Structural Changes in Russia’s Industry: The Current Situation and a Forecast
Abstract. Industry is a key sector of Russia’s economy. It has a decisive influence on the
level of development of the productive forces of Russian society. The development of industry is
a major condition for the development of Russia’s economic potential and achievement of
objectives related to ensuring the nation’s successful socio-economic and political development.
This paper analyzes the dynamics of change in industrial production in Russia from 2008 to 2019
across a set of indicators characterizing structural changes in industry, specifically its extractive,
manufacturing, and production and distribution of electricity, gas, and water sectors. The work
provides a forecast of output in the three sectors of industry using methods such as Holt’s
method and factor analysis, with structural shifts projected using the methods of Szalai,
Ryabtsev, Gatev, and Kazinets.
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Introduction
Humanity’s massive leaps in technological development and innovation have provided an
impetus for the development of the process of globalization, which, in turn, has led to the
formation of a competitive global environment, giving rise to and stimulating the development of
processes of integration. Furthermore, amid the latest geopolitical and monetary-financial
changes, the current state of the international financial-economic system is such that there are
emerging various external conditions that are influencing the economic system of just about any
nation around the world. There, therefore, appears to be a need for adequate and efficient
mechanisms for the development and protection of the national economy.
Russia’s transition from an administrative-command economy to a market one has been
characterized by the use of a special model of development – the resource-based model. The use
of the resource-based model of development has been fraught with the structure of the economy
becoming more primitive and the role of technology, science, and education diminishing. As a
result, the country has witnessed strong differentiation between its regions and a lagging-behind
of the sectors of its industry, as well as its technological and innovation sectors, which has made
the Russian market highly dependent on foreign products, including technology.
On top of that, the Russian economy has been faced with a number of long-term systemic
challenges grounded in both the latest global trends and various domestic barriers to
development. These challenges include stiffening global competition, a new wave of
technological changes, and the exhausted potential of the resource-export model.
At the same time, the organizational structure of Russian industry has been characterized
by a high degree of concentration and centralization of capital in the sectors of the fuel-andenergy complex and a highly unequal distribution of capital across the sectors of the
manufacturing industry, which, consequently, have found themselves unable to compete in
global markets.
In this regard, the conduct of systematic analysis of industry’s sectoral structure for the
purpose of helping enhance it may be viewed as a key condition for boosting the efficiency of
social production and, consequently, driving growth in the national economy.
Literature review
Modern structural concepts view structural changes in industry not as a consequence but
as a source of economic growth (Lin, 2011). Overall, research has identified a positive
correlation between the intensity of structural shifts and the rate of economic growth for 108
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nations in the period 1995–2011 (UNIDO, 2016). With that said, this relationship is not absolute,
and the intensity of structural changes can be both a consequence and a cause of economic
growth. Nevertheless, it is worth noting that all significant and long periods of fast economic
growth following World War II normally occurred against a backdrop of pronounced structural
changes within the national economy (e.g., industrialization or sometimes servicization of the
economy, like in Hong Kong or India) (McMillan et al., 2017; Diao, 2017). According to scholar
J.J. Krüger, “to date there exists no general theory of structural change, but there exist a variety
of theoretical approaches that are concerned with the explanation of structural shifts between the
three broad sectors of the private economy [primary, secondary, and tertiary] and among the
industries within these sectors” (Krüger, 2008, p. 331). A key concept that belongs here is the
three-sector hypothesis, which postulates a systematic succession of the development of the three
main sectors of the private economy (Clark, 1957; Fisher, 1939; Fourastie, 1963). Of relevance
also are related summarizations by S. Kuznets, who suggests that “rapid changes in production
structure are inevitable – given the differential impact of technological innovations on the several
production sectors, the differing income elasticity of domestic demand for various consumer
goods, and the changing comparative advantage in foreign trade” (Kuznets, 1973, p. 250).
While identifying steady trends in structural change across the global economy is
important in and of itself, it is, above all, of particular significance to the development of
structural policy in Russia. One is currently observing the following two major types of
structural change in the economy – intersectoral structural shifts and intrasectoral ones, which
lead to a change of specialization and result in production diversification. The manufacturing
industry remains a key driver of economic growth due to the following: high absolute levels of
labor productivity; possibility of achieving significant economies of scale; high levels of
innovation; well-developed direct and inverse intersectoral relationships; ease of integrating into
global production systems (which helps ensure the transfer and absorption of cutting-edge
technology) (Abbas, 2018); positive effect on sociality (in particular, in terms of combating
income inequality); eco-friendliness of production (Szirmai, 2012). A well-developed
manufacturing sector helps maintain overall economic growth thanks to making its stretches
longer and reducing overall volatility (UNIDO, 2016; Dasgupta and Singh, 2006). In addition,
empirical data suggest the significance of the sectoral composition of exports and the level of
their complexity to stimulating overall economic growth (Hidalgo et al., 2011), which
accentuates the importance of having in place a well-developed manufacturing industry and a
sound services sector complementing it to provide for that complexity.
In this regard, of special significance are structural changes in the industrial sector, which
is crucial to the development of any country and is an essential sector of material production.
Industrial production also serves as a basis for the industrialization of economic space. The
essence of industrial production is activity by enterprises and organizations engaged in the
extraction and processing of raw materials, fabrication of materials and equipment, and
manufacture of instruments of labor. The sector is called industrial or secondary, as it is within
this particular sector that primary raw materials are transformed into products ready for
consumption by the end user.
Russia’s industrial production continues to be in the post-industrial era the basis of the
nation’s economic security and the kernel of its production-technological potential, expanding
and upgrading which constitutes the material-technical part of the reproduction process.
Methods
The key indicators of the structure of the national economy reflecting the depth and
complexity of changes in production and in the spheres of distribution and consumption are
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macroeconomic indicators and their dynamics. Establishing a methodology that will factor in the
dynamics of such changes in the economic structure is of utmost significance to the study of
structural shifts in industry. The classic approach is based on data for the time series of a
particular indicator and structural differences based on data for several indicators at a fixed point
in time [8].
To conduct generalized analysis of change in the structure of a set over time or to
measure spatial differences based on two compared levels, various summarizing indicators of
structural change can be employed.
To determine the degree of influence of factor changes on structural transformations, the
index method can be employed. A major role in the development of a system of interrelated
indexes suitable for this type of analysis has been played by the following statisticians: K. Gatev,
L.S. Kazinets, V.M. Ryabstev, and A. Szalai.
Indicators of the effectiveness of structural shifts are often at variance with overall
indicators of the economy’s development. For instance, effective changes aimed at the structural
reformation and diversification of the economy are often accompanied by declines in key
macroeconomic indicators of its performance, as they divert toward themselves a portion of
existing resources. At the same time, not always do structural shifts that facilitate high rates of
economic growth are positive from a standpoint of the direction of socio-economic progress.
This happens when growth is achieved through an increased share in the structure of the
economy of obsolescent, as well as traditional, sectors (e.g., the share of the extractive industry
at the post-industrial economic development stage).
From the perspective of marginal utility theory, a structural shift in the economy is
effective only when it leads to its subjects, whose needs are to be met and interests are to be
accommodated, deriving maximum utility from the dynamically changing structure of the
economic system. Here the primary focus is on the qualitative and quantitative parameters of
structural change in the economy (Дружинин, 2015).
Thus, there is a need for a set of indicators that will reflect key structural changes.
Kazinets’s linear coefficient of absolute structural changes makes it possible to assess the
intensity of structural differences in absolute terms. Gatev’s integral coefficient (the Gatev
index) helps assess the intensity of structural differences in relative terms. So does the Szalai
index. The Ryabtsev index is the ratio of the actual differences between the values of the
components of two structures to their maximum possible values.
To forecast structural changes in Russia’s industrial sector for the period 2020–2022, the
authors employed Holt’s method (a two-parameter model was constructed) and factor
forecasting.
Results
Forecasting structural changes in the industrial sector of the Russian economy requires
the use of a set of metrics based on which to draw a conclusion about the development level of
Russia’s industry. Employing these metrics can help establish a relationship between the
system’s various indicators and determine the degree of correlation between them.
The 2007 All-Russian Classifier of the Types of Economic Activity subsumes the
following three types of activity under industrial production:
– extraction of mineral resources;
– manufacturing;
– production and distribution of electricity, gas, and water.
To forecast structural changes in the industrial sector of the Russian economy, one will
need three systems of indicators reflecting a set of general and specific factors in the
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development of each of the types of activity. To this end, the following set of indicators was
selected:
– main indicators: volume of shipped goods and performed works and services in value
terms;
– general indicators: investment in fixed assets, export growth rate, wear and tear on plant
and equipment, and average annual number of employed persons in the sector;
– specialized indicators: oil prices, capital outflow, share of workers with a higher
education, invention activity coefficient, population size, demand for electricity, and emissions
to the atmosphere.
Due to the paper’s limited scope, it will focus on the indicators that the authors feel have
a decisive influence in terms of structural shifts.
The Volume of Shipped Goods and Performed Works and Services indicator is a general
indicator that characterizes the overall condition and development level of Russia’s industry. It
can help compute the indices of structural change and generate a forecast for the development of
the nation’s industrial complex in the future. Figure 1 illustrates the dynamics of the volume of
industrial production in Russia.
Добыча полезных ископаемых
Обрабатывающие производства

2015

2018

3 060 099

8 664 572

3 171 804

19 860 357

20 755 032

2017

8 466 782

3 280 475

20 015 860

2016

7 195 203

2 878 689

6 394 583

2 739 133

19 046 545

19 657 387

2014

6 307 509

2 823 721

17 820 604

2013

5 822 380

2 893 496

17 333 255

2012

5 950 284

2 824 959

17 079 293

2011

6 087 498

3 125 329

16 898 957

2010

5 940 983

3 147 146

16 211 705

2009

5 338 965

2 470 933

14 071 439

2008

4 991 457

2 572 988

5 271 733

16 863 615
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Figure 1. Dynamics of the volume of industrial production in Russia across the three key types
of activity, million rubles. Produced by the authors based on data from Федеральной службы
государственной статистики РФ.
Good macroeconomic conditions in Russia, a sound budgetary policy, and being immune
to the effects of the US mortgage-lending crisis have partially protected the Russian economy
and limited the impact on it of the global financial crisis of 2008–2010. Thanks to Russia’s small
foreign national debt, double budget surplus, substantial gold and currency reserves, and
favorable ratings from major rating agencies, up until mid-2008 foreign investors regarded
Russia to be a country that is safe and protected from the worsening of financial conditions
around the world. If by the start of the global financial crisis Russia had not had such a large
budget surplus and such a large volume of resources amassed in the stabilization fund and gold
and currency reserves, the crisis would have taken its toll on the Russian economy a lot earlier
and its consequences could have been a lot more serious. Starting in 2009, the manufacturing
industry exhibited a steady trend of increase in output, with the positive dynamics persisting up
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until 2015. The largest increase in the figure was posted in the period 2014-2015 – 1,770,461.05
million rubles (10%). This growth was based on the output of certain food products (including
under the import-substitution program), a boost in output in the nation’s light and electrotechnical industries, and an increase in the output of products from oil and gas processing.
Despite the resource orientation of the Russian economy, the nation did not witness a
substantial increase in output in the extractive sector up until 2017, when it posted an increase of
797,800.37 million rubles (13%). Starting in 2015, positive dynamics within the sector were
exhibited by enterprises engaged in the extraction of coal, oil, iron ore, and associated gas,
whereas there was a decline in the output of natural gas and aggregates. In 2018, output in the
extractive sector exceeded the 2014 figure by 9.5%. That being said, even in 2015, a
recessionary year in Russia, the figure remained positive [14].
Based on data from Rosstat, in 2019 the key factors hindering growth in output in the
extraction of mineral resources and manufacturing sectors were insufficient demand for the
companies’ products in the domestic market, high taxes, and an uncertain economic situation
overall.
The development of any sphere of the economy is directly dependent on the level of
investment activity within it. The Investment in Fixed Assets indicator reflects the degree to
which entrepreneurs are interested in the development of various spheres of economic activity.
Investment in fixed assets is also an efficient tool for altering the existing structure of industrial
production. Figure 2 illustrates the dynamics of investment in fixed assets across the three key
sectors of Russia’s industry.
Добыча полезных ископаемых
Обрабатывающие производства

2012

2013

2014

2015

2016

2017

2018

559 151

1 471 638
1 254 749
562 167

559 233

1 486 414
1 200 848

1 549 087
1 176 726
510 007

1 463 293
1 138 297
545 857

1 328 550
1 210 133
710 843

765 058

1 285 294
1 249 218

1 290 988
1 253 173

2011

791 775

2010

1 261 951
1 146 716

1 136 534
1 050 903
752 973

2009

1 085 318
1 036 890
703 052

2008

670 728

617 000

1 090 067
1 113 500

1 173 700
1 317 800
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Figure 2. Dynamics of investment in fixed assets across the three key sectors of Russia’s
industry, million rubles. Produced by the authors based on data from Федеральной службы
государственной статистики РФ.
In terms of investment in fixed assets, subsequent to the crisis of 2008–2010 the nation’s
extractive sector went through a period of rehabilitative growth up until 2017. A key aspect of
the recovery in the investment climate was a change in the structure of sources of investment.
The share of their own funds in the total volume of investment in fixed assets among the sector’s
large and medium-sized enterprises was over 50%.
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The largest share of investment in fixed assets was posted in the period under review by
the Extraction of Mineral Resources type of activity. This trend reflects the significant
investment attractiveness of the resources sector even in today’s climate of relatively low global
energy prices [17].
The dynamics of investment in fixed assets in the manufacturing sector are characterized
in the period under review by having a cyclical nature. The period 2008–2010, a time of crisis,
witnessed a decline in investment in the sector. The figure rose in the period 2011–2013. It then
dropped through to 2016. Starting in 2016, while there has been a slowdown in growth in
investment, the trend has been one of a general increase [16].
The rate of growth in exports is another key indicator of the development of Russia’s
industry. The basis of Russian exports is made up of the Extraction of Mineral Resources type of
activity, specifically fuel-and-energy products. In 2019, the relative share of these products in the
commodity structure of the nation’s exports was 64.7%. At the same time, the share of output
from the Manufacturing type of activity in the structure of Russia’s exports remains low to this
day. This factor is generating additional risk for the economy amid unstable global raw materials
prices.
Wear and tear on plant and equipment is a factor that has had a negative effect on the
development of the Russian economy. In Russia, organizations that are lagging behind
technologically tend to depend on government support to be financially viable. Today, the active
portion of plant and equipment appears to be subject to faster physical (and, especially, moral)
wear and tear due to scientific-technical progress. Timely upgrades to plant and equipment will
have a direct effect on a company’s innovativeness, facilitating boosts in its efficiency and
competitiveness. Figure 3 illustrates the dynamics of wear and tear on plant and equipment in
Russia.
Добыча полезных ископаемых
Обрабатывающие производства

57,7

2016

41,3
2017

55,6
50,6
43,3

2015

56,4
49,1
44,6

2014

49,6

2013

57,5

53,2
46,8
47,6

2012

50,0
45,6

51,2
46,8
47,8

2011

55,4

52,2
46,7
50,5

2010

47,7
44,5

51,1
46,1
51,1

2009

55,8

49,6
45,7
50,7

2008

46,9
47,3

50,9
45,6
51,2
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Figure 3. Dynamics of wear and tear on plant and equipment across the sectors of industry, %.
Produced by the authors based on data from Федеральной службы государственной
статистики РФ.
The key reasons behind the high level of wear and tear on plant and equipment in Russia
are the following: shortage of a skilled workforce, tendency to economize on the development of
an enterprise, and lack of proper control over the use of plant and equipment. Many companies
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hire blue- and white-collar employees who do not have the necessary qualifications to do the job,
which then leads to multiple violations. Most companies seek to derive profit in the short term,
with little regard for their long-term prospects. Consequently, plant and equipment tends to be
upgraded very rarely, which leads to gradual moral wear and tear to the machines and, based on
that, to a decline in the company’s competitiveness – and may even lead to its being pushed out
of the market [18].
The period under review, 2008–2019, witnessed an increase in said figure in the
extraction of mineral resources and manufacturing sectors. At the same time, the production and
distribution of electricity, gas, and water sector exhibited an opposite trend. The positive
dynamics were associated with the emergence of new solutions in the areas of technology,
transportation, and distribution of electricity, gas, and water.
The average annual number of employed persons in the sector, as a social factor in the
development of industry, reflects the scale of production. The creation of new jobs is closely
associated with the expansion of production, building of new plants, and introduction of new
types of products. Figure 4 illustrates the dynamics of Russia’s average annual number of
employed persons in industry.
Добыча полезных ископаемых
Обрабатывающие производства

2009

2011

2013

2016

2 354

10 114

2018

1 143

2 342

10 066

2017

1 141

2 377

1 126

1 991

10 173

10 246

2015

1 119

1 923

9 844

2014

1 081

1 939

1 068

1 936

9 925

10 065

2012

1 051

1 947

1 080

1 950

10 170

10 281

2010

1 063

1 945

1 057

1 929

10 292

10 401

2008

1 067

1 884

1 044

11 191
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Figure 4. Dynamics of Russia’s average annual number of employed persons across the sectors
of industry, thousand people. Produced by the authors based on data from Федеральной службы
государственной статистики РФ.
The Extraction of Mineral Resources and Production and Distribution of Electricity, Gas,
and Water types of activity exhibited an increase in number of employed persons throughout the
timeframe. Extraction of mineral resources is one of the highest paying sectors in Russia’s
industry, so staffing is not a major issue in this field. The relatively stable number of employed
persons in the production and distribution of electricity, gas, and water sector is associated with
the fact that the number of staff employed by enterprises in this sector is sufficient and the high
level of pay offered in it, which in the period under review was at the level of 114.2% relative to
the average pay across the Russian economy, has helped preserve its workforce. The structure of
employment in the manufacturing sector was characterized by a dynamic decline in employment
in the machine-building and consumer complexes [24].
7

2015

2016

839 781

2014

849 775

2013

556 661

2012

934 207

2011

1 937 904

3 539 316
2010

1 250 579

2009

1 137 039

2008

1 771 881

802 306

2 795 670

3 319 849

The decline in employment in the manufacturing sector is associated, among other things,
with an increase in labor productivity thanks to production automation. Low pay (94% relative to
the average pay across the economy), increased wear on equipment (over 46%), and difficulties
with workforce training are the key causes behind the decline in the number of persons employed
in the sector [25].
The effect of change in global oil prices on the development of industrial production in
the Extraction of Mineral Resources category is unquestionable. Every time there is a sharp drop
in WTI and Brent oil prices, there also occurs a dip in the price of Russian crude Urals. This
factor has special implications for the Russian economy, which operates based on the resource
model of development. When global oil prices drop, industrial production in this sector shrinks
and output declines in value terms.
A net capital outflow occurs when more money is taken out of the country by the private
sector than is brought into the national economy from overseas. Conversely, when more money
comes into than is taken out of the country, the nation posts a net capital inflow. Over the last
few years, Russia has posted a net capital outflow, i.e. more money leaves the country than
comes into it. This has been pronouncedly the case with the nation’s extractive sector, as it
accounts for a large share of Russia’s exports, with revenue from the sale of its products being in
foreign currency. Companies within the sector often fail to find a lucrative use for their funds, so
many take them out of the country with a view to investing them in securities or investment
projects in other countries. The decline in the values of this indicator is testimony that
entrepreneurs are ready to invest in projects in Russia. In particular, such projects can be aimed
at upgrading plant and equipment and modernizing and expanding production. The
implementation of the above measures has helped drive the development of Russian industry and
boost its output. Figure 5 illustrates the dynamics of capital outflow in Russia.

2017

2018

2019

Figure 5. Russia’s dynamics of capital outflow, million rubles.
An analysis of the dynamics of net capital outflow from Russia indicates that the highest
figures on this were posted in 2008 and in 2014. These specific years witnessed a number of
substantial shocks, when the financial markets were in disarray and panic-stricken people rushed
to buy foreign currency in hopes of protecting their hard-earned savings from depreciation. In the
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last 20 years, the nation posted a net capital inflow in 2006 and in 2007. In those years, the
nation’s GDP rose steadily, its financial reserves grew, and the standard of living of its
population improved [39].
Currently, the primary source of technogenic impact on the environment in Russia is
industrial production. Research by Rosstat suggests there is a relationship between increased
output, increased demand for electricity, gas, and water, and increased emissions to the
atmosphere. Figure 6 illustrates the dynamics of emissions in Russia.
20 500
20 000
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19 000
18 500
18 000
17 500
17 000
16 500
16 000
15 500

20 103
19 630
19 021

19 116

19 162
18 447
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2009
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2011

2012

2013

17 452

17 296

17 349

17 476

2014

2015

2016

2017

17 247

17 143

2018

2019

Figure 6. Russia’s dynamics of emissions, thousand tons.
The decline in emissions in Russia is associated with the conduct of special activities on
minimizing emissions to the atmosphere. This includes the use of “clean” fuel and progressive
technology in production, minimization of fugitive emissions, improvement of the way such
emissions are diffused, and the use of planning and development practices focused on the
rational use of mountain ranges and forests as a shield between residential areas and industrial
enterprises [37].
Combining the above macroeconomic indicators into a single system helped generate a
forecast for and produce an analysis of structural change in Russia’s industrial sector.
For the Extraction of Mineral Resources type of economic activity, the projected values
for 2020 are 8,506,367.31, for 2021 – 8,553,872.10, and for 2022 – 8,601,376.88 million rubles.
One is to expect a drop of 1.83% in output in 2020 compared with the previous year. The
indicator is projected to rise gradually afterwards, with its values expected to match the 2019
level in 2022 (Figure 7).
Фактические значения

Сглаженный ряд методом Хольта

10 000 000
8 000 000
6 000 000
4 000 000
2 000 000
0
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Figure 7. Initial, smoothed, and projected values of the Extraction of Mineral Resources series
(based on Holt’s method). Based on calculations by the authors.
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For the Manufacturing type of economic activity, the projected values for 2020 are
20,231,963.34, for 2021 – 20,282,917.11, and for 2022 – 20,333,870.87 million rubles. One is to
expect a slight increase, one of 1.87%, in output in 2020 compared with 2019. The figure is
projected to rise 0.25% in the period 2021-2022 (Figure 8).
Фактические значения

Сглаженный ряд методом Хольта

25 000 000
20 000 000
15 000 000
10 000 000
5 000 000
0
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Figure 8. Initial, smoothed, and projected values of the Manufacturing series (based on Holt’s
method). Based on calculations by the authors.
For the Production and Distribution of Electricity, Gas, and Water type of economic
activity, the projected values for 2020 are 3,099,334.76, for 2021 – 3,103,335.60, and for 2022 –
3,107,336.44 million rubles. One is to expect a slight increase, one of 1.28%, in output compared
with 2019. The figure is projected to rise 0.13% in the period 2021-2022 (Figure 9).
Фактические значения

Сглаженный ряд методом Хольта

3 500 000
3 000 000
2 500 000
2 000 000
1 500 000
1 000 000
500 000
0
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Figure 9. Initial, smoothed, and projected values of the Production and Distribution of
Electricity, Gas, and Water series (based on Holt’s method). Based on calculations by the
authors.
Based on the results from constructing the factor model, the greatest effect on output in
the extraction of mineral resources sector is from average annual number of employed persons in
the sector and oil prices. These factors are followed by export growth rate, investment in fixed
assets, and capital outflow. The greatest effect on output in the manufacturing sector is from
invention activity coefficient and export growth rate. These factors are followed by average
annual number of employed persons in the sector, share of workers with a higher education, and
investment in fixed assets.
The greatest effect on output in the production and distribution of electricity, gas, and
water sector is from export growth rate and average annual number of employed persons in the
sector, followed by population size, demand for electricity, and investment in fixed assets.
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Pronounced structural changes were also suggested by a forecast generated based on the
factor method. Figure 10 illustrates Russia’s structural shifts in the period 2008–2019 and
projected structural shifts for the period 2020–2022, based on the use of the factor method.
0,05
0,04
0,03
0,02
0,01
0

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Рябцева

Казинца

Гатева

Салаи

Figure 10. Forecast of structural changes in the industrial sector of the Russian economy based
on the factor method.
Conclusion
In the period 2008-2019, peak values for Russia’s structural shifts were registered in the
following years:
– 2009: global economic crisis; negative dynamics of global GDP; record declines in
global trade (over 10%); increased unemployment;
– 2012: slowdown of the global economy; European economy entering a recession, whilst
the Russian economy posted a steady performance. In 2012, Russia witnessed the launch of over
400 new production operations. The bulk of these production operations was accounted for by
enterprises within the food industry (dairy plants, meat-and-dairy farms, meat and fish
processing, and canneries), enterprises within the construction industry (cement plants, prefab
housing construction, and manufacture of tile, slabs, windows, and plumbing equipment), and
various enterprises within the extractive, metallurgical, and automotive industries. The year also
witnessed the emergence of a few dozen high-tech undertakings related to IT,
telecommunications, and instrumentation;
– 2015: Russia dealing with the effects of a wave of sanctions imposed by Western
governments; development of an import substitution program;
– 2018: VAT rate increasing to 20%; launch of the Nord Stream 2 program; several
periods of intense growth in gasoline prices, which led to increased prices for goods and services
across a broad spectrum of categories; improved financial performance of producers and sellers
of oil products.
Major structural changes have been projected to take place in 2020 in light of the
outbreak of the COVID-19 pandemic and based on a number of factors associated with it,
namely:
– sharp decline in WTI, Brent and Urals oil prices;
– closure of the borders and introduction of trade restrictions;
– decline in global GDP;
– increase in number of loss-making enterprises;
– increase in unemployment.
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Some structural changes are expected due to a decline in output in the Extraction of
Mineral Resources category. The figure is projected to exhibit a trend of increase in the years
2021 and 2022 and gradually match the level of 2019.
The Manufacturing and Production and Distribution of Electricity, Gas, and Water
categories are projected to post growth throughout the forecast period. In the manufacturing
sector, growth should be achieved thanks, among other things, to the development of new drugs
for treating COVID-19, increased manufacture of related equipment, including artificial lung
ventilation units, and increased demand for materials used for medical purposes. This demand is
expected to be met thanks to the latest measures that are being taken to prevent the spread of the
COVID-19 pandemic. Currently, many factories in Russia are retooling to manufacture medical
masks, disinfectants, and protective gear for medical personnel.
Greater output in the production and distribution of electricity, gas, and water sector will
be the result of ramped-up activity by undertakings that are key contributors to the nation’s GDP
and increased exports.
The nation is not projected to witness significant changes in the structure of industrial
production in 2021. No sharp swings in output across all the types of activity are expected. There
are projections of an average increase of 2.5% in output. Minor structural changes are expected
due to an increase in output in the Extraction of Mineral Resources category. This growth is
expected to be based on stabilizing global oil prices, increasing exports, and a trend of decrease
in capital outflow.
In 2022, changes in the structure of the nation’s industrial production will be based on an
emerging trend of increase in output in the extraction of mineral resources sector. The sector is
expected to post an output increase of 3.1–3.3%. With the Manufacturing and Production and
Distribution of Electricity, Gas, and Water categories, the figure is projected to be not more than
1.5%. On one hand, structural changes triggered by an increase in the share of output from
resource-based undertakings in industry’s total output should have a positive overall effect on the
Russian economy. On the other hand, initiating progressive structural changes will require a
thorough transformation of the structure of Russia’s manufacturing industry.
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