions to trade in derivatives and 
in different segments of the world financial 
market.

Thus, since the emerging countries, in-
cluding the BRICS, usually accumulate assets 
in hard currencies, then the given dynamics 
could be helpful in terms of making up an op-
timal investment portfolio in the home coun-
try, even without the common or shared money 
market of the BRICS, common or shared cur-
rency, common (consensual) monetary policy 
and common or shared central bank.

For example, according to Fig. 1, the most 
favourable periods of buying US dollars and, 
hence, storing them fell on the months of 2019 
when the exchange rate of the new currency to 

the dollar was close to 1:1, namely January – 
February, late June – early July and mid-No-
vember. At the macroeconomic policy level of 
the BRICS, their governments could make use 
of a similar analysis and make more contribu-
tions to the foreign exchange reserves for emer-
gency situations, especially in Brazil, Russia 
and South Africa.

Apart from that, the above time peri-
ods can be signals for the central banks of 
the countries in question to pursue a specific 
monetary policy in the short run, i.e. the cen-
tral bank of any BRICS country could ade-
quately respond to an increase or decrease in 
the exchange rate of the national currency in 
anticipation of a change in the dynamics of 
the common (shared) transaction currency of 
the BRICS. At the same time, the consensual 
policy of the BRICS’ central banks for a po-
tential monetary cooperation should be aimed 
at stabilising and flattening sharp fluctuations 
of the new currency.

The new shared transactions currency of 
the BRICS can both bring benefits and costs 
once it is launched. There is an evidence for 
it from the analysis of the export and import 
operations of the BRICS depending on the 
exchange rates of the local currencies and the 
BRICS currency against the US dollar. The 
purpose of this analysis is to find economic 
gains which could be achieved as a result of 
the new currency’s introduction to the foreign 
trade deals of the BRICS. The result is the val-
ue of the BRICS exports and imports expressed 
in the local currencies, the BRICS currency 
and the US dollar shown in Table 1.

The analysis shown in Table 1 is based on 
the assumption that the BRICS currency had 
been hypothetically used as a new collective 
currency to cover their export and import op-
erations. The values of the exports and imports 
when the currency had first been introduced 
must have been both expressed in the BRICS 
currency and in US dollars, since the exchange 
rate of the new BRICS currency to the US 
dollar had been accepted as 1:1 in the model. 
According to the analysis, at the year’s end of 
the BRICS currency’s hypothetical circulation, 
there must have been a decrease in the foreign 
exchange receipts in the new currency in Brazil 
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Table 1. The effectiveness of the BRICS’ exports and imports in the new transactions currency, 2019

Indicator

The ex-
change rate 
of the local 
currency to 

the US dollar

The exchange 
rate of the lo-
cal currency 
to the new 
currency of 
the BRICS

Exports, 
local 

currency, 
billion

Imports, 
local 

currency, 
billion

Exports, 
the new 
BRICS 

currency, 
billion

Imports, 
the new 
BRICS 

currency, 
billion

Exports, 
billion 

US 
dollars

Imports, 
billion 

US 
dollars

Brazil
year start 3.2555 3.2555 782.1 756.1 240.2 232.3 240.2 232.3
year end 3.3123 3.5370 824.4 757.8 233.1 214.3 248.9 228.8

Russia
year start 61.6005 61.6005 22124.3 17685.8 359.2 287.1 359.2 287.1
year end 57.6783 61.5909 23966.1 19041.1 389.1 309.2 415.5 330.1

India
year start 67.9550 67.9550 27286.4 30449.2 401.5 448.1 401.5 448.1
year end 63.8705 68.2032 29117.0 31330.8 426.9 459.4 455.9 490.5

China
year start 6.9448 6.9448 14869.4 12468.6 2141.1 1795.4 2141.1 1795.4
year end 6.9441 6.9441 14584.7 12943.5 2100.3 1863.9 2242.8 1990.4

South Africa
year start 13.7366 13.7366 1315.1 1308.7 95.7 95.3 95.7 95.3
year end 12.3775 13.2171 1385.0 1321.4 104.8 100.0 111.9 106.8

BRICS
year start 1.0000 1.0000 66377.2 62668.5 3237.7 2858.1 3237.7 2858.1
year end 0.9365 1.0000 69877.2 65394.7 3254.2 2946.7 3474.9 3146.6

Source: composed by the author based on the data from the IMF’s Principle Global Indicators. Available at: http:www.
principalglobalindicators.org/regular.aspx?key=60942002 (Accessed: 30.08.2020).

and China. The losses of Brazil stood at 7 bil-
lion dollars. Those of China were about 40 bil-
lion dollars. However, if both countries contin-
ued transacting in the US dollars, their foreign 
exchange receipts would have increased by 
more than 8 billion dollars and 100 billion dol-
lars, respectively.

Russia, India and South Africa would have 
gained from transacting in the new BRICS cur-
rency about 65 billion dollars both in exports 
and imports operations. However, if India and 
Russia had continued to deal in the US dol-
lars, they would have gained almost 55 billion 
dollars each. South Africa’s gain would have 
amounted to about 20 billion dollars. The good 
news about the transactions’ results shown in 
Table 1 is that at one point the exchange rates 
given date back to the early and late 2019, i.e. 

the period within which there could have been 
both positive and negative effects from foreign 
exchange rate fluctuations.

On the other hand, despite a general trend 
for the currencies of the BRICS to get stron-
ger during 2019 on average, foreign exchange 
receipts could have also grown and amounted 
to 16 billion dollars expressed in the new cur-
rency and 240 billion real US dollars. Turning 
to the analysis of import transactions in the 
BRICS currency, it is worth mentioning that 
only Brazil might have gained from them, thus 
benefitting domestic consumers as well as do-
mestic manufacturers which depend on the 
raw materials’ delivery from abroad. It might 
have happened because the more expensive 
the BRICS currency would have been to the 
US dollar, the more capital goods and raw ma-
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terials a BRICS country might have actually 
bought from abroad.

Thus, the economic gain for Brazilian con-
sumers and manufacturers would have amount-
ed up to about 15 billion dollars expressed in the 
BRICS currency and only 4 billion real US dol-
lars in equivalent terms. In the rest of the cases 
there would have been increases in the cost of 
imports both expressed in the new currency 
and real US dollars. If Russia had transacted in 
the BRICS currency, its consumers would have 
overspent on imports over 22 billion dollars ex-
pressed in the BRICS currency and 43 billion 
real US dollars. For the same purpose, Indian 
consumers would have overspent over 10 bil-
lion and 40 billion dollars, respectively, Chi-
nese ones – almost 70 billion and 200 billion 
dollars, and South African ones – 5 billion and 
10 billion dollars, respectively. Table 1 shows 
that consumers would have to pay more in US 
dollars than in the new currency of the BRICS. 
It means that from this point of view, taking 
into consideration opportunity costs involved 
in foreign exchange transactions, the effect 
from the introduction of the new currency is 
quite justifiable.

The major results and outcomes of this 
paper go down to estimating the effect of a 
difference between transactions in the BRICS 
currency and those in the US dollars to cover 
both the imports and exports. To this end, the 
theory of purchasing power parity should be 
used in the following interpretation. Since the 
foreign exchange rate of the BRICS currency 
against the US dollar had indeed distinguished 
from the exchange rate of each of the local cur-
rencies of the individual countries versus the 
US dollar, it must be identified how profitable 
and convenient it would have been to introduce 
the BRICS currency for all the member states 
when there had been changes in the scale of 
prices in the economy.

The theory of purchasing power parity 
says that a currency’s depreciation (or devalua-
tion) improves the competitiveness of a product 
exported from the country of that currency’s 
origin. It means that if Russia had accepted 
the new common currency of the BRICS, the 
purchasing power parity of the initial consum-
er basket valued in the US dollars would have 

changed by a certain percentage. The consum-
er basket valued in the US dollars would thus 
become more expensive, and the goods ex-
ported from Russia could have lost their com-
petitive advantage on the world market. Since 
Russia is one of the leaders in world raw ma-
terials’ exports, such a change in the scale of 
prices might have caused a negative response 
from the countries importing those goods. In 
turn, foreign-exchange-rate risk and curren-
cy volatility might have also increased on the 
world foreign exchange market. Hence, there 
is a need to find a solution to a problem with 
reassessing the value of assets expressed in the 
local currencies, although the introduction of 
the new BRICS currency might have had no se-
rious effects on the world equity market, since 
the overwhelming majority of foreign assets in 
the world are valued in the US dollars. 

Conclusion
Based on the research carried out in this 

paper, the following deliverables can be iden-
tified:

1. There are very specific factors behind 
changes in the foreign exchange rates of the 
BRICS’ local currencies. The changes in the 
dynamics make up the basis to construct the 
curve of the shared digital transactions curren-
cy for the BRICS.

2. Money went through a number of stages 
in its evolution. It has continually transformed 
in terms of the forms of value on each of the 
stages. It went from being physical to digi-
tal. Monetary regulation has remained mostly 
centralised. Decentralisation of money issue 
happened in time of revolutions, civil wars, 
anarchy, transition governments, etc. It meant 
decline not only in economy, but also in civili-
sation and culture. The destruction of the mon-
ey circulation at the level of the world economy 
and world market may result in a number of ca-
tastrophes for the human civilisation. It means 
there is a need for a very cautious approach 
in dealing with newly emerging currencies, 
including collective ones and the currencies 
based on virtual platforms.

3. The system of money circulation in to-
day’s world economy is not perfect. However, 
it continually improves and, most importantly, 
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in the world today there is no more effectively 
working alternative but for the world monetary 
system based on the US dollar.

4. The international division of labour, the 
internationalisation of capital, production and 
labour exist only if there is highly developed 
money circulation. The modern architecture of 
money circulation and money itself gave birth 
to a human being of today and the organisa-
tion of human labour on a highly intellectual 
level. The development of trade and money 
freed humans of agriculture, let them carry out 
specific activities which are not directly linked 
with manufacturing only, work in the services 
sector, compose music, write fine literature, 
create fine arts and architecture. This happened 
because money is goods that satisfy all needs 
of a human being. Technological change and 
industrial revolution are impossible without 
real money dealings, whereas virtual money, 
cryptocurrencies and other quasi money do not 
have a real basis and cannot provide the devel-
opment of social relations, civilisation, the di-
vision and specialisation of labour.

5. The international economic integration 
cannot go on the basis of the virtual monetary 
environment constituted by cryptocurrencies. 
It can only be done with focus on a conven-
tional approach to money creation. If there is a 
possibility for the digital transactions currency 
of the BRICS to emerge, it is necessary to take 
into consideration the negative experience of 
the euro area, namely, the euro area was creat-
ed without much attention to the correlation of 
foreign exchange rates dynamics. The curren-

cies of the member countries of the Euro area 
had fluctuated independently of each other. 
They had different face values and were issued 
by countries with very diverse standards of liv-
ing. The initial union of twelve countries of the 
EU as a monetary union was mostly motivated 
by the political will of the hard-core countries. 
Hence, the incentive to create a shared digital 
transactions currency for the BRICS may also 
come from the economically and industrially 
strongest country of the group which is China.

6. Since changing foreign exchange rates 
leads to increasing/decreasing the competitive-
ness of the exports from the country of issue, 
this means that if Russia accepts the shared 
digital transactions currency of the BRICS, the 
parity of the initial consumer baskets in dollar 
terms is also going to change. The basket mea-
sured in dollar terms will thus become more or 
less expensive, and Russian exports may lose 
or gain price competitive edge. Since Russia is 
one of the leading exporters of minerals to the 
world market, such change in the scale of pric-
es will cause a certain reaction on part of the 
countries importing the goods. In turn, there is 
a possibility of increasing currency risk on the 
international monetary market and increasing 
volatility of the national currencies. Russia will 
also have to deal with the problem of re-esti-
mating the assets expressed in rubles. Howev-
er, since the overwhelming majority of assets 
in the world are expressed in the US dollars, the 
introduction of the shared digital transactions 
currency of the BRICS will hardly influence 
the world equity market.
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Цифровая трансакционная валюта стран БРИКС
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Аннотация. Статья посвящена вопросам обращения цифровой валюты как обще-
мировой проблемы. Тема имеет теоретическую и практическую значимость, по-
скольку стабильность цен, экономический рост, развитие, рыночное равновесие 
очень зависят от качества обращения цифровых валют в случае их широкого рас-
пространения. Цифровизация валюты и валютных отношений приобрела особую 
актуальность в связи с эпидемией коронавируса, что заставило центральные бан-
ки многих стран мира искать подходы к организации бесконтактного платежно- 
расчетного обмена. Исследование установило значимость наиболее важных ма-
кроэкономических категорий, которые характеризуют обращение гипотетической 
цифровой валюты стран БРИКС, а именно коллективная процентная ставка и коли-
чество цифровых денег в обращении для международного использования. Обмен-
ный курс цифровой валюты БРИКС, в случае ее появления, будет в существенной 
мере зависеть от размера процентной ставки гипотетического кредитора послед-
ней инстанции. Эта проблема крайне важна, поскольку в международном обмене 
необходимы пропорции конвертации цифровой валюты в валюты разных стран 
мира. Теоретическая значимость результатов статьи заключается в разработке ос-
нов модели обменного курса цифровой валюты. Практическая значимость состоит 
в том, что статья содержит рекомендации для участников международного валют-
ного рынка и органов кредитно- денежного регулирования ведущих развивающихся 
стран в условиях функционирования цифровых валют.

Ключевые слова: страны БРИКС, цифровая трансакционная валюта, платежная 
система, количество цифровых денег, покупательная способность цифровой валю-
ты, цифровизация, криптовалюта, финансовая инновация.

Статья подготовлена по результатам исследований, выполненных за счет бюджет-
ных средств по государственному заданию Финуниверситета.
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Abstract. The article discusses the challenges of the COVID-19 pandemic response that 
has engulfed most countries, highlights and analyses the response strategies adopted by 
governments. Using the example of the United States, Russia, Great Britain, Spain, Italy, 
Germany, Japan and China, the authors have analysed the adopted restrictive regimes, 
models of enforcement to comply with them, schemes and tools to support the economy.
According to open sources, the authors estimated the duration and severity of the restrictive 
regimes for economic and social activity, the severity of punishments for violations of 
restrictive regimes, the scale of assistance to the population and business, and compliance 
with restrictive regimes. The article pays a special attention to identifying the role of 
“soft” factors, such as trust and national culture, in the implementation of the pandemic 
response policy. The authors used the index of ethnic fractionalization to characterize the 
homogeneity of society.
The article confirms that more collectivist, long-term and less masculine cultures tend to 
strictly comply with restrictive regimes, but the penalties imposed in countries with such 
a cultural code have been more severe. The analysis showed that in countries with a more 
individualized and masculine culture, large packages of support for the population and 
business were allocated with a moderate severity of punishment for non-compliance with 
restrictions. In these countries, the tension and discontent of the population, which had 
accumulated during the period of the restrictive regimes, became more pronounced. The 
results obtained give grounds to assert that “soft” factors play an important role in shaping 
the policy of responding to the threat of a pandemic; the strategies chosen by countries 
in an explicit or implicit form reflect national, cultural and institutional characteristics.

Keywords: pandemic, support measures, restrictive regime, trust, cultural differences.
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Introduction
The COVID-19 pandemic in a short time 

has spread to almost all countries of the world, 
destroying human life and health, social inter-
actions and economic activity in a wide range 
of economic sectors. The world situation is de-
scribed in terms of “uncontrollable uncertain-
ty” and “uncontrollable shock”, when it is un-
known what events are possible, how they will 
develop and how they can be influenced (EC, 
2020; World Bank, 2020).

Most of the countries affected by the 
pandemic have taken extraordinary measures 
to stop the spread of the infection and reduce 
the severity of the disease for those who catch 
the virus. This implies a sharp increase in the 
burden on the health care system, a rapid cre-
ation of new hospitals, the provision of medical 
materials and equipment, the attraction of ad-
ditional medical personnel, and much more. In 
order to limit and slow down the spread of the 
virus, for which there is still no specific cure, 
a sharp reduction in contacts between people 
in general and potential sources of infection in 
particular is required.

The scale of economic consequences de-
pends on many different conditions and fac-
tors, among which the most significant ones are 
the time of penetration and the rate of spread of 
the pandemic, the existing structure of the na-
tional economy, the organization and capabili-
ties of the health care system, the severity and 
duration of the restrictive regime for economic 
activity, the duration and magnitude of the re-
duction in demand and supply of goods and ser-
vices. The social consequences of the current 
situation (health of the population, unemploy-
ment rate, increase in poverty) are inextricably 
linked with economic ones. The governments 
of all countries use various combinations of the 
severity of restrictions, enforcement of compli-
ance with them, as well as schemes and tools 
to support the population and business (Liberal 

Mission..., 2020; Zhulin, 2020). Public policy 
measures can have a significant impact on the 
depth and duration of an economy’s decline, as 
well as its recovery. In different countries, the 
spread and consequences of the disease occur 
in different ways, and the priorities and forms 
of support for business and the population are 
differentiated.

The pandemic response policies imple-
mented by states are complex, that is, associ-
ated with the multiplicity and contradictions of 
goals and tools that change over a short peri-
od of time. The reaction of the population and 
business to the proposed restrictive regimes 
and support measures is ambiguous; we as-
sume that it is associated, among other things, 
with “soft” factors accumulated in society, 
such as trust and national culture.

The purpose of our work is to highlight the 
role of “soft” factors in the implementation of 
the pandemic response policy using a compara-
tive analysis of the experience of countries with 
different cultures and institutions. We have an-
alysed eight countries that have been hit hard 
by the pandemic: the United States, Russia, the 
United Kingdom, Spain, Italy, Germany, Ja-
pan, and China.

The policy analysis was based on open 
source data and published operational sta-
tistics as of May 2020, when the countries of 
the group had already experienced a period of 
the most stringent isolation measures and pro-
duction shutdowns and moved to relax the re-
strictive regime (IMF, 2020; COVID-19, 2020; 
Hale, Angrist et al., 2020; Hale, Webster et al., 
2020).

We believe that the effect of the policy de-
pends on the scale and direction of restrictions 
and support, as well as on the readiness and 
ability of businesses and the public to comply 
with the requirements in an emergency situa-
tion and comply with the restrictive regime.
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The pandemic response:  
restrictions, punishments, support

The World Health Organization classi-
fied the COVID-19 outbreak as a pandemic 
on March 11, 2020. About 60% of the dis-
ease control action taken by most govern-
ments took place within three weeks from 
8 to 27 March (Hale, Webster et al., 2020). 
Perhaps it was the announcement of a pan-
demic that prompted some countries to take 
restrictive measures to a greater extent than 
the development of a pandemic in a single  
country.

In conditions of “uncontrollable uncer-
tainty”, governments are forced to make quick 
decisions, the consequences of which are diffi-
cult to estimate, to balance between different 
priorities and goals: preserving life and health 

and maintaining economic well-being. The 
pandemic response measures include restric-
tive measures, measures to support the popu-
lation and businesses, and measures to enforce 
to comply with restrictions. General pandemic 
response measures include restrictions on eco-
nomic activities and social contacts: shutting 
down businesses and organizations that pro-
vide personalized services, closing schools and 
universities, restrictions on movement within 
countries and closing borders, bans on mass 
events, contact tracing, and other measures to 
contain the spread of the pandemic, as well as 
mobilization of the national health care system, 
investment in hospitals, production of med-

icines and protective equipment (Roser et al., 
2020).

Areas of state support cover the health 
care system and medical institutions, provision 
of vulnerable segments of the population, assis-
tance to affected industries and enterprises, as 
well as maintaining the stability of the financial 
system. In particular, in most countries, certain 
categories of enterprises are offered subsidies 
to save jobs, grants, soft loans, tax deferrals 
(Anderson et al., 2020). However, countries 
differ significantly in the scale and form of 
measures taken by governments, as well as in 
the speed of adoption and implementation of 
decisions taken.

Table 1 presents a summary of the scale 
of restrictions, the magnitude and direction of 
support measures.

The duration of the strict restrictions is the 
number of days from the moment the restrictive 
regime is announced (quarantine, emergency, 
“stay at home”, and other forms) until the first 
relaxation of the regime. The duration of the 
restrictions, even without considering the eco-
nomic consequences, has a strong influence on 
people’s behaviour. Studies of past epidemics 
(Blendon et al., 2006) show that people in isola-
tion generally face psychological problems that 
increase over time.

The severity of the restrictions was esti-
mated using the Stringency index1, which is 

1 The index ranges from 1 to 100 and aggregates nine indi-
cators (school and university closures, business closures, bans 

Table 1. Restrictions and economic measures to support the population

Country Duration of strict 
restrictions, days

Severity of 
restrictions,%

Amount of sup-
port,% of GDP

Reimbursement 
of lost income

Delays in settle-
ment of obligations

Italy 69 93,5 5,7 Less than 50% Limited set
Japan 72 47,2 21,1 Less than 50% Broad set
Russia 62 85 3 – Broad set

Great Britain 51 75,9 15 More than 50% Broad set
USA 77 74,5 13 More than 50% Limited set
China 65 81,9 3,8 Less than 50% –

Germany 42 73,5 10,4 More than 50% Broad set
Spain 77 85,4 7,3 More than 50% Broad set
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maintained in the monitoring mode by a group 
of researchers at Oxford University (Hale, 
Webster et al., 2020).

The amount of support reflects the en-
tire amount of support, excluding government 
guarantees, in relation to the country’s GDP in 
2019 as of May 1, 2020 (Duffin, 2020).

The indicators of the level of support of the 
population were considered in accordance with 
the approach of the Oxford researchers, who 
propose to combine them in two directions. The 
first reflects direct payments to those who have 
lost their jobs or are unable to get one due to the 
introduction of a restrictive regime. Such pay-
ments may not be used at all, may be less than 
or more than 50% of the lost wages. The second 
concerns the introduction of deferred payments 
for obligations, and can be limited (deferral for 
one type of contract) or broad (cover consumer 
loans, mortgages, tuition fees, utility bills, etc.) 
(Hale, Webster et al., 2020).

Table 1 reflects the situation on May 1, 
2020; by this time large-scale support pro-
grams had been deployed everywhere and al-
most all countries began to gradually reduce 
the severity of restrictions.

The overall level of restrictions was the 
highest in Italy, Russia, Spain and China; the 
lowest level of restrictions was announced in 
Japan; the restrictions in Great Britain, USA 
and Germany were stronger than in Japan, but 
weaker than in the first group of countries.

Punishments for violations of the restric-
tions included fines, the possibility of impris-
onment, and even the death penalty (in China). 
In terms of the severity of punishments for vio-
lations, China leads; the largest monetary fines 
are announced in the United States, followed 
by Spain, Italy and Russia in terms of the se-
verity of punishments; the smallest sanctions 
for violations are applied in Germany and Great 
Britain; Japan has no penalties for citizens for 
violating the recommendations on restrictions.

Governments have used various combina-
tions of tools to reflect strategies for respond-
ing to the pandemic crisis. We have highlight-

on public events, restrictions on the number of participants, 
termination of public transport’s operation, self-isolation, 
restrictions on internal movement, restrictions on external 
movements, and support for information campaigns).

ed several options reflecting different response 
strategies:

1. Reimbursement of a small part of losses, 
combined with a delay in fulfilling obligations 
under a narrow range of financial contracts. 
This is the least costly response strategy, which 
has been implemented in Italy. Note that this 
country is one of the three countries in our 
sample with the smallest total amount of sup-
port (in relation to GDP) to the population and 
economy, which found itself under the most se-
vere restrictions in Europe, where quarantine 
spread throughout the country.

2. Reimbursement of a small portion of 
losses and deferral of a wide range of financial 
contracts. This is how the Japanese government 
acted, where the amount of support (in relation 
to GDP) was the highest against the background 
of a low level of restrictions and the absence of 
enforcement to comply with them. The Japa-
nese Constitution does not provide for the pos-
sibility of restricting the freedom of citizens, 
so the government used exclusively methods 
of persuasion and requests to limit activity and 
reduce walks, public events, travel.

3. Reimbursement of a significant part 
of losses, combined with a temporary release 
from obligations under a narrow range of fi-
nancial contracts, which was carried out in the 
United States. The country is among the three 
leaders in our sample in terms of support (rel-
ative to GDP). O. Blanchard and co-authors 
also note differences in the direction of support 
between European countries and the United 
States (Blanchard et al., 2020). In European 
countries, support schemes are more flexible, 
they protect workers more and maintain the ex-
isting balance of interests between companies 
and workers. In the United States, the support 
scheme is more complex and less focused on 
protecting workers (for example, laid-off work-
ers may lose access to health insurance), which 
does not help to maintain a balance of interests 
between the employer and workers.

4. Reimbursement of a significant part of 
losses in the freezing of obligations under a 
wide range of financial contracts. This is how 
the governments of Great Britain, Germany 
and Spain acted, but in Germany and Great 
Britain, unlike in Spain, the duration of strict 
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restrictions was minimal, and the amount of 
support was significant. In addition, in Great 
Britain, the main method was to convince the 
population of the need for restrictions, which 
resulted in significantly fewer punished viola-
tors of restrictions.

5. China used such forms of compensa-
tion for lost income as unemployment benefits, 
disability benefits, but the scale of support was 
less than in other countries. By the beginning 
of May, China had already loosened restric-
tions, and loosened the severity of restrictions 
at the peak of morbidity, but the punishment for 
their violation was called “draconian”. Direct 
payments in China were minimal, as support 
for the people relied heavily on the social secu-
rity system.

6. In Russia, the powers to impose restric-
tions, and later to reduce them, were trans-
ferred to the level of the constituent entities of 
the Federation; fines are provided for violations 
of the self-isolation regime, infecting other 
people, as well as for fakes about the corona-
virus. Direct payments to the population (those 
who have lost their jobs, families with children, 
self-employed, etc.) started in May and are not 
reflected in the data (Hale, Webster et al., 2020). 
The support system was deployed gradually, 
new measures and tools were added within the 
framework of three packages, with a gradual 
increase in direct payments to the population. 
Directions included support to healthcare or-
ganizations – purchase of medical equipment, 
medicines, construction of hospitals; medical 
and pharmaceutical industries; small business-
es in the most affected industries, as well as 
backbone enterprises; population – families 
with children, the unemployed, the self-em-
ployed; regional budgets, etc. Forms of support 
at the first stages were aimed at facilitating 
access for companies to loans and guarantees, 
reducing business costs (taxes, payments on 
loans and borrowings, insurance payments, 
rent, etc.); reducing the financial burden of bor-
rowers, and later the government added direct 
payments to workers in affected industries and 
families with children.

The perception of government actions in 
the pandemic response and the willingness of 
people to support them depend on many con-

ditions, among which the characteristics of the 
national culture and the institutional context 
play an important role.

National culture and compliance  
with restrictions

Restriction of personal freedom and forced 
isolation is one of the difficult challenges for 
people, which can be accompanied by depres-
sion, frustration, aggression and other psycho-
logical and physiological disorders (Brooks et 
al., 2020; Lu et al., 2020). Of course, objective 
economic factors such as a decrease in income, 
unemployment and an increase in poverty, im-
pose the main background, but the peculiarities 
of culture and institutions form expectations 
and a reaction to these expectations, which ac-
cumulates and increases over time.

Perception, “acceptance” and compliance 
with restrictions as a new way of life is associ-
ated with many factors, including prompt infor-
mation about the situation and measures taken, 
support and punishment for violating the re-
strictive regime, etc. The information received 
is perceived and evaluated through the prism 
of trust in the government, and behavioural 
reactions depend (among other things) on the 
peculiarities of the national culture.

National culture is a complex phenomenon 
to analyse and interpret, there are many studies 
that prove that people’s views and beliefs play a 
key role in the economic development of coun-
tries and regions (see, for example, a review 
in (Kosarev et al., 2019), the creation and the 
spread of democratic institutions and systems 
of social governance (Inglehart et al., 2014).

We used G. Hofstede’s scheme, which 
identifies six characteristics of culture (Hof-
stede, 2020), which are rated in points from 
1 to 100: individualism – collectivism, power 
distance, masculinity – femininity, avoidance 
of uncertainty, orientation towards the future, 
indulgence – restraint.

Generalization of the characteristics of 
culture at the level of the country seems to be 
more reasonable in the case when the people 
inhabiting it are close in their ethnic, linguistic, 
cultural and other characteristics. Can we talk 
with some degree of confidence about the na-
tional culture of the country as a whole? If a so-
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ciety is homogeneous, and its members speak 
the same language, belong to one ethnic group 
and one confession, then this is a more homo-
geneous society with a lower level of diversity. 
In this case, we can assume similar reactions 
of people to different life circumstances and 
similar patterns of behaviour. We included the 
index of ethnic fractionalization (Drazanova, 
2019), which ranges from 0 (the country has a 
homogeneous population) to 1 (many different 
ethnic groups – factions). Among the countries 
under consideration, the level of population 
diversity varies greatly: from an almost homo-
geneous population of Japan to high levels of 
heterogeneity of the population of Spain and 
the United States.

We assume that countries with a higher 
level of heterogeneity of population and, ac-
cordingly, culture, in a pandemic, face great-
er risks of resistance to restrictions than more 
homogeneous societies. This assumption was 
confirmed by data from surveys of the popula-
tion of 4 countries, carried out by scientists at 
Harvard in 2006, in the context of the spread of 
SARS (Blendon et al., 2006).

The level of trust is perhaps the most im-
portant indicator of social capital that affects 
economic and social well-being. A high lev-
el of trust in society contributes to economic 

growth, increasing confidence in the future, 
reducing regulatory and transaction costs of in-
teractions between economic agents. The level 
of confidence is differentiated across countries 
and is fairly stable over time, which allows it 
to be used more confidently for estimates and 
forecasts than many other “soft” indicators. 
Most estimates of the level of trust in society 
are based on surveys, among which the Edel-
man Trust Index is the most commonly used 
(Edelman, 2020). The index provides insight 
into four types of trust: trust in government, 
trust in the media, trust in people, and trust in 
business. The estimates of the level of trust pre-
sented in the World Values Survey (Inglehart 
et al., 2014) are no less valuable, but so far the 
estimates end in 2014.

To estimate the level of compliance with 
the restrictions, we used the results of a study 
by the consulting company Ipsos (Bricker, 
2020), based on a survey of 28 thousand peo-
ple in the 15 largest countries, conducted on the 
2-4 April 2020, which record what proportion 
of the country’s population complies with the 
regime of restrictions and self-isolation.

Table 2 presents estimates of the main cul-
tural and institutional characteristics that, ac-
cording to our assumptions, have an impact on 
the severity of restrictions and on the compli-

Table 2. “Soft” factors and indicators of the restrictive regime

Country

Culture parameters Institutional 
parameters Restrictions

Individ-
ualism

Power 
distance

Mascu-
linity

Avoid-
ance of 
uncer-
tainty 

Orien-
tation 

towards 
the 

future

Indul-
gence

Frac-
tionali-
zation

Trust Severity Com-
pliance

Ger-
many 67 35 66 65 83 40 0,189 40 73,5 67

Japan 46 54 95 92 88 42 0,019 39 47,2 15
Russia 39 93 36 95 81 20 0,376 34 85 85
Italy 76 50 70 75 61 30 0,11 43 93,5 77
Spain 51 57 42 86 48 44 0,669 26 85,4 95
Great 

Britain 89 35 66 35 51 69 0,399 42 75,9 78

USA 91 40 62 46 26 68 0,527 40 74,5 84
China 20 80 66 30 87 24 0,19 86 81,9 79
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ance with these restrictions by the population 
and business.

The “strength” of the impact of restric-
tions depends not only on their magnitude 
and severity, but also on the duration – the 
longer the isolation regime lasts, the harder it 
is for people. In Italy, Spain and the United 
States, the length and severity of the restric-
tions were greatest. In Great Britain, Germa-
ny and Japan, the situation was different – 
the duration and severity of the restrictions 
were to a certain extent stopped. “Fatigue” 
from restrictions, a feeling of imprisonment, 
a change in the usual way of life against the 
background of job loss and a decrease in in-
come, of course, have a negative impact on a 
person. It can be assumed that this situation 
is most painful for people whose culture is 
dominated by the values   of individualism and 
independent decision-making, who are forced 
to submit to decisions made regardless of their 
will and consent.

In fact, the restriction regime was devel-
oped without an explicit cultural orientation, 
first of all, it took into account the scale and 
speed of the spread of the disease.

According to the similarity of cultural 
characteristics, our sample distinguishes four 
groups of countries.

The most pronounced parameters are a 
low power distance and a high level of individ-
ualism in the United States and Great Britain, 
which are generally close in the cultural code.

A smoother picture is in Italy, where the 
level of individualism is also high, although 
slightly lower, and power distance is higher 
than in English-speaking countries, while in 
Germany, the level of individualism is slightly 
lower than in Italy, and power distance is as low 
as in Great Britain.

In Spain and Japan, the power distance 
is higher than in the previous groups, and the 
level of individualism is lower, which can be 
interpreted as a higher willingness to accept 
decisions from “above” and a willingness to 
follow collective interests.

The highest power distance is in Russia 
and China, where the traditions of collectivism 
and the lowest level of individualism are also 
strong. Collective values   are perceived as more 

important than personal, personal interests and 
freedoms are more flexible and are not an ab-
solute priority.

If we compare the characteristics of power 
distance and trust in government, we can clear-
ly distinguish several countries in the sample 
with a relatively low level of power distance 
and low trust in government. These are Germa-
ny, Great Britain, which, as shown above, have 
adopted the most ambitious response strate-
gies, and the United States.

Let us emphasize that the parameters of 
culture are interrelated, so that the estimates 
of one separate parameter need to be exam-
ined more closely, though they are attractive 
as a methodological method. We estimated 
the correlation of “soft” factors included in 
our analysis (see the correlation matrix in the 
Appendix).

Note the high correlation between indi-
vidual dimensions of culture: individualism – 
collectivism with power distance (negative 
correlation), future orientation (negative) and 
indulgence (positive correlation); in turn, a 
high power distance and short-term future 
orientation demonstrate a strong negative rela-
tionship with indulgence in society.

Compliance with restrictions on social and 
economic activities is fundamental in the pan-
demic response. This indicator demonstrates a 
strong positive relationship with the severity of 
restrictions, which we interpret as an adequate 
response to epidemiological conditions and the 
spread of coronavirus, and this relationship can 
be regarded as the success of the restriction 
policy.

The strong negative relationship with 
the level of masculinity of the culture is also 
well interpreted – in more feminine countries, 
compliance with restrictions is supported by 
a strong motive of caring for other people, re-
sponsibility to vulnerable groups.

The strong positive relationship with the 
level of fractionalization turned out to be un-
expected, and is explained by the small size 
of the group and the presence of Japan – an 
almost homogeneous country in terms of eth-
nic composition, in which restrictions were 
much softer and there was no enforcement 
to comply with them. If we evaluate the cor-
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relation excluding Japan, then the relationship 
between compliance with restrictions and 
ethnic diversity becomes negative and weak. 
Compliance with restrictions is negatively as-
sociated (medium relationship strength) with 
future orientation, that is, greater willingness 
to accept the unknown future contributes to 
less compliance with restrictions. And even if 
Japan is excluded this time too, the situation 
will not change.

Thus, representatives of feminine societ-
ies with a long-term orientation, that is, more 
adaptive to changing external conditions, com-
ply with the restrictions on personal freedom 
and economic activity more willingly than oth-
ers.

Governments of countries with a high lev-
el of individualism, low power distances and 
relatively low levels of trust have implement-
ed the most advanced and large-scale support 
strategies, that is, in other words, practice con-
firms the importance of focusing on material 
incentives for these types of cultures.

The reduction of restrictive measures and 
the recovery of economic activity contribute to 
normalizing the situation; in general, the mea-
sures taken by governments to protect vulner-
able firms and workers during the pandemic 
have largely achieved their goals.

Conclusions
The performed analysis has demonstrated 

the existence of various options for the com-
bination of the magnitude and direction of 
government support and compliance with the 
restrictive regime, which can be interpreted us-
ing “soft” factors.

Our initial assumption that more collec-
tivist, long-term, and less masculine cultures 
tend to strictly comply with the proposed rules 
has been confirmed, but its continuation that 
such countries need less severe penalties for 
violating the restrictive regime turned out to be 
not quite true. On the contrary, in conditions 
of uncontrollable shock, countries with such a 
cultural code use even more severe measures 
of influence, relying on the effect of threats of 
punishment to a greater extent than on volun-
tary compliance with the requirements of the 
restrictive policy.

Perhaps the role of the amount of support 
is important here. Countries with more indi-
vidualized and more masculine cultures, and 
richer ones as well, have allocated unprece-
dentedly large support packages with a mod-
erate severity of punishment or without pun-
ishment at all.

The tension and resentment that had ac-
cumulated during the period of severe restric-
tions were also significantly more pronounced 
in individualistic and masculine societies, but 
not all such societies imposed severe restric-
tions.

Of course, this is preliminary data, while 
it can be confidently asserted that “soft” factors 
matter, and national cultural and institutional 
characteristics are reflected in national policies 
in an explicit or implicit form.

The results obtained expand our under-
standing of the behavioural aspects of the econ-
omy and can be used when choosing tools for 
various types of stimulating policies, not only 
in turbulent conditions, but also in a more fa-
vourable situation.
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Appendix
Correlation of cultural parameters, institutional conditions and characteristics  

of a restrictive regime
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Individualism  -0,825 0,119 -0,241 -0,735 0,787 0,245 -0,464 0,044 0,146
Power distance   -0,437 0,292 0,483 -0,777 -0,034 0,311 0,254 0,150
Masculinity    -0,151 0,262 0,200 -0,743 0,262 -0,704 -0,843
Uncertainty avoidance     0,266 -0,426 -0,073 -0,666 -0,126 -0,287
Orientation towards the 
future      -0,740 -0,725 0,376 -0,277 -0,513

Indulgence       0,426 -0,308 -0,300 0,018
Fractionalization        -0,399 0,379 0,726
Trust         0,077 -0,003
Severity of restrictions          0,880
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«Мягкие» факторы в борьбе с пандемией:  
сравнительный межстрановый анализ

Н.А. Кравченко, А.Т. Юсупова
Институт экономики  
и организации промышленного производства СО РАН 
Российская Федерация, Новосибирск 
Новосибирский государственный университет 
Российская Федерация, Новосибирск

Аннотация. В статье обсуждаются проблемы борьбы с пандемией COVID-19, 
охватившей большинство стран, выделяются и анализируются стратегии 
реагирования, принятые правительствами. На примере США, России, 
Великобритании, Испании, Италии, Германии, Японии и Китая проанализированы 
принятые ограничительные режимы, модели принуждения к их соблюдению, 
схемы и инструменты поддержки экономики. 
По данным открытых источников оценивалась длительность и строгость режимов 
ограничений экономической и социальной активности, жесткость наказаний 
за нарушения режимов ограничений, масштаб помощи населению и бизнесу и 
соблюдение режима ограничений. Особое внимание уделено выявлению роли в 
реализации политики борьбы с пандемией «мягких» факторов, таких как доверие и 
национальная культура. Для характеристики однородности общества использован 
индекс этнической фракционализации.
Было подтверждено, что более коллективистские, долгосрочно ориентированные и 
менее маскулинные культуры склонны строго соблюдать ограничительные режимы, 
однако и меры наказания, введенные в странах с таким культурным кодом, оказались 
более жесткими. Анализ показал, что в странах с более индивидуализированной и 
маскулинной культурой были выделены крупные пакеты поддержки населения и 
бизнеса при умеренной жесткости наказания за несоблюдение ограничений. В этих 
странах сильнее проявилось напряжение и недовольство населения, накопившееся 
за время действия ограничительных режимов. Полученные результаты дают 
основания утверждать, что «мягкие» факторы играют важную роль в формировании 
политики реагирования на угрозу пандемии, выбранные странами стратегии в явной 
или неявной форме отражают национальные, культурные и институциональные 
особенности.

Ключевые слова: пандемия, меры поддержки, ограничительный режим, доверие, 
культурные различия.
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1. Introduction
Today, the economy is going through a 

transformation. Due to the new technological 
revolution, digitalization of all economic and 
social processes that are gaining momentum it 
is required to review the basic education para-
digms and transform the university models and 
mechanisms.

While many countries are trying to keep 
up with the economic, environmental and 
social transformations, including technolog-
ical achievements, changes in climate and 
migration, it becomes clear that intellectual 
capital is becoming the most precious asset 
of our time that promotes innovative devel-
opment of the regions (Agrikova et al., 2019, 
Popodko et al., 2019). Besides professional 
competences and skills (hard skills), the core 
of the intellectual capital in the time of dig-
ital economy is formed by digital skills (data 
analysis, computer-aided learning, artificial 
intelligence, programming etc.) and soft skills 
(problem solving, adaptivity, operational and 
critical thinking, stress resistance, empathy 
and emotional intellect, self-learning based 
on the Life-Long Learning principles (LLL), 
cultural diversity etc.) that are sought for more 
and more. 

Even though academic degrees and/or 
qualifications still have the attention of em-
ployers, the requirements for such are not as 
strict as before, because companies are getting 
more interested in the modern skills, compe-
tences and work experience. Large companies 
like Google, Apple, Starbucks and IBM tend to 
choose candidates based on their skills and 
competences, not their academic degrees or 
base education (bachelor’s, master’s degree or 
MBA) that were intended to demonstrate the 
readiness of such candidate for work. More-
over, in the year 2017 nearly 17% of IBM em-
ployees in the USA did not have a bachelor’s 
degree (Sean R. Gallagher).

Export of education is listed among the 
major branches of export of the top countries 

of the world: in the USA, education is the sev-
enth exported product, and in Australia it is 
the third, after iron ore and coal. There is a 
direct macroeconomic profit from the influx 
of intellect. The UK todays gets around $30 
billion from foreign students and the USA gets 
$39 billion, without the economic profit from 
the activity of the graduates who chose to stay 
in the country after their studies. In Australia, 
an education expert brings a profit of $25 bil-
lion. At the same time, the entire consolidated 
budget of higher education industry of Russia 
counts approximately $15 billion (Barton Car-
lyle).

It is obvious that today the competitive 
capacity of universities is determined by the 
innovations introduced into education. Con-
struction of a modern system of professional 
education aligned with the current require-
ments is one of the priorities of the state. In the 
year 2019 alone, the budget of the “Education 
Development” national programme1 exceed-
ed 458.6 billion roubles, in 2020 this figure is 
expected to rise by 40% to reach 644.3 billion 
roubles, and the major share of this amount is 
assigned to the “Professional Education Devel-
opment” subprogramme. 

The key objective of the “Export of Educa-
tion” federal project run under the “Education” 
national project is to increase the attractiveness 
and competitive capacity of Russian education 
in the international education service market to 
expand the non-resource exports of the Russian 
Federation. 

The implementation of this project is ex-
pected to make Russian education programmes 
more attractive for foreign citizens, improve 
the conditions of their stay in Russia during 
studies, improve the Russian education brand 
awareness and its status in the international 
education market, and, eventually, increase 
the revenue from the education service export 
manyfold.

1 Approved by the Decree of the Government of the Russian 
Federation No. 376 dated 31.03.2017.
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The project foresees the development of 
new joint education programmes in English, 
including summer education courses for for-
eigners. As a result of the project, the number 
of intramural foreign students at Russian uni-
versities is supposed to grow from 220 thou-
sand people in 2017 to 710 thousand in 2025, 
and the number of foreign participants of the 
online courses organized by Russian educa-
tional institutions is expected to increase from 
1,100 thousand people to 3,500 thousand peo-
ple. The revenue from the export of Russian 
education is supposed to increase more than 
five-fold, exceeding 373 billion roubles in 2025 
(Volkov, Mel’nik, 2019).

The listed state projects form a super-
structure of the current systems of education 
budgeting. The programme implementation is 
assessed by the additional competences with-
in the priority fields of knowledge acquired 
by the learners; therefore, the programmes are 
based on the complementary approach within 
the competence-based model of higher edu-
cation.

Today, the international labour market 
changes at a much greater pace than the cre-
ation of new educational programmes rele-
vant in the current economy.

As the market demand for skills de-
velops faster than the educational institutions 
could possibly imagine, many of them work 
to maintain the relevance and quality of their 
programmes, at the same time developing and 
promoting new flexible ways of getting high-
er education, seeking partnership with other 
stakeholders, including employers, industries, 
and educational institutions.

Under the education internationalization 
policy, the educational institutions strength-
en their international programmes both in the 
scape and the complexity: we see more and 
more universities establishing their offshore 
satellite campuses, double degree programmes, 
educational programmes in foreign languages, 
modify the admission rules for foreign stu-
dents, offer online courses and international 
internships, develop a great number of short-
term educational programmes, including 
international summer and winter schools 
(ISS).

Today’s university students face the need 
for acquiring additional competences not 
foreseen by their basic curriculum. On one 
hand, they are aware of different ways of get-
ting a degree and the skills they may need for 
career building, and adjust their education to 
the new open talent economy, where the short-
term programmes and courses, vocational ed-
ucation, trainings and life-long learning are 
considered as essentials for the modern labour 
market.

The students may solve this problem 
quite efficiently by taking additional education 
courses, including summer and winter schools 
where they can both acquire new professional 
skills and expand their academic and business 
network, exchange cultural experience etc.

2. Theoretical framework
Today’s tendencies resulting from the 

changes in the economy and digitalization re-
quired future specialists to continuously up-
grade their skills and to expand their compe-
tences beyond the educational programmes. An 
open economy which allows unrestricted flow 
of people, capital, goods and services across its 
borders (The Economist), came and introduced 
its jobs, non-traditional career opportunities, 
and technological solutions.

The global megatrends are driving every-
thing, including the new open talent economy. 
The open talent economy is a relatively new 
term introduced by Deloitte, defined as “a col-
laborative, transparent, technology-enabled, 
rapid-cycle way of doing business… when em-
ployers and employees now seek each other out 
on a playing field that is broader and more level 
than ever before” (Deloitte).

Aware of these tendencies, today’s stu-
dents are ready to look outside the traditional 
concept of learning, and, though they still ac-
cept the value of formal education, they also re-
alize that there are different ways of getting the 
skills and competences they need for a success-
ful employment and/or improvement of their 
career opportunities after the employment.

Moreover, the majority of the stakehold-
ers of the global market understand the im-
portance of investing into one’s education 
throughout the career. It opens a huge opportu-
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nity for the education providers to develop and 
offer new education solutions for acquiring 
additional competences beyond the curricu-
lum required to cater the needs set by the new 
economy.

Today’s students do not restrict themselves 
to their university degree programmes when it 
comes to the development of basic and addi-
tional competences; they also gain the skills 
and competences required for successful em-
ployment from the great variety of available 
online platforms and short-term education pro-
grammes of the foreign universities. More and 
more often we see today’s students applying for 
participation in a wide variety of internation-
al summer schools (ISS).

Universities and colleges have a real ca-
pacity of expanding their academic offerings 
by providing short-term courses, advanced 
training programmes, trainings and short-term 
holiday education programmes including sum-
mer and winter schools (ISS) that are quite pop-
ular among the modern generation of students.

3. Statement of the problem
The struggle for talents and attraction 

of international students are the key drivers 
of innovations, scientific discoveries and new 
business development. The top universities 
and national economies of the world are al-
ready showing interest in the future intellectu-
al and technological elite. According to the ex-
perts, such talents constitute approximately one 
third of six million mobile students (Volkov, 
Mel’nik, 2019). The competition between them 
causes a rapid increase in the number of differ-
ent scholarship programs, contests, and grants, 
expansion of the educational programme offer-
ings from online courses to combined learning, 
internship, dual degrees etc.

UNESCO claims that Russia is one of 
the leaders in the global market of education-
al services and that its potential is growing: in 
the year 2013, the Russian Federation hosted 
around 3% of the total number of foreign stu-
dents (ranked 6th among all education service 
exporting countries), while in 2018, this figure 
reached 7% (7th place). However, Russian edu-
cation still remains unattractive. Even the pos-
itive tendencies in the ranking of our univer-

sities in the global ratings do not attract more 
foreign students.

To achieve the goal set by the “Export of 
Education” project, and, of course, to win the 
elite students, it is necessary to change the in-
ternational positioning and general behaviour 
of the Russian universities, as well as govern-
mental regulation of their activities (Volkov, 
Mel’nik, 2019).

The majority of domains, from agricul-
ture to IT, are set within the global market 
and technological context. Today’s students 
are eager to develop their competences almost 
in all the available professional domains. The 
majority of them do it along with their uni-
versity studies by attending short-term cours-
es, trainings, seminars, massive open online 
courses (MOOC) etc. Short-term education 
programmes run during holidays, such as 
summer and winter international schools (ISS), 
are among the most popular and effective way 
of developing additional competences beyond 
the basic curriculum.

Summer schools remain an important tool 
for the universities to facilitate the internation-
alization process, promotion of their interna-
tional reputation, and attraction of foreign stu-
dents, since ISS are becoming a big business 
for universities in the United States, Europe, 
China, and South Africa.

Despite the many years’ experience of 
admitting foreign students to the summer and 
winter schools of the Russian Federation, in 
their everyday practice the majority of Russian 
universities prefer using very few models, pat-
terns and mechanisms for efficient organiza-
tion of simmer and winter schools for foreign 
students and potential applicants from abroad. 

To expand their audience, the universi-
ties need to assess the ISS models as efficient 
short-term education tools that combine the op-
portunities of acquiring professional, IT, and 
“soft skills” sought for by the new open talent 
economy.

In the light of the foregoing, the compar-
ative analysis of ISS models in the global, na-
tional, and regional contexts is necessary for 
understanding of their development trends and 
the development of new efficient strategies and 
actions for the organization of ISS focused on 
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the development of new competences, as well 
as improvement of the existing and implemen-
tation of new ISS models in the highly-compet-
itive educational environment. 

4. Methods: presentation of the applied re-
search methods.

For the classified description of the vari-
ety of modern ISS, for the presentation of their 
typology and models from the point of view 
of the development of additional competences 
in the global, national, and regional contexts, 
a comparative analysis of the foreign and Rus-
sian ISS was carried out.

The study was based on the official uni-
versity websites and the following Russian and 
foreign educational portals:

− Official websites of the top foreign 
universities

− Official websites of the top Russian 
universities

− Study Portals: Short Courses portal 
(www.ShortCoursesPortal.eu) – international 
platform that presents programmes from over 
3,200 universities of the world; according to it, 
Russia maintains its position in the internation-
al educational service market as far as summer 
and winter school offerings are concerned

− Summer Schools in Europe (www.
SummerSchoolsinEurope.eu) – international 
aggregator platform for summer and winter 
schools in Europe

− Study in Russia (https://studyinrussia.
ru/) – website supported by the Ministry of 
Science and Higher Education of the Russian 
Federation that aggregates information on the 
educational programmes offered by Russian 
universities to foreign citizens.

− Study in Europe (https://ec.europa.eu/
education/study-in-europe/country-profiles_
en).

As the data found in the mentioned sourc-
es may contradict each other, and sometimes 
the differences are quite significant, the data of 
short-term educational programmes organized 
in the summer and winter school formats were 
integrated, and the repeated elements were ex-
cluded from the monitoring process.

The conclusions drawn by the authors are 
based on the trends in the indicators’ develop-
ment under basic social and economic circum-

stances. There is no doubt that the COVID-19 
pandemic made a significant impact on the 
trends of development of international summer 
schools. Since the pandemic is an exclusive and 
temporary circumstance, the conclusions of the 
present paper are formulated regardless of the 
impact it may make on the studied tendencies.

5. Discussion
The global tendencies of higher educa-

tion development are determined by the rapid 
change of its landscape caused by the growing 
international competence, information flows, 
and digital transformation of the economy 
and other spheres of life that, in their turn, 
make an impact on the local changes at the 
national and institutional levels that occur all 
around the world and in Russia in particular.

The progress of technologies and autom-
atization have convinced 78% people of the 
world that they need to develop their “soft 
skills”; modern students are eager to acquire 
the competences and skills the machines and 
artificial intelligence (AI) are still uncapable of 
mastering, such as critical thinking, problem 
solving and creative approach, empathy etc. 
Over three fourths of the respondents of Pear-
son’s global survey confessed the need for de-
veloping such soft skills as creativity, creativity 
and learning ability, communication and team-
work, ability to act in different intercultural 
and ethnic contexts, management skills etc. 
that are gaining more and more importance. In 
addition to these, a good command of English 
language is also helpful in the new economy 
(Pearson, 2019; ICEF Monitor, 2019).

The Pearson’s study has proven that the 
relevance of additional competences and life-
long-learning was recognized in China and In-
dia earlier compared to the USA and the UK. 
In China and India, this tendency is mostly de-
termined by the influence made by the technol-
ogies and automatization on the labour market 
due to their critical significance for the mainte-
nance of stable employment.

Today’s learners tend to prefer the “do-it-
yourself” (DIY) approach to education; they 
understand the value of professional and short-
term educational programmes and use Internet 
resources for advanced training. Moreover, 
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short-term programmes, courses, boot camps 
are found to be the most popular choice for 
acquiring the competences necessary for suc-
cessful employment and/or career growth: at 
least twice as many respondents of the poll in 
several regions of the world (USA, Australia, 
Canada, Europe, Brazil, China and the Middle 
East) prefer short-term programmes as the re-
spondents who gravitate to certified university 
or college courses (Pearson, 2019).

In response to these challenges, universi-
ties offer more and more flexible educational 
solutions designed with respect to the contin-
uous changes in the labour market. For this 
reason, the international education market 
has been recently going through a phenome-
nal growth causing changes in the spectrum 
and models of short-term educational pro-
grammes, including the summer and win-
ter schools being an effective short-term ed-
ucation tool that combines the acquisition of 
professional, IT and soft skills and compe-
tences to cater the needs of the digital econ-
omy.

All around the world we witness an incred-
ible growth of summer and winter schools for 
foreigners (Kureshov, 2010). Jeroen Torenbeek 
and Edwin van Rest have studied the quality 
and quantity of modern European summer 
schools in the international context to arrive at 
the following conclusions:

− The number of ISS offered in Europe 
in 2014 has increased by at least 200% in the 
last five years;

− Small European countries were ranked 
incredibly high in the number of offered ISS: 
in 2013, there were two comparatively small 
countries in the top 6: the Netherlands (rated 
1st) and Denmark (6th);

− The United Kingdom and Germany 
also offered a large number of summer courses, 
followed by Russia and Italy;

− Over 50% of the European summer 
school market was provided by 6% of the major 
suppliers: the Netherlands, the United King-
dom, Germany, Russia, Italy, and Denmark;

− In 2013, around 40,000 students at-
tended summer school education programmes.

The comparative analysis of data and ed-
ucational platforms has shown some emerging 

trends in the changing of numbers and models 
of the ISS offered on the international market 
in the last 5 years:

− The number of summer and winter 
schools offered in Europe today has almost 
doubled compared to the year 2013 (Torenbeek 
et al., 2013); the total number has reached 6,286 
summer schools by the present moment (Study 
Portals: Short Courses portal, 2019) (Fig. 1); 

− From the point of view of the main 
leaders, such as the USA, the UK, Australia, 
Germany, France, and Russia, as far as the 
number of ISS for foreign students is con-
cerned, the global higher education market sit-
uation remains approximately the same, though 
their proportions among the countries vary. 
Thus, in 2019, the US had the largest share of 
summer schools: 2,482; the United Kingdom 
offered 1,431, Australia – 475, Canada – 130, 
Germany – 117, Russia -103, France – 85, Chi-
na – 29 (Fig. 2);

− The leaders in the number of summer 
school are still the smaller countries: the Neth-
erlands (2nd), Denmark (8th) and Italy (5th);

− From the same point of view, the phe-
nomenon of Ireland appears especially inter-
esting: in 2013, it was the 18th in Europe in the 
number of international summer schools, but in 
the last 5 years it has increased the number of 
its summer and winter schools from 15 to 97; 

− France, Germany, and Russia are also 
listed in the top 10;

− New summer schools opened in Chi-
na, New Zealand, and India (Fig. 2);

− The share of the winter schools, when 
the studies are parallel to the main academic 
process, is growing in the system of interna-
tional schools (Greer, 2020).

This way, in the year 2019 the number of 
summer schools increased, with an obvious 
correlation between the number of academic 
offers for summer and winter schools and the 
structure of the global higher education market.

Due to the pandemic of COVID-19, in 
number of summer schools dramatically 
dropped in the year 2020. Thus, Study Portals 
offers only 1402 summer schools, the majori-
ty of which (349) are in the United Kingdom, 
215 schools in the USA, 272 in the Netherlands 
and 85 in Germany, 66 in Russia and 61 in It-
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Fig. 1. Number of summer and winter schools in the countries of Europe offered by Study Portals  
in 2019 (source: Study Portals: Short Coursesportal, 2019, Available at: www.ShortCoursesPortal.eu)

Fig. 2. Number of summer schools offered by Study Portals platform, by countries  
(source: Study Portals: Short Courses portal, 2019, Available at: www.ShortCoursesPortal.eu)

aly. The dominating share of the schools has 
switched to online learning.

Today, besides the traditional third semes-
ter, more and more American universities offer 
summer programmes similar to those of the 
summer schools in Europe and Asia. Almost 
every university has its summer school mod-
el: from hobby courses to full-scale academic 
modules, a university in the microcosm. Some 
courses may be dedicated to local language 
and culture, others are related to the univer-
sity profiles and their excellence domains, let 

it be natural science or linguistics. There may 
be courses of any level, from bachelor’s to spe-
cialty courses for post-graduates and PhD stu-
dents. The experience of the American colleges 
that offer summer schools for the low-income 
youth in both academic and supplementary 
programmes is of special interest (Chastonay, 
2016).

In the 21st century, the summer school 
phenomenon reached Asia where it is rapidly 
gaining momentum. At the beginning, summer 
schools were regarded as a source of revenue, 
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particularly in China. By now, the Asian sum-
mer school model has been aligned with its 
European analogues, with the focus made on 
different aspects of the university internation-
alization strategy.

The academic offers of many universities 
organized in the ISS form may include differ-
ent forms of short-term programmes.

Traditional (classical) ISS – are short-
term programmes offered, as a rule, in the 
summer (winter) months during holidays, by 
an accredited higher educational institution for 
people of all education levels, from bachelor’s 
degree to PhD; there is usually a tuition fee (not 
compulsory) paid to cover the current expens-
es; courses with ECTS credits.

A summer school may encompass one or 
several subject courses, usually lasting from 
one to four weeks, but in some cases may be as 
long as eight weeks. The students take in-class 
intensive courses and participate in an activity 
programme. Amed at the soft skills develop-
ment, the sociocultural programme is getting 
more and more importance.

Among the new ISS formats, there are 
the following: summer university; academic 
courses; professional and skill courses with the 
employers; collaboration projects with foreign 
partner universities; chain summer schools 
organized by themed networks or new alli-
ances; internationally accredited schools etc. 
(Chastonay, 2018; Achille, 2018; Molderez, 
2018; White, 2015; Landri, 2020; Kedziora, 
2019; Ortiz-Marcos, 2016; Browne, 2016).The 
main distinctive feature of these ISS is the fo-
cus on certain learning results and the develop-
ment of competences combining professional, 
IT, and soft skills for the new open talent 
economy.

Based on the monitoring of open internet 
platforms and the websites of Russian universi-
ties, the main features of the summer and win-
ter schools offered to foreign citizens by Rus-
sian universities have been formulated:

− The number of summer and winter 
schools for foreign citizens offered by Russian 
universities in the international education mar-
ket has not significantly changed in the last five 
years: in 2013, 83 schools, i.e. 6% of the num-
ber of European summer and winter schools, 

were offered on the international educational 
platforms (J. Torenbeek and E. van Rest, 2014); 
today, there are only 103, which makes 8% of 
the total number of European summer and win-
ter schools (Fig. 1), and only 2% of the total 
number of summer and winter schools in the 
world (Fig. 2);

− The greatest number of schools are of-
fered by universities in the capital cities; over a 
half of the summer school market is captured 
by three main suppliers: Higher School of 
Economics (HSE), Peter the Great St. Peters-
burg Polytechnic University (SPbPU), Peo-
ples’ Friendship University of Russia (RUDN), 
ITMO University (ITMO) (Fig. 3);

− Only a few of the top Russian universi-
ties may boast the increase in the quantity and 
quality of the international summer and winter 
schools they offer to foreign citizens.

In the last six years, the flagship among 
the Russian universities been People’s Friend-
ship University of Russia (RUDN) which of-
fered 40 summer and winter schools for for-
eign citizens back in 2013 (Torenbeek and 
Rest, 2014). 

The International Polytechnic Summer 
and Winter School of Peter the Great St. Pe-
tersburg Polytechnic University (SPbPU) of-
fers a broad range of courses in engineering 
and natural science, physics, IT technologies, 
economics and business, as well as Russian 
language, culture and Russian civilization. At 
the moment, the university provides over 30 
high-quality summer and winter school mod-
ules taught to foreign students in English. After 
the course, the students get ECTS credits and 
certificates. Every year. SPbPU welcomes over 
500 students representing more than 50 coun-
tries of the world.

Higher School of Economics (HSE) is 
today’s leader in the number of summer and 
winter schools for foreign citizens in a broad 
range of topics, organization forms and mod-
els. Similarly to the largest summer universi-
ty of Europe, Utrecht Summer University (the 
Netherlands), the establishment of the HSE In-
ternational Summer University (https://www.
hse.ru/international/summer/) is a unique phe-
nomenon in the Russian summer school system 
different in its organization form and the scale 
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as well as territorial distribution between four 
cities of Russia. 

Among other Russian universities, Siberi-
an Federal University (SibFU) is sharing the 
6th and 7th places with Tomsk State Universi-
ty, offering a number of international summer 
programmes including language schools, inter-
national summer schools in collaboration with 
foreign partner universities etc. 

One of the successful ISS projects of Sib-
FU is was V International Summer School 
“New Financial Technologies under the Con-
ditions of Digital Transformation of Economy” 
(see school page on SibFU website: http://www.
sfu-kras.ru/en/education/courses/econom-
ic-science, official website: http://mlsh-econ.
sfu-kras.ru/) designed for the students interest-
ed in the financial aspects of the modern econ-
omy. 

At the beginning, the school was targeted 
at the development of additional mathemati-
cal simulation, self-identification and self-de-
velopment technologies and language com-
petences beyond the curriculum of economy 
students. The five-year experience of the ISS 
and feedback from its participants showed 
the need for practice-oriented approach and 
involvement of potential employers. In 2019, 

the school was held with active support of the 
specialists representing the Bank of Russia 
and Sberbank of Russia. The programme was 
redesigned with regard to the financial and 
digital competences, big data analysis, skills, 
understanding artificial intelligence, design 
thinking requirements etc. relevant in today’s 
financial market.

A principal innovation was an interactive 
educational space where every student could 
share their opinions, check their positions with 
the top specialists in the professional domain 
and get immediate feedback from authoritative 
reviewers. After the studies, the students got 
certificates (3 ECTS credits).

The summer school programme was 
intended not only to develop and share the 
knowledge, but also to encourage mutual un-
derstanding between representatives of dif-
ferent cultures. The school participants had a 
chance to feel the unique atmosphere of Sibe-
rian Federal University. Besides the academ-
ic programme, the school offered a variety of 
cultural and sports activities and city tours. All 
these helped the students open their minds and 
get integrated in the international academic en-
vironment. The school is very popular among 
the students of Chinese universities; in 2019, it 

Fig. 3. Number of summer and winter schools at 14 Russian universities  
(sources: Study Portals: Short Coursesportal, 2019, Available at: www.ShortCoursesPortal.eu,  

Summer Schools in Europe (www.SummerSchoolsinEurope.eu), Study in Russia  
(https://studyinrussia.ru/), official websites of the universities)
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was visited by 49 economy students of top Chi-
nese universities.

The analysis of the ISS offered by Rus-
sian Universities on the international market 
today has shown that there is a limited range 
of types and models in the wide spectrum of 
available models used by the majority of Rus-
sian universities today. The majority of them 
are traditional Russian language and culture 
ISS. The new ISS models intended to devel-
op additional competences sought for in the 
new economy in the middle and in the long 
run are, in fact, single projects of individual 
universities, constituting only several per cent 
of the total number of ISS. For instance: prac-
tice-oriented ISS with potential employers: 
only 6%, ISS organized in collaboration with 
foreign partner universities: 8%, schools run 
in several cities: 5% etc. ISS in foreign lan-
guages constitute only 56% of the total num-
ber. 

Summer schools are becoming an import-
ant tool for universities to advance their inter-
nationalization, to improve their international 
reputation, to attract foreign students and raise 
the revenue. There is a great variety of models 
for summer schools and courses designed for 
different purposes; therefore, it appears rele-
vant to develop a methodological base for the 
development, promotion and organization of 
ISS as effective tools for the development of ad-
ditional competences, combining professional, 
IT, and soft skills required for the successful 
career in the global labour market.

The development of a methodological 
foundation for the organization of summer and 
winter schools for foreign citizens at Russian 
educational institutions and its further imple-
mentation may become an efficient tool for 
solving the problem of increasing the share of 
foreign students, improving the attractiveness 
of Russian educational programmes for foreign 
citizens at all levels (bachelor’s, specialist’s, 
master’s degrees, advanced training) are the 
key solutions to the problem the universities are 
facing nowadays.

6. Conclusion
Human capital today determines the 

competitive advantages of the states, and the 
export of education through different chan-
nels including international summer schools 
becomes an indicator of the high intellectual 
potential of the territory and a catalyst for 
economic development.

International summer schools are a unique 
academic offer of the modern universities, a 
highly efficient tool of short-term education 
that combines the opportunities of getting pro-
fessional knowledge and communicative, inter-
cultural, management skills in the continuous-
ly changing conditions of the labour market. 
Summer and winter schools are now perceived 
as a unique laboratory of innovative education. 
The short-term intensive ISS courses open new 
opportunities for students and lecturers to get 
additional skills and competences sought for in 
the long run.
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Новые форматы развития дополнительных  
профессиональных компетенций для новой экономики
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Е.В. Двинских, Л.К. Витковская
Сибирский федеральный университет 
Российская Федерация, Красноярск

Аннотация. Преобразование участниками рынка своих бизнес- моделей и стрем-
ление к созданию экосистем, проникновение цифровых технологий во все сферы 
жизнедеятельности, рост информационных потоков, а также высокая мобильность 
человеческого капитала изменяют в мировом контексте компетенции, которые 
должны формироваться у сегодняшних выпускников вузов.
Современные тенденции, связанные с изменениями в экономике, цифровизацией, 
требуют от будущих специалистов постоянного обновления навыков и расшире-
ния перечня компетенций за рамками образовательных программ. Международная 
летняя школа (МЛШ) является эффективным инструментом краткосрочного об-
разования, сочетает возможности получения профессиональных знаний и управ-
ленческих, коммуникационных, межкультурных навыков. Целью проведенного 
исследования стало определение и обзор основных факторов, влияющих на транс-
формацию роли международных летних школ в современном экономическом обра-
зовании.
В данной статье на основе обзора академического предложения университетов вы-
явлена потребность со стороны обучающихся в получении дополнительных компе-
тенций через участие в международных летних школах.
Изменения внешней среды, связанные с формированием новой цифровой экономи-
ки и влияющие на изменение технологий и процессов обучения в международных 
летних школах в целом, проанализированы на основе модели анализа глобальных 
трендов и изменений парадигмы и моделей обучения новым компетенциям.

Ключевые слова: цифровая экономика, профессиональные компетенции, эконо-
мика талантов, экспорт образования, международные летние школы.
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Abstract. The main scientific aim of this work lies in improvement of the existing 
scientific positions in the sphere of industrial development economic security provision on 
the national level. The existence of two economic security provision models of industrial 
development that are applied in the countries of Community of independent states and in 
English-speaking countries of G-20 was grounded. The key features and characteristics 
of these models functioning. Design/methodology/approach were revealed: The work is 
based on the complex use of a number of methods of scientific research, including methods 
of analysis and abstraction, historical and logical approaches, methods of deduction and 
induction; graphic and statistical methods, as well as the system method. Scientific works 
of leading Russian economists in the field of the research, as well as the data of official 
statistics of Russia, Ukraine, Belarus, Kazakhstan, the USA, Canada, Australia, the UK, 
Saudi Arabia were used as an information base of the study. Findings: the study was 
based on the hypothesis of the similarity of the economic security provision models of 
industrial development of Russia and other countries of Community of independent 
states, as well as on the significant difference between this model and the analogues of 
developed foreign countries. Research limitations/implications: this research is limited 
by the papers indexed in the Scopus database and presenting a systematic literature 
review. Originality/value: it was proved that economic growth in foreign countries is 
largely determined by long-term investment, the main directions of which are research 
and development, education, healthcare, infrastructure development and etc. Deserves 
attention and that the raw share in the gross production fund of the developed countries is 
comparable with the corresponding figures in Russia. A comparative study of monetary 
policy of Community of independent states countries and G-20 countries was carried out. 
Impact of monetary policy of the researched group of countries on the investment process 
and industrial growth and development in the long term was determined.
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Introduction
The relevance of the issues of ensuring the 

Russian Federation industrial development in 
the medium term is determined by a number 
of overdue contradictions that require prompt 
solutions. Among these contradictions are the 
following:

1. Since 2014, the vast majority of world 
commodity markets have been characterized 
by a decrease in prices and sales volumes. At 
the same time, the main part of Russian exports 
and a significant part of domestic production 
continue to have a raw material character. Most 
part of economy is still focused in the industri-
al sector.

2. For a long period of time Russia has been 
committed to the convergence and integration 
of the national economy into the global eco-
nomic project. These areas institutionalized in 
accession to the World trade organization and 
liberalization of government economic policy 
in accordance with the recommendations of the 
International monetary fund. Despite the cho-
sen course of development and the steps tak-
en in this direction, the main world economic 
players (conditionally – the G7 countries and 
the European Union) make it difficult for Rus-
sia to enter the markets of finished high-tech 
products, block the implementation of Russian 
energy projects abroad, aggressively promote 
their producers to the markets of Russia and 
neighboring countries. The policy of Russia 
containment is carried out using military and 
political methods. Against Russia were de-
clared economic sanctions and imposed re-
strictions, which largely make all globalization 
aspirations unilateral.

3. Economic development in the period 
2008 – 2012 was associated with the mod-
ernization program, declared by President 
D.A. Medvedev in 2008. In 2014, the import 
substitution program was launched. Despite 

a number of indisputable successes in the im-
plementation of these programs, the average 
rate of real growth of the Russian economy in 
2008 – 2017 amounted to 1% per year, which 
is significantly inferior to the average global 
rates, as well as the rates of a number of devel-
oped and developing countries. The lack of sig-
nificant success in the implementation of eco-
nomic development programs, accompanied 
by increased pressure on Russia from foreign 
partners and unfavorable commodity markets, 
makes it necessary to revise the existing model 
of economic growth of Russia.

Problems of economic security provision 
in conditions of widely spread sanctions and 
trade wars become relevant. Used models of 
economic security provision are to be revised. 
Industrial growth that is a traditional driver of 
Russian economy needs new supervision tools. 
In this case foreign experience is worth to be 
analyzed.

Research methodology
In the course of the study, a set of methods 

of scientific knowledge were used, including: 
analysis and abstraction (during the identifica-
tion of economic security provision models of 
industrial development of the researched group 
of countries); historical and logical approach-
es (in the study of the dynamics of key mac-
roeconomic parameters of the industrial de-
velopment of the studied countries); deduction 
and induction (in the study of theoretical and 
methodological foundations of long-term eco-
nomic growth of Russia in modern conditions); 
graphic and statistical methods (during the pri-
mary processing of the information base of the 
study); systematic method (with the purpose 
of substantiation of complex measures in the 
sphere of Russian industrial growth economic 
ensuring). The information base of the research 
was formed by scientific works of Russian and 
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foreign specialists devoted to the problems of 
industrial development economic provision at 
the national level. As an information base we 
also used official data of state statistics of Rus-
sia, countries of Community of independent 
states (Ukraine, Belarus, Kazakhstan) and 
English-speaking countries of G-20 with a suf-
ficient part of commodities sector in national 
economies (USA, Canada, Australia, United 
Kingdom, Saudi Arabia).

The issues of Russian industrial growth 
and development economic security provi-
sion are the subject of research of such econ-
omists as S.D. Bodrunov, R.S. Greenberg, 
S.Yu. Glazyev (2016), O.G. Dmitrieva (2011), 
V.V. Ivanter (2016), M.A. Korobeynikov 
(2013), A.L. Kudrin (2011), V.L. Makarov 
(2013), V.A. Mau (2016), A.D. Nekiplov (2013), 
A.S. Porshakov (2010), A.V. Ulyukayev (2015). 
There is no single point of view on the issues of 
ensuring sustainable high rates of national in-
dustrial growth in Russian scientific literature. 
Economic security problems are also under de-
bate. Moreover, there is a tough debate on mon-
etary and fiscal policy, reducing the rate of con-
sumer prices growth, the nature and degree of 
state regulation of the economy, priority areas 
of economic development, vectors of interna-
tional economic integration, regional economic 
policy of Russia. Comprehensive consideration 
of the opinions, ideas and proposals set out in 
the modern Russian scientific literature makes 
it possible to systematize existing positions, to 
propose and justify some directions of ensur-
ing the economic development of Russia in the 
medium term.

It should be noted that the problem of eco-
nomic security provision of national industrial 
development is also in the focus of foreign sci-
entists and economists. The works of foreign 
colleagues put forward a wide range of hy-
potheses regarding the identification of factors 
influencing industrial growth. As the subjects 
of this kind of research (and, accordingly, the 
factors of influence) were identified: foreign 
direct investment (Rafat, 2018); the level of 
development of stock market institutions (Fufa 
& Kim, 2018); membership of countries in in-
ternational economic integration associations 
(in particular, the TRANS-Pacific partner-

ship (Khan et al., 2018) and the Association 
of Southeast Asian Nations (Karimi & Daiari, 
2018)); the level of openness of national econo-
mies (Lee & Kim, 2018); the level of efficiency 
of natural resource potential and energy effi-
ciency (Baloch et al., 2018); innovation, devel-
opment of science and education (Batabyal & 
Yoo, 2018); demographic and urban processes 
(Ibrahiem, 2018; Cruz & Ahmed, 2018; Frick 
& Rodriguez-Pose, 2018); state fiscal poli-
cy (Esteve & Tamarit, 2018); the dynamics of 
the national currency and foreign remittances 
of individuals (Pontarollo & Mendieta Mu-
noz, 2018); form of administrative-territorial 
structure and methods of regional management 
(Pink-Harper, 2018). We also note the signifi-
cant interest of researchers in the processes of 
economic growth in developing countries, such 
as Liberia, Egypt, Pakistan, Vietnam, Ecuador 
and other Latin American countries (Khan et 
al., 2018; Roquez-Diaz & Escot, 2018; Baloch 
et al., 2018; Bunte et al., 2018; Ibrahiem, 2018; 
Maune, 2018; Nguyen & Pham, 2018; Pontarol-
lo & Mendieta Munoz, 2018). Worth to be not-
ed works that a devoted topost-socialist country 
of Eastern Europe, such as Slovakia, Slovenia, 
Poland, Lithuania, Czech Republic (Mahmood 
& Ahmad, 2018; Raisová, 2018).

In the majority of modern works published 
in foreign scientific periodicals, national eco-
nomic growth and industrial development is 
considered in isolation from the key parameters 
of monetary and fiscal policy. Priority is given 
to the study of a number of microeconomic pa-
rameters. In our view, the neglect of monetary 
policy factors in macroeconomic regulation in 
developing countries is erroneous. Disregard 
of the economic security provision problems is 
also worth to be fixed. The solution of this issue 
requires the identification of individual coun-
tries models of industrial development eco-
nomic security provision, interpreted graphi-
cally for comparison and subsequent analysis.

The purpose of the article is to identify 
the model of economic growth and industrial 
development of Russia on the basis of compar-
ative analysis (comparison of macroeconomic 
indicators of Russia, countries of Community 
of independent states and English-speaking 
countries of G-20 with a sufficient part of com-
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modities sector in national economies, as well 
as the justification of the basic directions of 
increasing the new industrial development of 
Russia.

Modern views on economic security provision  
of national industrial development

The deepening of the financial and eco-
nomic crisis, negative trends on commodity 
markets and sanctions pressure (mostly affect 
industrial markets) – have become the main 
challenges for the economy of the Russian Fed-
eration in 2014-2017. Sanctions against Russia 
are not a new phenomenon and have actually 
taken place throughout recent history. Foreign 
partners prevent many of Russian attempts to 
import high technologies in industry and orga-
nize innovative cooperation. Long before the 
announcement of the sanctions was effectively 
blocked attempted acquisition of the company 
Opel by Sberbank of Russia (in consortium 
with Magna International Inc.). After the Volk-
swagen Corporation launched a large-scale 
high-tech production of engines in Russia (a 
plant in Kaluga with a production capacity of 
up to 150 thousand units of gasoline engines 
per year) with a wide geography of export de-
liveries, fines of $ 18 billion were imposed on 
it according to questionable charges. These and 
many other examples demonstrate the compre-
hensive and indefinite nature of technological 
deterrence and the blocking of all opportuni-
ties for the innovative industrial development 
of Russia. 

Special attention should be paid to at-
tempts of economic integration prevention in 
the post-Soviet space in order to limit the in-
frastructural possibilities of exporting raw 
materials and industrial goods to the Europe-
an market by creating a belt of buffer States. 
These and many other examples of unfriendly 
actions (some of which have moved from the 
political to military plane) show that in the 
future the pressure from foreign partners will 
only increase. 

The crisis in the Russian economy took 
the form of stagflation. About it directly spec-
ify the works of S.Yu. Glazyev (2013) and 
V.A. Mau (2016). Current situation has a nega-
tive impact on the dynamics of key indicators 

of the national economy functioning and deter-
mines the strict need to find solutions to justify 
further directions of development of Russian 
industrial sector. 

In modern economic science there are 
two fundamental approaches to solving the 
most acute problems and overcoming the 
consequences of the financial and economic 
crisis. Note that the definition of certain sci-
entists-economists as supporters of one of the 
points of view is very conditional. In their pub-
lications, the authors often formulate various 
proposals that overlap with elements of one 
or another approach. The very formulation of 
the question of two principled and antagonis-
tic positions existence in relation to ensuring 
Russia’s economic and industrial development 
has become possible relatively recently. Two 
competing points of view among all the par-
ticipants crystallized from all the diversity of 
views during the Presidium of the Presidential 
Economic Council meetings.

The first point of view is defended by a 
group of economists, the most prominent repre-
sentative of which is A.L. Kudrin. In his works 
took a logical continuation the E.T. Gaidar’s 
concept of the use of the exchange price of oil as 
a key indicator for macroeconomic planning in 
Russia (Kudrin, Gurvich, 2014). All macroeco-
nomic policy of the state within the framework 
of this concept is conditionally determined by 
the amount of oil and gas revenues, on the basis 
of which the policy of public spending, mone-
tary policy is based, the exchange rate and key 
development directions are determined. Re-
spectively, industrial development and its eco-
nomic security fully depend on the oil market 
indicators.

It should be noted that as the main indi-
cator determining the stability of the domes-
tic economic situation in the country (in fact 
interior economic security), within the frame-
work of this concept, was indicated the rate of 
consumer prices growth. Inflation is seen in 
part as a function of the money supply (the M2 
monetary aggregate is used in analytical pub-
lications). Analyzing the crisis situation, the 
authors, adhering to this concept, argue that 
Russian economy experiences ahead and un-
justified growth of imports, reduces efficiency, 
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rising inflation and increased social burden on 
the budget. All this is seen as destructive fac-
tors that increase negative expectations in the 
course of further aggravation of the financial 
and economic crisis.

Supporters of this concept criticized the 
expansion of directions and volumes of oil 
and gas revenues use in the country’s budget 
in the period up to 2014 And on the example 
of other oil-producing countries (Venezuela 
and Norway) it was recommended to increase 
the norms of budget revenues from oil and gas 
exports reserving. In modern conditions, when 
the fall in oil prices has reached significant val-
ues, it is proposed to abandon the taxation of 
energy exports in the medium term. It is indi-
rectly indicated that the money issue is tied to 
the volume of export revenue, and accordingly, 
the increase in the values of export revenue, 
which leads to the growth of the monetary ag-
gregate M2 in the economy – increases infla-
tion.

In the works of V.A. Mau (2016) and 
A.V. Ulyukayev (2015) indicated the impor-
tance of maintaining a liberal monetary policy. 
The absence of currency restrictions is consid-
ered as the main condition for the development 
of foreign trade and investment in Russia. At 
the same time, inflation reduction is defined 
as the main condition for reducing the key rate 
and increasing the volume of lending to the 
real sector. Among the priority areas of devel-
opment that can stimulate economic growth in 
the future are: deregulation of the economy; 
support for small and medium-sized business-
es; protection of property and security of en-
trepreneurs; removal of barriers to exports and 
imports. In turn, A.L. Kudrin defines the list of 
priority macroeconomic anti-crisis measures: 
reduction of state budget expenditures (at the 
expense of social and defense expenditures), 
tightening of monetary policy, reduction of in-
flation, creation of market institutions; devel-
opment of market infrastructure.

Representatives of the alternative point of 
view, the most prominent supporter of which 
is S.Yu. Glazyev, point to the inconsistency of 
the arguments presented above (Bodrunov et 
al., 2013; Ivanter, 2015; Korobeynikov, 2013). 
It is indicated that in an attempt to reduce in-

flation, through the limitation of monetary 
emissions, the economy is demonetized, which 
reduces the availability of working capital for 
enterprises and reduces the possibility of eco-
nomic growth and industrial development. It is 
pointed out that the world practice shows the 
groundlessness of the requirements to reduce 
budget expenditures and balance the state bud-
get (rejection of the budget deficit), especially 
in a crisis. As a consequence of the policy of 
containment of the money supply, the staff of 
The Institute of Economic Forecasting of the 
Russian Academy of Sciences (IEF RAS) in 
the course of calculations identified a high lev-
el of underutilization of production capacity in 
the industry (Ivanter, 2016).

The ideas of deepening market reforms, 
deregulation of the economy and further lib-
eralization of public policy are at odds with 
the arguments of V.L. Makarov. He proves the 
prospects for the development of the project 
approach in industrial development economic 
security provision (Makarov, 2013). The de-
sign approach in this case is a response and 
a continuation of the ideas of S.Y. Glazyev 
on the trust issue of money. In this situation, 
S.Yu. Glazyev’s target emission is a tool and 
V.L. Makarov’s project approach is the task 
for the industrial development. Accordingly, 
the goal is the long-term economic growth 
and development of the country. Naturally, 
that projects with strictly defined monetary re-
sources is the object with stringent parameters 
of implementation that cannot be deregulated. 
It is fair to note that market actors operating 
within an effective market infrastructure are 
important agents of growth. However, in our 
opinion, it is not necessary to mix the insti-
tutional foundations of the national economy 
(primary basis) and certain elements of infra-
structure (secondary conditions) of industrial 
development. 

The convincing evidence of the non-mon-
etary nature of Russian inflation, set out in the 
O.G. Dmitrieva’s (2011) work, deserves atten-
tion. Materials of this research indicate that the 
greatest contribution to inflation is the growth 
of utility tariffs and tariffs of natural monop-
olies. In other words, inflation is the result of 
a more lenient policy of shock therapy, when 



– 1798 –

Alexey V. Rodionov, Galina B. Andreeva… Economic Security Provision Models of National Industrial Development…

in the process of abandoning the paternalis-
tic model, the state drops a number of obliga-
tions and shifts them to the population through 
the mechanisms of rising prices and tariffs. 
To such conclusions also came A.S. Porsha-
kov (2010) in his work, based on a number of 
cross-country comparisons. This confirmed 
the non-monetary nature of inflation not only 
in Russia but also in many other countries. 
V.V. Ivanter (2016) also criticized the linking of 
economic growth and inflation, logically justi-
fying their independence from each other. At 
the same time, we note that most economists 
point to the devaluation of the ruble as the main 
cause of high inflation in 2014 – 2015. Recall 
that the devaluation of the autumn-winter 2014 
was the result of a large-scale withdrawal of 
capital abroad, and the key rate had to be in-
creased unprecedented in order to prevent the 
use of credit resources of the Central Bank in 
the market of the rapidly falling national cur-
rency. Thus, the presence of currency control, 
together with a number of other restrictions, 
could (and may in the future) stabilize Russian 
national currency, affect the decline in inflation 
and ensure the stability and predictability of 
key internal economic security indicators. This 
could have a much more important impact on 
foreign investors in the long term. In our opin-
ion, V.V. Ivanter’s (2015) argument that tight-
ening of government monetary policy and the 
fight against the criminal export of capital are 
worth not to be confused is rather valuable. The 
most liberal in economic terms countries strict-
ly regulate the processes of capital movements 
and deter transfer pricing. 

Thus, in our view, the definition of the 
issues of combating inflation as priorities for 
economic growth and industrial development 
is a false path. Especially in terms of econom-
ic security provision. In turn, the reduction of 
public spending and the demonetization of the 
economy in the process of inflation fighting to 
ensure economic growth and industrial devel-
opment – the wrong cure for a non-existent dis-
ease for a patient in dire need of a completely 
different therapy. Thus, in our opinion, taking 
into account the main provisions of the modern 
scientific discussion in the sphere of economic 
security ensuring of Russian industrial growth 

and development, it is necessary to formulate a 
number of intermediate conclusions:

1. The current economic security provi-
sion model of industrial development, used 
in Russia, is the object of criticism, but in the 
scientific literature it is not described and not 
systematically characterized. Some elements 
of this model or some decisions of economic 
authorities are criticized. Thus, it is not possi-
ble to talk about the inefficiency of the existing 
model and the need to apply amendments and 
changes. Some authoritative scientists (Ivant-
er, 2016; Korobeynikov, 2013; Makarov, 2013; 
Nekiplov et al., 2013) point to the lack of a 
model of economic growth in Russia as such. 
However, in our view, this is not entirely true, 
and the model should be identified, as well as 
its key characteristics.

2. The set of anti-crisis measures proposed 
by the liberal economic scientific community 
is not complex and does not answer a number 
of fundamental questions. In particular, there 
are no scientifically based conclusions about 
the relationship between the level of develop-
ment of a fairly abstract market infrastructure 
and the specific economic growth of Russia in 
a certain perspective. Even more abstract from 
the macroeconomic point of view are such con-
cepts as market freedoms, business security, 
small business development, deregulation. At 
the same time, it is obvious that market infra-
structure, business security, reduction of cor-
ruption are important conditions for national 
economic security and industrial development. 
However, it is impossible to draw up a plan for 
medium – and long-term development, espe-
cially to form a macroeconomic growth model, 
using the above parameters.

3. The model of economic growth formed 
within the framework of academic science 
is largely more capacious and justified. It is 
based on specific parameters, takes into ac-
count foreign economic and political chal-
lenges, as well as threats. At the same time, 
despite all the positive features of this model, 
it is not accepted as a basis and continues to be 
considered as an alternative. In our opinion, 
the country’s leadership reasonably fears that 
large-scale investment resources will fall not 
into the real sector, but into the open financial 
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market, which will cause a new series of mar-
ket externalities. Any monetary issue, intend-
ed for the direction of the business entities via 
banking institutions, which can be dissolved 
in these institutions. 

At the same time, despite a number of 
debatable components of the liberal econom-
ic model, some of its provisions answer the 
requests on ensuring the efficient use of the 
target emission resources. It requires the appli-
cation of elements of a liberal model, which im-
plies reliance on strong mechanisms of market 
self-control, competition and self-regulation, 
which would be provided by the relevant mar-
ket infrastructure. However, to date, there are 
no such market institutions. And schemes of 
their creation and development in the literature 
is not described.

Thus, the further solution of the following 
tasks is promising: identification of the exist-
ing Russian economic security provision mod-
el of industrial development; study of foreign 
experience of functioning of various models of 
economic security and implementation of ap-
propriate cross-country comparisons. Consid-
eration of this experience in the modification of 
the Russian economic security provision model 
of industrial development; development of sys-
tems and mechanisms for effective manage-
ment of resources of the target monetary issue 
at the regional level and at the level of business 
entities.

Analysis of economic security  
provision models 

This part of research is devoted to anal-
ysis of economic security provision models of 
industrial development, that are used in Rus-
sia, Countries of Community of independent 
states (Hereinafter – CIS countries) and En-
glish-speaking countries of G-20 with a suf-
ficient part of commodities sector in national 
economies.

The scientific literature often mentions 
the assumption of the absence of any economic 
security provision model of industrial devel-
opment in Russia. The researchers in this case 
proceed from the fact that the policy imple-
mented by the economic authorities is charac-
terized by unsystematic and ineffective. In our 

opinion, this is not true, and the Russian Feder-
ation has a specific model of economic growth.

The analytical study was aimed at deter-
mining the key features and characteristics of 
the economic security provision model of in-
dustrial development used in Russia. Research 
was based on the hypothesis that this model is 
not unique and is used in other countries. At 
the same time, we assumed that confirmation 
of this hypothesis by finding countries with 
similar macroeconomic characteristics would 
be incomplete. A higher level of substantia-
tion of the hypothesis is that systemic ineffi-
cient model of economic growth in Russia can 
be achieved by finding the same homogeneous 
group of countries with significantly different 
(or opposite) macroeconomic policies.

Our hypothesis was formulated as follows. 
Russia and the CIS countries are implement-
ing the same model of economic growth, which 
is not effective and has a negative impact on 
the development of these countries. As the CIS 
countries for the analysis we have chosen the 
nearest neighboring countries (CIS member 
States) with the most developed economies 
(Belarus, Ukraine, Kazakhstan).

In case of confirmation of the hypoth-
esis and finding common elements of the ap-
plied model of economic growth, we consider 
it appropriate to check the availability of an 
alternative model on the basis of statistics of 
the English-speaking countries of G-20 with 
a sufficient part of commodities sector in na-
tional economies (United Kingdom, Australia, 
Canada and the United States). The choice of 
these countries is due to the fact that three of 
them (the United Kingdom, Canada and the 
United States) are part of the G7, which is con-
sidered the club of the most highly developed 
countries. Australia – a country close to the 
standard of living with the rest of the analyzed 
countries, is part of the G20 and implements 
economic policy within the framework of the 
model traditional for the countries of the Brit-
ish Commonwealth. It should be noted that de-
spite the high level of economic development 
in the researched group countries, raw mate-
rials and energy sector is one of the main and 
plays an important role in the formation of the 
General Fund of gross production (Table 1). In 
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our opinion, these circumstances make it rea-
sonable to compare the macroeconomic policy 
of Russia and these countries in the sphere of 
industrial development provision.

Raw materials industries in Australia 
have continued to increase their share of gross 
value added since 1990. on the peak of world 
commodity prices Raw materials industries 
share reached 9.4% in 2011 and 9% in 2012. 
The decline in world prices for raw materials 
reduced this indicator to 6.8 % in 2015, which 
corresponded to the level of 2006. Extraction 
of minerals in Australia and Russia, since 
2011, occupies a similar position in the national 
structure of gross value added.

Extraction of minerals in Canada account-
ed for 49% of gross production in 2008, 41% 
in 2008 and 22% in 2015. This also indicates 
a significant impact of oil and gas (and other 
raw materials) revenues on the economy of this 
country. Offshore energy projects have contrib-
uted significantly to the General profit Fund of 
the British non-financial sector for many years. 

As can be seen from the Table. 1. the 
commodity sector plays a significant role in 
the economies of many developed countries. 
At the same time, the level of dependence of 

Australia, Canada and the United Kingdom on 
minerals Extraction, makes it possible to talk 
about the comparability of these countries with 
Russia on the impact of the commodity sector 
on the overall welfare and economic develop-
ment processes.

Minerals form the resource base for in-
dustries and form investment funds for new 
equipment buying. The primary analysis of the 
dynamics of growth rates of nominal GDP of 
all analyzed countries showed a very close re-
lationship between these processes in Russia, 
Ukraine and Kazakhstan. The correlation coef-
ficient of growth rates of nominal GDP of these 
countries (2002 – 2015) was in the range [0.84; 
0.91]. The correlation coefficient of growth 
rates of nominal GDP of Russia, Ukraine, 
Kazakhstan and researched G-20 countries 
(2002 – 2015) was in the range [0,5; 0,7]. The 
growth rate of nominal GDP of Belarus was 
weakly correlated with similar data of other 
analyzed countries. 

The data on the interest rates of Bank reg-
ulators and commercial banks, as well as the ef-
ficiency of economic activities of non-financial 
economic entities in the Russian Federation, 
Belarus, Ukraine and Kazakhstan is presented 

Table 1. Raw materials industries in the structure of gross production of Russia, Saudi Arabia,  
CIS countries and English-speaking countries of G-20

2002 2005 2008 2009 2010 2011 2012 2013 2014 2015

Mining, oil and gas production in the 
structure of Canada’s GDP 27% 38% 49% 31% 38% 42% 34% 35% 31% 22%

Oil and gas industry in the gross oper-
ating profit of the non-financial sector of 
the United Kingdom

11% 11% 12% 10% 11% 13% 11% 9% 6% 3%

Extraction of minerals in the structure of 
the gross value added of Australia 5% 5% 7% 9% 7% 9% 9% 8% 8% 7%

Extraction of minerals in the structure of 
gross value added of Russia 10% 13% 10% 10% 10% 11% 10% 9% 10% 9%

Oil and gas sector in Saudi Arabia’s GDP 37% 50% 55% 41% 45% 51% 50% 46% 42% 27%

Source: Australian Bureau of Statistics. Key Economic Indicators. Available at: http://www.abs.gov.au/AUSSTATS/
abs@.nsf/mf/1345.0?opendocument
Statistics Canada. Economic and financial data. Available at: https://www.statcan.gc.ca/eng/subjects/economic_ac-
counts
Office for National Statistics. National accounts. Available at: https://www.ons.gov.uk/economy/nationalaccounts
General Authority for Statistics. Kingdom of Saudi Arabia. Statistical Manuals and classifications. Available at: https://
www.stats.gov.sa/en#
Federal state statistics service. National accounts. Available at: http://www.gks.ru/wps/wcm/connect/rosstat_main/
rosstat/ru/statistics/accounts/
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on Fig. 1. A characteristic feature of Russia, 
Belarus and Ukraine is that the discount rate of 
the banking regulator, for the vast majority of 
observation periods in these countries, exceeds 
the level of profitability of enterprises in the 
economy. The only exception is Kazakhstan, 
where a similar situation was observed for the 
first time in 2015 This trend is especially evi-
dent in the case of Russia and Ukraine, where 
inequality is clearly observed: the profitability 
of enterprises ˂ the refinancing rate ˂ the rate 
of commercial banks on loans. In the analyzed 
period, the profitability of enterprises in Be-
larus during five years exceeded the discount 
rate of the National Bank and twice exceeded 
the cost of loans, however, in our opinion, ba-
sically, the trends that were observed in Russia 
and Ukraine are quite similar to the Belarusian. 
Note that based on the data presented on Fig. 2. 
in the English-speaking countries of the G-20 
can be observed a diametrically opposite situ-
ation. 

In these countries, we can talk about a 
similar model, where there is a diametrically 
opposite inequality: the profitability of enter-
prises ˃ the rate of commercial banks on loans 
˃ the refinancing rate. It should be noted that 
high Bank loan rates, which largely depend on 
the policy of Bank regulators, do not allow en-
terprises to Finance current operations. 

Accordingly, there are no resources to 
ensure the investment development of enter-
prises. High interest rates, which determine 
the price of money over time, contribute to the 
inflationary component. Thus, the tightening of 
monetary policy in the country leads not to a 
decrease in monetary inflation, but to cost in-
flation. Obviously, the cost of a Bank loan de-
pends not only on the discount rate of the Bank 
regulator. Much depends on the consumer price 
index, the stability of the national currency, the 
level of critical dependence on imports, etc. 
However, we adhere to the point of view that 
trust all of the above parameters (including in-
flation) on invisible forces of the market, which 
in the classical monetarist theory always tends 
to the optimum – is a strategic omission.

Accordingly, all parameters of macroeco-
nomic planning can be subject to regulation. 
It should also be noted that Russia, unlike 

Ukraine and Belarus, is critically independent 
of energy imports and a wide range of other 
goods, which in General distort the structure of 
foreign trade operations, puts pressure on the 
balance of trade and payments, which subse-
quently increases inflation and does not allow 
to weaken monetary policy.

On the contrary, in the situation of a 
completely deformed structure of foreign 
trade, significant external debt, etc., the mac-
roeconomic parameters of Ukraine were very 
similar to the Russian ones, and the graphs of 
the growth rate of nominal GDP until 2014 
were almost the same. At the same time, the 
relative investment activity (the ratio of cap-
ital investment and GDP) in Ukraine in the 
average for 2002 – 2015 was higher by 3.5% 
than in Russia. Note also the close relation-
ship between the consumer price growth in-
dices in Russia and Ukraine in 2002 – 2015 
(correlation Coefficient – 0.83). There was no 
close connection between the consumer price 
growth indices in Russia and other analyzed 
countries.

The results of the implementation of the 
Russian model of industrial development, in 
our opinion, cannot be defined as positive. 
Maximum capacity utilization in Russia was 
observed in pre-crisis 2008 and amounted to 
67.5%. The average rate of 2009 – 2016 was 
61.5%. While in Germany, Sweden, Austria and 
the United Kingdom this figure is 80-90% (data 
2000 – 2011). The depreciation ratio of fixed as-
sets in the Russian mining and manufacturing 
industry, after a decline in 2008-2009, began 
to grow steadily and is, respectively, 53% and 
45% in 2014. High interest rates make it im-
possible to update the fixed asset fleet and load 
existing funds. Russian producers are isolated 
not only from long-term money, but also from 
short-term financing.

Thus, the practice of strict monetary reg-
ulation of the economy, mediated primarily by 
inflation targeting, is a fairly common prac-
tice for the CIS countries. Russia, like other 
neighboring countries, uses a model aimed at 
reducing the price growth index by increasing 
interest rates. It is worth noting that in the stud-
ied foreign countries, whose economies are 
comparatively dependent on the commodity 
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Fig. 1. Interest rates of Bank regulators and commercial banks, efficiency of economic activities 
of non-financial economic entities in the Russian Federation, Belarus, Ukraine and Kazakhstan

Sources: Federal state statistics service. National accounts. Available at: https://rosstat.gov.ru/accounts
State statistics service of Ukraine. National rahunki. Available at: http://www.ukrstat.gov.ua/

National statistical Committee of the Republic of Belarus. National accounts. Available at: https://
www.belstat.gov.by/ofitsialnaya-statistika/realny-sector-ekonomiki/natsionalnye-scheta/

Ministry of national economy of the Republic of Kazakhstan. Dynamics of the 
main socio-economic indicators. Available at: http://stat.gov.kz/faces/homeP-
age/homeDinamika.pokazateli?_afrLoop=11044241098492838#%40%3F_afr-

Loop%3D11044241098492838%26_adf.ctrl-state%3Dw7nos1k3p_37
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Fig. 2. Interest rates of Bank regulators and commercial banks, efficiency of economic activ-
ities of non-financial economic entities in Australia, Canada, United Kingdom and USA

Source: U.S. Department of Commerce. Economic indicators dashboard. Available at: 
https://www.commerce.gov/data-and-reports/economic-indicators/dashboard

Australian Bureau of Statistics. Key Economic Indicators. Available at: http://
www.abs.gov.au/AUSSTATS/abs@.nsf/mf/1345.0?opendocument

Statistics Canada. Economic and financial data. Available at: https://
www150.statcan.gc.ca/n1/en/subjects/economic_accounts

Office for National Statistics. National accounts Available at: https://
www.ons.gov.uk/economy/nationalaccounts
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sectors, a softer monetary policy is used, which 
does not contribute to the demonetization of 
the economy. Maintaining a situation in which 
Bank loan rates consistently exceed the prof-
itability of enterprises will only contribute to 
an increase in the level of depreciation of fixed 
assets and the accumulation of the backlog of 
the Russian economy from the economies of 
other countries.

Conclusion and future work
The scientific novelty of the study is deter-

mined by the results of testing the hypothesis 
that there is a similar economic security pro-
vision model of industrial development for the 
CIS countries, which is determined by the pres-
ence of correlating macroeconomic indicators, 
their dynamics and ratios. The justification for 
the existence of such a similar economic secu-
rity provision model of industrial development 
for the group of the studied countries is based 
on the identification of an alternative and more 
effective model used in the group of the studied 
English-speaking G-20 countries. Note that the 
share of the commodity sector of the economy 
of the studied foreign countries is comparable 
with similar Russian indicators. The choice 
of foreign countries with these parameters of 
the commodity sector of the economy was de-
termined by the need to exclude the factor of 
exports of raw materials from the parameters 
of economic growth. Thus, the article proves 
the existence of a common economic security 
provision model of industrial development for 

CIS countries, which has a disincentive effect 
on their national economies. The main result 
of the study is revealed in the following pro-
visions:

1. Effective development of Russia requires 
an integrated approach to the implementation 
of the relevant functions of public administra-
tion of the economy. Such an approach should 
take into account the needs of the growth of 
monetization of the economy on the basis of 
target emission programs, as well as the intro-
duction of mechanisms of strict state regulation 
in areas that are sources of potential instability. 
At the same time, it is necessary to take into ac-
count the opinion of the supporters of the tight 
monetary policy of the state, indicating the pri-
ority of the development of market institutions 
and infrastructure.

2. In Russia and CIS countries, an inef-
ficient economic security provision model of 
industrial development is used. It constrains 
(and/or complicates) all efforts to organize and 
increase domestic industrial production. This 
is particularly clear when compared with sim-
ilar macroeconomic indicators in Ukraine. In 
foreign countries, an alternative model is used, 
in which the diametrically opposite monetary 
policy is implemented.

3. In the future, it is promising to study the 
models of the investment process in the stud-
ied groups of countries. In particular, we are 
talking about the features of the organization 
of the investment process, directions of invest-
ment and sources of investment resources.
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Модели обеспечения экономической безопасности  
национального промышленного развития  
(исследование на примере России, постсоветских стран  
и англоязычных стран G-20)

А.В. Родионов, Г.Б. Андреева, Н.В. Байдова
Академия права и управления Федеральной службы  
исполнения наказаний России 
Российская Федерация, Рязань

Аннотация. Основной научный результат данной работы состоит в совершенство-
вании существующих научных положений в сфере государственного управления 
экономическим ростом на национальном уровне. Обосновано существование двух 
моделей экономического развития, которые применяются в странах СНГ и разви-
тых странах дальнего зарубежья. Раскрыты ключевые особенности и характеристи-
ки функционирования данных моделей.
Работа основана на комплексном использовании ряда методов научного позна-
ния, в т.ч. методов анализа и абстракции, исторического и логического подходов, 
методов дедукции и индукции; графического и статистического методов, а также 
системного метода. В качестве информационной базы исследования были исполь-
зованы труды ведущих российских и зарубежных ученых в этой сфере, а также 
данные официальной статистики России, Украины, Белоруссии, Казахстана, США, 
Канады, Австралии, Великобритании, Саудовской Аравии. В основу исследования 
была положена гипотеза о наличии сходства моделей экономического роста России 
и других стран СНГ, а также о существенном отличии данной модели от аналогов, 
используемых в развитых стран дальнего зарубежья.
Доказано, что экономический рост в странах дальнего зарубежья в значительной 
мере определяется сохранением стабильных соотношений эффективности наци-
ональной экономики и процентных ставок на рынке капитала. Заслуживает вни-
мания и то, что сырьевая доля в валовом производстве развитых стран является 
сопоставимой с соответствующими показателями в России. В работе проведено 
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сравнительное исследование монетарной политики стран СНГ и дальнего зарубе-
жья, определены особенности ее влияния на инвестиционный процесс и экономи-
ческий рост в долгосрочной перспективе.

Ключевые слова: промышленное развитие, инвестиции, монетизация, процентная 
ставка, национальная экономика.

Научная специальность: 08.00.05 —  экономика и управление народным хозяйством.
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Introduction 
The article presents the results of an inter-

disciplinary research of socio-economic and 
socio-cultural factors that affect the quality and 
dynamics of human capital at the level of indi-
vidual territories on the example of the Yenisey 
Siberia macroregion (Krasnoyarsk Krai, the 
Republics of Tyva and Khakassia).

Two types of non-linear index measure-
ments have been used to compare significance 
of individual socio-economic and socio-cultur-
al factors at the regional and sub-regional level:

Greenberg A Index (Greenberg, 1956), 
also called the Gini-Simpson Index (Gini, 
1912; Simpson, 1949); 

a one-parameter class of degree indexes 
(Davydov, Weber, 2016), which includes the 
Greenberg A Index as a special case with a pa-
rameter value of α = 2, but which allows, unlike 
the Greenberg A Index, to capture finer effects 
of heterogeneity by endogenously varying the 
estimation of the degree of data inhomogeneity 
(Davydov& Krutikov& Vorontsova 2019). 

In order to determine the direction of hu-
man capital development in the macroregion, 
the study assessed the sensitivity of the human 
capital index and the dynamics of human cap-
ital.

This interdisciplinary research is based 
on both official statistical information and data 
from mass surveys and focus groups. 

Having conducted the survey in the 
Yenisey Siberian territories, we used the re-
sults to evaluate satisfaction with the quality 
of life, being one of the leading parameters for 
the long-term dynamics of human capital. At 
the same time, we assessed the prospects for 
migration and demographic changes in the 
Yenisey Siberian macroregion.

Theoretical framework 
The study is based on the concept of hu-

man capital, which determines the view of 
the population as a limited, specific resource 
for the economy. The relevance of human re-
sources increases with the transition to 5th-6th 
techno-economic paradigm (Mankiw, Romer, 
Weil, 1992; Aghion, Hovitt, 1998; Lucas, 1988).

Despite the variety of approaches to the 
definition of human capital (see: Zemtsov, 

Smelov, 2018; Angrist, Djankov, Goldberg, 
Patrinos, 2019; Gemmell, 1996; Ghislan-
di, Sanderson, Scherbov, 2019; Greenwood, 
1997; Kraay, 2018; The Human Capital Proj-
ect 2018…; OECD) researchers agree that the 
resource potential of the population from the 
point of view of social and economic develop-
ment is determined by such external factors 
as education, health, and the external envi-
ronment. Recent research has focused on the 
role of health and education in the formation 
of human capital reserves (The Global Human 
Capital Report 2017…, 2017; The Human Cap-
ital Project 2018…, 2018; Valeroa, Reenenb, 
2019; Korshunov, Gaponova, Gaponova, 2019; 
Kelchevskaia, Shirinkina, 2019; Agarkov, San-
dler, Sushchenko, 2018; Kliachko, Semiono-
va, 2018). The authors emphasize the role of 
continuing education, development of project 
skills and adaptive abilities in the formation 
of human capital in the digital economy and 
the importance of creating conditions for the 
capitalization of human resources in modern 
Russia. The task is to determine the reserve of 
human capital and to build long-term forecasts 
of the territory’s development on this basis.

The problem of measuring and evaluating 
human capital with the purpose of forecasting 
social and economic development of the mac-
roregion arises from a number of contradic-
tions:

– a component in the structure of the hu-
man capital that requires both quantitative and 
qualitative methods of collecting and process-
ing information;

– the value of human capital depends not 
only on the rational (external) factors, which 
are the traditional scope of work for econo-
mists, but also on the irrational (internal) fac-
tors;

– territorial authorities focus on objec-
tive (external) factors of quality of life, which 
are factors of creation and development of hu-
man capital (for example, education, health 
care, the state of the labour market), while the 
population concentrates on subjective (inter-
nal) factors of quality of life, making decisions 
on the development of their resource potential 
and opportunities for its realisation in a partic-
ular territory;
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– high heterogeneity of the territories 
of the resource macroregions of the Russian 
Federation against the background of the need 
for a comparative analysis of the human cap-
ital indices on the territories of the macrore-
gion.

Approaches to measuring and evaluating 
human capital were covered in many works 
(Greenberg, 1956; Doyle, Harmon, Heck-
man, Tremblay, 2009; Weber, Davydov, 2015, 
Davydov& Krutikov& Vorontsova, 2019; 
Vorontsova, Khasan at all, 2017). Abundant 
applied researches on describing and quan-
tifying human capital (Angrist at al., 2019; 
Dhongde, Haveman, 2015; Index Creative, 
2016; Index Far East, 2018; Kraay, 2018) use 
the principle of linear aggregation of quanti-
tative measurements of various factors at the 
level of individual “blocks of factors”, or at 
the level of the whole set of factors included 
in the index, which in turn generates a num-
ber of problems and necessitates seeking for 
their solution (Davydov, Krutikov, Vorontso-
va, 2019).

The present study uses the OECD defi-
nition, which defines human capital as “the 
knowledge, skills, competencies and attributes 
embodied in individuals that contribute to the 
personal, social and economic well-being of 
people” (Davydov, Krutikov, Vorontsova, 2019; 
The Well-Being of Nations…, 2001). This is a 
comprehensive definition which is in line with 
the research objective, i.e. to assess the appli-
cability of a modification of the human capital 
index. Taking into account the heterogeneity of 
the Yenisey Siberian regions, the calculations 
shall reveal the human capital level (stock) and 
the impact of social and cultural diversity on 
innovative development.

Methods 
The approach developed by Center for 

the Study of Diversity and Social Interactions 
of New Economic School (NES) (see Report, 
2019) was used to choose the method of assess-
ing the level (indicator) of human capital and 
the selection (inclusion) of individual indica-
tors (in order to describe such a syncretic con-
cept). There have been formulated endogenous 
indicators used in building the human capital 

level index for further assessment of the quality 
of life in individual regions within the country. 
These indicators are enlisted below:

1. Degree of data aggregation, data volume 
and structure, quality of the set of socio-eco-
nomic, demographic, socio-cultural and other 
indicators which are available for analysis.

2. New horizon of assessment: current lev-
el (“stock”) of the human capital or its potential 
for long-term development.

3. Conditions for joint or independent con-
sideration of human capital and other complex 
(integral in terms of construction) target indi-
cators, such as, for example, living standards 
or quality of life. 

4. Identifiable internal, direct or indirect 
interconnectedness (correlation) of individual 
indicators which may be included in the human 
capital index.

5. Degree of heterogeneity of statistical 
data at different levels of aggregation. 

The present article uses the human capital 
stock (level) index  developed by Center for 
the Study of Diversity and Social Interactions 
NES on the basis of these works (Weber, Davy-
dov, 2016; Greenberg, 1956; Simpson, 1949). 

, (1)

where νi,t – values of separate indicators i 
(i = 1,…, n) at the moment t  

(t = 0,1,2,…);
whereas parameters α1(t) of degree of each mul-
tiplier represent the so-called “switching func-
tion”:

. (2)

Next, based on the use of multi-dimen-
sional statistical and correlation methods at the 
sub-regional level, including a dual approach 
of cluster analysis technology, previously test-
ed applied methods for assessing the diversi-
ty of Russian regions, also those specified as 
part of the activities of the Center for the Study 
of Diversity and Social Interactions (Sotsio-
kul’turnye faktory…, Sotsiokul’turnye faktory 
innovatsionnogo…, 2017), we made a list of 
indicators needed to assess human capital as 
applied to the analysis of the Yenisey Siberian 
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macroregion at the sub-regional, regional and 
macroregional levels (Table 1). 

For the purposes of long-term forecast-
ing and within the context of human capital 
measurement and evaluation, it is advisable 
to supplement the statistical evaluation with a 
subjective assessment of the well-being of the 
population as a critical factor in the formation 
and development of the territory’s human cap-
ital. Behaviour and well-being are linked to 
each other. The model of complex assessment 
of well-being should include external and in-

ternal contours of factors with balance charac-
teristics (Vorontsova, Khasan, Novopashina, 
2015).

External factors include the level of social 
and economic development of the territory, the 
state of health care, education, culture and so-
cial services provided to the population, char-
acteristics of housing conditions and the labour 
market.

Internal factors consist of self-evaluation 
by the group of its ability to demonstrate civ-
ic-mindedness, personal experience, subjective 

Table 1. Types of indicators for the analysis of human capital stock  
(based on materials of the first phase of the study)

In
di

-
ca

to
r Analysis

Subregional Regional

M
ai

n 
in

di
ca

to
rs – average number of the employed during 

the period;
– level of recorded unemployment

– number of people in a region;
– share of the employed people who have higher edu-
cation;
– level of unemployment

A
ux

ili
ar

y

– average monthly salary of employees in 
the list of certain organisations, as well as the 
same indicator for small businesses, micro- 
and medium-sized organisations;
– average monthly cash income per capita;
– the consolidated budget own revenues

– gross regional product per capita;
– average cash income per capita

R
el

at
ed

 in
di

ca
to

rs

– fixed assets at full book value;
– profit of profitable organizations 

Indirect factors:
– number of recorded crimes per 100,000 people;
– sum of the number of theatregoers (per 1,000 peo-
ple) and the number of museum visits (per 1,000 peo-
ple);
– total number of patents issued for inventions and 
utility models, per 100,000 people.
For the indicator that defines development potential:
– sum of indicators “number of university students 
per 10,000 inhabitants”, “number of faculty per 100,000 
inhabitants” and “number of postgraduate students per 
1 million inhabitants”

H
um

an
  

ca
pi

ta
l 

in
de

x 
H

lg(E) + lg(1–U) + lg(W) + lg(Y)1 lg(N) + lg(1–U) + lg(C)/3 + lg(P) + lg(Y)2

1 Where E – the average number of the employed people (in thousands), U – registered unemployment rate (in fractions 
that supplement the value to one), W – the average monthly salary of employees in the list of certain companies (in 
thousand roubles, adjusted for inflation in dynamics), Y – the average monthly cash income per capita (in thousand 
roubles, adjusted for inflation in dynamics). 
2 Where N is the population of the region (in mln people), S is the share of the employed population with higher edu-
cation, U is the unemployment rate (in fractions that supplement the value to one), C is the sum of the number of the-
atregoers (per 1,000 people) and the number of museum visits (per 1,000 people), P is the sum of indicators “number of 
university students per 10,000 people”, “number of faculty per 100,000 people” and “number of postgraduate students 
per 1 million people”, Y is average cash income per capita (in thousands of roubles, adjusted for inflation in dynamics).
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Table 2. Dynamics of human capital in 2005-2017: logarithmic scale

Territories  
of the Kras-
noyarsk Krai

year

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

Achinsk 3,4 n/a n/a 3,5 3,5 3,5 3,6 3,6 3,6 3,6 3,6 3,5 3,5
Bogotol 2,5 2,5 2,6 2,9 2,9 2,9 2,8 2,8 2,9 2,8 2,8 2,7 2,7

Divnogorsk 2,7 2,8 n/a 2,9 2,9 2,8 2,8 2,9 2,9 2,8 2,8 2,8 2,8
Kansk 4,1 3,3 n/a 3,4 3,4 3,5 3,4 3,5 3,5 3,4 3,4 3,4 3,4

Kedrovy 1,6 1,7 1,6 1,7 1,8 1,8 1,8 1,9 2,0 1,9 1,9 1,9 1,9
Krasnoyarsk 4,6 4,7 4,7 4,8 4,8 4,8 4,9 4,9 4,9 4,8 4,7 4,7 4,7
Lesosibirsk 3,1 3,1 3,2 3,6 3,6 3,6 3,5 3,4 3,4 3,4 3,3 3,3 3,3
Minusinsk 2,8 3,0 3,2 3,3 3,3 3,3 3,4 3,4 3,4 3,4 3,3 3,2 3,3

Norilsk 4,7 4,7 4,7 4,7 4,8 4,8 4,8 4,9 4,9 4,8 4,8 4,8 4,8
Sosnovoborsk 2,2 2,5 2,6 2,6 2,5 2,6 2,7 2,9 2,9 2,8 2,7 2,8 2,7

Sharypovo 2,4 2,8 2,9 2,9 3,0 3,1 3,1 3,3 3,3 3,2 3,0 3,1 3,1
Boguchansky 2,7 2,8 2,9 3,0 3,0 3,1 3,2 3,2 3,3 3,3 3,4 3,4 3,3

Bolsheuluyskiy 2,7 2,8 2,9 2,9 2,9 2,8 2,8 2,9 2,9 3,0 2,9 2,9 2,9
Dzerzhinsky 1,6 1,9 2,0 2,1 2,1 2,1 2,1 2,2 2,2 2,1 2,2 2,1 2,1

Yemelyanovsky 3,1 3,2 3,3 3,4 3,1 3,2 3,2 3,4 3,5 3,4 3,4 3,3 3,4
Yeniseysky 2,3 2,4 2,6 2,7 2,6 2,7 2,7 2,7 2,7 3,0 2,9 2,8 2,8

Yermakovsky 2,0 2,2 2,2 2,4 2,4 2,4 2,4 2,5 2,5 2,5 2,5 2,5 2,5
Idrinsky 1,8 2,0 2,1 2,2 2,2 2,2 2,2 2,3 2,3 2,3 2,3 2,2 2,3
Ilansky 2,6 2,8 2,8 2,9 2,8 2,9 2,9 2,9 3,0 2,9 2,9 2,8 2,9

Irbeysky 1,7 1,9 2,1 2,2 2,2 2,2 2,3 2,3 2,4 2,3 2,2 2,2 2,2
Kazachinsky 1,9 2,0 2,1 2,0 2,0 2,0 2,0 2,2 2,3 2,2 2,1 2,1 2,2

Kansk 2,0 2,2 2,3 2,3 2,3 2,4 2,4 2,4 2,5 2,4 2,4 2,4 2,4
Karatuzsky 1,8 2,0 2,1 2,1 2,1 2,1 2,1 2,2 2,3 2,2 2,3 2,2 2,2
Kezhemsky 2,7 2,9 3,1 3,2 3,2 3,2 3,3 3,3 3,3 3,2 3,0 3,0 3,0
Motyginsky 2,4 2,4 2,8 2,9 2,8 2,9 2,9 3,0 3,1 3,0 3,0 3,0 3,0

Sukhobuzimsky 2,2 2,3 2,4 2,5 2,5 2,5 2,5 2,5 2,6 2,5 2,4 2,4 2,4
Taimyr

(Dolgano-Nenets) 3,6 3,7 3,7 3,7 3,8 3,8 3,8 3,8 3,8 3,8 3,8 3,8 3,8
Taseevsky 1,7 2,0 2,1 2,2 2,2 2,2 2,1 n/d 2,2 2,1 2,1 2,1 2,1

Turukhansk 2,5 2,9 3,0 3,4 3,5 3,7 3,7 3,9 3,8 3,8 3,7 3,7 3,7
Tyukhtet 1,6 1,8 2,0 2,0 2,0 2,0 2,0 2,0 2,1 2,0 2,0 1,9 2,0

Sharypovsky 2,6 2,6 2,6 2,6 2,5 2,6 2,6 2,8 2,9 3,1 2,9 2,8 2,8
Shushensky 3,5 2,5 2,6 2,8 2,8 2,8 2,8 2,8 2,9 2,8 2,7 2,6 2,6
Evenkiysky 3,1 3,2 3,3 3,3 3,4 3,4 3,3 3,3 3,4 3,4 3,5 3,5

Note: “n/a”: not enough data to make calculations.
Source: data of the state statistics.

attitude towards the ability to implement con-
sumer plans as well as “producer” ones, when 

members of the group are engaged in a partic-
ular area of activity. It is worth noting that in 
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the past citizenship was seen as political par-
ticipation. Now citizenship is seen as participa-
tion in social activities and openness of social 
opportunities. It literally means taking part in 
all kinds of social decisions.

Thus, the main indicators of correct and 
comprehensive characterization of human cap-
ital at the level of individual regions and the 
macroregion as a whole are the following: 

– Well-being (through social participa-
tion, creativity, position, love, illness, etc.) or 
lack of wellness; 

– Safety;
– Compliance with expectations 

(claims);
– Internal resources to overcome uncer-

tainty of threats.
It is advisable to use the following vari-

ables as independent: age, modality, aspira-
tions, and economic / demographic / social / 
activity factors. Here we needed to separate the 
factors that determine behaviour and the com-
bination of factors. In other words, we believe 
that objectified (external) factors and percep-
tions of them do not determine behaviour di-
rectly. Behaviour changes under the influence 
of internal factors, which in turn form person-
al resource opportunities for decision-making 
and the implementation of decisions.

Accordingly, every field of the well-being 
should be evaluated in the following areas:

availability (“How much is it available for 
me?”);

importance (“How important it is for 
me?”);

satisfaction (“How much am I satisfied 
with it?”);

relevance (“How much is it relevant for me 
at the moment?”)

opportunity to influence (“How can I in-
terfere in the situation, initiate the changes?”);

individual’s own prospects (“What are my 
prospects in this direction?”).

Results and discussion
To calculate indices at the macroregional 

level, we used aggregated (weighted average) 
values of indices obtained from regional data.

Thus, the human capital index developed 
within the project provides an opportunity 

to analyse the human capital dynamics at the 
sub-regional, regional and macro-regional lev-
els, to highlight positive and negative trends, 
and to plan additional social research to clarify 
the factors of influence.

For example, Table 3 shows a decrease in 
the human capital index in all subjects of the 
Yenisey Siberian macroregion. In the Kras-
noyarsk Krai and the Republic of Khakassia 
the human capital index has been falling since 
2017 at an accelerated pace (Fig. 1), mainly due 
to a decrease in the integral indicator “number 
of university students per 10,000 people; num-
ber of faculty per 100,000 people; number of 
postgraduate students per 1 million people”, 
meanwhile in the Republic of Khakassia the 
integral indicator “number of theatregoers and 
number of museum visits per 1,000 people” is 
also falling. The human capital level in the Re-
public of Tuva is generally low, the number of 
students and teachers in higher education has 
significantly decreased, but there is a positive 
trend in a series of other indicators, in contrast 
to the Republic of Khakassia and the Kras-
noyarsk Krai. 

Direct comparison of subjects due to their 
high heterogeneity is not sufficiently correct, 
so it is recommended to carry out calculations 
for 8 meso-regional clusters (Bukharova et al., 
2019): 6 clusters (Eastern, Western, Angarsky, 
Northern, Central, Southern) on the territory of 
the Krasnoyarsk Krai and 2 clusters in the ter-
ritory of the Republics of Khakassia and Tyva.

806 people from Yenisey Siberia took part 
in the survey for the purpose of testing the 
methodology, the sample was typical. 67.7% of 
respondents were women, the age of respon-
dents ranged from 13 to 64 years old (women 
under 63 years old), the average age was 25.4 
years (for women – 26.6 years, for men – 22.7 
years) and the median age was 22 years (for 
women – 23 years, for men – 20 years). The 
overwhelming majority of respondents live in 
cities. There were 4 people living in villages 
and 30 respondents living in urban-type set-
tlements. The majority of respondents have a 
higher education (40.2%) or incomplete high-
er education (21.85%). In general, the samples 
show on average lesser satisfaction with the 
level of cultural facilities, necessary education-
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Table 3. Dynamics of human capital index at regional level

Indicators and re-
sulting indices

Krasnoyarsk Krai Republic of Khakassia Republic of Tyva
2015 2016 2017 2018 2015 2016 2017 2018 2015 2016 2017 2018

Population (thousands of 
people) 2866 2875 2876 2874 537 537 538 536 316 318 322 324
Unemployment rate (%) 6.2 6.1 5.7 4.9 5.8 6.3 4.9 5.2 18.6 16.6 18.3 14.8
Sum of the number of 
theatregoers (per 1,000 
people) and the number of 
museum visits (per 1,000 
people) 940 931 940 929 900 879 903 747 258 236 293 286
Sum of indicators “num-
ber of university students 
per 10,000 people”, “num-
ber of faculty per 100,000 
people” and “number of 
postgraduate students per 
1 million people” 1179 1095 1021 810 420 392 366 307 499 438 354 287
Average cash income per 
capita (in thousands of rou-
bles) 27.1 21.3 28 30 20.8 21.5 21.2 21.6 15.3 21 14 15.6
Index 4.39 4.36 4.33 4.24 3.21 3.18 3.16 3.05 2.83 2.78 2.71 2.64

Source: data of the state statistics.

Fig. 1

al services and the comfort of the urban envi-
ronment compared to the declared importance 
(Table 4). 

The difference in assessments between 
the desired and actual states was 1.44 for eco-
logical safety, 1.36 for safety from crime, and 
1.35 for health, which is catastrophically high 
for a five-point scale (the minimum gap is 0.29 

points, which corresponded to assessing the de-
sired and actual state in relations with parents).

Conclusion
Within the scope of the problem set in the 

study of measuring and assessing human cap-
ital with the purpose to predict the social and 
economic development of the territory of the 
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macroregion, the following conclusions can be 
drawn from the results of the study.

The study of the available data for the in-
dicators’ selection was carried out at the first 
stage of the study in 2019 (Bukharova et al., 
2019; Davydov, Krutikov, Vorontsova, 2019). It 
used multidimensional statistical methods and 
correlation analysis, verification and testing of 
the models developed at the first stage of the 
project with new statistical data. The data col-
lected have proven their stability (robustness) 
within the existing structure, which allows 
researchers to use the proposed indices in the 
future.

At present, the structure and quality of the 
available statistical information required to cal-
culate the human capital index at the regional 
and subregional levels limit the possibilities for 
more detailed testing of the developed indices, 
as well as making possible adjustments. Along 
with this, the indicators selected for the cre-
ation of the human capital index are focused on 
a relative quantitative assessment of the stock 
and basically do not assess the quality of hu-
man capital (completely ignoring the indicators 
of social well-being of the population).

In this regard, in order to correctly as-
sess the current situation in the human cap-

ital sphere of the macroregion (primarily in 
the field of knowledge, abilities, skills, health 
status, pedagogical methods and educational 
programs), we consider it important to orga-
nize:

1) longitudinal (panel) study of house-
holds, being representative according to the 
identified clusters (8 clusters in the Yenisey 
Siberia);

2) representative annual survey of the 
population of the macroregion of the Yenisey 
Siberia for various aspects of well-being. The 
researchers shall assess not only social well-be-
ing, but also civic and existential well-being 
in relation to employment and the quality of 
working life.

The results of the study made it possible 
to design steps for modelling in the future the 
relationship between objective and subjective 
assessments of human capital.

To prepare and pursue a policy (of region-
al authorities or other development institution) 
to increase the level of human capital in such 
diverse regions as the Krasnoyarsk Krai, the 
Republic of Tyva and the Republic of Kha-
kassia, it is necessary to diversify goals and 
methods for each region (following the com-
mon goal for the macroregion Yenisey Siberia 

Table 4. Social well-being of the Yenisey Siberia residents

No. Indicator Availability Importance Satisfaction

1. Cultural objects (theatres, museums, exhibitions, cinemas) 3.905 3.996 3.63
2. Places of purchase of necessary goods (supermarkets, shop-

ping centers)
4.003 4.217 3.694

3. Spiritual life of society (religion, spiritual communities and 
others)

3.6 2.976* 3.384*

4. Specialized institutions for the rehabilitation/maintenance/
promotion of population’s health and physical development 
(hospitals, fitness centers, sanatoriums and other)

3.148 4.091 2.948*

5. Educational services required by the individual 3.399 4.179 3.278
6. Walkways, crossings (ease of travel in the city) 3.349 4.278 3.176
7. Public transport (ease of travel in the city) 3.334 4.26 3.132
8. Personal transportation (ease of travel in the city) 3.299* 3.915* 3.193*
9. Parking spaces (ease of travel in the city) 2.755* 3.871* 2.848*

Note: the average values of responses on a five-point scale are given, where 1 stands for “very bad”, 5 is “very good”. 
* More than 15% did not answer the question.
Source: survey data.
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as a whole), develop target indicators in cer-
tain areas and identify stakeholders who will 

be the drivers of strategy implementation at 
different stages.
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Оценка человеческого капитала макрорегиона  
на примере Енисейской Cибири

И.П. Воронцова, А.Р. Семенова, 
Л.К. Витковская, И.А. Дробышев
Сибирский федеральный университет 
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Abstract. Bahrain is considered the regional leader in the banking and finance sector. 
The e-wallet is one of the successful innovative services that was launched in 2017. The 
stage of identifying factors of the initial adoption of new technology is essential, but not 
enough as the technology provider company needs to focus on and understand the factors 
that affect the use and the continuity of use of e-wallet in order to maintain and sustain the 
user in the long term. A quantitative survey approach based on a 5-point Likert scale was 
used in this study. The sampling tool relies on the snowball and convenience sampling 
technique. The sample consisted of 660 users in Bahrain. The research used SmartPLS 
and SPSS software to analyze the collected data from the survey. The Structural Equation 
Modeling (SEM) was used to master the multiple relationships that exist between the four 
predictor variables [ease of use, compatibility, usefulness, and security], the satisfaction 
with e-wallet, continuous use of e-wallet and the demographical variables.
This study found that the four predictor variables are statistically significant and 
supportive. The compatibility variable is the leading factor in the analysis. However, the 
study’s results indicated that the moderating variables were also found to be statistically 
insignificant.
The research findings contribute to the service providers and marketers with a clear 
understanding of the factors that affect the use of e-wallets and continuance use. Also, 
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1. Introduction
The growing number of smartphone users 

eventually would shift the mobile from being 
accessory to necessity. The user behavior is 
subjected to the new trends that come on the 
floor; individuals are attracted by technological 
advances that enable them to perform transac-
tions more comfortably and faster (Garrett et 
al., 2014). 

Although there are several approaches to 
encourage an individual to adopt new technol-
ogy, the decision to continuance use of technol-
ogy relies more on the post-adoption behaviour 
factors that affect the individual continuance 
intention to use something rather than on the 
initial adoption decision (Venkatesh & Thong, 
2012). In order to succeed and gain competitive 
advantage among others, the technology pro-
vider company needs to identify the benefits of 
the technology owned by an in-depth under-
standing of user behaviour (Tam, 2018; Bhat-
tacherjee, 2001b). According to Albashrawi & 
Motiwalla (2019), Manikandan & Chandramo-
han (2016), and Hsiao (2016), the technology 
provider company needs to focus primarily on 
understanding the continuance intention fac-
tors to widen their services, support and retain 
users in the long run.

The overall trend moves towards using 
electronic wallets (e-wallets) that allow secure 
storage of bank card information on the mobile 
to be used to complete different transactions 
such as paying bills, transferring funds, and 
shopping (Singh et al., 2017). Moreover, users 
can place any information in the mobile wallet, 
such as identification cards, student IDs, credit 
cards, debit cards, and driver licenses (Swilley, 
2010).

Globally, Apple Pay is the pioneer in 
e-wallet business that launched in 2014, fol-
lowed by Google Pay and Samsung Pay to en-
able users to pay to the shops (Dimitrii, 2018) 
securely. However, the forecasted adoption of 
the e-wallet was higher than the number of ac-
tual users (Webster, 2018). The number of us-
ers of smartphones is expected to increase by 
7% every year; China, India, and the US are 
the countries with the highest smartphone user 
scope – 1.3 billion, 530 million, and 229 mil-
lion users, respectively. Moreover, the mobile 

payment volume was expected to be one tril-
lion US dollars in 2019. Therefore, mobile com-
merce was expected to grow (statistics, 2016). 

According to Singh et al. (2017), Indian 
youth are attracted to e-wallet and prefer to use 
it more than paying in cash because they enjoy 
the use of new mobile technologies. The com-
petition is intense between the providers of the 
e-wallets service due to the low switching cost 
(Cao et al., 2018). Therefore, investigating the 
factors that affect the use and continuance use 
of e-wallet is important (Cao et al., 2018).

Bahrain is considered the regional lead-
er in the banking and finance sector (Benefit, 
2017). The global trend towards cashless mea-
sures has motivated the Kingdom of Bahrain 
to move forward and introduce the Electronic 
Fund Transfer System (EFTS) by the Benefit 
Company in 2015 (CBB, 2019). Nevertheless, 
the EFTS enables individuals to perform trans-
actions and provide fast and secure fund trans-
fer; the ability to pay bills immediately, almost 
with no mistakes, occurs throughout three ser-
vices available, which are Fawri+ Fawri and 
Fawateer (CBB, 2019). 

Kingdom of Bahrain is heading to become 
a Financial Technology (FinTech) centre in the 
region (CBB, 2019). In October 2017 Central 
Bank of Bahrain (CBB) established a FinTech 
unit to proceed towards FinTech, which is re-
sponsible for the quality of the services pro-
vided to clients, which include approval given 
to participants in the FinTech as well as mon-
itoring and supervision responsibilities. More-
over, the CBB has issued several guidelines, 
regulations policy, and a series of measures to 
regulate and facilitate the implementation of 
FinTech. The FinTech unit helps develop the 
existing financial environment by attracting 
national, regional, and international FinTech 
companies to the Kingdom of Bahrain (CBB, 
2019). 

One of the highlighted developments of 
FinTech is the successfully launched e-wallet 
in the Kingdom of Bahrain. The use of e-wal-
lets will change how individuals interact with 
money (CBB, 2019) as the physical cards and 
actual cash is replaced by e-wallets that en-
able users to settle their payments and transfer 
funds electronically by waving or scanning the 
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codes via smartphones. The digital society pro-
vides a network of connected and collaborated 
entities that are CBB, bank entities, telecom-
munication companies, shopping stores, and 
individuals (CBB, 2019). 

The below Table 1 is extracted from the 
Central Bank of Bahrain (CBB); it shows 
that the volume of transactions in the second 
quarter of 2018 increased from 0.166 million 
to almost 1.4 million in the second quarter of 
2019. The amount of value (BD) dramatically 
increased from almost BD 2.8 million in the 
second quarter of 2018 and almost reached BD 
66 million in the second quarter of 2019.

The significant growth in the quarterly 
volume of transactions, as well as the amount 
of value (BD) in 2019 compared to 2018, is due 
to the widespread acceptance in going cash-
less and the launch of e-wallets in 2017 (CBB, 
2019). 

The success of e-wallets in the Kingdom 
of Bahrain can be reviewed in numbers, for ex-
ample, BenefitPay, which is one of the e-wal-
lets in the Kingdom of Bahrain. The volume of 
transactions recorded in the first half of 2018 
was almost 12 thousand, while this volume 
reached 806 thousand in the first half of 2019. 
Moreover, the amount of value (BD) dramati-
cally increased from BD 0.7 million in the first 
half of 2018 to BD 55.2 million in the first half 
of 2019 (CBB, 2019).

According to CBB (2019), simple, quick, 
and easy to conduct transactions in one place 
is the reason for e-wallet usage growth. The 
e-wallet initiative is going to enhance user 
experience as the Kingdom of Bahrain is pro-
gressing towards the cash-less and card-less 
approach.

The e-wallet service activation is done by 
installing the application to the mobile set. It 
is followed by applicant registration, which re-
quires the name and phone number, copying 
the Postal Index Number (PIN) code, that is re-
ceived through Short Message Service (SMS), 
to the applicant, and entering card details in the 
application.

2. Literature Review
Based on the focus area presented in the 

introduction, e-wallet service is viewed as an 
innovative idea (Singh et al., 2017), and it was 
launched in the Kingdom of Bahrain by Ben-
efit company in May 2017 (CBB, 2019). In the 
Kingdom of Bahrain, payment solution ser-
vices continue to grow through expanding ser-
vices, upgrading the features, enhancing po-
sition in the market, and adding new services 
to e-wallet. For example, in 2019, VIVA and 
National Bank of Bahrain (NBB) amde a new 
partnership to launch a new service that would 
enable the user to withdraw cash from the STC 
wallet (STC, 2019).

Mobile payment services enable users 
to perform financial transactions anytime 
and anywhere, using their smartphone devic-
es (Tam et al., 2018; Chen & Wu, 2017). The 
mobile payment transactions that can be per-
formed in stores or even out stores consist of 
paying for purchasing goods and services, 
paying bills, and instantly transferring funds 
(Chen & Wu, 2017).

According to Cao et al. (2018), there are 
two types of mobile payment services con-
cerning the place of origin of the service. The 
first type of mobile payment service is the 
service that was already available on comput-

Table 1. Volume of Transactions in Bahrain

Period Volume Value (BD)

2018

Quarter 1 56,438 474,199
Quarter 2 165,869 2,795,996
Quarter 3 340,411 8,070,273
Quarter 4 571,939 18,072,712

2019
Quarter 1 955,540 31,899,530
Quarter 2 1,382,762 65,981,116
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ers such as AliPay.com, which become Ali-
Pay wallet on the mobile version. In contrast, 
the second type is mobile payment service 
that initially launched from mobile, such as 
WeChat payment, the social network service 
provider. In the Kingdom of Bahrain, bWal-
let is an example of the first type of mobile 
payment service that was already available on 
computers as batelco.com. However, Benefit-
Pay is an example of the second type of mobile 
payment service that was initially launched 
for the mobile devices. 

The mobile payment service is done via 
mobile devices or smartphones, and its charac-
teristics are discussed by (Chen & Wu, 2017). 
The prime instrument used is the smartphone 
device that enables making remote transactions 
anytime and anywhere by using e-wallets. The 
obstacles of mobile payment services include 
security issues and the availability of the nec-
essary devices to conduct the transactions in 
stores (Chen & Wu, 2017).

E-wallet is equivalent to the physical wal-
let that holds the money (Manikandan & Chan-
dramohan, 2016). It is defined as a virtual wal-
let that allows users to place any information in 
the mobile wallet, such as identification cards, 
student IDs, credit cards, debit cards, and 
driver licenses. In other words, secure storage 
includes personal information, bank informa-
tion, payment history, and shopping details on 
the mobile to be used to manage, review and 
complete different transactions such as paying 
bills, transferring funds, and shopping (Singh 
et al., 2017; Swilley, 2010).

The preference towards using an e-wallet 
is higher than that of the traditional method, 
and e-wallet is convenient to users as they are 
satisfied with the easiness of using e-wallet and 
the transaction speed (Singh et al., 2017). The 
key advantage of using the new advanced tech-
nology is that it allows users to access their fi-
nancial and perform transactions quickly. This 
was illustrated earlier in the Table 1, as there 
was significant growth in the volume of trans-
actions and the amount of value (BD) in 2019 
compared to 2018, the reasons mentioned by 
the CBB (2019) are the widespread acceptance 
in going cashless, and the launch of e-wallets 
in 2017.

The use of e-wallet seems to be attractive 
to users, and they prefer to use it instead of 
another mode of payment due to the facilities 
provided, such as promotional offers, loyalty 
points, cashback benefits, and alike (Singh et 
al., 2017). Also, individuals feel it more conve-
nient and efficient when using mobile payment 
instead of online payment (Cao et al., 2018).

The theory in the quantitative approach is 
defined as a group or set of interrelated depen-
dent and independent variables that shape the 
research hypotheses or propositions by defin-
ing the magnitude or direction of relationships 
between variables in order to explain specific 
phenomena (Creswell, 2013). 

Several models and theories investigate 
the continuance use of e-wallet such as the 
Technology Acceptance Model (TAM) and Ex-
pectancy-Confirmation Model (ECM), below 
is an in-depth discussion of the post-adoption 
theories and models.

There are many implementations of Tech-
nology Acceptance Model (TAM) in previous 
studies, Alaeddin et al. recognize it (2018) as 
the widely used model due to its simplicity 
(Kwateng, 2019; Farah et al., 2018; Tam et al., 
2018; Chen & Wu, 2017).

Initially, this model focuses on technology 
adoption as it was implemented by Akturan & 
Tezcan (2012). Also, TAM indicates the actual 
use, which is determined by consumer inten-
tion; Yuan (2016) implemented it. However, the 
implantation of TAM is very generic, as Alaed-
din (2018) applied TAM to examining the users 
switching intention and behaviour. Moreover, 
Chang et al. (2013) applied TAM to investigat-
ing continuance use. 

TAM was used in almost 67% of research 
studies published in 2017 (Alaeddin et al., 
2018). The number of studies that implemented 
TAM in examining the factors that affect the 
post-adoption usage concluded that the use-
fulness and ease of use are either directly or 
indirectly affect the post-adoption usage, espe-
cially in mobile banking. (Avornyo, 2019; Al-
bashrawi & Motiwalla, 2019; Yuan et al., 2016; 
Amin et al., 2012).

As shown in Fig. 1 above, the model con-
sists of perceived ease of use and perceived 
usefulness; these two constructs are serving 
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as a determinant of individual attitude and be-
havioural intention towards using the technol-
ogy (Venkatesh & Davis, 1996). This research 
incorporates the two primary constructs to 
gain a better understanding of the factors af-
fecting the continuance use of e-wallet.

Oliver (1980) developed a consumer be-
haviour model called Expectancy–Confirma-
tion Theory (ECT) that is commonly used to 
explain consumer satisfaction (Chou, 2013). 
According to Kumar (2018), ECT is an exten-
sion of the TAM model; it proves the ability to 
investigate the continuance use of the service 
or product. 

The ECM was recognized as the most 
suitable model to investigate the post-adop-
tion intentions and continuance usage to sus-
tain and retain users in the long term (Tam et 
al., 2018). Also, it is recognized as the dom-
inant model to investigate the continuance 
usage of mobile banking services (Avornyo et 
al., 2019).

In Expectancy–Confirmation Theory 
(ECT), consumer satisfaction is determined by 
both expectation and perceived performance. 
The confirmation is an indication of the degree 
to which the expectation is confirmed by com-
paring it to the performance (Chou et al., 2013). 

The Expectancy–Confirmation Model 
(ECM) was introduced in the spot of ECT by 
Bhattacherjee (2001a). The ECM is useful in 
understanding the continuance use factors in 
the technologies related to the mobile (Avornyo 
et al., 2019). Consumer satisfaction, as shown 
in Fig. 2 below, is determined by both per-
ceived usefulness and confirmation (Yuan et 
al., 2016).

The confirmation is the usage benefits that 
users expect to obtain through technology ex-

perience (Tam et al., 2018). The expectations 
and experience determine the user confirma-
tion of expectations. Thus, the positive effect 
on user satisfaction is determined by both the 
confirmation of expectations and the positive 
effect on the perceived usefulness. The con-
firmation of expectations is the usage benefits 
that users anticipate to gain; thereby, it posi-
tively affects the perceived usefulness and user 
satisfaction.

In the spotlight of the ECM model, this 
research adopts the relationships that exist in 
the model as follows: First, the direct relation-
ship between usefulness and continuance use. 
Second, the indirect relationship that exists be-
tween usefulness and continuance use through 
satisfaction. Last, the direct relationship be-
tween satisfaction and continuance use.

The theories were set together, the TAM 
was recognized as the generally used model 
(Alaeddin et al., 2018) and the ECM was rec-
ognized as the most suitable method to inves-
tigate the post-adoption intentions and contin-
uance usage (Tam et al., 2018; Kumar, 2018). 
The ECM assumes a change in initial expecta-
tions after adoption (Avornyo et al., 2019). 

The integration of both TAM and ECM 
has formed the bases, and they were extensive-
ly used to investigate the continuance usage 
intention (Avornyo et al., 2019; Albashrawi & 
Motiwalla, 2019; Yuan et al., 2016; Boakye, 
2012; Hong, 2006). However, TAM and ECM 
are functioning better when they are imple-
mented separately (Avornyo et al., 2019).

The ECM suggests that continuance use 
is governed by consumer satisfaction and per-
ceived usefulness and confirmation. However, 
the ECM is not comprehensive as more factors 
are affecting the continuance use (Yuan et al., 

Fig. 1. Technology Acceptance Model
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2016). TAM was integrated into the ECM to 
investigate more factors. Consequently, this 
research model and hypotheses were devel-
oped based on the integration of both TAM and 
ECM. 

This research employs satisfaction, use-
fulness, and ease of use to enhance the under-
standability of the main factors that affect the 
use and continuance use of e-wallet. Moreover, 
this research model introduces two new vital 
predictors, the security and the compatibility, 
along with demographic characteristics.

3. Research Model 
The study’s proposed model is based on 

the integration of both ECM and TAM. ECM is 
widely used to explain user satisfaction (Chou 
et al., 2013). In contrast, TAM is usually used 
for many purposes, such as explaining the 
adoption of technology (Alaeddin et al., 2018), 

indicating the actual usage (Yuan et al., 2016), 
and investigating continuance use of technolo-
gy (Chang et al., 2013).

The integration of both models was de-
signed to identify which of the below factors 
(Fig. 3) are influencing user satisfaction (actual 
usage) and continuance use of e-wallet in the 
Kingdom of Bahrain. The combination of ECM 
and TAM represents the variable relationships 
used to answer these research questions.

The extracted variables from the integra-
tion of ECM and TAM are the “ease of use,” 
“usefulness,” “user satisfaction,” and “contin-
uance use.” The “continuance use” is predict-
ed by the overall satisfaction level (Cao et al., 
2018; Kumar et al., 2018; Chou et al., 2013). The 
research model supports that satisfaction is a 
predictor of the “continuance use,” and there is 
a positive association between satisfaction and 
e-wallet continuance use.

Fig. 2. Expectancy-Confirmation Model

Fig. 3. Research Model
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Moreover, the addition of the two new 
constructs to this research model was aimed 
at testing the impact of the constructs on sat-
isfaction and continuance use of e-wallet. The 
two constructs are compatible, which is one 
of the essential factors when it comes to us-
ing technology (Bagla & Sancheti, 2018) and 
security constructs, which is the primary con-
cern and critical factor when it comes to deal-
ing with financial transactions (Kumar et al., 
2018).

The moderating demographic variables 
that consist of age, gender, educational quali-
fication and the employment status were added 
to the model. It is used to test the moderating 
role of user demographic characteristics in the 
relationship between the satisfaction concern-
ing the use of e-wallet and the four predictor 
variables (ease of use, compatibility, useful-
ness, and security). 

The research model is derived from the 
focused research objectives and research ques-
tions. The research model is presented below 
(Fig. 3).

4. Research Hypotheses 
After the stage of setting the research ob-

jectives, research questions, and the research 
model, the researcher formulates relevant hy-
potheses that initially explain the situation or 
interpret variables, or describe cause and effect 
relationships (McNabb, 2015). 

The research hypotheses below are devel-
oped based on the proposed research model 
that is under scrutiny. The research questions 
were presented earlier, based on the research 
objectives to identify the possible factors that 
significantly affect the use of e-wallets in the 
Kingdom of Bahrain, objectives were also pre-
sented in detail in the introduction. 

Research hypotheses were derived based 
on the research questions, research objectives, 
and research proposed model that is under 
scrutiny. The following hypotheses are given 
with a brief explanation for each.

H1: The ease of use of e-wallet directly af-
fects the participants’ satisfaction concerning 
the use of e-wallet.

The individual who finds the use of e-wal-
let straightforward is more satisfied to use it. 

This hypothesis assumes there is a significant 
direct effect of ease of use on the users’ sat-
isfaction. In other words, does ease of use of 
e-wallet has a significant direct role in deter-
mining the user level of satisfaction?

H2: The ease of use of e-wallet indirect-
ly affects the participants’ continuance use 
through the satisfaction concerning the use of 
e-wallet, as being a financial mediator.

An individual who finds the use of e-wal-
let straightforward intends to continue using 
e-wallets only if they are satisfied with it. This 
hypothesis assumes there is a significant indi-
rect effect of ease of use on the users’ contin-
uance use through users’ satisfaction level as 
a mediator. In other words, does ease of use of 
e-wallet has a significant indirect role in deter-
mining the user continuance use through satis-
faction as being a mediator? 

H3:  The compatibility of using an e-wal-
let directly affects the participants’ satisfaction 
concerning the use of e-wallet.

An individual who finds the use of e-wal-
let compatible and that it meets the new trends 
in lifestyle feels more satisfied. This hypothe-
sis assumes there is a significant direct effect 
of compatibility on the users’ satisfaction. In 
other words, does the compatibility of e-wallet 
have a significant direct role in determining the 
user level of satisfaction?

H4: The compatibility of using an e-wallet 
indirectly affects the participants’ continuance 
use through satisfaction concerning the use of 
e-wallet, as being a mediator. 

An individual who finds the use of e-wal-
let compatible and and that it meets the new 
trends in lifestyle intends to continue using 
e-wallets only if they are satisfied with it. This 
hypothesis assumes there is a significant indi-
rect effect of compatibility on the users’ contin-
uance use through users’ satisfaction level as a 
mediator. In other words, does the compatibili-
ty of e-wallet have a significant indirect role in 
determining the user continuance use through 
satisfaction as being a mediator?

H5: The usefulness of e-wallet directly af-
fects the participants’ satisfaction concerning 
the use of e-wallet.

An individual who finds e-wallet useful is 
more satisfied. This hypothesis assumes there 
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is a significant direct effect of usefulness on 
the users’ satisfaction. In other words, does the 
usefulness of e-wallet have a significant direct 
role in determining the user level of satisfac-
tion?

H6: The usefulness of e-wallet indirect-
ly affects the participants’ continuance use 
through satisfaction concerning the use of 
e-wallet, as being a mediator.

An individual who finds e-wallet useful 
intends to continue using e-wallets only if they 
are satisfied. This hypothesis assumes there is 
a significant indirect effect of usefulness on the 
users’ continuance use through users’ satisfac-
tion level as a mediator. In other words, does 
the usefulness of e-wallet have a significant in-
direct role in determining the continuance use 
through satisfaction as being a mediator?

H7: The security of e-wallet directly af-
fects the participants’ satisfaction concerning 
the use of e-wallet.

An individual who finds e-wallet secure 
and safe is more satisfied. This hypothesis 
assumes there is a significant direct effect of 
security on participant satisfaction. In other 
words, does the security of e-wallet have a sig-
nificant direct role in determining the user level 
of satisfaction?

H8: The security of e-wallet indirectly af-
fects the participants’ continuance use through 
satisfaction concerning the use of e-wallet, as 
being a mediator.

An individual who finds e-wallet secure 
and safe intends to continue using e-wallets 
only if they are satisfied. This hypothesis as-
sumes there is a significant indirect effect of 
security on the users’ continuance use through 
users’ satisfaction level as a mediator. In oth-
er words, does the security of e-wallet have a 
significant indirect role in determining the user 
continuance use through satisfaction as being 
a mediator?

H9: The participant’s satisfaction of e-wal-
let directly affects the continuance use con-
cerning the use of e-wallet.

The satisfied individual is anticipated to 
continue using the e-wallet. This hypothesis 
assumes there is a significant direct effect of 
users’ satisfaction on the continuance use. In 
other words, does the level of satisfaction of 

e-wallet have a significant direct role in decid-
ing the user continuance use of e-wallet? 

H10: The participants’ demographic char-
acteristics play a moderate role in the relation-
ship between the satisfaction concerning the 
use of e-wallet and the four predictor variables 
(ease of use, compatibility, usefulness, and se-
curity).

5. Operated and Conceptual, Definitions  
of the Variables 

The conceptual definition of variables 
was presented earlier; it was derived from the 
theoretical researches and defined in more 
abstract terms (Punch, 2003). In other words, 
the definition differs in how the researcher 
employs and measures the variables in the 
study from the view of conceptual definitions. 
Punch (2003) recognizes the survey as the 
process of moving from the conceptual level 
to the operational.

Table 2 below summarizes the conceptu-
al and operational definitions of the variables 
used in this research.

Survey participants are defined as mem-
bers of a sample drawn from all users of lo-
cal e-wallets in Bahrain. Careful consider-
ations were taken to guarantee the selection 
of the variety of participants’ characteristics 
to include those of different gender, age, ed-
ucational background, and employment sta-
tus. The participants received an electronic 
questionnaire. The sample size calculation 
was determined based on Krejcie & Mor-
gan (1970). They set a rule of thumb, which 
stated that if the population is 1 million and 
above, the sample size shall be 384 partici-
pants based on confidence level 95% (degree 
of accuracy). This rule was adopted for this 
study due to the unknown for the researcher 
population size. This study has managed to 
collect a sample size of 660 responses, which 
is considered quite a large sample size for any 
statistical analysis.

The study is focusing on the Kingdom of 
Bahrain to identify factors that affect the use 
and the continuance use of e-wallets. There-
fore, the targeted population for this study are 
all e-wallets users in the Kingdom of Bahrain. 
Accordingly, the sampling for this study was 
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Table 2. Operated Conceptual Definition of Variables

Variables Conceptual Definition Operational Definition

Ease of Use
The level of easiness and user-friendliness in using e-wal-
lets, the volume of effort needed to perform transactions 
(Chen & Wu, 2017)

Likert scale with five questions was 
used to measure this variable

Compatibility The degree of consistency of e-wallet with the users’ life-
styles and needs (Chen & Wu, 2017)

Likert scale with five questions was 
used to measure this variable

Usefulness

The degree to which the e-wallets are useful and provide 
benefits to help users facilitate particular activity (Ven-
katesh et al., 2012; Madan & Yadav, 2016; Chen & Wu, 
2017)

Likert scale with four questions was 
used to measure this variable

Security

The extent to which users believe that using an e-wallet 
is secured. The security consists of authentication, con-
fidentiality, non-repudiation, and data integrity (Han, 
2003)

Likert scale with three questions 
was used to measure this variable

Satisfaction The degree of positive feeling the users experience when 
they use e-wallet (Chen & Wu, 2017)

Likert scale with four questions was 
used to measure this variable

Continu-
ance Use Users desire to continuously use e-wallet (Cao et al., 2018) Likert scale with five questions was 

used to measure this variable

confined to the inhabitants in Bahrain and the 
number of smartphone users who use e-wallets 
application. 

6. Targeted Population  
and Sampling Techniques

The targeted population is generally de-
fined as the number of people living in a par-
ticular area (Taherdoost, 2016). On the one 
hand, the below Table 3 shows the targeted 
population in the Kingdom of Bahrain as ob-
tained from The Information & eGovernment 
Authority (IGA). The latest data, published in 
the middle of the year 2018, sorted by gender, 
age groups, and nationality. 

As shown in the Table 3 above, the total 
population exceeds 1.5 million. However, the 
individuals belonging to the age group between 
0 to 14 years are excluded from the population 
because it is comprised of children. This age 
group (0 – 14) supposedly do not have a bank 
account. If they have a bank account, it is con-
trolled by their parents or their custody, there-
fore we are unable to review their experience 
in using e-wallets application, and they are ex-
cluded from the e-wallet population. Accord-
ingly, the e-wallet population shrinks to almost 
1.2 million.

Generally, sampling techniques are di-
vided into two types: probability (random) 
sampling and non-probability (non-random) 
sampling. Both types are used for selecting the 
required sample size (Taherdoost, 2016).

According to Taherdoost (2016), probabil-
ity sampling indicates equal opportunities for 
each sampling unit in the entire population to 
be randomly selected as a study sample; it is 
considered time and energy-consuming. How-
ever, it is free from bias method, whereas the 
non-probability sampling is used for a small-
er sample size concerning selection conditions 
and rules.

The probability sampling technique is 
based on the principle of randomization, where-
in the procedure is so designed, which guaran-
tees that each sampling unit of the population 
has an equally likely chance to be selected. 
This method will help to reduce the possibility 
of biasness (Rahi, 2017). 

The non-probability sampling includes 
several types such as convenience, purposive 
or judgmental, and quota sampling. Based 
on the above explanation of each type of the 
non-probability sampling method, participants 
were selected through snowball (chain-refer-
ral) and convenience sampling technique. The 
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previous studies gave handy information on a 
similar sampling method, either one sampling 
technique or combination of sampling tech-
niques. For example, Kumar et al. (2018) used a 
convenience sampling technique, while Madan 
& Yadav (2016) used a combination of snow-
ball (chain-referral), convenience, and judg-
mental sampling techniques. 

There are several reasons for combining 
two types of non-probability sampling meth-
ods, which are convenience and snowball sam-
pling. The convenience sampling technique 
was used because it provides members that are 
readily available and easy to approach, such as 
friends and family. This type of sampling tech-
nique is considered as inexpensive, the least 
time consuming, and most convenient method.

The snowball (chain-referral) sampling 
technique was used also due to several rea-
sons. Firstly, due to difficulties in framing the 
sampling because of the inability to reach the 
targeted population list from the concerned 
authorities. The data had a sensitive and close 
nature. Secondly, the sample members do not 
come together, and it is challenging to locate 
users. Third, there is no other way to access 
the sample because of failure in determining 
the sample representatives, so the first select-
ed members of the sample would refer to other 
members.

7. Questionnaire Design 
The voluntary participants have been re-

quested to fill-out a well-designed question-
naire divided into three sections. The first sec-
tion had general information about the usage 

of e-wallet and consisted of 6 questions. The 
second section of the questionnaire contained 
26 multiple statements of a 5-point Likert scale. 
This section was built to assess user satisfac-
tion by indicating the level of agreeing or dis-
agreeing on four factors (variables) that have 
an impact on the continuance use of e-wallets. 
The indication of number “1” means strongly 
disagreement while strongly agreement is re-
flected by number “5”. The final section was 
related to demographical background and con-
sisted of 4 questions related to gender, age, and 
education.

The questionnaire was written in both lan-
guages, Arabic and English. The reason for in-
troducing the Arabic version was to make sure 
that all people with different educational back-
grounds could participate in this study.

The first questionnaire’s pilot testing was 
conducted on 22 respondents, the questionnaire 
was initially sent through a mobile application 
to friends and family members. After three 
trials, the questionnaire was amended accord-
ing to the respondents’ feedback and results. 
However, the questionnaire was then uploaded 
using Survey Monkey. Moreover, there was an 
amendment regarding wording translation in 
Arabic.

The process involved distributing the 
self-administered questionnaire using an expo-
nential non-discriminative snowball and con-
venience sampling technique. The convenience 
sampling technique was used first because it 
comprised of members that were readily avail-
able and easy to approach, such as friends and 
family. The convenience method could connect 

Table 3. Bahrain Population

Age group
Bahraini Non-Bahraini

Total
Males Females Males Females

Below 14 110,199 105,556 41,242 39,891 296,888
15 – 19 31,889 30,035 8,836 7,238 77,998
20 – 24 30,591 28,932 37,636 15,380 112,539
25 – 34 55,896 54,014 227,037 68,198 405,145
35 – 44 43,354 42,779 169,733 49,466 305,332

Above 45 77,732 78,737 112,719 36,001 305,189
Total 349,661 340,053 597,203 216,174 1,503,091
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family, friends, and any volunteer through so-
cial media applications to fill the online survey 
(electronic form using Survey Monkey web-
site). Also, we could ask the respondents to 
forward the survey to their connections who 
use the e-wallets, which led us to employ expo-
nential non-discriminative snowball sampling 
technique.

It was helpful to use social networks in 
distributing the questionnaire to collect a large 
number of responses. Consideration was giv-
en to the inclusion of age, gender, education 
factors to show the trends by diversity. The 
message contains information about the usage 
of the survey as it was intended for study pur-
poses only, ensuring protection of the personal 
data of participants, and they had the right to 
be withdrawn from the research’s sample at any 
time if requested. Additionally, upon the par-
ticipant’s request, a copy of the final research 
study was provided.

8. Analysis and Findings
Reliability was defined roughly as the 

precision of scale scores; it means the degree 
to which scores accurately reflect some actual 
state of the variable in a given sample (Furr, 
2011). The need to check the scale reliability is 
to ensure that the instrument produces an ac-
curate and consistent measurement. A reliable 
instrument is an instrument that works consis-
tently and predictably (DeVellis, 2016). 

If the scale is reliable, that means it rep-
resents the actual state of the variable being 
evaluated. In practice, the score produced re-
mains stable unless any change occurs in the 
actual variable the instrument is evaluating 
(DeVellis, 2016).

The most popular measurement of in-
ternal consistency is Cronbach Alpha, which 
varies between 0 and 1. Cronbach Alpha is an 
“item-level” internal consistency approach, 
using inter-item associations to estimate the 
reliability of scale scores (DeVellis, 2016), it 
describes to what extent all items in the test 
measure the construct. 

The Cronbach Alpha was used in this 
study to measure the reliability of the instru-
ment used. If the score of Cronbach Alpha is 0.7 
and more, then it would indicate the reliability 

of high internal consistency, which means that 
the reliability of scale has been achieved (Pon-
tes et al., 2014). 

The study comprises six scales (vari-
ables), of which all showed an excellent reli-
ability index on Cronbach’s Alpha except for 
the “Usefulness” scale, which was suboptimal 
(as it was below 0.7). All items in these scales 
contributed well to their scales’ overall reli-
ability as the Corrected Total-Item correlation 
ranged between 0.32 and 0.67. The following 
tables show more details about Cronbach’s Al-
pha for the dependent and independents vari-
ables.

8.1. Structural Equation Modeling Analysis 
Structural Equation Modeling (SEM) is a 

multivariate statistical analysis technique that 
is used to analyze structural relationships. This 
technique is a combination of factor analysis 
and multiple regression analysis. It is common-
ly used to analyze the structural relationship 
between measured variables and latent con-
structs (Hair et al., 2016). Latent constructs are 
the variables that are neither directly observed 
nor measured (Byrne, 2013).

The observed variables are measured 
during the data collection process, and latent 
variables are the variables measured by con-
necting to the observed variables as they can-
not be measured directly. 

The most important reason for the spread 
of this statistical technique (SEM) is the abili-
ty to quantify both the direct and indirect re-
lationships between the variables and latent 
constructs within one model (Civelek, 2018). 
Another reason for the widespread of this sta-
tistical technique (SEM) is the ability to take 
into account the measurement errors and the 
relationships between errors in the observed 
variables with the minimization of the mea-
surement errors. In traditional regression anal-
ysis, potential measurement errors are neglect-
ed (Civelek, 2018).

However, to understand relationships in a 
complex model that contains many path rela-
tionships and consists of latent variables and 
constructs, it is necessary to employ sophisti-
cated multivariate analysis such as Structural 
Equation Modeling (Hair et al., 2016).



– 1830 –

Muwafaq M. AlKubaisi and Nedaa Naser. A Quantative Approach to Identifying Factors that Affect the Use of E-Wallets…

8.2. Direct constructs relationships
Figure 4 below shows the proposed mod-

el structure based on the partial least square 
structural equation modeling. All the hypoth-
esized relationships were estimated and turned 
to be statistically significant as the p-value of 
each factor is less than 0.05. Among the four 
factors, the weakest relationship identified be-
tween usefulness and satisfaction is the beta 
equals +0.091. Collectively, ease of use, com-
patibility, usefulness, and security exert a con-
siderable effect on satisfaction as reflected by a 
sizeable adjusted R2=0.642.

The most significant effect on the par-
ticipants’ satisfaction with the use of e-wal-
lets came mainly from security (beta=+0.337, 
p<0.0001) and ease of use (beta=+0.336, 
p<0.0001). The following Table 4 shows the di-
rect effects flowing in the model:

8.3. Demographic variables
The four factors are grouped in one indi-

cator in order to test whether the relationship is 
strengthening in case of introducing the demo-
graphic variables between the factors and user 
satisfaction. As shown in Fig. 5 and Table 5 be-
low, the moderating variables are statistically 
insignificant as the p-value is above 0.05.

8.4. Indirect constructs relationships 
As being proposed in the model, satis-

faction has a relationship with continuance 
which turned to be powerful and statistically 
significant (beta=+0.791, =0.626, p<0.0001), as 
shown in Fig. 4. However, the four stated fac-
tors do have indirect effects on continuance via 
the mediating variable “satisfaction.” The larg-
est observed indirect effects were exerted by 
ease of use (beta=0.266, p<0.0001) and securi-

Table 4. Direct constructs relationships
Path of a direct  

relationship Beta* p-value

Compatibility Satisfaction +0.206 <0.0001
Ease of use Satisfaction +0.336 <0.0001

Security Satisfaction +0.337 <0.0001
Usefulness Satisfaction +0.091 0.025
Satisfaction Continuance  +0.791 <0.0001

Fig. 4. Direct Construct Relationships
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Table 5. Demographic variables

Path of a direct relationship Beta* p-value

Age moderating effect   Four predictors/Satisfaction -0.057 0.149
Gender moderating effect  Four predictors/Satisfaction +0.024 0.510
Education moderating effect  Four predictors/Satisfaction -0.022 0.326
Employment moderating effect Four predictors/Satisfaction +0.036 0.326
* Based on T statistic.

Fig. 5. Demographic Variables

Table 6. Indirect constructs relationships

Path of indirect relationship Indirect Beta* p-value

Compatibility → Continuance 0.163(0.206*0.791) <0.0001
Ease of use → Continuance 0.266(0.336*0.791) <0.0001

Security → Continuance 0.267(0.337*0.791) <0.0001
Usefulness → Continuance 0.072(0.091*0.791) <0.0001

*The indirect effect is the product of multiplying the direct effect between the factor and the mediator (satisfaction) 
and the direct effect between the mediator and the dependent variable (continuance) – based on T statistic.

ty (beta=0.267, p<0.0001). The following Table 
6 delineates the magnitude of the four factors’ 
indirect effects on continuance:

In summary, the above hypotheses were 
tested and it was concluded that all hypotheses 
were accepted except the moderating variables 
hypotheses. The below Table 7 shows in detail:

8.5. The saturated model
The Fig. 6 below shows the saturated mod-

el based on the partial least square structural 
equation modelling that outlines all possible 
relationships that may exist between the con-
struct variables. On the one hand, the ease 
of use (beta=-0.079, p=0.082) and security 
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Table 7. Hypothesis summary

Hypothesis Findings

H1: Ease of use → Satisfaction Supported (significant)
H2: Ease of use → Satisfaction → Continuance Supported (significant)
H3: Compatibility → Satisfaction Supported (significant)
H4: Compatibility → Satisfaction → Continuance Supported (significant)
H5: Usefulness → Satisfaction Supported (significant)
H6: Usefulness → Satisfaction → Continuance Supported (significant)
H7: Security → Satisfaction Supported (significant)
H8: Security → Satisfaction → Continuance Supported (significant)
H9: Satisfaction → Continuance Supported (significant)
H10.1: Age moderation → Four predictors – Satisfaction Unsupported (insignificant)
H10.2: Gender moderation → Four predictors – Satisfaction Unsupported (insignificant)
H10.3: Education moderation → Four predictors – Satisfaction Unsupported (insignificant)
H10.4: Employment moderation → Four predictors – Satisfaction Unsupported (insignificant)

Fig. 6. The Saturated Model

(beta=0.043, p=0.220) are recognized as sta-
tistically insignificant relationships with the 
continuance use. On the other hand, compati-
bility (beta=+0.282, p<0.0001) and usefulness 
(beta=+0.152, p=0.001) are recognized as sta-
tistically significant relationships with the con-
tinuance use.

8.6. The corrected model
The Fig. (7) below shows the corrected 

model structure based on the partial least 
square structural equation modelling that 
outlines the statistically significant relation-
ships that exist between the construct vari-
ables.
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 As shown above, in Fig. 6, the model 
is corrected to include the direct path of the 
statistically significant relationships that are 
proved in this study. The new adjusted  is 0.699 
while previously adjusted was 0.626 in the 
proposed model, since adjusted  has the abil-
ity to quantify the percentage of explanation 
in the continuance use by the four factors in 
the model [ease of use, compatibility, security, 
usefulness]. Therefore it is a good indicator to 
determine the optimal model. This noticeable 
improvement in adjusted R2 means that almost 
70% of continuance use is well predicted by the 
four factors, which means it is an instrumental 
model. The ease of use, compatibility, useful-
ness, and security exert an enormous effect on 

continuance use as reflected by a sizeable ad-
justed R2=0.699. The total effect on the contin-
uance use is shown in the Table 8 below. 

9. Discussion 
The principal target of this research is to 

find how statistically significant the proposed 
factors (that might impact the e-wallet usage 
and its continuance use in Bahrain) are. The 
collected sample consists of 660 participants 
for this research. The respondents answered 
the survey of 36 close-ended questions in total. 
The analyzed data have shown the following 
demographic characteristics: 

• Males formed the majority of partici-
pants, with 61.4%.

Table 8. Beta Coefficients

Relationship Indirect Beta* Direct Beta Total Beta**

Compatibility → Continuance 0.105(0.202*0.520) 0.267 0.372
Ease of use → Continuance 0.178(0.342*0.520) - 0.178
Security  → Continuance 0.177(0.340*0.520) - 0.177

Usefulness → Continuance 0.044(0.084*0.520) 0.147 0.191

*The indirect effect is the product of multiplying the direct effect between the factor and the mediator (satisfaction) 
and the direct effect between the mediator and the dependent variable (continuance).
**The total Beta is the sum of indirect beta and direct beta.

Fig. 7. The Corrected Model
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• Participants aged between 26 and 35 
years amounted to more than half of the sample 
(52.4%). 

• The vast majority of participants 
hold Bachelor’s and higher academic degrees 
(76.3%). 

• Participants aged between 26 and 35 
years, who hold a Bachelor’s degree, formed a 
third of the sample.

• Three-quarters of the participants are 
employed (75.2%).

The relationships proved in this research 
to be significant between the satisfaction of 
e-wallet use and the four predictor variables 
[ease of use, compatibility, usefulness, and 
security], this is consistent with studies con-
ducted earlier (Chen & Wu, 2017; Kumar et 
al., 2018; Bagla & Sancheti, 2018; Singh et al., 
2017; Madan & Yadav, 2016). 

Moreover, the result of the demographic 
characteristics did not show a significant mod-
erating relationship between the satisfaction 
of using e-wallet and any of the four predictor 
variables. It means that an individual’s gen-
der, age, qualification, and employment status 
would not affect the satisfaction level in terms 
of ease of use, compatibility, usefulness, and 
security (independent variables). This finding 
is consistent with Avornyo et al. (2019) who 
found that gender, education, and occupation 
have an insignificant effect on continuous use. 
Also, Cao et al. (2018) found that age has in-
significant effects on the continuance of inten-
tional use.

The results are discussed with the com-
parison of previous literature findings and in-
terpreted to satisfy the research questions and 
hypotheses in the following sections.

This research aimed to identify the main 
factors that have a significant impact on the 
e-wallet usage and its continuance use. The 
study successfully merged the elements of the 
Technology Acceptance Model (TAM) and Ex-
pectancy-Confirmation Model (ECM). Also, 
this study successfully extended the research 
model to include two new predictor variables 
that were previously examined (Chen & Wu, 
2017; Kumar et al., 2018; Bagla & Sancheti, 
2018). Furthermore, the study introduced the 
moderating effect of the demographic charac-

teristics on the relationship between satisfac-
tion of using e-wallet and the four variables that 
were previously examined (Cao et al., 2018; 
Singh et al., 2017; Yang et al., 2014; Zheng et 
al., 2013). 

This study results indicated that all di-
rect relationships between the satisfaction of 
e-wallet and the four predictor variables (ease 
of use, compatibility, usefulness, and security) 
are significant. Also, the direct relationship be-
tween continuance use and satisfaction of us-
ing e-wallet is statistically significant and sup-
ported (Albashrawi & Motiwalla, 2019; Tam et 
al., 2018; Cao et al., 2018; Kumar, 2018; Chen & 
Wu, 2017; Singh, 2017; Hsiao et al., 2016). This 
means that the relationships are statistically 
significant between satisfaction concerning the 
use of e-wallet and the four predictors (ease of 
use with a p-value of <0.0001, compatibility 
with a p-value of <0.0001, usefulness with a 
p-value of 0.025, and security with a p-value 
of <0.0001). The analysis showed a significant 
relationship between continuance usage and 
satisfaction concerning the use of e-wallet with 
a p-value of <0.0001. 

Furthermore, this study results indicated 
that all indirect relationships between continu-
ance use and the four predictor variables [ease 
of use, compatibility, usefulness, and security] 
are statistically significant and supported (Al-
bashrawi & Motiwalla, 2019; Jusuf et al., 2017; 
Chen & Li, 2017; Yuan et al., 2016; Hamid et 
al., 2016). This means that the relationships are 
statistically significant between continuance 
and the four predictors (ease of use (p-value 
<0.0001), compatibility (p-value <0.0001), use-
fulness (p-value <0.0001) and security (p-value 
<0.0001)).

The moderating variables were found to be 
statistically insignificant (Avornyo et al., 2019; 
Cao et al., 2018). The analysis showed that the 
moderating variables of gender, age, qualifica-
tion, and employment status are not significant 
concerning the use of the e-wallet variable. Its 
significance level was as follows respectively: 
0.351,0.149,0.326,0.326. 

This study is consistent with previous 
studies (Chen & Wu, 2017; Singh et al., 2017) 
that found that the ease of use of e-wallets af-
fects directly user satisfaction concerning the 
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use of e-wallet. The use of e-wallet to perform 
transactions was founded to be much easier and 
faster compared to the traditional method as 
e-wallet shortens the process of conducting the 
transactions (Madan & Yadav, 2016). 

The research of Chen & Wu (2017) indi-
cates that the “usefulness variable” of mobile 
payments directly affects user satisfaction, while 
the compatibility of mobile payment results in-
directly in satisfaction through usefulness and 
ease of use. However, both “compatibility” and 
“usefulness” variables are found in this study 
significant predictors that directly affect user 
satisfaction. Once users are satisfied with the 
promotional benefits of e-wallet, they will in-
crease the usage of e-wallet (Singh et al., 2017). 

However, this study is consistent with the 
earlier study of Chen & Wu (2017) that substan-
tiated that the more secure the users feel about 
the technology, the higher the satisfaction. 

There are also several studies (Wessels 
& Drennan, 2010; Singh et al. 2017; Riquelme 
& Rios, 2010) that consider the demographic 
characteristics as significant variables in deter-
mining the satisfaction level of the e-wallet us-
age. However, in these studies the demographic 
variables have no significant effects on the re-
lationships that exist between the satisfaction 
and the four predictors (ease of use, compati-
bility, usefulness, and security).

This study presents a proposed research 
model that is under scrutiny. Still, in an at-
tempt to discover all possible relationships that 
may exist between the construct variables, the 
saturated model was introduced. The saturated 
model outlines the comprehensive relationships 
that may exist in the entire model. The findings 
of the saturated model will be discussed below.

First, the adjusted R2 value is considered 
as a valuable indicator of the goodness of any 
mathematical model; the higher the value of 
the adjusted R2, the better. The adjusted R2 was 
0.626 in the model that is under the scrutiny of 
this study, the proposed model. Nevertheless, 
in the saturated model, the model that outlines 
all possible relationships that may exist in the 
model, the new, improved adjusted R2 value is 
0.699. 

The ease of use, compatibility, usefulness, 
and security variables exert a substantial effect 

on continuance use, as reflected by a sizeable 
adjusted R2=0.699. Since the adjusted R2 can 
quantify the percentage of explanation in the 
continuance use by the four factors in the mod-
el (ease of use, compatibility, security, useful-
ness), it is a good indicator to select the better 
model. 

The noticeable improvement in adjusted 
R2 means that the four factors efficiently pre-
dict almost 70% of continuance use; therefore, 
it means we have obtained a better model. 

Second, two of the model factors have a 
direct relationship with continuance use, while 
two of the factors have no direct relationship 
with continuance use. 

The compatibility and usefulness vari-
ables are recognized as significant direct rela-
tionships with the continuance use. The direct 
relationship between usefulness and the con-
tinuance use is consistent with the ECM model 
and Chen & Li, (2017) findings. This means 
that if an individual finds the e-wallet is useful 
and compatible with their needs and wishes, 
they will continue using it even if they are not 
satisfied. 

Nonetheless, the ease of use and security 
variables have shown insignificant direct re-
lationships with the continuance use variable 
(Avornyo et al., 2019). This means that if an 
individual continues to use an e-wallet, then 
he/she should be satisfied concerning ease of 
use and security of e-wallet. If the individual 
is unsatisfied with the e-wallet ease of use and 
unsatisfied with the e-wallet security, they will 
not continue using it. 

Third, as an indication of the leading fac-
tor that affects the use and the continuance 
use, the comparison is made by identifying the 
highest number of total Beta figures. Among 
the four predictors (ease of use, compatibility, 
usefulness, and security), the results indicate 
that the compatibility is the leading factor that 
exerts the highest effect on continuance use, as 
reflected by the total Beta =0.372 as shown in 
table (4.27).

10. Research Conclusions and Limitations
This research intended to identify factors 

that affect the use of e-wallets. This study com-
bined the TAM and ECM models in order to 
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understand the reasons for the use of e-wallet 
and continuous use. 

The empirical results of this study demon-
strated that direct relations are statistically sig-
nificant between satisfaction concerning the 
e-wallet use, and the four predictors (ease of 
use, compatibility, usefulness, and security). 
Also, the relation between continuance usage 
and satisfaction concerning e-wallet use is sta-
tistically significant. 

Moreover, the results show that continu-
ance usage is indirectly and considerably influ-
enced by the four predictors (ease of use, com-
patibility, usefulness, and security). However, 
the moderating variables were found to be sta-
tistically insignificant (demographic variables) 
in the relationship between the satisfaction and 
the four predictors (ease of use, compatibility, 
usefulness, and security).

This research analysis is classified as an 
inferential statistics analysis exercise conduct-
ed to discover the factors that affect the use 
of e-wallet in the Kingdom of Bahrain. Data 
was collected through an online questionnaire. 
This study managed to collect 660 complet-
ed responses that gave a much more excellent 
opportunity to draw a more accurate conclu-
sion and reflect the real position of factors that 
gauge the e-wallet usage. However, this study 
has experienced many limitations. First, the 
study was limited to the users in the Kingdom 
of Bahrain with relatively small sample size. 
The source of satisfaction may differ among 
countries (Zhang et al., 2012); therefore, the 
identified factors that affect the individual sat-
isfaction and usage of e-wallet may differ from 
country to country. Thus, the study results can-
not be generalized outside Bahrain.

Second, this research was designed to 
identify the significance of four factors only. 
However, there may be other important factors, 
such as the social influence on the e-wallets us-
age that were not investigated due to the time 
limitation of the study. Third, the lack of pre-
vious researches poses a challenge in selecting 
the optimal theoretical model to investigate the 
driven factors towards the new concept of us-

ing e-wallets. However, the selected two mod-
els to this study were TAM and ECM models 
that were used by the previous research work 
in investigating new technology. 

Forth, the lack of direct interaction with 
the participants poses limitations as the data 
collected using a self-administered survey. The 
study conducted a pilot study to gauge the level 
of respondent’s understanding. The outcome of 
this pilot study showed adequate understand-
ing and clarity of the survey’s questions. Nev-
ertheless, the researcher cannot verify the level 
of actual understandability of all participants 
in case of ambiguities. Fifth, this study iden-
tified the factors that affect the use of e-wallet 
in Bahrain regardless of the e-wallet providers. 
The data collected were analyzed and general-
ized with all e-wallet providers in Bahrain. In 
other words, individuals may be satisfied with 
regards to the security of specific e-wallet while 
not satisfied with other e-wallet providers. Fu-
ture studies may be conducted to identify the 
variances among e-wallet providers.

11. Recommendations for Future Research 
Finally, there are several highlighted 

points to be taken into consideration for future 
researches. The identified factors that affect the 
individual satisfaction and usage of e-wallet 
may differ from one country to another. There-
fore, the satisfaction construct needs to be fur-
ther investigated to obtain the significant fac-
tors that affect the use of e-wallet, enhancing 
the understandability of e-wallet usage. More-
over, the theoretical implications of this study 
are recommended to further expand in future 
research in order to validate the study results.

This study aggregates the results and rec-
ommendations of all involved factors among 
all e-wallet providers in Bahrain. These recom-
mendations can be used to become basis for fu-
ture researches and to analyze the factors that 
affect the use of each e-wallet provider sepa-
rately, to provide a meaningful comparison on 
the strengths of each provider, as the strength 
of a specific provider may be a weakness for 
other providers.
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Количественный подход к определению факторов,  
влияющих на использование  
электронных кошельков в Бахрейне

Мувафак М. Аль- Кубаиси, Недаа Насер
Университет Бахрейна 
Бахрейн, Южная мухафаза, Сахир

Аннотация. Бахрейн считается региональным лидером как в банковском, так 
и в финансовом секторе. Электронный кошелек, запущенный в 2017 году, —  один 
из наиболее успешных инновационных сервисов. Этап определения факторов пер-
вичного внедрения новой технологии значимый, но недостаточный, так как ком-
пания —  поставщик технологий должна выявить то, что влияет на использование 
электронного кошелька и его техническую поддержку, чтобы поддерживать пользо-
вателя в долгосрочной перспективе. В данном исследовании был использован коли-
чественный опросный подход, основанный на 5-балльной шкале Лайкерта. Анализ 
проведен методиками «снежный ком» и «случайная выборка», последняя состояла 
из 660 пользователей электронных кошельков в Бахрейне. Для обработки собран-
ных данных применялись программы SmartPLS и SPSS. Множественные взаимос-
вязи, существующие между четырьмя предикторными переменными (простота 
использования, совместимость, полезность и безопасность), изучены с помощью 
моделирования структурных уравнений (SEM), описывающих удовлетворенность 
электронным кошельком, продолжительность его использования и демографиче-
ские переменные.
Результаты показали, что четыре предикторные переменные статистически значимы 
и подходят для целей исследования. Переменная «совместимость» выступает 
ведущим фактором в анализе. Вместе с тем усредненные переменные оказались 
статистически незначимыми.
Итоги исследования помогут поставщикам услуг и маркетологам получить четкое 
представление о том, что влияет как на само использование электронных кошель-
ков, так и на его (использования) продолжительность. Кроме того, было сделано 
дополнение к теоретическим выводам о существенной прямой связи между дли-
тельным использованием и совместимостью.

Ключевые слова: электронный кошелек, количественный, Лайкерт, SmarlPLS, 
SPSS, моделирование структурных уравнений, многоуровневая регрессия, предик-
торные переменные.

Научная специальность: 08.00.00 —  экономические науки.
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Abstract. The research analyzes the changes in economic relations between the state 
and economic entities in the electronics market. It is for the first time when we discuss 
the author’s classification, which identifies four types of models of interaction between 
the state and Russian electronics companies depending on changes in the business cycle 
and instability of the economy: an inert or passive observer, a crisis model, dynamic 
and rational participation, and a model of active and multi-agency interactions. Specific 
characteristics of the proposed models are identified, and the features of interaction 
between government structures and companies are systematized. The research shows an 
increasing role of the state in supporting and financing new directions of the development 
of integrated structures in electronics, despite the processes of globalization and 
liberalization of the national economy. The novelty of the research is in the development 
of a comprehensive view on the institutional structure of state support for electronics. 
An active process of formation of complex-structured economic entities at the industry, 
inter-industry and interregional levels on the basis of state strategies for the development 
of electronics is analyzed. The specificity of modern behaviour of Russian electronics 
companies in the digital economy and the coronavirus pandemic is revealed on the basis 
of generalization of stylized facts of the specific companies’ activities.

Keywords: electronics, development models, import substitution, integration, 
institutional support of the state.

The research was carried out according to the research plan of the Institute of Economics 
and Industrial Engineering, Siberian Branch of the Russian Academy of Sciences in the 
framework of XI.172.1.3 (No AAAA–A17–117022250130–8) “Theory and methodology 
of strategic management of high-tech business development as a basis for new 
industrialization”, project XL172.1.1. (AAAA17–117022250132–2) “Integration and 

Journal of Siberian Federal University.  Humanities & Social Sciences   
2020 13(11): 1840–1852

© Siberian Federal University. All rights reserved
* Corresponding author E-mail address: esolom46@mail.ru; lugamus@yandex.ru; maria.musatova@gmail.com
 ORCID: 0000-0001-8325-5284 (Solomennikova); 0000-0002-9675-1567 (Lugacheva); 0000-0002-5544-5539 (Musatova)



– 1841 –

Elena A. Solomennikova, Larisa I. Lugacheva… The Strengthening of Economic Position of Russian Electronics…

interaction of industry systems and markets in Russia and its eastern regions: limitations 
and new opportunities” and the “Development of a unified systemic theory and tools for 
modeling the functioning, evolution and interaction of socio-economic objects of nano-, 
micro- and meso-economic levels (theory and models of socio-economic synthesis)” 
project.

Research area: economy.

Citation: Solomennikova, E.A., Lugacheva, L.I., Musatova, M.M. (2020). The strengthening of 
economic position of Russian electronics: mechanisms and capabilities. J. Sib. Fed. Univ. Humanit. 
Soc. Sci., 13(11), 1840–1852. DOI: 10.17516/1997-1370-0688.

Introduction
IN RECENT years’ Russia, the formation 

of a balanced economy that uses the achieve-
ments of the 4th industrial revolution requires 
urgent measures to stimulate the production of 
competitive products and saturate primarily the 
domestic market with them in the conditions of 
the sanctions regime. In the context of the pan-
demic and the national economy’s stagnation in 
the coming years, new prospects for the devel-
opment of electronics will be associated with 
the state support strengthening, import sub-
stitution, development of digital technologies, 
and diversification of production.

In domestic economy, the electronics in-
dustry is a system-forming one. Its products en-
sure the country’s defence capability and secu-
rity; transition to a digital economy contributes 
to the development of the consumer electronics 
segment. Many consumer industries depend on 
the production of electronic components. These 
industries are medicine, transport, defence in-
dustry, automobile industry, etc. (Khasianova, 
2017).

Analysis of the institutional configuration 
of the processes of state support and of the fac-
tors of the formation of markets for civil high-
tech products in Russia is regarded useful for 
the development of strategic decisions and pol-
icies to encourage electronics companies, both 
at the federal and regional levels.

Periodization of microelectronics develop-
ment processes in their relation to contractors 
and cost structure as well as to changes in con-
sumer preferences is represented by constantly 
interacting business models of microelectron-
ics production and economic activities (IDM, 

fablite, fabless, foundry, and OSAD/SATS 
models) and those of final electronic systems 
manufacturing (EMS, ODM, and OEM mod-
els) (Makushin, 2017). The formation and de-
velopment of silicon plants, the specifics of 
“ecosystem formation at the stage of reintegra-
tion, the impact of mergers/takeovers on the in-
teraction of the information systems and final 
electronic systems manufacturers as well as the 
analysis of the possibilities to apply the foreign 
experience in Russian conditions are shown in 
(Musatova, 2013; Rassadina, 2016). There are 
business models for using the assets and com-
petencies of electronics and partners as well as 
business management models in the electron-
ics industry that regard internal and external 
factors (Komarov, 2013); models based on co-
operative relationships (Foundry-kompanii…, 
2016), cluster models (Protsenko, Sergunina, 
2020), etc. Foreign models of electronic indus-
try development are based on the characteristic 
features of economic content (Konferentsiia…, 
2019). A special feature of the models proposed 
in this article is their classification based on 
the institutional approach to the interaction be-
tween the state and Russian electronics compa-
nies, depending on changes in business cycle 
and economic instability.

This article aims at the research of char-
acteristic features in the behaviour and func-
tioning of electronics production in the Russian 
Federation in the conditions when the state 
starts acting as a dominant and active partic-
ipant in the electronics market. It applies the 
methodological apparatus of institutional and 
logical analysis, factor and structural and log-
ical analysis that prove the consistency of the 
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state policy in the development processes and 
current support of domestic manufacturers of 
electronics. The article uses the methods of 
comparison, classification, grouping, and sys-
tematization. In the course of analyzing the 
factors and conditions for activating the devel-
opment of electronics the case study methods 
were used.

Problem Statement
By the present, the development of Rus-

sian electronics is hindered by a number of 
problems that power structures and associa-
tions of electronics manufacturers are trying 
to solve. These include heavy dependence on 
foreign basic technologies and components, 
which increases the risks associated with the 
sanctions; budget financing of electronic pro-
duction undermines its incentives to increase 
economic efficiency in its companies. Private 
sector enterprises are forced to compete with 
large international corporations that prevent 
smaller competitors from full development due 
to higher demand for foreign products.

Introduction of technological sanctions 
have forced Russian companies to significant-
ly reduce the use of imported developments, 
components and products and to focus on the 

domestic market to solve problems of import 
substitution, debt, and restructuring of their 
assets (Adewale, 2017; Levchenko, Ivanova, 
2016). Non-residents have taken a wait-and-see 
approach to reducing or eliminating the gap in 

global supply chains, and they are in no hurry 
to localize production in Russia. Against this 
background, there is dumping of foreign elec-
tronics manufacturers at the price, although the 
quality of products is often the same as in Rus-
sia. At the same time, Russian customers make 
excessive technical requirements for equipment 
and are focused on a specific supplier with a 
good reputation or they put forward such con-
tract terms that Russian electronics manufac-
turers are unable to fulfill (delivery terms, lack 
of advance payment, etc.). Under these circum-
stances, Russian companies cannot provide a 
high level of guarantees and comprehensive 
offers that the customers need. They cannot be 
competitive in the domestic market, either.

In this article, we focus on the changes in 
economic relations between the state and eco-
nomic entities in the electronics market.

Institutional Aspects  
of Multi-Agency Interaction between  
the State and the Electronics Companies

The loss of state control over the main as-
sets of the industry over the past thirty years 
has led to Russia’s huge gap with the world’s 
leading manufacturers of electronics in the 
share of production cost (Table 1).

The share of the Russian electronics mar-
ket in the global market is less than 1% (0.4% 
according to EDMA estimates)1. Such a small 

1 Electronics Developers and Manufacturers Association 
(EDMA).

Table 1. The Share of the Leading Companies in Global Output  
of Electronic Products in 2018, billion dollars

Country Output, billion dollars
China 1550,4

Taiwan 190,4
South Korea 289

USA 418,2
Japan 275,4

Other countries 360,4
Germany 95,2

Russia 27,2
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scale of domestic companies’ production does 
not provide a high level of guarantees for the 
supply of products and service solutions and 
complex offers that the consumers are in need 
of. It is due to ongoing sanctions that hyper-
trophied dependence on foreign basic technol-
ogies for certain sectors of Russian electronics 
increases the risk of production failure in relat-
ed industries and economic sectors.

In the course of recent decades, Russia has 
significantly lagged behind both the developed 
countries and the developing ones (China, Tai-
wan, and Malaysia) as per annual investment 

in the industry (Table 2). For the comparison, 
our country’s investment in microelectronics is 
about 81 billion rubles in total over eight years 
(2011 – 2018) (Konferentsiia…, 2019).

For decades, leading countries in the glob-
al electronics market have used the models of 
industry development that provided massive 
state support, including investment in the in-
dustry development (China, Malaysia, Taiwan, 
etc.) (Table 3).

In the market of Russian electronics, the 
state has taken an ambiguous position over the 
past 30 years while influencing the dynamics 

Table 2. Distribution of Investments in the Electronics Industry of the Leading Countries in 2018

Country Output, billion dollars

China 56,2
Taiwan 50,2

South Korea 336,2
USA 35.5
Japan 32,3

Other countries 19,4
Germany 10,8

Russia  2,4

Source: (Konferentsiia…, 2019).

Table 3. Models for the Electronics Industry Development in the Leading Countries  
in the Field of Electronics

Country Main features

China VAT rate – 0%, import duties on finished products – 30%;
The “National infrastructure for the development of the integrated circuit industry “Made in 
China-2025” programme (MIC-2025);
Financing is at the expense of central and municipal governments as well as private investment;
The number of design centres has increased by 2.5 times since 2011 (up to 1300);
5-fold increase in the production since 2008

Taiwan Income tax – 0%;
The government subsidizes 50% of the cost on R&D centres establishment;
The world’s largest foundry-companies* (TSMC, UMC) with almost 100% capacity utilization 

South Korea VAT rate – 10%, 0% import duties on component parts.
It is one of the TOP 10 leading countries in foreign trade

USA The “Buy American” and “Buy, America” laws specify strict measures of protectionism in the 
American manufacturers’ interests

* The Foundry business is a new type of activity in microelectronic manufacturing based on semiconductor technolo-
gies. It specializes in manufacture of microelectronic component parts and integrated circuits as per customer speci-
fications, providing a wide range of high-tech services for the use of tools, intellectual property elements, libraries of 
standard elements, and intellectual property elements.
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of production processes and their trends. Tran-
sition from one model of interaction to another 
was usually accompanied by an adjustment in 
the legislative framework, a change in the de-
gree of state control over the strategic compa-
nies’ assets.

As a result, in the course of these years, four 
models of interaction between the state and the 
electronics companies have been formed: the 
model of an inert or passive observer, which 
implies the minimal state participation and 
the establishment of a traditional institutional 
framework for the electronics market; the cri-
sis model, when the state is forced to directly 
support system-forming enterprises; the model 
of dynamic and rational participation, which 
assumes that the degree of corporate control by 
the state will increase and it will focus its ef-
forts on establishing a “soft” national regime of 
preferences for domestic products; the model 
of active and multi-agency interactions, in 
which the state is not only a regulator but also 
an active and visible participant in the electron-
ics market (Table 4).

The state’s active and dominant partic-
ipation in the electronics market in 2019 was 
clearly marked with the adoption of the strate-
gy for the development of the Russian electron-
ics industry until 2030. It assumes the growth 
of domestic production by more than 2.5 times 
during this period. It is also expected to in-
crease the volume of the civil electronics sector 
from 940 million to 4.6 billion rubles. Accord-
ing to the forecast of the Ministry of industry 
and trade of the Russian Federation, the share 
of the domestic component base in microelec-
tronics should grow from 20% to 80% (Market 
statistics, problems…).

The distinctive features of the strategy 
for the development of the radio-electronic 
industry are the desire to change the institu-
tional matrix of the industry: to develop design 
centres, competence centres, to integrate com-
panies into large structures, and to implement 
new projects based on PPP principles. In the 
new matrix, serious attention will be paid to the 
development of the centres for chip design and 
system engineering. In accordance with the in-
ternational experience of successful models for 
the development of the electronics industry, it 

is planned to develop design centres (at least 
250 ones), which will provide approximately 
20-25 thousand designer jobs.

1. The state is likely to bear the costs for 
equipping the design centres, since a set of 
design licenses for a single design centre can 
cost tens of millions of dollars. In order to op-
timize the costs and capacity utilization, sev-
eral design centres will be established with the 
collective access for the employees working 
in other time zones (the Far East, Siberia, the 
Urals, etc.).

2. Creation of infrastructure for elec-
tronics manufacturers. The transition from 
a “soft” national regime for domestic products 
in the framework of import substitution to a 
tougher protection of electronics manufactur-
ers required fundamentally new infrastructure 
elements for Russia.

• Introduction of a unified register of 
Russian electronics manufacturers2. It has been 
valid since 01.01.2020 and should provide the 
support to Russian manufacturers, including 
the format of import substitution. The unified 
register is intended to unify the criteria: to set 
the required percentage of localization, to iden-
tify the component that needs to be produced 
only on the territory of Russia and legal entities 
with more than half of the shares of Russian 
origin in order to organize the production, as-
sembly and installation of components on the 
territory of the Russian Federation (Borisov 
zaiavil, chto…, 2020).

• Creation and distribution of com-
mon requirements (universality and compat-
ibility) for the processes of product design 
and production. Sharp decentralization of 
defence industry assets management at the 
beginning of market reforms, separation of 
autonomous enterprises and workshops from 
the companies had led to the formation of nu-
merous individual design standards and the 
base of components, and, consequently, to 
the increase in product costs. In 2014, import 
substitution gave a powerful impetus to the 
revival of unification. It is the unification that 
has the potential for huge synergy, favours 
the optimization of production and costs by 

2 Similar to the register of domestic software the register was 
created in compliance with Decree No. 878 of July 10, 2019. 
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Table 4. Specific Features of Interaction between the State  
and the Companies in the Electronics Market*

Type of Model Specific features

Inert or passive par-
ticipation of the state

(1992-2007) 

• Restructuring and closing of research institutes and factories;
• Loss of the state electronic component base: assets were left outside of Russia or 
were transferred to private ownership, primarily thoughtless privatization, when the as-
sets turned to be in private hands.
• Termination of serial microelectronic production.
• Impossibility to provide the companies with the direct targeted support of the state 
in the development of new technological levels
• The companies’ operation in the condition of unequal competition with global cor-
porations

Crisis 
(2008-2011)

• Establishing the order in the structure of assets and property;
• Emergence of state-controlled microelectronic industries.
• Support for failed companies and purchase of depreciated assets;
• Assistance in restructuring strategic companies

Dynamic and ratio-
nal participation

(2012-2019)

• Revival of the industry (The “Development of electronic and radio-electronic indus-
try for 2013-2025 years” programme).
• Saturation of the domestic market; increase in the share of domestic electronic prod-
ucts in the conditions of import substitution up to 40% (compared to 17% in 2011) as 
priorities.
• Serious institutional barriers that cause the delay in the development of microelec-
tronics industry (bureaucratic delays in the Ministry of Finance, the Ministry of Eco-
nomic Development and Vnesheconombank).
• Establishment of a “soft” national regime of preferences for domestic products.
• Creation of an institutional environment for the development of innovative indus-
tries.

The model of active 
and multi-agent 

interactions
(from the end of 

2019 to the present)

• Strategies for the development of the electronic industry in Russia until 2030.
• Formation and consolidation of a large, capacious state order through administration 
and targeted system introduction of digital documents
• Creation of an institutional infrastructure (Unified Register, unified requirements 
for unification and standardization, standardization of the electronic component base 
(ECB); standardization of the Internet of things)
• Taking the control over strategic companies. Public-private partnership and integra-
tion of state holdings in major areas of development.
• Contributing to a significant increase in the use of domestic radio-electronic prod-
ucts in the course of the national projects implementation

* Compiled by the authors.

sharply reducing the number of elements of 
the electronic component base, blocks and 
finished products. Assembling the equipment 
from unified blocks will facilitate fast in-
crease in the volume of critically important 
products. Reasonable unification that takes 
into account fundamentally new features and 

new technologies will make it possible to im-
prove the quality of components and finished 
products and reduce the price of the finished 
product due to the scale effect (Mekhanik, 
2019).

• Creation of open standards and devel-
opment of a unified protocol of data transfer for 
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the Internet of things3… One of the major ob-
stacles to active development of the Internet of 
things in Russia is the incompatibility of devic-
es and solutions from different manufacturers. 
In this regard, consumers are “tied” to certain 
suppliers and solutions, and combining the de-
vices into a single network is extremely expen-
sive or even impossible. To solve the problem, 
open standards are introduced, algorithms for 
signal reception, their security and the Open 
UNB Protocol are developed. 

3. Measures of state support  
of administrative  
and economic nature

Government agencies offer financial sup-
port not only from the state budget for electron-
ic production. They also provide a set of tariff 
and non-tariff regulation measures, various 
tax breaks for the enterprises involved in the 
entire chain of creating the final product, and 
administrative restrictions. So, in 2020, the 
Ministry of industry and trade of the Russian 
Federation prepared a draft of the government 
decree banning the public procurement of im-
ported radio-electronic products in case when 
the domestic analogues are available4. “A su-
perfluous second” becomes the principle of 
purchasing foreign products, the principle be-
ing the rejection of all foreign applications if 
at least one domestic application that meets the 
customer’s requirements is submitted. In the 
current version, a more flexible alternative to 
“a superfluous second” is “a superfluous third” 
which is applied for the products that fall under 
the restrictions.

In the summer of 2019, the government 
approved a decree setting the preferences 
of up to 30% for domestic radio-electronic 
products and introducing the restrictions on 
participation in public procurement of im-
ported equipment. According to the Ministry 
of industry and trade, by 2023, Russian man-
ufacturers will be ready to meet up to 100% 
3 Joint project of Tomsk University of Control Systems and 
Radioelectronics and the Competence Centre of the National 
Technology Initiative for the Center for “Wireless communi-
cation and Internet of things” at the SKOLKOVO Institute of 
Science and Technology (Skoltech).
4 The document is available on the website of the drafts of 
legal acts (Minpromtorg podgotovil proekt…, 2020). 

of the state customers’ needs in electronic 
products.

The government has also imposed a two-
year ban on state purchases of foreign data 
storage systems (DSS) for state and municipal 
needs in case the analogues of domestic pro-
duction are available.

Research Results. Reloading  
of the Format of State Support  
for Electronics Production

1. Four types of models of interaction 
between Russian electronics companies and 
the state are identified, and their multi-agency 
relations in the new industrial model for the de-
velopment of the electronics industry are clas-
sified (Table 5).

Analysis of the current situation on the 
electronics market allows us to state that the 
scale of electronics production in the country 
is still extremely small. New private compa-
nies enter the market very rarely, there are few 
large-scale production facilities, and there are 
many obstacles that hinder the companies’ de-
velopment.

The activities of electronics manufactur-
ing companies are strongly influenced by their 
consumers’ financial state and solvency. In-
creased state expenditure only adds to the “un-
certainty with the financing of the state budget, 
which hinders other initiatives of the compa-
nies. The focus of “electronics in Russia on the 
B2G and B2B segments” is caused by specific 
negative factors: a decrease in the production 
activity; the losses endured by the companies 
themselves due to downtime. The economic 
downturn affects almost all the enterprises in 
the industry: for medium and small enterpris-
es this, unfortunately, can be fatal; large en-
terprises, that have well-developed anti-crisis 
plans and reserve funds, can position them-
selves in the market with new products and 
service solutions (Elektronika rastet v vysotu, 
2019). We claim that a “window of opportuni-
ty” is opening up for Russian electronics: the 
speed of market changes is so high that foreign 
companies may lose their leading positions in 
it, while domestic companies will be able to oc-
cupy the vacant niches if they quickly respond 
to the new conditions.
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2. The results of monitoring the effectiveness  
of tools used by the state  
to support electronics are systematized.

The measures of support are determined 
by the peculiarities of the adopted Strategy 
and they are very diverse: the use of Rosrezerv 
(Russian reserve) as a damping mechanism; the 
increase in the number of companies provid-
ing the services of contract manufacturing of 
electronics (Borisov zaiavil, chto…, 2020); the 
extension of the list of anti-crisis measures; the 
transition from production chains to the for-
mat of networking for sustainable electronics 
manufacturing, etc. All types of state support 
can be divided into groups: financial (subsidies, 
soft loans and loans, guarantees under loan 
agreements, search for investors and invest-
ment funds) (Lugacheva, Musatova, Solomen-
nikova, 2018); marketing (promotion to Go-
szakaz (the state order), “Import Substitution” 

production support programme, promotion of 
the participants’ products abroad, marketing 
research, media support, etc.); personnel (edu-
cation, trainings); information (consultations of 
cluster specialists, conclusion of support agree-
ments, success stories).

3. The change of cluster formation con-
ceptions in a constantly changing reality is 
estimated. Since 2017, Russia has been promot-
ing the creation of clusters aimed at the output 
of products that are competitive on the world 
market (microelectronics based on nitride tech-
nologies, flexible electronics, complex products 
of the 4th industrial revolution, etc.).

• Emergence of a cluster of electron-
ic devices, materials and components on the 
basis of world leading companies in the pro-
duction of synthetic sapphires and electrical 
equipment that are part of JSC “Energomera”. 
The cluster members are global leaders in de-
livering high-quality innovative products to 

Table 5. Multiagent relations between Russian electronics companies and the state
A new industrial model for 

the electronics industry Support measures from the state

The fifth microelectronics subprogramme is 
being introduced in “The strategy for the de-
velopment of the electronics industry of the 
Russian Federation for the period up to 2030” 
(2019)

Subsidizing the difference in prices of domestic and foreign mi-
croelectronics; increasing the serialization of Russian products. 
Subsidies for large projects (1-2.5 billion rubles) with the imple-
mentation period of no longer than five years on a competitive 
basis

Information technology development strate-
gy, participation of radio-electronic industry 
enterprises in national projects and state pro-
grammes

Expansion of government decree No. 109 on subsidies for R&D; 
increase in the share of public investment from 50% to 70% in 
R&D financing; standardization of the electronic component 
base (ECB), interaction of industry enterprises with the regions 
of the Russian Federation, development of the conception of 
clusters

Formation and regulation of civil markets for 
radio-electronic products.
Amendments to the law on industrial policy 
(No 912741-7) and the Tax Code of the Rus-
sian Federation (No 912742-7)

Development and approval of a special procedure for assigning 
the status to the equipment of Russian origin regarding all seg-
ments of radio-electronic equipment, providing preferences for 
the equipment included in the Unified register of radio-electronic 
products up to 30% for the purchases under Federal law 44-FZ, 
mandatory use of the Register in the implementation of nation-
al projects; setting a quota for the customers for the mandatory 
purchase of Russian goods, including the purchase of domestic 
goods from the defence industry, advancing the contracts in the 
amount of at least 50% for import substitution, zeroing VAT for 
enterprises in high-tech industries for the period of 5 years, etc.

Administrative restrictions on the market The ban on state authorities to purchase foreign electronics and 
equipment in case of availability of the Russian analogues

Compiled by the authors.
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key manufacturers of light-emitting diodes, in-
tegrated circuits, and solar cells.

• Creation of innovative clusters on 
the platform of research and production 
intersectoral associations (clusters), their 
expansion due to technology companies and 
institutions specializing in robotics, electronics 
and IT-solutions. The first intersectoral associ-
ation was created on the i.moscow platform of 
the Moscow innovation cluster. Its participants 
“will work at major projects in the field of elec-
tronics, robotics, information technology, and 
medicine” (Na platforme i-moscow…, 2020). 
This is a new cooperative model of the partici-
pants of “Zelenograd”, an innovative territorial 
cluster in the field of microelectronics based on 
nitride technologies ensuring the production of 
electronic products that are not only compara-
ble to foreign analogues, but also superior to 
them.

• Reformatting and integration of 
specialized assets of all the companies of 
the radio-electronic cluster (REC) of “Ros-
tec” State Corporation. By January 1, 2020, 
the assets will have been transferred to the 
management of the united instrument-making 
corporation, the dominant motives being the 
consolidation of different competencies for cre-
ation of complex products of the 4th industrial 
revolution (in the field of the 5G communica-
tion standard, smart city, etc.).

• Attraction of Western investments 
aimed at implementing fundamental high-
tech projects to the format of intersectoral 
clusters. “Rusnano” group has proposed a 
new cluster format, “seed-clusters”5, in elec-
tronics, the cluster being the “flexible elec-
tronics” cluster. In the global electronics mar-
ket, the volume of flexible electronics is about 
12 billion USD. The volume is forecasted to 
amount to 44 billion USD by 2027. Together 
with the Moscow government JSC “Rusnano” 
has decided to build a Russian flexible elec-
tronics centre in the “Technospark” nanocen-
tre (“Flex Enable” startup (UK, Cambridge) 
is among the nanocentre’s participants. In its 
portfolio there are more than 140 patent fami-
lies and the production facilities of the “Plas-

5 This is the name that “Rusnano” group gives to new clusters 
that should appear in Russia in the next ten years.

tic Logic GmbH” plant (Dresden))” (Men’shi-
kova, 2017).

Thus, in Russia, the functioning of clus-
ters in electronics has gone through the format 
of territorial clusters to industrial ones. Nowa-
days its format is that of intersectoral forms of 
different territories. In the near future, it is quite 
possible to move to the creation of international 
electronics clusters, when foreign partners will 
become their full-fledged participants.

Discussion of the Results 
Forms and Examples  
of Effective State Support  
for Electronics Companies

In physical terms the level of the Russian 
market of electronics in 2019 is that of 2018. 
Yet, in current prices it had “sunk” due to the 
drop in prices for component parts. Against 
the background of stagnation of the Russian 
market of electronics, the state-supported con-
tract manufacturing segment grew by 26%. 
The main contribution to the increase in sales 
of services of contract manufacturing of elec-
tronics was made by major import substitution 
projects in the market for computer hardware.

Services of contract manufacturing of 
electronics are rendered by more than 50 Rus-
sian companies. In value terms the top 5 man-
ufacturers have provided a total of more than 
50% of the total volume of orders (Elektronika 
rastet v vysotu, 2019).

The lag of Russian electronics from the 
world is clearly shown in the production of ci-
vilian products, whereas in the production of 
military products Russia has parity with the 
developed countries. Moreover, in some areas 
(for example, microwave electronics technol-
ogies, virtualization technologies in telecom-
munications and high-speed data transmis-
sion based on DWDM technologies, etc.) it 
is a leader. And if at the first stage of import 
substitution electronics companies sought to 
saturate the domestic market with the domes-
tic component parts, then by 2020 they strive 
to enter the world market with modern elec-
tronic products when introducing dual tech-
nologies, digitalizing business processes, and 
using state support.
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However, digitalization of business pro-
cesses in electronics companies has revealed 
two urgent problems:

- Russian companies prefer foreign soft-
ware; yet, its use might be unsafe for the coun-
try’s technological independence;

- there is no domestic unified integrated 
information system, since almost all Russian 
enterprises prefer to create their products for 
solving private production tasks (even if it con-
cerns the same enterprise), which are incom-
patible for the digital transformation of busi-
ness processes.

Regional clusters still form the main sup-
porting industrial frame for Russia’s socio-eco-
nomic and spatial development. Offers for cre-
ating them come both “from below” and “from 
above”. After the 2008 crisis, clusters were 
formed and financially supported with grants. 
After 2014, there was a trend of regional expan-
sion of the cluster zone (Tomsk, Novosibirsk, 
Omsk, the Far East, etc.).

Since 2017, there has been a trend in the 
regions of the Russian Federation to form clus-
ters of electronics “from below” within the 
framework of national projects. For example, 6 
Novosibirsk companies have created and reg-
istered the “Digital power engineering” indus-
trial cluster as part of the “Digital economy of 
the Russian Federation” national project. It will 
make it possible to produce complex products 
for digitalization of electric networks, and by 
2025 it will have tripled production volumes 
(up to 15 billion rubles per year).

Conclusions. Possible Changes  
in the Metrics of the Russian Market  
of Electronics in Conditions  
of Financial Turbulence

Against the background of the global re-
cession and pandemic, a drop in GDP growth 
and exchange rate volatility are expected in 
2020. This will make adjustments to the elec-
tronic production functioning. The coronavirus 
pandemic disrupted the rhythm of global tech-
nology supply chains and sharply separated 
Russian electronics companies from the market 
of component parts and accessories. It also put 
the non-fulfillment of a number of long-term 

government contracts at risk. In addition, the 
market will face a “compression” due to a drop 
in the population’s purchasing power, reduction 
in the investment in the infrastructure compa-
nies’ technological development.

The Strategy for the development of elec-
tronics until 2030 sets fairly high targets for the 
industry development: “the share of revenue 
from the sales of Russian electronic products 
in the country’s GDP is 3.5% (the share of the 
electronic industry in the GDP of the Russian 
Federation is currently 1.8%); the share of civ-
il electronic products produced by the Russian 
enterprises in the total domestic electronics 
market (by revenue) is 57.4%; the share of elec-
tronic products produced by Russian enter-
prises in the total domestic electronics market 
(by revenue) is 59.1%; output per employee in 
the electronics industry is 12.5 million rubles” 
(Minpromtorg poslal elektroniku v GChP, 
2020).

These are the institutional factors that 
facilitate the companies’ entering the foreign 
market of electronics and the institutional fac-
tors of the development of the domestic mar-
ket of electronics that favour such indicators 
under the new industrial model. The factors of 
the first group obviously include the following 
ones:

1. Establishing the control over strategic 
companies, focusing their development on 
several narrow and high-margin niches, such 
as radiophotonics, artificial intelligence tech-
nologies, quantum simulators and sensors. 
The global market in these areas is just being 
formed, and Russian manufacturers, having 
certain competitive advantages in development 
and production, could form a worthy share in 
export deliveries of the latest types of electron-
ic products.

2. Development of public-private partner-
ships for the formation of leading companies in 
Russia, regarding both the business scale and 
the technology level. These areas can be quick-
ly implemented while making use of partner-
ship with Russian leading companies with state 
support through a consolidated order.

Among the factors of the second group, 
we mention not only the creation of a nation-
al preferential regime and the improvement 



– 1850 –

Elena A. Solomennikova, Larisa I. Lugacheva… The Strengthening of Economic Position of Russian Electronics…

of the institutional climate in the electronics 
market, but, first of all, the integration of state 
holdings in major areas of development and 
strengthening their positioning in the civilian 
market.

Integration creates the conditions for the 
companies’ optimal cooperation and the for-
mation of a full cycle of own production, in-
crease of the manageability of the enterpris-
es, and saturation of the Russian market with 
domestic products. In 2020, integration of the 
companies’ assets in the electronics market 
will cover the following areas:

• Creation of a consortium in the field 
of telecommunications and radio electronics. 
It will integrate JSC “Sozvezdie” (“Rostec” 
group), “RTC – network technologies” (a joint 
venture of “Rostelecom” and “Nokia”), “Ele-
ment” (a joint venture of AFK “Sistema” and 
“Rostec” group).

• Formation of a consortium of medical 
equipment developers and manufacturers. The 
main reasons for its creation are to overcome 
the dependence on the import supply chain for 
a number of critical items (both finished med-
ical equipment and components); to develop 
and produce a line of domestic medical equip-
ment (analytical, diagnostic, and therapeutic); 
to localize the most important types of med-
ical equipment in Russia due to the risks and 

threats caused by the spread of coronavirus 
infection.

• Emergence of the “Computer tech-
nology” Consortium (ANO “VT”, April 2020, 
supported by the Ministry of industry and trade 
of Russia). Among its founders are leading 
Russian companies developing and manufac-
turing computer equipment. The consortium 
will favour the conditions for the formation 
of national champion-companies that have al-
ready proved their ability to create competitive 
products independently and represent the coun-
try at the global level in real market conditions. 
It will also protect the interests of Russian com-
puter software developers and help increase 
their market positioning share.

In the short term, the Russian sector of 
large and medium-sized businesses will also 
implement integration strategies of electronics 
companies to maintain and increase a certain 
share and niche in the domestic market. New 
promising projects related to the production 
of electronics will focus on a high and legally 
fixed level of purchases of Russian equipment. 
National projects that involve expanding the 
presence of small businesses and their situa-
tional partnership with large companies will 
continue to be implemented. Therefore, the 
domestic market of electronics will receive an 
additional impetus to its development.
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Introduction
Due to the rapidly changing needs of the 

current technological platform, the problem of 
professional training in economics and man-
agement is of great interest for economists 
and educationalists. One of the trends in the 
post-industrial economy is innovative entrepre-
neurship. Attention of business, government 
and researchers shifts from implementing sin-
gle innovative products to developing innova-
tive entrepreneurship as a specific form of deep 
division of labour in organizations, innovation 
systems and network innovation structures 
(Kovalevich & Shchedrovitsky, 2016).

Let us address the OECD definition of 
innovation: “An innovation is an implementa-
tion of a new or significantly improved product 
(good or service), or process, a new marketing 
method, or a new organizational method in 
business practices, workplace organization or 
external relations” (Oslo Manual, 2018). Based 
on the novelty degree, OECD classifies innova-
tions into three levels: a company level, a (sec-
toral or spatial) market level and a level of global 
economy. At the same time, innovative activity 
arises in the activities of “productive” entre-
preneurs, who form value chains at all steps, 
from basic research to spreading innovation 
and meeting the demand for a product (Bau-
mol, 1990). For the purposes of our research, 
it is significant to note that J. Schumpeter, the 
founder of studies of innovations in economics, 
considered an innovation to be more than an 
invention itself, but “...an implemented method 
of using it in systems of technological division 
of a labour” (Kovalevich & Shchedrovitsky, 
2016). Implementing “...a method of using...” 
(of an invention) and, more broadly, switching 
to a new division of labour relations evokes the 
importance of a task to form new anthropolog-
ical and professional qualities necessary to en-
sure functioning of innovation systems.

Thereby, a higher education system faces a 
demand to train economic and managerial per-
sonnel capable of acting independently and re-
sponsibly in an existing or a new organization 
during transition from streamlined business 
processes to a new system of technological, or-
ganizational and managerial processes that an 
innovation consists of (according to the Schum-

peter’s definition). In this context, a demand for 
developing general professional competencies 
besides special entrepreneurial competences is 
discussed.

Defining the objective  
of studying professional training  
of economics students for innovative activities

In order to successfully implement an in-
novative project (especially a technology start-
up), readiness of the project participants to act 
in situations of high uncertainty, maximizing 
the efficiency and independence of actions, the 
creativity of proposed solutions and communi-
cative competences, are crucial. This statement 
is based on a fairly obvious assumption that, 
besides research fellows and engineers, any 
technology requires specialists in economics 
and liberal arts for managing, ensuring logis-
tics and sales, training prospective personnel 
(Aronov, 2017).

Is Russian higher education ready to shift 
from streamlined processes to innovations? 
Currently, there is a wide array of publications 
on topics of developing entrepreneurial com-
petencies and special issues of economists’ 
training (language, mathematics, communi-
cation, IT etc.). The economists’ training is 
discussed from the perspective of searching 
for new teaching methods that would expand 
the communicative and operational skills of 
the students. Development of a professional 
training curriculum for the innovative econo-
my has been discussed by few authors based 
on the analysis of existing professional, edu-
cational standards and employers’ survey. A 
theoretical basis for the curriculum design is 
constituted by an idea that innovation is an ac-
tivity associated with risk and creativity (Lyt-
neva & Parushina, 2016). Practitioners note 
that project-based learning and case method 
are effective for training economists, manag-
ers (Aleksenko et al., 2015) and entrepreneurs 
(Shirokova et al., 2015). At the same time, Rus-
sian entrepreneurial education faces a number 
of problems, such as discrepancy between the 
competences formulated in the curriculum and 
the market demand; poor teaching methods; 
lack of consistency in acquiring theoretical 
and practical entrepreneurial skills; unfriendly 
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university environment (Pluzhnik et al., 2018). 
According to the Global University Entrepre-
neurial Spirit Students’ Survey international 
project (GUESSS), high readiness for entrepre-
neurship among Russian students (27% of Rus-
sian survey participants, in comparing to 21% 
participants of other nations) is followed by low 
involvement of students in entrepreneurial ed-
ucation (less than 45% of Russian participants). 
The largest proportion of respondents (61% in 
Russia vs. 32% abroad) consists of economics 
and law students (Shirokova et al., 2016).

No publications on the topic provide any 
analysis of methods and levels to look up to 
while stimulating activity of an economist in 
an innovative project. A concept of “innovative 
activity” implies that professional training re-
quires educational space that allows acquiring 
a set of norms different from those needed to 
act in a situation of a streamlined business pro-
cesses (Rutskiy, Tanenkova, 2017). The pur-
pose of this article is to develop a level model of 
an economics students’ readiness for innova-
tive activities. To achieve this goal, we studied 
the readiness of economics students for innova-
tions. We formulated methodological and prac-
tical grounds to perform an experiment while 
training economists to work in an innovative 
project, and conducted a survey aimed to iden-
tify the economics students’ readiness for in-
novative activities in different socio-economic 
and cultural environments.

We believe that a programme for innova-
tive economists’ education should be based on 
the level model of the students’ readiness for 
innovative activities. First of all, steps to imple-
ment an innovative project and an economist’s 
professional tasks in these steps, as well as the 
level model of developing a culture-adequate 
method/manner of action, need to be defined. 
A separate article will be devoted to provide a 
methodological support for designing a curric-
ulum based on a model of generalized educa-
tional results relevant to economics education.

Substantiating the level model  
of economics students’ readiness  
for innovative activities

The stages of developing and implement-
ing an innovative project include various pro-

cesses: creating new knowledge in private and 
public research and educational institutions, 
transferring knowledge, forming new add-
ed value while producing goods and services 
(Baumol, 1990). These stages make up the fol-
lowing sequence:

1. Basic scientific research.
2. Applied research.
3. Experimental research and engineer-

ing.
4. Making a prototype: a product, a key 

device, an asset, ensuring an intellectual prop-
erty.

5. Small-scale production of new prod-
ucts or a business model optimization (both 
adding new value and controlling business pro-
cesses).

6. Capturing new markets (creating new 
markets or capturing existing ones). As a rule, 
it occurs in large-scale production of a develop-
ing or an established business.

7. Diffusion of innovations. Spreading of 
innovative products and ideas into related in-
dustries goes in a form of knowledge transfer.

With this list being put into the context of 
our study, we have a great interest in readiness 
for commercialization of new knowledge at 
the fourth and fifth stage. Resources of any 
project are always naturally limited, while the 
expected results and outcomes are highly un-
certain. As far as these assumptions are taken 
into account, the entrepreneurial competences 
of economists and managers become extremely 
sought for altogether with the ability to raise 
and manage resources (primarily financial and 
labour), designe a business model, calculate 
business efficiency and optimize business pro-
cesses in a highly volatile environment at start, 
at growth stage and upon completion of a ven-
ture investment (Pyzhev & Rutskiy, 2018).

In process of key project production and 
management tasks solving, economists and 
managers acquire an ability to solve different 
types of subject-specific tasks, an ability to 
transform a way of problem solving, an ability 
to unleash one’s creative and socio-psycholog-
ical potential, developed through training and 
practical experience. Problem solving is not an 
individual, but a group activity, that requires 
a combination of “hard skills” (special profes-
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sional knowledge, skills and abilities) and “soft 
skills”: erudition and outlook, rhetorics and lit-
eracy, etiquette and punctuality, creativity and 
originality, communication skills and manage-
ment, giving presentations and conducting ne-
gotiations etc. (Dalibozhko et al., 2018).

Developing the level model  
of economics students’ readiness  
for innovative activities

To determine the concept of innovative 
economists’ training, it is necessary to point 
out the innovative entrepreneurial activity 
tasks related to the professions of an economist 
and manager (Pluzhnik et al., 2018). Our analy-
sis of professional tasks suggests that the tasks 
of an economist remain invariable at each stage 
of a new knowledge commercialization (Bour-
gault & Jaouad, 2014; Škrinjarić, 2016; Lytneva 
& Parushina, 2016; Ivonina et al., 2017). Both 
making prototypes and launching a small-scale 
production involve analytical, project design-
ing and implementation activities. The only 
changing aspect is a degree of uncertainty and 
complexity, that, along with the increasing dif-
ficulty of scaling up business processes during 
commercialization of an innovation, has to be 
overcome by one’s own efforts.

In order to develop the model of econom-
ics students training for professional innovative 
activities, first of all, we consider an essence of 
economist’s activities in an innovative proj-
ect. According to the current publications, we 
mark out three types of professional tasks that 
an economist faces at the stage of new knowl-
edge commercialization in innovative projects 
and start-up companies:

1. Analytics. Analysing and evaluat-
ing economic feasibility of a project business 
model, which implies making an effort to col-
lect the necessary data (especially market, op-
erational and financial data) and to evaluate a 
method of adding value of offered goods and 
services. Features of these analytical tasks are 
determined by complexity of business goals 
and data sources at each stage of the project.

2. Project designing tasks with ele-
ments of managerial tasks. Project design 
implies taking actions to develop a business 
model focused on increasing the speed and re-

ducing the cost of engineering, production and 
marketing business processes. Designing may, 
for example, involve financial planning and in-
vestment raising: calculating production costs 
along with predicting business growth rates, 
i.e. planning revenues and expenditures, as-
sessing investment needs, presenting the proj-
ect to investors, etc. That also includes mak-
ing a production plan for the project (including 
staff instructions), a marketing strategy and 
marketing plan, a supply management plan, 
a human resources management strategy and 
associated plans, all necessary documentation 
and correspondence etc.

3. Practical implementation tasks. 
These tasks include project implementation 
activities within the framework of the project 
division of labour and the business model. For 
example, actions may concern accounting and 
filling out various generalized reporting forms: 
analysing expenses incurred and income re-
ceived, interpreting profits and prospects to use 
it, making and presenting financial reports, jus-
tifying the funding strategy etc. These actions 
may include sales and procurement; commu-
nicating with customers and suppliers for the 
project; planning, motivating and controlling 
the project staff; communicating with parties 
involved, developing the overall project strat-
egy and manners of effective actions for the 
participants.

At the same time, an innovative econo-
mist’s tasks naturally become more complex 
when switching from solving typical produc-
tion problems to non-standard ones. We assume 
that typical production tasks are those requir-
ing “blueprint actions” to be accomplished, i.e. 
based on a precedent from someone else’s expe-
rience, from a university course or from practice 
of an existing enterprise or a project. Non-typ-
ical tasks can be presented as a set of standard 
ones; accomplishing this type of tasks requires 
exclusive solutions. For example, designing and 
implementing a fast and cheap way to perform 
a key business transaction, establishing a com-
munication method with a key target consumer 
group, developing a successful negotiation mod-
el with venture capital investors etc.

Let’s move on to a description of the pro-
posed level model of students’ readiness for 
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innovative activities. We refer to the lev-
el model of developing thinking and under-
standing processes during acquisition of ob-
ject-aimed manner of action (the individual 
progress model of a school student) (Aronov et 
al., 2006; Bazhenova & Znamenskaia, 2017). 
At present, the level model of school students’ 
individual progress in educational activities 
consists of three levels: reproductive, reflexive, 
and resource.

The first (reproductive) level is the level 
of acquiring an external structure of an ob-
ject-aimed action. The skill of accomplish-
ing typical tasks by reproducing an algorithm 
(rule-based problem solving) is developed. To 
perform an action at this level, it is enough to 
apply some known samples, to complete some 
professional try-outs supervised by a teacher/
mentor. Since the model was developed to as-
sess an individual student’s progress rather than 
to aid designing a curriculum, it is important 
to us to interpret understanding as an ability 
to regard someone else’s action as a significant 
one, and to interpret thinking as an ability to 
mark out operational composition in someone 
else’s action.

The second (reflexive) level implies estab-
lishing relevant connections while developing a 
method to solve a problem full of additional ir-
relevant (“noise-making”) details, on the basis 
a known method supplemented by additional 
analysis. This type of action is called a reflex-
ive action associated with an act of under-
standing, what a topic of a problem situation 
is. The result of an action at this level is a gen-
eralized problem-solving model that requires 
marking out a significant relationship between 
topics, details, circumstances etc. At this lev-
el, it is important to interpret understanding as 
marking out and highlighting relevant relation-
ships, and to interpret thinking as developing a 
generalized manner of solving a whole class of 
problems.

The third (resource) level describes an 
action in the functional-semantic context of 
problem solving, which requires modifying an 
existing method/manner. It may be explained 
as “...acting in reliance on the functional-se-
mantic presentation of a problem as a system 
of mutually agreeing elements: objective, con-

ditions, means”. At this level, it is important to 
interpret understanding as transferring a gen-
eralized method/manner of action to another 
sphere or domain, and to interpret thinking as 
a self-sustained task making in the new topic 
or sphere.

At present, the model described by the au-
thors of this article is applicable to monitoring 
individual progress of school students acquir-
ing item-specific methods/manners of action. 
When describing a student’s model of readi-
ness for innovative activities in their interac-
tion with labour market, we highlight the two 
key factors that require refining the individual 
progress model in order to describe readiness 
of that kind.

Firstly, at university, acquiring a cul-
ture-adequate method/manner of action is re-
lated to acquiring a method/manner of solv-
ing real world-based educational tasks (in this 
study, these are analytical, project designing 
and practical implementation tasks of an econ-
omist in an innovative project) (Aronov & Er-
makov, 2015). Secondly, readiness for action in 
an innovative project manifests itself beyond 
the scope of action with a given item and im-
plies personal initiative (which demonstrates 
a conscious attitude towards learning and 
setting individual tasks to transform a curric-
ulum and to carry out professional activities). 
Accordingly, in addition to a competence mod-
el of educational process outcomes, which is 
popular in today’s education theory, there is 
a need for an additional characteristic related 
to learning-and-professional and profession-
al-and-learning reflection, where a dynamics 
level of an initiative is taken into consideration. 
The first type of reflection views students as 
persons being educated (object of education). 
The second type views students as persons re-
sponsible for their own education, able to in-
dependently organize their educational process 
and reflect upon their activities in solving pro-
fessional problems.

The model of students’ readiness for 
innovative activities includes categories of 
skill, knowledge, ability and competence. 
In this context, skill means assimilating a way 
of transforming input data (materials) to de-
velop a product with specified characteristics. 
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Knowledge is understood as focusing on and 
making a mental note of ways and means used 
to perform the input data transformation. Abil-
ity implies acquiring generalized methods and 
means for working with quite arbitrary mate-
rials or data and is regarded as a character-
istic of readiness to perform transforming of 
the said materials or data. By competence we 
understand functional application of knowl-
edge, means and methods, that manifests it-
self when a person acts in a difficult situation; 
in other words, it is an ability to compile some 
techniques to solve a problem in a challenging 
situation (Aronov & Ermakov, 2015; Bazhe-
nova & Znamenskaia, 2017). The contexts, 
where professional competences of graduates 
are manifested, are related to their general-
ized attitudes to activities (Golub et al., 2008). 
In our opinion, professional competences can 
be understood as competence levels of a pro-
fessional in a business project. Then the repro-
ductive competence level (a threshold level in 
terms of assessing a professional’s readiness) 
is an ability to act in a standard situation of 
a streamlined business project. It can be re-
ferred to the context of “...labour relations as 
organizing duties of an employee (but not di-
rect interaction with the object of labour, in 
which professional competence manifests 
itself first of all)”. The reflexive competence 
level (or simply “competence”) manifests it-
self in the context of “...promoting oneself as 
an employee in the field of employment or 
self-employment (professional self-determi-
nation)”. The functional-semantic (resource) 
competence manifests itself in the “vertical 
and horizontal interaction in a team” context.

To describe activities of an economist 
in an innovative project, the key professional 
competencies in the form of general and specif-
ic competencies need to be defined, as demon-
strated by (Aronov & Ermakov, 2015). General 
professional competences include understand-
ing of technology and characteristics of a final 
product or service, an ability to use different 
technological solutions to achieve a result cor-
responding to certain standards. Specific pro-
fessional competences include knowledge of 
properties and characteristics of fixed assets, 
specific equipment, raw materials, and data, 

an ability to quickly and effectively use these 
properties and features to operate. We assume 
that students are ready for innovative activities 
when they demonstrate key professional (both 
general and specific) competences developed at 
a certain level.

Developing the ability for profession-
al-and-learning reflection implies active 
modelling of professional activity in the 
educational process. Development of learn-
ing-and-professional reflection is supported 
by a teacher functioning as a tutor. Active 
modelling requires an additional position of 
a supervisor. Of course, a mentor is required 
as well to ensure readiness to transit from 
the educational process to the production 
process.

In order to attain the first (reproductive) 
competence level, a try-out in setting person-
al goals and objectives of the educational pro-
cess (a claim for a level of educational results 
to be achieved) becomes a subject of learn-
ing-and-professional reflection. Students inter-
pret grade criteria, bring them into correlation 
with the typical study tasks (which requires 
passing a test in any form) and with their per-
sonal goals.

Reaching the second (reflexive) lev-
el requires that the main subject of learn-
ing-and-professional reflection is changed to a 
steady interest to assess one’s own abilities, to 
summarize their experience of solving educa-
tional and professional tasks. Students start to 
work on their own initiative in practical train-
ing (regarding production process) and make 
independent try-outs to gain experience of ob-
taining their own results.

Reaching the third (resource) level im-
plies that the main subject of learning-and-pro-
fessional reflection is changed to identifying 
conditions needed to acquire an integrative 
competence to manage their own resources, 
capabilities and risks in learning-and-profes-
sional activities.

A criterion to attain a next level is a stu-
dent’s ability to set personal goals aligned to 
their results in the educational process, re-
sources, and tasks of the production process.

Thus, introducing the concept of learn-
ing-and-professional reflection to teaching 
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and learning at a higher educational institution, 
and the concept of professional-and-learning 
reflection to professional production manage-
ment training, ensures improving readiness 
for innovative activities from one level to an-
other, as well as the ability to take different 
positions in the academic and production pro-
cess.

Table 1 sums up the key characteristics of 
each model level.

A sociological study  
of economics students’ readiness  
for innovative activities, with respect  
to various socioeconomic  
and cultural backgrounds

To put the level model to a test and to deter-
mine the readiness of real economics students 
for participating in an innovative project, we de-
veloped a questionnaire. The respondents were 

Table 1. The level model of economics students’ readiness for innovative activities
Level 1

Reproductive
Level 2

Reflexive
Level 3

Resource
1 2 3 4

Skills

One performs a task that 
only requires identifying 
its type and implement-
ing a given formalized 
pattern (algorithm, rule) 
for the action, relying on 
obvious signs.
One follows instructions 
on performing typical 
production tasks when 
reproducing an action, 
following an example, is 
needed

One solves problems that 
require taking actions 
based not on the exter-
nal characteristics of the 
problem, but on relevant 
relat ions/connect ions 
(between concepts, phe-
nomena, events, observa-
tions, data), that require 
abstracting from random 
data.
One makes adjustments 
to a business model if 
an emerging production 
problem has a material 
impact on business pro-
cesses. One implements 
the solved production 
problem in the business 
model, overcoming ob-
stacles and excessive ir-
relevant data

One performs tasks that require imple-
menting a learned method of acting into 
a system of other available intellectual 
resources, where it is needed as means 
to transform materials (data) for another 
subject.
One has applied knowledge of a method 
(when needed to modify the method or 
conditions to use it).
One transforms professional production 
tasks into a business model, overcoming 
an absence of essential data and deter-
mining conditions for acting.
One completes the problem situation in a 
way, that makes a well-known method of 
action applicable, or transforms the situ-
ation, so it becomes applicable

Knowledge

One knows typical 
(standard) procedures, 
techniques, methods, in-
structions to identify and 
perform typical produc-
tion tasks.
One is familiar with ex-
amples of actions

One knows means (in-
structions, techniques), 
allowing to perform a set 
of professional tasks.
One has knowledge to 
identify and model a rele-
vant relation/connection.
One knows means for 
making connections be-
tween data

One knows principles, models, tech-
niques allowing to solve professional 
problems, that require searching addi-
tional information and transforming a 
problem to a task:
1. To mark out the problem in a profes-
sional situation.
2. To set the task based on the situation 
analysis and to identify a relevant rela-
tion/connection.
3. Based on the relevant relation/con-
nection, to develop a method of acting. 
If necessary, to use it as intermediary 
means to develop a more complex meth-
od of acting
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1 2 3 4

Abilities

One has a positive atti-
tude towards knowing a 
method of acting and re-
producing it via multiple 
repetitions. One is ready 
to carry out a try-out of 
the method, identify a 
relation/connection be-
tween conditions and the 
method implementation

One has knowledge of a 
method in a generalized 
form. One is able to de-
velop the method indi-
vidually to solve a profes-
sional problem on a basis 
of conditions analysis 
and a known method, and 
to develop a generalized 
model of this task

For every new situation, one is capable of 
developing a method of acting similar to 
the previous situation:
1. Developing a model for the method of 
acting in a known situation.
2. Using the model outside the situation 
(for types of tasks different from the one 
this algorithm was developed for)

Competence

One acts in a typical 
(standard) situation of 
a streamlined business 
project, works with real 
risks under guidance of 
a mentor, using given 
performance criteria, 
while remaining within 
a framework of a division 
of labour system (thresh-
old competence)

One performs a reflexive 
action associated with 
an act of understanding 
a “subject/essence” of 
a task. One sets goals 
higher than one’s official 
duties in the division of 
labour demand (reflexive 
competence)

One acts relies upon functional-seman-
tic representation of a task as a system 
of mutually agreed elements: objective, 
conditions, means.
In an innovative project, one is capable of 
acting in accordance with technical lim-
itations, carrying out production tasks 
and evaluating effectiveness of possible 
solutions (combining creativity and stan-
dard rules)

Learn-
ing-and- 

professional 
Reflection / 
Profession-

al-and-learn-
ing Re-
flection

One sets personal goals 
and objectives, choos-

es a level of achiev-
ing educational and 
professional results

One assesses one’s own 
capabilities, sums up an 

experience of obtain-
ing one’s own results 
in solving educational 
and professional tasks

One acquires an integrative com-
petence of managing one’s own 

resources, capabilities and risks in 
learning-and-professional activities

Continuation Table 1

economics students from three countries, three 
socioeconomic and cultural environments. The 
respondents from various universities of Rus-
sia and China were participants of the Interna-
tional Summer School named “Contemporary 
Problems of Economics and Practice”, held at 
the Siberian Federal University (Krasnoyarsk, 
Russia) in 2017 and 2018. Respondents from 
Europe were students of a short lecture course 
at the University of Granada (Spain) in 2017. At 
the Summer School, during an “Entrepreneur-
ship, Development, Innovation” class, Russian 
and international students became acquainted 
with theoretical basis of the course, discussed 
actual experience of innovative activities with 
experts, and took part in designing and pre-
senting an innovative project. A short-term in-
teractive lecture course “Regional Innovation 

Systems” for bachelor students majoring in 
Economics at the University of Granada was 
aimed at discussing applied results of the in-
ternational project “Technology transfer in 
post-socialist economies – the case of Ukraine 
and Russia in comparison with East Germany 
and Poland”. Our survey was conducted before 
the course focused on innovative activities and 
an economist’s tasks in an innovative project.

The questionnaire consisted of four parts. 
The first part was intended to collect data on 
general ideas of the respondents about innova-
tive projects. The survey participants were of-
fered to list the innovative projects they were 
familiar with, to list the key characteristics of 
an innovative project, to tell about an experi-
ence of participating in such projects or meet-
ing with innovators in person.
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The second part of the questionnaire re-
corded the students’ knowledge of an econo-
mist’s innovative tasks. The third part allowed 
us to gather data on the students’ attitude to-
wards educational process, i.e. to assess a pos-
sibility of presenting the educational process at 
a university as implementation of an innovative 
project. While composing the questions, we as-
sumed that “innovativeness” could manifest it-
self as inventing a way of learning and building 
a productive relationship with lecturers, and 
making it a common practice. We assumed that 
enlarging the third part of the questionnaire 
and including case studies in it would make 
it possible to determine the level of students’ 
readiness for innovative activities.

The fourth part of the questionnaire was 
dedicated to observing ways of student life that 
allowed to develop competences of an innova-
tive project’s economist. 144 students took part 
in the survey: 40 students from Russia, 68 stu-
dents from China, 36 students from Spain.

In the first part of the questionnaire, the 
following data were collected. Of all the re-
spondents, only one student has ever had a con-
versation with an innovator. The rest only list-
ed innovative (in their opinions) projects that, 
however, were quite diverse. Asked to list in-
novations, students cited individual businesses 
(e.g. the Alipay payment platform), individual 
technologies (like NFC chips in smartphones) 
and market products (Tesla Electric Cars).

In order to explore the students’ ideas 
about innovations, they were offered some 
characteristics of innovative activities (Table 

2). Only the last characteristic (“systematic 
profit, above the average market level”) was not 
the one that determined an innovative activity 
(since profit also comes from other factors, e.g. 
a monopolistic position of a company). Accord-
ing to the obtained results, the students intu-
itively identified relevant characteristics of an 
innovative process. However, they did not view 
“discovering new market niches” as a relevant 
marketing innovation.

The responses of the Russian students 
were mostly associated with technological in-
novations rather than organizational ones. At 
the same time, the Chinese and Spanish stu-
dents were aware that innovation was possible 
at different stages of production and product 
introduction.

The second part of the questionnaire was 
expected to determine a place of the economist’s 
tasks in a streamlined business and in innova-
tive business. Generally, the Russian-speaking 
students’ responses suggested that they did not 
distinguish specific tasks of an economist in 
an innovative project; all of these tasks were 
marked important for both types of business. 
Chinese and Spanish students, on the contrary, 
thought of the tasks related to market evalua-
tion of a business model (i.e. ways to form the 
added value chain of a product/service/work on 
the market) as the main tasks of an economist 
in an innovative project. For Chinese students, 
organizing interaction and communication be-
tween participants in an innovative project was 
also an important task. Spanish students high-
lighted the same task, and also added tasks of 

Table 2. Characteristics of innovations*

Characteristics of innovations
Observed frequency, %

Russian students Chinese students Spanish students
Developing new products 90 70.6 88.9
Developing new technologies 100 58.8 77.8
Finding and using new sources of raw materials 40 47.1 33.3
Organizing new production methods 60 52.9 44.4
Discovering new market niches 30 29.4 33.3
Generating systematic profit above an average mar-
ket level 10 11.8 11.1

* Compiled on a basis of surveys conducted by the authors of the paper.
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analysing markets and interpreting incomes, 
expenses and prospects for profit usage.

So, Russian students could not mark out 
any specific professional tasks of an economist 
in an innovative project: they evaluated all the 
tasks as relevant with no regard to the business 
specificity. Interpreting the survey results, as 
far as educational activities are concerned, 
suggests that the students experienced difficul-
ties in self-determination and choosing profes-
sional tasks, that might be challenging to solve. 
High frequency of the second option drives us 
to the assumption that Russian students tended 
to experience difficulties in cooperating: they 
were ready to accept full responsibility for the 
process, and preferred not to delegate any of the 
professional tasks to colleagues. Consequently, 
Russian economics education is not aimed at 
preparing economists to participate in an inno-
vative project and is more general or universal 
in essence.

Due to crucial importance of communica-
tive tasks in real innovative projects for an in-
novative economist, we added to the question-
naire a special block of questions on the said 
communicative tasks. The results confirmed 
the assumption that Russian students were less 
(than Chinese or Spanish students) ready for 
working in a team and delegating their func-
tions (Table 3-5).

The next question allowed us to describe 
the students’ representations of an economist’s 
innovative behaviour in a company. The Chi-
nese students identified developing action 
plans for a company, when introducing a new 
product to a market, as a relevant indicator of 
an economist’s innovative behaviour (82.4% of 
the responses). In addition to that opinion, the 
Russian students marked the indicator “Set-
ting more ambitious goals than required by 
the company. Exploring and unleashing one’s 
potential to achieve them” as equally relevant: 

Table 3. Differentiating the tasks of an economist in an innova-
tive project in comparison with a streamlined business*

Professional tasks

Observed frequency, %

Not an econ-
omist’s task

Relevant for 
a streamlined 

business

Relevant 
regardless of a 
business type 

A task of an 
innovative 
economist

Rus Chi Spa Rus Chi Spa Rus Chi Spa Rus Chi Spa
Using standard data collection meth-
ods 0 17.6 0 30 35.3 44.4 70 47.1 55.6 0 0 0

Evaluating a business model (ways 
to form an added value chain of 
goods, services, works)

0 0 0 0 5.9 11.1 90 35.3 11.1 10 58.8 77.8

Analysing market opportunities and 
market penetration 0 0 0 20 17.6 0 50 58.8 50 30 23.5 50

Developing a production plan for a 
project 0 0 0 30 18.8 22.2 60 50 33.3 10 31.3 44.4

Preparing accounting reports 10 23.5 0 20 35.3 37.5 60 41.2 50 10 0 12.5
Interpreting data on expenses and 
incomes, prospects for profit usage 0 11.8 0 10 29.4 12.5 70 47.1 37.5 20 11.8 50

Organizing sales and customer com-
munication 0 23.5 22.2 20 17.6 22.2 70 47.1 44.4 10 11.8 11.1

Organizing procurement and com-
municating with suppliers 0 0 25 30 23.5 37.5 60 70.6 37.5 10 5.9 0

Organizing interaction and commu-
nication between participants of an 
innovative project

0 5.9 0 10 23.5 22.2 80 23.5 66.7 10 47.1 11.1

* Compiled on the basis of surveys conducted by the authors of the paper.
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60% of the respondents chose both options. 
The responses of the Spanish students were 
equally distributed, but the opinion on impor-
tance of developing a strategy in the situation 
of introducing a new product prevails (66.7% 
of the responses).

It should be noted that according to ex-
perts from the business environment, who ad-
vised us on the questionnaire, working with 
real risks in a streamlined business under the 
guidance of a mentor is innovative behaviour, 
since it opens new opportunities for both mar-
keting and production. The distribution of this 
choice was as follows: 10% of the Russian stu-
dents, 11.8% of the Chinese respondents and 
33.3% of the Spanish students.

In order to adequately interpret the stu-
dents’ responses, it is crucial to consider the 
specificity of corporate policies in different 
countries. If it supports an economist’s par-
ticipation in developing a plan of actions, then 
the students’ assessment of this characteristic’s 
significance describes the real situation.

The next set of questions was aimed at 
identifying students’ attitudes towards the ed-
ucational process as a model of an innovative 
process. The first of them allowed us to inter-

pret whether the students set goals for their 
educational process. The results indicated that 
all the respondents from Russia declared that 
goal-setting for their learning process at school 
or college/university was an actual practice, 
76.5% of the Chinese students and 75% of stu-
dents from Spain did the same.

The respondents were asked about a stu-
dent’s possible behaviour towards the education-
al process: “If you were offered to become in-
novative in your educational process, then what 
would be your actions? Choose one option.”

For economics students, teaching was not 
their professional major; therefore, inventing 
new effective ways of learning was an inno-
vative task for them. The option that depicts a 
student’s innovative behaviour, correlates with 
the basic stages of a start-up project: it displays 
the attitude towards a student’s innovative be-
haviour, associated with inventing a method, 
testing it and spreading it among a group of 
students.

The first type of response (getting a higher 
score in one or more classes), means only an 
individual student’s claim and is determined by 
the requirements set by the teacher. The option: 
“Your style of studies was more of “drifting 

Table 4. Significance of organizing interaction and communication between participants  
of an innovative project compared to a streamlined business – as an economist’s task*

Professional tasks

Observed frequency, %

Not an econ-
omist’s task

Relevant for 
a streamlined 

business

Relevant 
regardless of a 
business type 

The task of 
an innovative 

economist
Rus Chi Spa Rus Chi Spa Rus Chi Spa Rus Chi Spa

Developing a strategy, demonstrat-
ing examples of effective actions to 
participants

0 5.9 0 10 23.5 0 60 35.3 55.6 30 35.3 44.4

Organizing a project team’s work in 
accordance with the project plan 0 11.8 0 30 17.6 22.2 60 41.2 44.4 10 29.4 33.3

Inspiring project participants for ef-
fective actions, providing incentives 
for effective work

10 17.6 0 10 23.5 22.2 70 23.5 33.3 10 35.3 44.4

Ensuring control over accomplish-
ing the assigned tasks 10 23.5 0 10 35.3 22.2 50 35.3 22.2 30 5.9 55.6

Providing training opportunities, 
mentor assistance, advanced train-
ing

20 17.6 0 20 23.5 11.1 50 35.3 44.4 10 23.5 44.4

* Compiled on the basis of surveys conducted by the authors of the paper.
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with a flow”...“ is similar. The behaviour type 
“You diligently do all the tasks...” was not new 
for their educational experience; moreover, 
the following outcome of the situation in the 
form of emotional experience suggested that a 
method of achieving the desired result was not 
found.

The responses were distributed as follows. 
The Chinese students (92.9% of the respons-
es) were more oriented towards inventing ef-
fective ways of learning and distributing the 
knowledge, while the Russians (57.1% of the 
responses) were less focused on learning. For 
the Spanish students, this option was the most 
significant (66.7% compared to other options). 
Notably, only the Russian students chose “Get-
ting a higher score...” as an innovative student’s 
behaviour. We assume that these survey results 
indicate that students got confused with dis-
tinguishing innovative behaviour (inventing a 
“method” and its dissemination) and adapting 
to existing requirements. In addition, the re-
sults provide grounds to discuss the emotional 
attitude to a failure: the Russian and Chinese 
students were more tolerant to the situations of 
“injustice”, while the Spaniards were hurt by 
this situation (33.3% of the students chose the 
third option).

The final block of questions was aimed at 
exploring the students’ ideas about an econ-
omist’s professional tasks in an innovative 
project. Students identified practice in an “in-

novative” enterprise, familiarizing with biog-
raphies of famous economists, mentoring by a 
business coach, classes at a higher educational 
institution as ways of learning. The diverse and 
unsystematic responses imply that there is no 
general systematic training for innovative ac-
tivities in any country, which corresponds to 
the previously reported results of the GUESS 
project (Shirokova et al., 2016). Students can 
develop competence in an economist’s integral 
tasks in an innovative project only by their own 
student initiative.

Thus, the results of the survey confirm a 
fact that organizing the economics students’ 
training in participation in innovative projects 
requires developing a specialized academic 
curriculum. Readiness to participate in inno-
vative projects means that students have an 
ability to engage in processes of improving and 
changing production, know how to evaluate 
and analyse benefits of technological process-
es, adapt to a real situation, know how to get 
necessary additional training, use innovations 
and change technologies. Ensuring this readi-
ness imposes special requirements for actions 
of faculty and employers. Based on the results 
of the study, we suggest several conditions to 
be considered when developing the academic 
curriculum with innovative entrepreneurship 
in mind.

Firstly, the framework of reflexive-activity 
approach allows us to identify different types 

Table 5. Students’ attitudes towards educational process*

Alternative attitudes to the educational process
Observed frequency, %

Students 
from Russia

Students 
from China

Students 
from Spain

Getting a higher score in one or more classes 28.6 0 0
Coming up with a new effective way of learning (algorithm for 
acquiring knowledge, skills; forms and means of communicat-
ing with a teacher; a method to overcome obstacles in learning). 
Predicting the consequences of using the method. Applying an 
effective way. Understanding, why the result is as it is. Offering 
the method to classmates (optionally)

57.1 92.9 66.7

Your style of studies was more of “drifting with a flow”. Now you 
decided to set a goal: “To get the highest marks!”. You diligently 
do all the tasks the teacher gives you. At the exam, you get a 
mark below the desired one. You are very upset about this

14.3 7.1 33.3

* Compiled on the basis of surveys conducted by the authors of the paper.
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of students’ results: learning, educational (in 
the specific sense) and qualification results (see 
Table 6) (Aronov, 2015; Bazhenova, 2014). The 
level model of students’ readiness for innova-
tive activities provides grounds to specify a 
principle of complicating tasks of an innova-
tive economist in accordance with a type of 
results. The tasks will be changing from typi-
cal, i.e. performing actions, based on someone 
else’s experience translated during university 
training or practice at an existing enterprise, to 
non-typical tasks: finding exclusive solutions; 
for example, designing and implementing a 
quick and cheap way to perform a key business 
operation, finding a way to communicate with 
a key target audience of consumers, develop-
ing a successful model of negotiations with 
venture capital investors etc. At the same time, 
a normative, recommendatory version of the 
level model of training students for innovative 
activities in Russia should be developed with 
restrictions and actions of relevant legislative 
bodies taken into account (see Table 6).

Furthermore, the results imply a need for 
varying degree of integration between employ-
ers and the educational institution. A goal of in-
tegration is to ensure not just access of students 
to modern production, but (more important-

ly) relevant conditions to develop profession-
al-and-learning reflection. At the same time, 
a task of a university is to ensure availability 
of specially designed tasks and “meta-cours-
es”, i.e. courses aimed at improving the con-
ditions to develop learning-and-professional 
reflection (Aronov, Bazhenova, 2015). These 
courses allow a teacher to control the develop-
ment process. When designing a process aimed 
at obtaining educational and qualification re-
sults, the following requirements for employers 
should be considered:

– being included in academic curricu-
lum development;

– providing students with mentors and 
allowing trainees to solve real production prob-
lems with possible risks during internships;

– fully participating in final students’ 
qualification evaluation procedures;

– providing real job offers after final 
students’ qualification evaluation procedures 
followed by employment.

At the same time, students, studying under 
this type of academic curriculum organization, 
move from solving formalized (codified) cases, 
based on other people’s experience, to develop-
ing their own non-formalized cases (they make 
a professional “portfolio” evaluated by employ-

Table 6. Guidelines to implement practice-oriented training based  
on a reflexive-activity approach in Russia

Result Types Features Legislative Base Where, What and by 
Whom is Evaluated?

Learning outcomes Mastering stan-
dard operations

GES (educational standards), the legisla-
tive body responsible: Ministry of Educa-
tion and Science of the Russian Federation

Educational results 
are evaluated 

according to the 
GES in a college/

university

Educational results

Working with real 
risks under guid-
ance of a mentor.
Achieving one’s 

own result

Professional standard (requirements 
for implementation of labour ac-

tions), the legislative body responsible: 
Ministry of Labour and Social Pro-

tection of the Russian Federation

Educational results 
are evaluated ac-

cording to compe-
tencies described 
as a professional 
standard, during 

internship

Final sudents’ 
evaluation results

Developing an inte-
grative competence.
Being competent in 
dealing with oppor-

tunities and risks

Corporate standards (requirements for 
professional competence and ethics), 
the legislative body responsible: cor-
porations, professional associations

An evaluated level 
is determined by 
an employer in a 
professional field
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ers). In terms of competences, they move from 
developing and implementing a business mod-
el based on non-standard techniques to deep-
er understanding and scaling up, reproducing 
the model in a different context, with other re-
source constraints.

Conclusions
The results of the study suggest significant 

differences in national systems of higher edu-
cation in terms of training economics students 
for innovative activities. At the same time, as 
far as the survey data allow to hypothesize, 
students from Russia are significantly less pre-
pared for innovative activities (in particular, 
for risky actions, teamwork, for professional 
self-determination and communications in a 
market environment), than representatives of 
the European and Eastern educational systems, 
despite the rather high (according to interna-
tional polls) ambitions of Russian students to 
participate in innovative projects. In general, 
the survey results confirm the thesis prevalent 
in the economic literature, that the innovation 
system of Russia and the corresponding educa-
tional environment are still closer to the Soviet 
model of “technological push” rather than more 
market-oriented models of “market pull” and 
“triple helix”, well-known in many developed 

and developing countries of Europe and Asia, 
which were partially covered by the scope of 
our study.

Obviously, the research is preliminary, 
and it needs significant expansion of empirical 
basis, and improvements in research method-
ology, like combining a survey aimed at edu-
cational environment and an analysis of cor-
porate practices of implementing innovative 
projects. At the same time, developed elements 
of the level model of innovative activity 
training and proposed competence features 
of economics’ students (in terms of their read-
iness for innovations) can serve as a basis for 
the development and implementation of a pilot 
program of level training and the correspond-
ing changes of academic curricula in Russian 
universities.

The presented theoretical level model of 
students’ readiness for innovative activities, 
adapted to the higher education peculiarities, 
provides grounds for planning new education-
al courses and building a multi-level develop-
ing education system. Professional tasks, that 
should be performed by economists and man-
agers in innovative projects, allow us to choose 
companies, industries, types of business, where 
students focused on innovative activity should 
have practical training and internships.
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Аннотация. Цель настоящего исследования —  определить условия обеспечения 
подготовленности студентов экономического профиля к участию в инновацион-
ных проектах. С учетом принципов инновационной экономики и рефлексивно- 
деятельностного подхода к организации образовательного процесса была проведена 
декомпозиция задач экономиста в инновационном проекте и выработаны подходы 
к оцениванию соответствующих компетенций. На базе существенных характери-
стик авторской модели индивидуального прогресса школьников была разработа-
на уровневая модель подготовленности студента- экономиста к инновационной 
деятельности. На основе анкетирования выделены три типа отношения студентов 
из разных стран к участию в инновационных проектах. Полученные результаты 
позволяют выдвинуть предположения о существенных различиях ряда националь-
ных систем высшего образования (европейской, азиатской, российской) в части 
подготовки экономистов к инновационной деятельности, а также сформировать 
ряд требований к программированию подготовки экономистов к участию в инно-
вационных проектах, в частности, по разработке рефлексивно- аналитической гей-
мификации образовательного процесса и процедурам создания профессионального 
языка инновационной команды.

Ключевые слова: предпринимательство, инновации, студенты экономического 
профиля, уровневая модель подготовленности к инновационной деятельности, мо-
дель индивидуального прогресса.
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Introduction
Climate change challenge is now becom-

ing a very important topic. Over the last six 
decades global mean air temperature reached 
unprecedented growth rates and this tendency 
is likely to persist then in future (IPCC, 2014). 
It is notable that on the territory of Russia there 
has been more than a two-fold increase of aver-
age air temperature: 0.47 °С against 0.18 °С per 
decade (Roshydromet, 2020). 

Climate change is closely connected to 
economy and considerably influences it, so 
there is a growing body of academic literature 
on diverse economic effects of warming. For 
example, temperature and precipitation al-
terations results in diseases outbreaks among 
population that reduces economically active 
population – workforce and GDP level as well 
(Bosello et al., 2006). Another set of impacts 
covers changes in energy consumption, fishery, 
agricultural sector, forestry (Tol, 2009) and 
natural disasters causing significant damage 
to infrastructure and material assets (Porfiriev, 
2015). Climate change is able to exacerbate 
some other global challenges, e.g. inequality 
and poverty by slowing down economic growth 
of agriculture-dependent developing econo-
mies in low-income southern regions where en-
ergy demand for cooling will tend to increase 
in near future (Rehdanz and Maddison, 2005; 
Dell et al., 2008; Maddison, 2003). Conversely, 
high-latitude developed countries will benefit 
from changing climate due to shortening of 
heating season and decreasing costs for heating 
services (Labriet et al., 2015).

Being one of the major parts of the global 
economy, forestry experiences diverse effects: 
institutional factors, macroeconomic environ-
ment and climate change along with its con-
sequences. Climate change can affect forest 
industry directly or indirectly via changes in 
qualitative and quantitative assessment of for-
est growing stocks, and in positive or negative 
manner.

Since forest is considered as a renewable 
resource and an important carbon depositor in 
climate system regulation (Svidenko and Nils-
son, 2002; Zamolodchikov et al., 2013; Pyzhev 
and Vaganov, 2019), a lot of studies are focused 
on analyzing productive forest function un-

der changing climatic conditions, which may 
increase or decrease growing stocks and, as a 
result, their commercial potential (Boisvenue 
and Running, 2006; Liang et al., 2016; Mendel-
sohn et al., 2016). Positive dynamics in forest 
productivity may entail more wood harvests 
and timber supply on global timber markets 
(Garcia-Gonzalo et al., 2007). Annual global 
demand dynamics for firewood and biofuel is 
expected to be positive as well (Kirilenko and 
Sedjo, 2007; Tian et al., 2016).

Apart from positive impacts, there is a 
set of climate-induced factors that drive forest 
degradation and are commonly referred to as 
natural disturbances. For instance, detrimental 
windstorms along with shortening soil frost 
duration may result in windthrow spreading 
(Saad et al., 2017). Droughts arising from per-
manent temperature rise with low humidity are 
usually accompanied with insect infestations 
(Volney and Fleming, 2000) and frequent wild-
fires (Flannigan et al., 2000; Shvidenko and 
Schepaschenko, 2013) that are key stressors 
undermining sustainability of forest ecosys-
tems and dark needle coniferous tree species in 
particular (Kharuk et al., 2017). All these kinds 
of natural disturbances adversely influence 
logging industry through shrinkage of forest 
resources available for harvesting. Additional-
ly, economic analysis of these harmful impacts 
in terms of damage costs accounting still meets 
many difficulties (Ivantsova et al., 2019).

In the response to climate change the most 
vulnerable tree species adapt by migration to-
wards more suitable environmental conditions 
mostly to high-latitude northern areas. In the 
eastern United States over the past 30 years 
there was a considerable westward and north-
ward shift of tree habitats that occurred due to 
the changes in moisture regimes of ecosystems 
(Fei et al., 2017). In central Siberia the northern 
forests edge moved a lot further upwards than 
southern one and changes in species distribu-
tion in favor of birch and spruce species domi-
nation were identified (Tchebakova et al., 2011). 
According to some findings, an increase in air 
temperature in the long run will propel shift 
of the most vulnerable to drought coniferous 
towards tundra with milder climate, so in the 
south stands are expected to be replaced with 
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expanding steppes, resulting in 8-10% diminu-
tion in the total area of light and dark-coniferous 
by 2080 (Tchebakova et al., 2016). As a result, 
logging activities will move mainly northward 
following the trajectory of forest migration 
(Kirilenko and Sedjo, 2007). In European for-
ests under the scenario of infinite greenhouse 
gases emissions the range of cold-adapted 
Norway spruce is projected to shrink by over 
60% and be supplanted by Mediterranean oak 
(Hanewinkel et al., 2013). Diverse forest tree 
species differently respond to environmental 
factors alteration, for this reason with warm-
er and more arid conditions drought-resistant 
broadleaves are likely to displace more com-
mercially valuable but less resilient coniferous 
(Drobyshev et al., 2013; Johnstone et al., 2010).

Although logging industry experience 
indirect consequences of global warming pro-
cesses, there is a set of direct effects detrimen-
tal to forest sector. Extreme weather events 
in forms of windstorms, hail and heavy rains 
make performance of harvesting operations 
dangerous for loggers (Rittenhouse and Riss-
man, 2015). There is also a risk of getting lost 
logs while floating down the river due to in-
creased frequency of windstorms and spring 
floods (Hellmann et al., 2015). Finally, an addi-
tional direct impact of climate change on forest 
industry is a gradual shortening of winter log-
ging season under the rising air temperatures 
which might result in lesser wood harvested 
annually (Goltsev and Lopatin, 2013; Chugun-
kova and Pyzhev, 2020). 

In fact, there are few studies on econom-
ic consequences of climate change in Russian 
forestry. For example, Pyzhev (2020) analyzed 
cause-and-effect relationship between main 
climatic characteristics of temperature and pre-
cipitation and logging volumes for the regions 
of Siberia and the Far East. In turn, Goltsev and 
Lopatin (2013) forecasted a reduction in dura-
tion of winter-felling season for Tihvin district 
in Leningrad Oblast. 

The same results of shortening winter 
logging season under the rising air tempera-
tures were obtained for Krasnoyarsk Krai and 
Irkutsk Oblast in the research by Chugunkova 
and Pyzhev (2020). The presented study shares 
the database from (ibid) to reveal the depen-

dence of harvested wood volumes on logging 
season duration on the territory of Siberian re-
gions from 1966 to 2018.

Data and Methods
In Siberia as well as in some other Russian 

regions logging companies perform harvest ac-
tivities during the period, when forest ground 
freeze enough to enable heavy logging machin-
ery to access forest sites. This period usually 
spans entirely winter and partially autumn and 
spring months, so it can be reasonably identi-
fied as winter logging season.

Two Siberian regions, Krasnoyarsk Krai 
and Irkutsk Oblast, were selected as sampling 
areas for my research due to the fact these re-
gions take leading positions representing the 
highest share in the total timber volume har-
vested nationally (Gordeev and Pyzhev, 2015). 
In 2018, Irkutsk Oblast and Krasnoyarsk Krai 
accounted for 15 % (35.7 million m3) and 12 
% (28.6 million m3) of total wood harvested in 
Russia respectively (UIISS, 2020), thus could 
be reasonably referred to as the two largest log-
ging territories of Russia.

Two key indicators are in the focus of the 
analysis: duration of winter logging season and 
logging volumes. 

To estimate the expectable duration of log-
ging season, sets of temperature observations 
from meteorological stations that are located 
near felling sites of Krasnoyarsk Krai and in 
Irkutsk Oblast were used. These stations are 
Yeniseysk, Boguchany, Achinsk, Minusinsk in 
Krasnoyarsk Krai and Bratsk, Kirensk, Tulun, 
Yerbogachen in Irkutsk Oblast. The data were 
derived from the State Data Holding via Web 
technology AISORI provided by the All-Rus-
sia Research Institute of Hydrometeorological 
Information – World Data Center (Bulygina et 
al., 2019). The temperature observations were 
used to estimate winter logging season dura-
tion by each station for the period of 1966-2018 
in accordance with the methodology by Chu-
gunkova and Pyzhev (2020). 

Data on logging volumes for Krasnoyarsk 
Krai and Irkutsk Oblast were collated from The 
Federal Forestry Service’s statistical reference 
book entitled “Forest Management in Russian 
Federation in 1946-1992 years” (RICFR, 1996). 
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Until 1991, Krasnoyarsk Krai covered the terri-
tory of the present Khakassia, hence the period 
of 1966-1991 reflects logging volumes for the 
expanded territory of Krasnoyarsk Krai. The 
further information on harvesting operations in 
1995, 1998, 2000, 2002, 2004-2006 and 2009-
2018 years was gained from another reference 
book “Forest complex of Russian Federation 
and foreign countries” (MSFU, 2008) and UI-
ISS database respectively (UIISS, 2019). To re-
cover missing information on harvested wood 
volumes, a linear interpolation method was ap-
plied. The data were restored based on adjacent 
given values with a trivial linear equation: Y = 
a0 + a1L, where Y is a calendar year and L is a 
logging volume in the related year. 

To identify the dependence of harvested 
wood volumes on logging season duration on 
the territory of Siberian regions from 1966 to 
2018, autoregressive distributed lag modeling 
framework was used. In this model the depen-
dent variable is regressed on its own lagged val-
ues and lagged values of an independent vari-
able. ARDL model of (p,q) consists of p lags of 
independent and q lags of dependent series and 
is given as:

L = a0 + b1St–1 + b2St–2 + … + bpSt–p + 
+ a1Lt–1 + a2Lt–2 + … + a2Lt–q + et, (1)

where a0 is a constant, b1, b2, … bp and a1, a2, 
… ap – model parameters and et – error term 
(Demirhan, 2020), L is a logging volume in 

Krasnoyarsk Krai or Irkutsk Oblast and S is a 
winter logging season duration on meteorologi-
cal station located within the respective region.

Results and conclusion
Prior to modeling, time series were tested 

for unit root presence. Both ADF and KPSS unit 
root tests were used for the modeling purposes, 
since they provide a bit different approaches to 
check a stationary process presence. If the null 
hypothesis is not rejected in ADF (i.e. non-sta-
tionarity) or rejected in KPSS (i.e. stationari-
ty) a first-order difference is taken to make a 
time series stationary, then it is tested again 
and differenced until the process is stationary. 
When getting mixed and inconsistent test re-
sults, KPSS test seems to be more preferable as 
it provides more robust results (Table 1). 

Next, four ARDL models were evaluated 
for each region. I used lowest AICc criteria to 
find out a total number of lag orders for each 
model and got from 6 to 12 of them for both 
Krasnoyarsk Krai and Irkutsk Oblast (Tables 2 
and 3). Most notably, there were significant co-
efficients within a distributed lag term in all 
models, so this lead me to infer that there is a 
relationship between logging volumes and win-
ter logging season across all considered meteo-
rological stations. 

In fact, permanently increasing air tem-
peratures under the global climate change 
might result in shortening duration of winter 

Table 1. The order of differencing (I) in time series data based on ADF and KPSS unit root tests

Indicator
I

ADF KPSS
Logging volumes (Krasnoyarsk Krai) 2 2
Logging volumes (Irkutsk Oblast) 2 1
Logging season duration (Yeniseysk) 0 1
Logging season duration (Boguchany) 0 1
Logging season duration (Achinsk) 0 1
Logging season duration (Minusinsk) 0 1
Logging season duration (Bratsk) 0 1
Logging season duration (Kirensk) 0 1
Logging season duration (Tulun) 0 1
Logging season duration (Yerbogachen) 0 0

Source: elaborated by author.
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Table 2. Results from ARDL modeling by the meteorological stations of Krasnoyarsk Krai, 1966-2018 

Yeniseysk Boguchany Achinsk Minusinsk

const 199.986
(181.462)

77.378
(237.54)

129.123
(166.904)

125.804
(160.683)

a1 −0.553***1

(0.183)
−0.472**

(0.189)
−0.62***

(0.141)
−0.567***

(0.14)
a2 0.1

(0.201)
0.037

(0.199736)
0.227
(0.176)

0.102
(0.146)

a3 0.52**
(0.199)

0.455*
(0.213)

0.6333**
(0.243)

0.578**
(0.23 )

a4 0.013
(0.19)

0.113
(0.255)

0.042
(0.214)

0.107
(0.141)

a5 −0.499**
(0.2)

−0.255
(0.237)

−0.614**
(0.242)

−0.577***
(0.204)

a6 −0.327**
(0.146)

0.172
(0.175)

−0.472**
(0.182)

−0.544***
(0.185)

a7 0.533**
(0.245)

a8 −0.013
(0.217)

a9 −0.139
(0.217)

a10 −0.252
(0.197)

a11 0.279
(0.165)

a12 0.141
(0.218)

b1 23.1*
(12.287)

−4.689
(17.108)

9.776
(11.384)

−4.226
(11.052)

b2 24.277
(16.729)

2.237
(14.154)

14.69
(17.085)

13.435
(18.058)

b3 27.308
(19.678)

−4.292
(18.899)

−12.141
(18.574)

−13.887
(17.746)

b4 1.787
(18.386)

−27.418
(18.006)

−35.56*
(17.73)

−43.766**
(19.42)

b5 18.035
(16.091)

−24.039
(22.348)

−12.276
(17.557)

−29.07*
(16.395)

b6 5.196
(13.144)

−32.171
(24.096)

1.122
(13.125)

−16.654*
(9.323)

b7 −48.251**
(22.29)

b8 −57.885*
(28.513)

b9 −67.421***
(20.059)

b10 −53.15**
(19.803)

b11 −35.406**
(14.966)

b12 −43.593*
(21.428)

R2 0.521 0.762 0.624 0.653

Source: elaborated by author.
1 The symbols ***, **, * hereinafter denotes significance at 1 %, 5 % and 10 % levels correspondingly.
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Table 3. Results from ARDL modeling by the meteorological stations of Irkutsk Oblast, 1966-2018 

Bratsk Kirensk Tulun Yerbogachen

const 73.876 (207.831) 256.941
(211.43)

154.642
(189.235)

−9905.47*
(5347.49)

a1 0.649***
(0.201345)

0.646***
(0.19)

0.528***
(0.172)

0.455***
(0.129)

a2 0.063
 (0.195)

0.056
(0.271)

0.089
(0.184)

0.271*
(0.152)

a3 −0.219
 (0.207)

0.005
(0.214)

−0.24
(0.225)

0.19
(0.145)

a4 0.387*
(0.215)

0.521**
(0.225)

0.572**
(0.219)

0.095
(0.177)

a5 0.08
 (0.164)

0.161
(0.3)

0.116
(0.14)

0.081
(0.164)

a6 −0.671***
(0.15)

−0.777***
(0.245)

−0.656***
(0.14)

−0.438***
(0.117)

a7 0.371*
(0.203)

0.006
(0.189)

0.117
(0.193)

a8 −0.056
(0.198)

0.104
(0.261)

0.157
(0.176)

a9 −0.271
(0.22)

a10 0.284
(0.276)

a11 0.182
(0.258)

b1 1.749 
(14.18)

10.4189
(11.788)

−3.861
(13.613)

−2.098
(12.577)

b2 25.901
 (19.836)

34.619**
(14.589)

22.234
(15.204)

11.495
(10.21)

b3 59.696**
(21.954)

95.174***
(22.434)

80.715***
(20.463)

44.259***
(9.114)

b4 45.195*
(23.561)

93.081***
(28.897)

75.733***
(19.329)

16.566
(13.413)

b5 59.904**
(23.355)

98.895***
(25.025)

73.122***
(20.559)

13.437
(12.864)

b6 58.83***
(18.997)

49.239*
(26.361)

54.826**
(22.277)

−28.268*
(15.125)

b7 46.205***
(16.297)

43.577*
(22.906)

65.822***
(20.155)

b8 41.28***
(12.215)

21.757
(22.616)

48.416***
(16.21)

b9 20.099
(20.315)

b10 37.356*
(18.589)

b11 26.074*
(14.169)

R2 0.763 0.873 0.793 0.773

Source: elaborated by author.
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logging season on the territory of Siberian re-
gions (Chugunkova and Pyzhev, 2020). As a 
consequence, this means less wood harvests 
per season, so logging industry could become 

unprofitable in the long run. To reduce such a 
negative impact, mitigation and, that is more 
important, adaptation activities in forestry are 
sorely needed. 
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Моделирование динамики развития  
лесозаготовительной промышленности  
под влиянием глобального изменения климата:  
пример регионов Сибири

А.В. Чугункова
Сибирский федеральный университет 
Российская Федерация, Красноярск

Аннотация. Лесное хозяйство как одна из отраслей экономки испытывает на себе 
влияние множества факторов, и глобальное изменение климата является одним 
из них. Климатические изменения могут влиять на лесную отрасль как напрямую, 
так и косвенно через изменение количественных и качественных характеристик 
леса, а также позитивным либо негативным образом. Изучение основных экономи-
ческих последствий глобального изменения климата для лесного хозяйства России 
требует к себе более детального внимания со стороны академического сообщества 
и органов власти. Одним из таких последствий является сокращение длитель-
ности зимнего лесозаготовительного сезона, что может привести к уменьшению 
объемов заготовки древесины в долгосрочной перспективе. На основе данных 
об объемах заготовки древесины в Красноярском крае и Иркутской области, а так-
же длительности зимнего сезона по метеостанциям указанных регионов за период 
1966–2018 гг. было построено восемь моделей ARDL, которые показали наличие 
зависимости объемов заготовки древесины от длительности лесозаготовительного 
сезона по всем рассмотренным метеостанциям. Для того чтобы минимизировать 
негативное влияние потепления на лесную отрасль в виде предстоящего сокраще-
ния объемов заготавливаемой древесины, необходима реализация комплекса мер 
по адаптации отрасли к изменяющемуся климату.
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Abstract. Modern trends in consumer behaviour and the new business environment 
in Russian regions and territories focused on local food production have led to 
increased attention to territorial branding. At the same time, there are virtually no 
scientific justifications for territorial branding of food products, which has resulted in 
a lack of methodological recommendations for product branding by local producers 
and, consequently, in the inefficient practical solutions as regards territorial branding 
concepts. The lack of a territorially relevant definition of product branding and criteria for 
selecting food products for branding turned the authors to their own interpretations based 
on theoretical research. The testing of the methodical approach coupled with empirical 
research provided evidence of the correctness of the approach selected and the criteria for 
consumers’ preferences in choosing food products, in particular, certain groups of food 
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Introduction 

The creation of territorial branding con-
cepts in Russia has fostered the development 
of practical tools for their realisation, mainly 
for brand promotion. This trend is observed in 
the practical actions of manufacturers, territo-
ries and authorities. For example, the Federa-
tion Council, voicing the needs of the regions, 
is looking for new incentives for the develop-
ment of the constituent entities of the Russian 
Federation, which have become more consid-
erate to identifying regional brands, their sub-
sequent registration and promotion (Subjects 
of the Russian Federation, 2019). However, the 
analysis of scientific publications in the field 
of empirical research has shown that these are 
mainly national and urban brands that have 
been included in this list. Meanwhile, the 
Russian Federation has as many as 85 subjects 
and 536 districts, and 1817 municipal districts 
where food production is located (List of Rus-
sian regions, 2020). The lack of knowledge 
concerning development of practical proce-
dures for creating local brands has itensified 
empirical research in the area of local area 
branding.

Today, a plenty of countries are strength-
ening their geobrands on international and na-
tional markets by marking the place of man-
ufacture of local products. Manufacturing 
companies, in turn, emphasise their belonging 
to the particular countries, bringing about a 
phenomenon called “the country of origin ef-
fect” (National commodity brands, 2020). In-
creasing attention to local brands in Russia and 
abroad (Demakova, 2020, Stoklasa, Starzy-
czna, 2016, Zenker, 1015) allows us to speak 
about spatial expansion of the phenomenon and 
“the place of production effect”. This trend will 
continue, as in Russia the obligatory marking 
of the place of production has been legislated 
in the new article “Geographical Indication and 
Marking of Origin of Goods” of the Civil Code 
(Civil Code of the Russian Federation, 2020) 
The new legislation in the area of branding 

stimulates practical actions to popularise local 
brands of local territories. 

The increasing share of food in consum-
er spending as a result of the economic crisis, 
declining living standards and the coronavirus 
pandemic have furthered the research aimed at 
finding tools to support local demand for food 
from local producers in order to improve liv-
ing standards and support the socio-economic 
development of the territories, which increas-
es focus on the process of branding local food 
products within the concepts of territorial 
branding. 

It should be noted that not only economic 
problems, but also changes in consumer be-
haviour (the use of food made only by local 
producers as a new principle in the food be-
haviour of the population) have brought on 
rational nutrition, one of whose manifesta-
tions is the growing importance of local food 
in the eating habits of the population, called 
locavore. The term implies eating only prod-
ucts manufactured or grown locally, i.e. in the 
area where the population lives, because these 
foodstuffs are useful and natural (Nechaev, 
2016). 

The facts described above illustrate the 
need to change the practices of local food pro-
ducers, who have to switch to production of 
such commodities the sustainable demand for 
which is caused by territorial branding tools. 
However, the lack of scientifically based meth-
odological support for commodity branding 
tools hinders their effective application. 

Changing the vectors of research in terri-
torial branding and shifting the focus of em-
pirical research to local food branding are now 
urgent tasks in this area of knowledge.

Methodological framework
The studies conducted by the authors are 

targeted at substantiating the methodological 
approach to creating a system of criteria for 
selecting food products to develop territorial 
branding programmes. 
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The theoretical purposes of the present re-
search are, first, to clarify the essence of the 
basic concept “branding” in order to formu-
late the concept of such categories as “product 
branding of territories” and to define its differ-
ence from the general concept of “branding of 
territories” (product branding is the part of the 
structure of territory branding), and second, to 
specify the methodology of the study. 

Development of a methodological ap-
proach to the selection of criteria for choos-
ing food products for territorial branding is 
based on the scientific methodology of the 
study, relevant target audience of the territory 
brand – the population as end consumers of 
food products (Zenker, 2015). Content analy-
sis of publications showed that the most rele-
vant to the subject of the study methodology 
is the theory of consumer behaviour, which 
describes factors affecting consumer demand, 
factors and criteria for selecting goods (Atil-
gan et al., 2015, Golubovskaia, 2013, Domnin, 
2009). Yet, some authors offer other theories, 
such as causation theory (Chebat, Michon, 
2003), to investigate factors influencing con-
sumer choice of goods. 

As a conceptual approach to the study, 
the authors used a value-based approach, treat-
ing the brand as value (Domnin, 2009, Oster-
walder, 2020, Repina, 2013). 

There is steady search for an integrated 
characteristic of the sought-after food value to 
ensure sustainable demand for food products, 
which is defined as “quality” (Chebat, Michon, 
2003, Tajik et al., 2016) unlike clothing and 
footwear, perfume and other prestigious luxury 
goods for which the value is treated wider and 
quality is a self-evident attribute. 

The authors used desk review and field 
methods to collect information. Desk review 
was a comparative analysis of publications to 
determine approaches to the essence of basic 
concepts for the territory branding. Offline 
and online surveys were used as field studies. 
Online surveys were conducted using Google 
Forms in order to identify criteria for consumer 
preferences for confectionery products, brands 
of sweets and candies sold on the local mar-
ket in Krasnoyarsk, and consumer satisfaction 
with the characteristics of “Kraskon” confec-

tionery, “Kraskon” being a Krasnoyarsk manu-
facturer of confectionery products.

The offline survey was conducted using a 
targeted questionnaire in order to determine the 
attitude towards food brands of local producers 
in the Krasnoyarsk Krai and quality factors as 
criteria for selecting food products in general 
and food products of local producers. A sample 
was formed based on the theory of generation 
with the method of grouping consumers who 
are food buyers (Astashova, 2014, Butova et al., 
2020). The sample of respondents was formed 
as a targeted deterministic sample, taking into 
account the practice of market research in the 
distribution of the share of acceptable number 
of respondents from the urban population. This 
method extrapolates on the respondents the be-
haviour patterns characteristic of certain types 
of generations (Malhotra, 2002). The offline 
survey of respondents was processed using the 
IBM SPSS Statistics license software.

This research methodology founded upon 
the synthesis of theoretical and empirical stud-
ies made it possible to justify the methodologi-
cal approach 1) to creating a system of criteria 
for selecting food products for territorial brand-
ing, 2) to its testing. On this basis there was 
formed a reference model of common criteria 
for selecting food products for branding and a 
list of specific criteria for selecting brands of 
confectionery products. 

Results
The creation of a system of criteria for se-

lecting food products for territorial branding 
requires not only theoretical rationalisation of 
the criteria, but also, as a comparative analysis 
of publications has shown, the definition of the 
concepts used. This is necessary due to the fact 
that branding and brand promotion are often 
used as synonyms (Kotler, Keller, 2015) and 
this approach is extended to branding and brand 
promotion of the territories (Cleave, 2016, Lo-
guntsova, 2017, Starov, 2015); there is no gen-
erally accepted definition of the concepts under 
study not only in foreign publications but also 
in Russian sources despite the availability of 
regulatory documents, industry guidelines and 
documents accompanying territorial branding 
concepts. 
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In addition, the conceptual apparatus rel-
evant to the commodity aspect of territorial 
branding is practically not studied in theoret-
ical works, which leads to the problem of in-
consistency in regulatory and methodological 
documents and complicates empirical studies. 
This has led to the need for theoretical research 
into the relevant conceptual apparatus, on the 
basis of which the authors have made refined 
definitions of the concepts critical for empirical 
research. 

In order to define the concept of “product 
branding of the territory”, we analysed the pub-
lications of some authors who use the concept 
but do not define its essence. They regard the 
product branding of regional product trade-
marks within the framework of national brand-
ing (Kavaratzis et al., 2005), based on the inter-
action of regional authorities, manufacturers, 
retail chains and the public (Stoklasa, Starzy-
czna, 2016), and rested on product branding 
measures (Alekseev, 2009). 

Supporting the definition of territorial 
branding as the process of creating a product 
brand capable of becoming a regional brand 
with a focus on the place of production (Tajik et 
al., 2016), the authors proposed a more precise 
definition of “product branding of the territo-
ry” as the process of creating product brands 
of local manufacturers in the territorial brand-
ing structure. Product branding as a process is 
a set of consistent actions aimed at creating a 
product brand of the territory with the indicat-
ed place of production. The creation of prod-
uct branding of the territory is the selection of 
trademarks of products manufactured by local 
producers in the territory and their transfor-
mation into a brand. The selection of potential 
brands of products to be promoted must be 
based on certain criteria. 

Transforming product branding into an 
effective tool for implementing the territori-
al branding concepts requires methodological 
support, in particular, methodological guide-
lines to identify criteria for selecting potential 
product brands for brand promotion. In our 
opinion, the lack of methodological guidelines 
in territorial branding practice is rooted in the 
lack of unified approaches to defining criteria 
for selecting brands for brand promotion. 

Theoretical studies have shown that a 
number of criteria have been developed. The 
most common criteria include recognisabil-
ity or popularity (Aaker, 2003, Starov, 2015); 
awareness (Aaker, 2003, Domnin, 2009, Kot-
ler, Keller, 2015, Starov, 2015); perceived brand 
quality (Aaker, 2011, Spreng, 1996); brand sat-
isfaction (Aaker, 2003, Chiou, Droge, 2006); 
brand image (Hsieh, Li, 2008); and brand pref-
erences (Domnin, 2009). 

However, the application of these criteria 
in practice generates a number of problems, 
in particular, the same criteria are proposed 
for the evaluation of different objects, such 
as assessment of brand capital (Aaker, 2003, 
Atilgan et al., 2005, Starov, 2015), estimation 
of brand success (Starov, 2015), brand position 
rating (Solov’iova, Afanas’eva, 2013), etc.; 
low level of consistency also contributes to 
difficulty in applying the criteria. In the pres-
ent context, it is needless to say that there are 
no criteria relevant to territorial brands, which 
prevents their use in the process of creating 
a list of food brands for territorial branding. 
There are separate studies describing the cri-
teria for assessing regional brand advantages 
(Stoklasa, Starzyczna, 2016). Still, most often 
criteria are proposed without any adaptation 
to territorial brands. 

This has culminated in the development of 
an empirically-based methodological approach 
to choosing the criteria for selecting food prod-
ucts from local manufacturers for territorial 
branding, the aim of which is to propose rele-
vant criteria that reflect and measure the quali-
ty of products as perceived by consumers. The 
lack of such criteria for territorial branding en-
tails a decrease in the effectiveness of regional 
government support for local producers (De-
makova, 2019). 

The need for scientific verification of the 
criteria lies in the fact that unjustified criteria 
can distort the results and lead to the selection 
of products that do not correspond to the real 
attitude of consumers to food brands, which 
spurs to reduced demand or even no demand at 
all for these products.

The designation of quality as the main 
characteristic of foodstuffs determined the 
authors’ choice of this category as the object 
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for evaluation by consumers when they choose 
food products. The obvious and indispensable 
point is that the branding process will be use-
less and meaningless if poor quality food prod-
ucts are offered as potential brands.

In order to identify consumer values re-
lated to their perception of food quality, which 
influence their choice of products and which 
can be used as criteria for selecting products 
for branding based on the theory of consumer 
behaviour, a preference criterion was selected 
(Domnin, 2009) and then a factor analysis was 
carried out to systemise consumer preferences 
for factors characterising product quality (Bu-
tova et al., 2020). 

On the basis of the results of the factor 
analysis, we grouped consumer preference cri-
teria for selecting food products based on terri-
torial principles. The linchpin was the general 
values of consumers regardless of the place 
of production and local values of consumers, 
taking into account the fact that products were 
produced in the certain place: 

Group 1 – system of criteria for consum-
ers’ food preferences based on common con-
sumer values;

Group 2 – system of criteria for consum-
ers’ food preferences of local producers based 
on the local values of consumers.

Following on from a factor analysis, an 
integrated model of consumer preferences 

for food products from local producers was 
developed (Butova, 2020). It establishes 
links between general consumer preferences 
criteria and local food preferences criteria 
(Table 1). 

The authors propose consumer food pref-
erence criteria as a basis for building a system 
of criteria for selecting food products from lo-
cal producers for territorial branding. 

Nevertheless, the system of consumer 
preference criteria is quite extensive and dif-
ficult to evaluate, which involves prioritizing 
criteria based on determining the significance 
of criteria for consumer choice. The signifi-
cance of the consumer preference criteria for 6 
groups of generations (Butova, 2020) was cal-
culated as the average share of food products 
from 13 product groups in the market basket, 
for which this criterion was the preferred one. 
The significance of the preference criteria was 
set out by the share of foodstuffs purchased on 
the basis of these criteria, and was calculated 
on the basis of three groups of integrated fac-
tors (Fig. 1). 

Calculation of the significance of the pref-
erence criteria enabled determining the places 
of the consumer preference criteria and syste-
mising the criteria in accordance with them, 
with the method of rating used to assess the 
significance of indicators for brands (Malhotra, 
2002) (Table 2). 

Table 1. System of consumer preferences in selection of local food products 
Groups of integrated factors 

of consumer preferences General criteria of preferences Local criteria of preferences 

1. 1. Consumer evaluation of quality 1.Appearance, colour, texture
2. Taste, smell
3. Natural ingredients 
4. Packaging exterior

1.Ratio between price and quality
2. Personal commitment
3. Commitment of family members
4. Packaging exterior

2. Promising quality 1.Marking
2.Shelf life 
3. Usefulness
4. Information signs

1.Environmental friendliness 
2.Safety
3. Guaranteed quality

3. Reliability 1.Popularity of a producer 
2. Goodwill of a producer

1.Place of production
2.Popularity and goodwill of a local 
producer 
3. Popularity and goodwill of places 
of production

Made according to the results of the authors’ study.



– 1885 –

Tatiana G. Butova, Evgenia A. Demakova… Methodological Approach to Forming Criteria for Selecting Food Products…

Fig. 1. Share of food products purchased by consumers of all generation groups based  
on preference criteria  

 – promising quality;  – consumer evaluation of quality;  – reliability of quality

Table 2. Rating assessment of consumer preference criteria for the selection of local food products 

Preferences criteria Share of food products, % Place in the rating

Appearance, colour, texture 60 1
Freshness 53 2
Shelf life 42 3
Taste, smell 37 4
Natural ingredients
Place of production 

35 5

Packaging exterior 30 6
Popularity and goodwill of a producer
Marking

29 7

Usefulness 26 8
Popularity and goodwill of sellers 17 9
Information signs 14 10

Made according to the results of the authors’ study.

An analysis of the places of this or that pref-
erence criteria in the rating identifies those criteria 
that should be selected from the list as priority for 
selecting food products for territorial branding. 

It was found that the effectiveness of ter-
ritorial branding is determined by the coinci-
dence of consumers’ real values demonstrated 
in their preferences for products and the val-
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ues declared by the product brand (Repina, 
2013).

For this purpose, consumers need clear 
and accessible criteria on the basis of which 
they can evaluate the quality characteristics 
of products and make their own choices when 
purchasing. Seemingly, such consumer choice 
factors as “appearance, colour and texture” (1st 
place in the ranking), “freshness” (2nd place) 
and “shelf life” (3rd place), which consumers 
can evaluate on their own, must be included in 
the list of criteria. 

Apart from this, the list must contain cri-
teria relevant to territorial brands. An analysis 
of the results of empirical studies of consumer 
behaviour in the selection of food products in 
Krasnoyarsk showed that in the group of fac-
tors “reliability of quality” the maximum sig-
nificance is shown by the criterion “place of 
production” (5th place in the rating), although 
there is a differentiation of its significance for 
different groups of generations – 30% of such 
products are chosen by consumers from the 
group of young women and 42% of such prod-
ucts – by the group “middle-aged women”. The 
criterion “popularity and goodwill of a produc-
er”, which many authors call trustworthy for 
the choice of products, was ranked 7th in the 
rating for food products, inferior to the criteri-
on “place of production”. However, the criteri-
on “popularity and goodwill of a producer” is 
important, which conditions its inclusion in the 
list of criteria for selecting food products for 
territorial branding.

Based on the results of testing the meth-
odological approach, the authors define the 
following criteria for selecting food products 
for territorial branding: “appearance, colour 
and texture”; “freshness”; “shelf life”; “place 
of production”; “popularity and goodwill of a 
producer”. 

The development of criteria for selecting 
food products for territorial branding based 
on preferences for quality factors enhanced a 
brand model of food products from local pro-
ducers. These products are in high demand 
now and show a tendency of stable demand. 
Taking advantage of this model, it is possible 
to create a list of local food products sold on 
local markets. 

Hence, to create a list of locally produced 
foodstuffs for territorial branding, it is neces-
sary to adapt the criteria for individual groups 
of food products, such as bakery or confection-
ery ones. The authors think the criteria of rec-
ognisability and preference for existing prod-
uct brands to be the most essential. 

The carried out research let us use rec-
ognisability and preferences of foodstuffs by 
consumers in their choice and aspects related 
to realised demand as criteria for selecting po-
tential brands from the list of brands for territo-
rial branding. Proceeding from how consumers 
evaluated these criteria, we tested the method-
ology as part of a study of recognisability and 
food preferences of 13 groups of food products 
in the form of a survey of consumers in Kras-
noyarsk. The sample included groups of all 
generations with respondents answering a tar-
geted questionnaire. The analysis of the results 
helped to identify problems in recognisability 
and preferences for food brands (Table 3). 

Of the 13 product groups, only 5 have rel-
atively high recognizability: bakery products; 
confectionery products; dairy products; meat 
products; and eggs. The level of consumer rec-
ognition of local brands is about 40-50% for 
these groups. In the other 8 groups, consum-
ers either cannot remember any trademarks 
or name individual brands only. The share of 
brand recognition in these groups is only 20%. 
The low level of recognition and preference for 
food products from local producers by Kras-
noyarsk consumers may be attributed to the 
specifics of consumer behaviour in choosing 
food products and/or the inefficient practice of 
branding food products by producers. 

The presence of different groups of food 
products with different properties and prod-
uct characteristics stipulates the need to adapt 
the criteria to the products of individual prod-
uct groups. For brand promotion, we suggest 
choosing general preference criteria that affect 
demand. 

To test the methodology, the authors have 
chosen confectionery products and used gener-
al consumer preference criteria and local crite-
ria – place of production, goodwill of a produc-
er, reputation of sellers, which update the group 
of “accessibility” factors.
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Table 3. Food trademarks of local producers preferred by Krasnoyarsk consumers  
(share of consumers in their choice, %)

Local 
trade-
marks

Bakery Confectionary Dairy products Meat Eggs

Group “Young” (18-25 years old)

Women

Krasnoyarsky 
khleb (18.6%)

DiKhleb (11.9%)
YarKhleb (10.2%)

Kraskon (20.3%)
Sladkoe zhel-
anie (16.9%)

Komandor’s own 
production (5%)

Krasny Yar’s own 
production (5.1%)

Semenishna 
(Khakassia) 

(23.7%)
Nikolskoe (15.3%)

Istok (10.2%)

Uyar meat 
processing 
plant (5.1%)
“Premier” 

butchery (4.3%)
KPK (Novosi-
birsk) (1.6%)
MaVR (Kha-
kassia) (1.7%)

Barkhatovo (5.1%)
Zarya (3.4%)

Komandor’s own 
production (3.4%)

Men

YarKhleb (15.4%)
Komandor’s 
own produc-
tion (10.3%)

Krasnoyarsky 
khleb (7.7%)

Sladkoe zhel-
anie (17.9%)

Kraskon (5.1%)
Krasny Yar’s own 
production (2.6%)

Semenish-
na (7.7%)

Nikolskoe (5.1%)
Istok (2.5 %)
Nazarovskoe 

(2.6%)
Iskra (2.5%)

KPK (2.6%)
MaVR (2.6%)

Uyar meat 
processing 

plant (2.6%)

Barkhatovskoe 
(5.1%)

Selo Maslobo-
evo (5.1%)

Group “Adults” (26-45 years old)

Women

Krasnoyarsky 
khleb (13,4%)
DiKhleb (6%)
YarKhleb (6%)

Kraskon (17.9%)
Sladkoe zhel-
anie (7.5%)

Krasny Yar’s own 
production (1.5%)

Nikolskoe (7.5%)
Semenishna (6%)

Istok (4.5%)
Iskra (4.5%)

KPK (6%)
“Premier” 

butchery (4.5%)
Berezovsky 

meat processing 
plant (3%)
Province 

Solgon (3%)

Barkhatovskoe 
(13.4%)

Zarya (3%)

Men

Krasnoyarsky 
khleb (14.3%)

YarKhleb (12.5%)
Berezovsky bak-
ery plant (3.6%)

Kraskon (28.6%)
Sladkoe zhel-
anie (3.6%)

Semenish-
na (11.4%)

Nikolskoe (8.6%)
Nazarovskoe 

(5.7%)

Iskra (5.7%)
MaVR (2.9%)

Uyar meat 
processing 

plant (2.9%)

Barkhatovskoe 
(8.6%)

Selo Maslobo-
evo (5.7%)

Zarya (2.9%)
Group “Middle-aged” (46-65 years old)

Women

Krasnoyarsky 
khleb (14.3%)

YarKhleb (12.5%)
Berezovsky bak-
ery plant (3.6%)

Kraskon (28,6%)
Sladkoe zhel-
anie (3.6%)

Chernogorsk 
confectionary 
(Khakassia)

(1.8%)

Nikolskoe (12.5%)
Istok (8.9%)
Semenish-
na (3.6%) 

Iskra (3.5 %)
Narada (3.6%)

Berezovsky 
meat processing 

plant (7.1%)
KPK (5.4%)

MaVR (5.5%)
Iskra

(5.4%)

Barkhatovskoe 
(19.6%)

Zarya (3.6%)

Men

Krasnoyarsky 
khleb (18.5%)

DiKhleb (11.1%)
YarKhleb (2.6%) 
Komandor’s own 
production (3.7%)

Kraskon (22.2%) Nikolskoe (14.8%)
Istok (11.1%)
Semenish-
na (7.4%)

MaVR (14.8%)
KPK (7.3%)
Uyar meat 
processing 

plant (7.4%)

Barkhatovskoe 
(18.5%)

Zarya (11.1%)
Selo Maslobo-

evo (3.7%)

Made according to the results of the authors’ study.
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Table 4. Consumer preferences in choosing a manufacturer of confectionery brands 

Manufacturers Percentage of respondents  
who prefer certain confectionery brands, %

Kraskon 44.9
Rossiya 16.3

Babaevsky 12.2
Rot Front 8.2

Krasny Oktyabr 8.2
 Alpen Gold 6.1

Made according to the results of the authors’ study.

Table 5. Structure of customer satisfaction with general quality fac-
tors of confectionery products of the “Kraskon” factory 

Factors of satisfaction Share of respondents indicating satisfaction, %
Factor “consumer evaluation of quality” 

Taste, smell, texture 71.4
Freshness (evaluation according to expiry date) 59.2

Natural ingredients 44.9
“Factor of availability”

Price 26.5
Availability at the points of sales 20.7

Made according to the results of the authors’ study.

An online survey of consumers of confec-
tionery products in Krasnoyarsk showed the 
highest preferences in the group “sweets” to the 
trademark of the company “Kraskon”, which 
is a local producer of confectionery and pasta 
products in Krasnoyarsk (Table 4).

The preferences of Krasnoyarsk consum-
ers in the choice of confectionery products 
from the “Kraskon” factory (Table 3, Table 4) 
have predicated our choice of the company as 
the object of research to test our own method-
ology. 

The results of the study have showed that 
consumers identified a number of characteris-
tics from the group of factors “consumer as-
sessment of quality”, namely taste, freshness, 
shelf life, and also natural ingredients as the 
main criteria influencing their choice of con-
fectionery products. As for the group of factors 
“availability”, the most popular criteria turned 

out to be availability at the point of sale and 
price (Table 5). When asked about the trust 
in the “Kraskon” factory production, almost 
all respondents indicated a high level of trust 
based on the positive reputation of the factory 
and the length of the factory’s operation. 

Thus, consumers’ identification of the 
most preferred products from local producers 
grants an opportunity to select local manufac-
turers to form a list of their products for brand 
promotion.

For example, in the group of confection-
ery products, particularly sweets, we offer the 
Kraskon factory as a local manufacturer for the 
city of Krasnoyarsk. 

Certainly, with a wide range of products, 
not all products can become brands. Criteria 
such as demand levels and consumer preferenc-
es tell whether a brand is promising or not for 
branding. The lack of information on sales of 
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individual “Kraskon” sweet and candy brands 
in public sources has made the authors choose 
potential brands for brand promotion on the 
grounds of consumer assessments. 

An analysis of the results of a consumer 
survey about the “Kraskon” factory brands re-
vealed that respondents consider all candies and 
sweets in boxes to be brands. Consumers chose 
the following brands from the entire range of 
sweets (Table 6). The majority of respondents 
(19.1%) consider the candies “Kraskosha at the 
Ball” (in Russian – Kraskosha na balu) and 
“Krasnoyarsk Pillars” (Krasnoiarskie Stolby) 
(8.5%) to be the brands of the factory’s entire 
range of sweets (Table 6). However, this level 
of support for these sweet names does not allow 
us to draw an unambiguous conclusion about 
whether they are brands and whether they are 
potential brands for inclusion in the list of con-
fectionery products for brand promotion. In our 
opinion, economic criteria such as sales level 
and product life cycle should be assessed as 
well. Furthermore, market criteria, such as the 
level and sustainability of market demand, are 
inherent in selecting food products for territo-
rial branding as potential brands.

Meanwhile, not all well-known and even 
well-sold trademarks are brands or can become 
brands. To confirm the hypothesis that the level 
of recognition of a trademark is a criterion for 
assigning a trademark to a brand, we measured 

the percentage of respondents who consider 
certain names of sweets to be brands. 

The results of testing the authors’ me-
thodical approach to selecting criteria for the 
branding of food products by local producers 
show that the methodical approach is necessary 
for producers and authorities to make decisions 
within the framework of territorial branding. 

Conclusion
The relevance of the methodological ap-

proach developed by the authors to forming 
criteria for selecting food products for territo-
rial branding has been proved by the results of 
theoretical and empirical studies. The selection 
of criteria for choosing food products for terri-
torial branding is made to assess quality fac-
tors on the basis of preference criteria. Then 
there was built the model of a brand of food 
products from local producers, which is in high 
demand by consumers and which guarantees a 
stable demand for the products of a particular 
producer. 

Identification of problems with territorial 
branding of food products from local producers 
was based on the analysis of the methodologi-
cal approach and incorporated theoretical stud-
ies and the criteria for selecting food products. 
The results of testing the approach showed the 
low level of recognition and preference for food 
products from local producers by Krasnoyarsk 

Table 6. Confectionary products – brands of the company “Kraskon” 

Product Share of the respondents who consider  
this name to be the brand, %

Sweets (all) 8.5
Sweets in boxes 10.6
Sweets “Kraskosha at the Ball” (Kraskosha na balu) 19.1
Sweets “Krasnoyark Pillars” (Krasnoiarskie Stolby) 8.5
Sweets “Autumn bouquet” (Osennii buket) 4.3
Sweets “Kraskosha in the Evening” (Kraskosha vecherkom) 4.3
Sweets “Krasnoyarsk in the evening” (Krasnoyarsk vechernii) 2.1
Sweets “Small Dragon” (Drakosha) 2.1
Sweets “Tesoro” (Tesoro) 2.1
Sweets “Sayan” (Saianskie) 2.1
Sweets “Bagheera” (Bagira) 2.1

Made according to the results of the authors’ study.
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consumers, which proved the practical impor-
tance of the authors’ approach for application 
as methodological recommendations for terri-
torial branding. 

This confirms that the methodological ap-
proach to criteria selection technology can be 
extended to all products manufactured by local 
producers. 

Moreover, this presents scientists with the 
task of differentiating research in the area of 

territorial branding through studies of local 
product brands. It is vital to study issues relat-
ing to consumer behaviour, to make hypothe-
ses and find evidence based on an analysis of 
consumer behaviour in selecting local product 
manufacturers and market behaviour of brands 
on local markets. In the end, it is necessary to 
investigate the factors of inefficient branding 
practices of local products and ineffective sup-
port from local authorities. 
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Методический подход к формированию критериев отбора  
пищевых продуктов для территориального брендирования

Т.Г. Бутоваа, Е.А. Демаковаа, С.Л. Улинаa,  
О.Л. Егошинаа, С.И. Мутовинa, б, Е.П. Данилинав

аСибирский федеральный университет 
Российская Федерация, Красноярск 
бНаучно- исследовательский институт ФСИН России 
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Российская Федерация, Красноярск

Аннотация. Современные тренды потребительского поведения и новые условия 
хозяйствования в регионах и территориях России с акцентом на развитие местного 
производства пищевых продуктов обусловили рост внимания к территориальному 
брендированию. Между тем вопросам территориального брендирования пищевых 
продуктов практически не уделяется научного обоснования, что привело к отсут-
ствию методических рекомендаций к товарному брендированию пищевых продук-
тов местных производителей, а следовательно, и неэффективности практических 
решений в реализации Концепций брендинга территорий. Отсутствие релевант-
ного к территориям определения понятия товарного брендирования и критериев 
выбора пищевых продуктов для брендирования позволило авторам на основе те-
оретического исследования дать свою трактовку понятия «территориальное брен-
дирование пищевой продукции», определить критерии отбора пищевых продуктов 
для территориального брендирования и предложить эталонную модель бренда 
пищевого продукта. Апробация методического подхода на основе эмпирического 
исследования обеспечила доказательность его правильности, а также предпочте-
ний потребителей при выборе пищевых продуктов и, в частности, отдельных групп 
пищевых продуктов красноярских производителей.

Ключевые слова: территориальное брендирование, товарное брендирование тер-
риторий, брендирование пищевых продуктов, критерии предпочтений выбора пи-
щевых продуктов, методика отбора критериев пищевых продуктов для территори-
ального брендирования.

Проект «Концепция и модели товарного брендирования макрорегиона «Енисей-
ская Сибирь» профинансирован Красноярским краевым фондом науки.

Научная специальность: экономические науки.
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