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I.  INTRODUCTION

To consider the present condition of Russian economy and the perspectives for its development, we should review the historical way made by the country during the last decades. 

By mid-80-ies of the last century the 
Soviet Union had possessed huge industrial potential, while the economy remained in 
many ways inefficient; the lack of market mechanisms did not allow it to react to the 
changes in the situation both inside the country and in the world division of labor. The industry was mainly aimed at the satisfaction of the military-industrial complex; the civil sector was financed according to the residual principle. Therefore, the country was gradually falling behind the majority of industrial countries. Gratuitous assistance to socialist countries and the support of communist parties and national liberation movements throughout the world was an additional onerous burden to the state.  

At the same time, there was a big potential of fundamental science acquired during many years. The country occupied one of the leading places in high technology fields like space exploration, aviation, nuclear power engineering, and shipbuilding.  

The fall of world oil prices in the 80-ies, together with the growth of negative tendencies in the economy, led to the necessity of radical reforms. The epoch of perestroyka came, which resulted in the crack-up of the world communist system; the Soviet Union ceased to exist, and the economy had to transfer to market methods within the shortest possible time. It was the time of serious change and great errors.

The transfer from the planned system to the market was painful. It was impossible to 
attain positive results without massive reorganization of production. Business links broke up, many enterprises could not adapt to the new conditions. 

The plants which had only produced military equipment, in order to transfer to manufacture of other production, had to invest heavily into new equipment and to implement new technologies.

II. THE SYNDROM OF DUTCH MALADY IN ECONOMY OF RUSSIAN FEDERATION

However, the transfer to market economy, the development of banking, mass privatization, introduction of new legislation, and the improvement of taxation started yielding good results.

At present Russia demonstrates stable economic growth, and more attention is paid to the social sphere, pension reform, public health and education. Unfortunately, the natural resources sector is still regarded to be one of the major sources of finance.

In addition to providing finance, rapid increase in prices for power resources in the world market poses a number of problems.

Many analysts now speak about a syndrome in Russia called Dutch malady. This tendency has considerably grown with the increase in oil and gas  prices. 
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Fig. 1.   Dynamics of the oil prices
The Dutch malady is usually caused by a dramatic boom in the natural resources sector as a result in the leap of world prices or technological breakthrough. The demand for services grows due to the growth in revenues in the natural resources sector, the prices for these services increase more rapidly than the prices for goods, and the national currency strengthens.  Therefore, the services sector develops at the expense of manufacture which becomes noncompetitive and stagnates and is replaced by growing imports. The development of natural resources exports results in the increase in value of national currency at world markets. And at the same time the local manufacturer faces problems caused by the growth in costs. 

Economists have been arguing about if there is a threat of de-industrialization in Russia due to its great dependency from natural resources exports, and if the threat of Dutch malady is serious enough, whose most evident symptom is the fall of production volume in the industries other than raw materials, with the growing exports of natural resources. 

Many analysts acknowledge that if Russia does not change the structure of its economy, it can expect acute attacks of the Dutch malady in the future. 

The International Monetary Fund (IMF) believes that the Russian Federation is becoming a classical victim of the Dutch malady, which appears where high prices for raw materials result in dramatic increase in exports revenues, and that the country would gain more from accelerated reforms than from limitation in strengthening the real Rouble exchange rate.  

IMF has also expressed the opinion that high oil prices are encouraging retardation of Russia’s economic development. Therefore, structural reforms should be implemented as an urgent matter. The administrative reform and the government services sector should be reformed, and the transparency in the work of tax administration and other authorities should be provided. In order to overcome the Dutch malady, the Russian national economy should be restructured, this could realize the advantages of the country’s national wealth and would be conducive to its integration into the world economy, in particular, in the context of the planned accession to the World Trade Organization.

III.  RESERVES OF DEVELOPMENT

Russia at present demonstrates high economic growth rates and has all opportunities to rank among the leading world powers and participate in determining the world economy trends. This conclusion is based on the following assumptions:

· The country has huge reserves of natural resources and can supply them to many countries within the nearest decades. It is not by chance that the issue of power resources security, where Russia is to play a key role, is often discussed by President Vladimir Putin with the leaders of European countries.

·  The geographic position of Russia allows it to become one of the chief elements of a new infrastructure of the Eurasian continent and to provide a link between the East and the West. 

· The big territory opens a space for the development of both the natural resources sector and the high technology sector, and it creates a perspective for improving the transportation between the countries.

· The country possesses powerful military potential and modern weapons, which enable it to become a security guarantor in many regions and to fight against international terrorism together with all democratic nations.

· The success in fundamental science attained during the Soviet period, and one of the world’s best scientific schools inspire the hope for a breakthrough in a number of innovation projects and the development of manufacture based on high technologies.

· The new business people who have appeared in the conditions of chaos and the lack of state support: this new generation is dynamic and capable of creative activity.

The logics of the world economy development gives Russia a chance to return to global economy not as a fully-fledged player only, but also as a country which will determine further tendencies. It goes without saying that the opportunity should be used within the shortest possible time. 

IV. INNOVATION PROJECTS

Innovation projects should become the main line of development. The world practice shows that the bulk of all revenues in manufacture are generated by sales of innovation products (in the developed countries they amount to more than half of exports). In the USA, Germany and Japan, which control more than 80% of the world market of high technology products, the profit surplus is used for further promotion of manufacture and sales and for new developments, and in this case it is not subject to taxation. 

The situation in the Russian economy has not been favorable for innovation projects. However, in view of the future and the market stability and the rise in industrial production, there is no other way than acceleration of innovation activity.

The National Innovation System became a catalyst for combining financial and industrial capital; it was conceived in 1997 in accordance with the State Program for the Development of Innovation Activity in Russia.

V. LEGISLATION AND INNOVATION

In order to indicate that the high technology sector is really present in Russia, we should assume another scale of activity. Therefore, the initiative of the Ministry of Economic Development of Trade seemed to be quite logical when it created and passed Federal Law №116-ФЗ On Special Economic Zones in the Russian Federation. This Law provides for the first time an opportunity for the innovation community to count on state support.

Two types of special economic zones can be created on the territory of Russia: (1) industrial and manufacture zones and  (2) technical and implementation zones. The issue of introducing changes into legislation to provide for creating other types of zones is being discussed now, i.e. tourist and recreation zones are under consideration.

Upon the results of the competition conducted by the Ministry of Economic Development of the Russian Gederation in 2005, four technical and implementation zones (in  Dubna, Zelenograd, Tomsk and St.Petersburg) and two industrial manufacture zones (in Lipetsk Region and Tatarstan) had been created.

The creation of engineering, transportation and social infrastructure in the special economic zones will be financed primarily from the federal budget. For the companies, which operate in technical implemenation zones tax allowances are envisaged: first, the unified social tax will be lowered from 26% to 14%. In addition, all expenses for the research and development work and the design and test work can be deemed deductible. Administrative benefits are also important. For example, local bodies of the Federal Agency for Administraion of special economic zones will handle the problems of interacion of enterprises with the local tax authorities, the customs, and various control organizations.

The above solutions, when implemented, must be advantageous for the development of science, fundamentally new technologies, materials and services. Long-term programs, which combine fundamental research and prospective projects will enable the economy to gradually abandon the dependency from natural resources. 

One of the most important problems is efficient use of the Stabilization Fund to the advantage of the state. A new record has been set recently: the gold currency reserves have reached the point of 200 billion USD. 

This money can be used for national projects (public health, education, housing, agriculture), and also for innovation projects (resources-saving technologies, nanotechnology, nuclear and hydrogen power engineering, space exploration, modern transportation routes, etc.).

VI. CONCLUSION

In my opinion, significant conditions are being formed now in the Russian Federation for its participation in determining the future of the world economy. The state cannot be considered successful if it restricts itself by resolving its own internal problems; a successful state must be heavily involved in the events on the world arena. 

We should integrate into the world economy as a subject, which will create new world economic policy targeted at the improvement of the world civilization. It was difficult even to think about that a few years ago; however, today it seems obvious that the Russian Federation has all conditions for becoming a leading world power. 
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Fig. 2.  Gold currency reserves
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