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Abstract. February 24, 2022, after the recognition of the independence of the Donetsk People’s Republic
and the Luhansk People’s Republic (February 22, 2022), Russian President Vladimir Putin announced
the beginning of a special military operation on the territory of Ukraine. The head of state noted in his
address to Russians that the purpose of the operation was “to protect people who, for eight years now,
have been facing humiliation and genocide perpetrated by the Kiev regime. To this end, we will seek to
demilitarize and denazify Ukraine, as well as bring to trial those who perpetrated numerous bloody crimes
against civilians, including against citizens of the Russian Federation”. The RF President’s decision
announced the beginning of a new stage in Russia’s development in the 21st century and launched
large-scale and irreversible changes concerning not only our country, but also the whole world. The
global historical confrontation between Russia and the US-led NATO countries (between Russia and

For citation: Ilyin V.A., Morev M.V. (2022). The Rubicon has been crossed: February 24, 2022, Russia entered a new stage
in its development in the 21st century. Economic and Social Changes: Facts, Trends, Forecast, 15(2), 9—30. DOI: 10.15838/
esc.2022.2.80.1
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The Rubicon Has Been Crossed: February 24, 2022, Russia Entered a New Stage in Its Development...

the Collective West) has entered an active phase, accompanied by a sharp aggravation of international
political relations, sanctions policy, and armed clashes. We (relying, as usual, on expert opinions, official
statistics and sociological surveys) express our own point of view on the events taking place in the world
and in Russia, analyze their nature, causes, and implications.

Key words: special military operation, President of the Russian Federation, Ukraine, Collective West,

new stage of development.

Russia has begun to fight for its future, for its place in the 21st century

February 2022, Russian President Vladimir
Putin adopted decisions that entailed large-scale
implications both for our country and for the whole
world. It is no exaggeration to say that the
recognition of the independence of the Donetsk
People’s Republic and the Lugansk People’s
Republic? (February 21, 2022), as well as the
beginning of a special military operation on
the territory of Ukraine (February 24) opened
a new page in the multi-century history of the
confrontation between Russia and the Collective
West. As the President noted, “a collision with these

forces is inevitable; it is only a matter of time”.

and for its own vision of the future of the 21st century.

V. Mozhegov!

The forced nature of the special operation
(which the head of state has repeatedly emphasized
in his public speeches) was due to deep reasons
related to the history of the confrontation between
Russia and the West, which escalated dramatically
in late 2021 — early 2022 due to the following:

v fomenting anti-Russian hysteria in the world
media around the allegedly imminent invasion of
Ukraine by the Russian armed forces (which, in
particular, allowed the Americans to literally “pour”
weapons into Ukraine?);

v" the U.S. ignoring Russia’s key demands on
the drafts of the treaty on security guarantees and

“...in territories adjacent to Russia, which | have to note is our historical land, a hostile “anti-Russia” is

taking shape, fully controlled from the outside..., For our country, it is a matter of life and death, a matter

of our historical future as a nation... It is not only a very real threat to our interests but to the very existence

of our state and to its sovereignty.

... The showdown between Russia and these forces cannot be avoided. It is only a matter of time...

Russia cannot feel safe, develop, and exist while facing a permanent threat from the territory of today’s

Ukraine.... They did not leave us any other option for defending Russia and our people, other than the one

we are forced to use today... | reiterate: we are acting to defend ourselves from the threats created for us

and from a worse peril than what is happening now”.

' Mozhegov V. Russia’s special operation put an end to the end of history. Vzglyad. April 15, 2022. Available at: https://

vz.ru/opinions/2022/4/15/1153019.html

2 Presidential Decree on recognizing the Donetsk People’s Republic. Available at: http://publication.pravo.gov.ru/Document/
View/0001202202220002; Presidential Decree on recognizing the Lugansk People’s Republic. Available at: http://publication.

pravo.gov.ru/Document/View/0001202202220001

3 According to some reports, this process has been going on since April 2021, but by the end of the year it became completely
open; several shipments a day were delivered to the territory of Ukraine. Available at: https://www.5-tv.ru/news/382710/
opublikovany-dokazatelstva-cto-ssa-nakacivali-oruziem-ukrainu-v2021-godu/

4 Address of the President of the Russian Federation to the citizens of Russia on February 24, 2022. Official website of the
RF President. Available at: http://www.kremlin.ru/events/president/news/67843
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the agreement on measures to ensure the security
of Russia and NATO member states’;

v an actual threat of the formation of a nuclear
potential on the territory of Ukraine (as a result of
which, according to the RF President, “the situation
in the world and in Europe will drastically change,
especially for us, for Russia”®);

v’ the threat of Ukraine’s joining NATO, and
therefore, the threat of deployment of the Alliance’s
armed forces on its territory, which would be
“a direct threat to Russia’s security”’;

v finally, new shelling of the Lugansk and
Donetsk people’s republics by the armed forces of
Ukraine, the intensity of which is indicated by the
fact that on February 18, 2022, the leadership of the
DPR and the LPR had to announce the evacuation
of part of the civilian population (women, children,
the elderly, about 700 thousand people in total®) to
the territory of the Russian Federation.

Consequently, as Vladimir Putin noted in his
address to Russians on February 24, 2022, announ-
cing the start of a special operation in Ukraine,
“they did not leave us any other option for defending
Russia and our people, other than the one we are
forced to use today”.

After the start of the special operation, the
purpose of which, as the President pointed out, is to
demilitarize and denazify Ukraine and also “to
protect people who, for eight years now, have been
facing humiliation and genocide perpetrated by the
Kiev regime”, there developed a large-scale (not only
military, but also economic, political, ideological)
confrontation between Russia and the Collective

“In these circumstances, we have to take bold
and immediate action. The people’s republics of
Donbass have asked Russia for help. In this context,
in accordance with Article 51 (Chapter VII) of the
UN Charter, with permission of Russia’s Federation
Council, and in execution of the treaties of
friendship and mutual assistance with the Donetsk
People’s Republic and the Lugansk People’s
Republic, ratified by the Federal Assembly on
February 22, | made a decision to carry out a special
military operation. The purpose of this operation is
to protect people who, for eight years now, have
been facing humiliation and genocide perpetrated
by the Kiev regime. To this end, we will seek to
demilitarize and denazify Ukraine, as well as bring
to trial those who perpetrated numerous bloody
crimes against civilians, including against citizens
of the Russian Federation””.

West, the global consequences of which for our
country are comparable to such historical events as the
Revolution in 1917, the victory in the Great Patriotic
War in 1945 and the collapse of the USSR in 1991.

The global crisis observed today has several
deeply-rooted foundations, each of which indicates
its logical emergence and inevitability. According to
Ambassador Extraordinary and Plenipotentiary
of Russia V.V. Popov, such grounds include, for
example, the centuries-old historical confrontation
between the Russian and Anglo-Saxon civilizations.
Many foreign experts have been talking about the
crisis of capitalism for a long time and now raise the
question of “what will replace this system” rather
than “how to reform it”'°,

> On Russian draft documents on ensuring legal guarantees of security by the United States and NATO. Official website of
the RF Ministry of Foreign Affairs. Available at: https://www.mid.ru/ru/foreign_policy/news/1790809/

¢ Address of the President of the Russian Federation to the citizens of Russia on February 21, 2022. Official website of the
RF President. Available at: http://www.kremlin.ru/events/president/news/67828

7 Ibidem.

8 Aggravation in the Donbass: What happened on February 18, 2022. Available at: https://officelife.media/news/31222-
obostrenie-na-nbsp-donbasse-chto-proizoshlo-18-nbsp-fevralya-2022-goda/

 Address of the President of the Russian Federation to the citizens of Russia on February 24, 2022. Official website of the
RF President. Available at: http://www.kremlin.ru/events/president/news/67843

10 See, for example: Wallerstein 1., Collins R., Mann M., Derluguian G., Calhoun C. (2015). Est’ li budushchee u kapitalizma ?
[Does Capitalism Have a Future?]. Moscow: Izd-vo Instituta Gaidara.
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V.V. Popov: “...we are talking about the
largest watershed in the history of the 21st
century - about the confrontation between the
Russian (sometimes called the Eurasian or
the Orthodox civilization) and the Western
civilizations. The outcome of this conflict situation
largely depends on our success in Ukraine... the
success of our military operation in Ukraine will
inspire most of the world community to boldly
defend theirindependence, the right to determine
their own policies and destiny”".

I. Wallerstein: “Capitalism is a system, and ...
all systems have lives; they are never eternal...
The question before the world today is not in
what way governments can reform the capitalist
system... The question therefore has become what
will replace this system”™.

It is difficult to disagree with these points of
view. However, in our opinion, the roots of today’s
tense global situation lie, among other things, in the
specifics of the history of modern Russia, in its
progressive development since 2000, when Vladimir
Putin assumed office as President.

In fact, this whole story (from 2000 to the
present) is proof that “the largest geopolitical
catastrophe of the 20th century”'* — the collapse of
the Soviet Union that was purposefully planned by
the Americans (as many experts like A. Fursov,
K. Semin, etc., point out) and that drew a line under
the results of the Cold War of 1946—1991, despite

Excerpt from areport of CIA Director W. Casey
to the U.S.President R. Reagan (1981): “Now the
situation is favorable for dealing a serious blow
to the Soviets, for plunging their economy into
complete chaos, and then taking control over and
influence the further development of events in
society and the state... we have a historic chance -
and we must not miss it”".

A. Fursov: “Gorbachev’s surrender, in fact, the
surrender of the socialist camp and the USSR,
which took place on December 2-3, 1989 in Malta,
is the final act of arather long process of interaction
between part of the Western and part of the
Soviet elite”".

K. Semin: “...one of the most important factors
that determined the destruction of the Soviet
Union, and we refer to this factor constantly when
discussing the reasons, is the successful sabotage
and psychological war of our main enemy, aimed
against the Soviet Union”®.

the magnitude of its implications for Russia, did not
turn out to be an irreversible process.

And, of course, this process (Russia’s return to
the global geo-political arena, the restoration of the
national identity that was seemingly lost in the
1990s) is directly related to the personality and role
of Russian President Vladimir Putin, who even at
the time of his first inauguration said that he was
taking on “a huge responsibility”, because “in Russia
the head of state has always been and will always be
the person who is responsible for everything in the
country...”7,

' Popov V.V. Confrontation of Russian and Western civilizations. Russian International Affairs Council. Available at: https://

russiancouncil.ru/analytics-and-comments/columns/riacdigest/protivostoyanie-rossiyskoy-i-zapadnoy-tsivilizatsiy/?sphrase
id=90100562 (V.V. Popov — Ambassador Extraordinary and Plenipotentiary of Russia, Candidate of Sciences (History), analyst at
the Institute for International Studies and the Center for Middle Eastern Studies of MGIMO University, member of the RIAC).

12 Wallerstein 1., Collins R., Mann M., Derluguian G., Calhoun C. (2015). Est’ li budushchee u kapitalizma ? [ Does Capitalism
Have a Future?]. Moscow: Izd-vo Instituta Gaidara.

13 Address of the President of the Russian Federation, April 25, 2005. Official website of the RF President. Available at: http://
www.kremlin.ru/acts/bank/36354

14 Shironin V.S. KGB — TsRU. Sekretnye pruzhiny perestroiki [KGB — CIA. The Secret Springs of Perestroika]. Moscow:
Yaguar, 1997. Available at: https://booksonline.com.ua/view.php?book=32756&page=21

V.S. Shironin (1939—2001) — one-star general, head of a KGB analytical center, deputy head of Soviet counterintelligence,
senior consultant to the heads of the state security department.

15 The lot of those who have no ideology is a beggars’ banquet on the sidelines of History. Official website of A. Fursov.
December 2, 2014. Available at: http://andreyfursov.ru/news/udel_tekh u_kogo net ideologii piknik na obochine
istorii/2014-12-02-384

16 The causes of the collapse of the USSR. K. Semin and E. Spitsyn. March 17. 2017. Available at: https://aftershock.
news/?q=node/499037 &full

17 Vladimir Putin’s inaugural speech on May 7, 2000. Available at: https://www.mn.ru/blogs/blog_reference/80928
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In the following decades, the President
repeatedly confirmed the fact that he was personally
responsible for the state of affairs in Russia and for
the life of the country as a whole. This idea is not
only expressed in his public speeches!®, but it is
also contained in the key strategic documents on
national development'. In fact, he built the entire
system of public administration in such a way that a
particular person is the main “arbiter” in it”?,

At the same time, Vladimir Putin personally
enjoys the highest level of people’s trust compared
to all major state and non-governmental institutions
(Figure), and this trust did not arise from nowhere,
but is rather a reflection of public support for his
work and the strategic guidelines for Russia’s
development that he expresses.

In general, over the period from 2000 to 2022,
the level of people’s trust in any of the main
governmental and non-governmental institutions

in the country has not decreased, and most of them
(13 out of 21) have witnessed a noticeable increase
in this kind of trust (5 p.p. or more; Tab. I). This
clearly characterizes the attitude of people toward
the entire system of public administration created by
the President. Therefore, we can say that the whole
history of the development of Russia under Vladimir
Putin is the history of realization of his vision of the
country’s future, the vision supported by society, the
vision which he outlined in his first program article
“Russia at the turn of the Millennium” (1999):
a state based on three pillars: “the Russian idea.
A strong state. An efficient economy”?'.

The path that the President embarked on in
2000 was originally designed for a long period, and
the perseverance that the head of state has shown in
achieving his goals over the years, in a sense, testifies
to the passionate nature of his personality. Passion,
as the author of this theory L. Gumilyov wrote, is

Dynamics of the level of trust in the RF President (% of respondents)

Average annual data*
70 ~ 1 1
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1 1
0 ! : : : :
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* Average annual data for the presidential terms: 2000-2003 — Vladimir Putin’s first presidency; 2004-2007 — Vladimir
Putin’s second presidency; 2008-2011 — Dmitry Medvedev’s presidency; 2012-2017 — Vladimir Putin’s third presidency.

** Data as of April 2022.
Source: VolRC RAS public opinion monitoring.

18 See, for example: Vladimir Putin’s big press conference on December 18, 2014. Official website of the RF President.
Available at: http://www.kremlin.ru/events/president/news/47250
19 See, for example: National Security Strategy 2015 (Article 108). Official website of the RF President. Available at: http://

kremlin.ru/acts/bank/40391/page/1

2 Putin’s arbitration. Nezavisimaya gazeta. November 17, 2016. Available at: https://www.ng.ru/editorial/2016-11-17/2_6861_

red.html

2l Putin V.V. Russia at the turn of the Millennium. Nezavisimaya gazeta. December 30, 1999. Available at: https://www.ng.ru/

politics/1999-12-30/4 _millenium.html
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Table 1. Dynamics of the level of trust in governmental and no-governmental institutions, % of respondents

Year Average annual data Year I(Ji//n_a;m;c;
Answer option* ——
2000- | 2004- | 2008- | 2012- x 2022 to
2000 2003 2007 2011 2017 2018 | 2019 | 2020 | 2021 | 2022 2000
Church 42.3 42.6 443 47.8 44.7 50.0 | 46.5 | 455 | 46.6 47.5 +5
Prosecutor’s Office 30.9 28.9 31.9 36.8 39.5 471 | 436 | 43.1 | 446 47.3 +16
RF Government 42.7 39.3 39.3 51.7 455 473 | 41.0 | 41.0 | 4041 452 +3
Court 31.6 30.9 33.9 37.4 39.1 453 | 394 | 38.1 | 421 447 +13
Federal Security Service 34.2 32.6 33.4 37.5 38.5 452 | 41.0 | 42.7 | 43.9 443 +10
Police 27.2 26.0 27.0 33.6 37.2 444 | 407 | 41.6 | 43.9 443 +17
Army 37.0 33.8 27.8 35.0 39.6 472 | 408 | 38.5 | 43.0 435 +7
Oblast Administration 31.3 28.6 35.3 40.3 36.6 354 | 335 | 342 | 35.6 37.5 +6
Local self-government o M0 1 995 | 359 | 329 | 344 | 316 | 303 | 323 | 354 +6
data data
N o no no no no no
Scientific organizations data data data data data 328 | 303 | 30.3 | 36.1 34.8 +2
Federation Council 28.3 27.9 31.7 39.3 37.4 374 | 322 | 31.9 | 30.3 33.4 +5
State Duma 23.0 22.5 27.6 35.3 33.1 338 | 286 | 27.7 | 29.0 32.5 +10
RF Civic Chamber no | no MO\ 973 | 312 | 310 | 274 | 27.8 | 283 | 315 +4
data data data
Media 30.2 29.1 29.1 30.5 28.0 29.8 | 26.7 | 269 | 29.5 30.7 +1
Civic Chamber of the no no no
Vologda Oblast data data data 25.3 281 283 | 256 | 259 | 27.6 30.2 +5
Trade unions 28.4 26.0 27.6 31.0 27.4 333 | 297 | 284 | 31.8 29.9 +2
Non-governmental no | N0 | yyy | 975 | 255 | 284 | 249 | 247 | 285 | 286 +18
organizations data data
Directors, CEOs 19.6 20.1 23.8 24.5 23.0 251 | 205 | 212 | 244 23.9 +4
Banking and 124 | 139 | 205 | 222 | 194 | 207 | 176 | 189 | 228 | 225 +10
entrepreneurial circles
Political parties, 204 | 129 | 172 | 231 | 195 | 223 | 197 | 187 | 200 | 204 0
movements
* Answer options “RF Civic Chamber” and “Civic Chamber of the Vologda Oblast” were included in the list in 2010, answer options “Non-
governmental organizations” and “Local self-government” — in 2006, answer option “Scientific organizations” — in 2018.
**Data as of April 2022.
Source: VoIRC RAS public opinion monitoring. Ranked according to the data as of 2022.

“the driving force... of history”, and passionarity, as
a personality trait, is “the ability to endure overstrain
in order to achieve a set goal”.

Each step along this path was implemented
consistently and methodically, taking into account

“Passionarity is the ability to endure overstrain
in order to achieve a set goal; an irresistible inner
desire (conscious or more often unconscious) for
activities aimed at achieving the goal... This
goal seems to be more valuable to a passionate
individual than even their own life...”

the external political conditions and the internal
condition of Russian society and the state. For
example, Vladimir Putin’s speech at the Munich
Conference in 2007 did not happen “all of a
sudden”, but precisely when Russia gained sufficient
strength to publicly express and, if necessary, defend
its position in the international arena, that is,
after the economic recovery of 2004—2007 (7ab. 2);
after the Presidential administration formulated
the idea of “sovereign democracy” as “our
Russian model”, opposed to the Western model of
“managed democracy”?; after the strengthening of

22 Gumilyov L.N. (2001). Etnogenez i biosfera Zemli [Ethnogenesis and the Biosphere of the Earth]. Moscow. P. 269.
2 We are building a sovereign democracy. Rossiyskaya gazeta. June 29, 2006. Available at: https://rg.ru/2006/06/29/kreml.

html
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Table 2. Average annual growth rates of the main socio-economic indicators
(cost indicators in comparable prices), % to the previous year

Indicator 1991- 1996- 2001- 2006-
1995 2000 2005 2008

Average annual number of people employed in the economy -2.7 -0.5 0.7 0.8
Actual final consumption of households 0.1 8.7 10.5
People’s real monetary incomes -8.0 -2.1 11.6 10.2
Real accrued wages -18.2 -3.8 12.6 14.3
Real size of the assigned pensions (1993-2001- including compensation) -12.5 -5.4 11.3 9.1
Gross domestic product 1.6 6.2 71
Final consumption costs no data 0.5 7.6 9.6
Fixed assets in the economy 1.2 0.0 1.3 3.0
Commissioning of fixed assets -20.5 -1.5 12.3 12.0
Industrial production* -13.0 1.0 56 4.9
Agricultural products -1.7 -1.3 3.1 59
Commissioning of the total area of residential buildings -12.1 -8.2 7.0 15.3
Retail trade turnover -1.8 1.0 11.0 14.5
Investments in fixed assets -22.1 -8.6 9.2 17.4
Foreign trade turnover no data -1.1 19.8 27.4
* The data are given according to the production index calculated by types of economic activity “Mining”, “Manufacturing”, “Production
and distribution of electricity, gas and water”. Adjusted for informal activity.
Source: Average annual growth rates of the main socio-economic indicators. Russian Statistical Yearbook — 2009. Rosstat. Available at:
https://gks.ru/bgd/regl/b09_13/IssWWW.exe/Stg/htmI1/01-03.htm

civil society in the country (in particular through the
establishment of the Civic Chamber of the Russian
Federation in 2005 and the subsequent process of
organizing its representative offices in all regions of
the country).

During his second presidential term (2004—
2007) Vladimir Putin, even despite the opinion of
the majority of Russians who would like to see him
as head of state in 2008 (according to sociological
surveys, this point of view was shared by 60% of
Russia’s population?®*), did not initiate amendments
to the Constitution of the Russian Federation, thus
proving himself as a person who respects and is
not going to violate the legislation in force in the
country.

The period from 2008 to 2011, when Dmitry
Medvedev was the head of state (a man who, as

experts note, “did not like to take responsibility for
difficult decisions ..., did not play a strategic role
in the government system”, “whose period of
prime ministership witnessed the longest drop
in household incomes”?); when the country was
going through the global financial crisis of 2008
and when the Collective West managed to organize
mass protests in Bolotnaya Square by means of
the “fifth column” (in fact, the same trial that the
Ukrainian statehood could not withstand and which
was later “tested” on the territories of Belarus and
Kazakhstan), was perhaps the most “vulnerable”
for the country. However, after the Russian society
supported Vladimir Putin in the presidential
election on March 4, 2012%, there began the second
stage of Russia’s movement toward achieving
national sovereignty.

24 According to a Romir Monitoring survey conducted in 2005, 65% of Russians said that they cannot name any worthy
candidate for the post of President of the Russian Federation in 2008; 28% of Russians supported the idea of changing the
Constitution of the Russian Federation so that Vladimir Putin could run for president for a third term (source: Russians want to
see Vladimir Putin as President in 2008. RBK. May 8, 2005. Available at: https://www.rbc.ru/politics/08/09/2005/5703bb289a7

947afa08c8771)

¥ Dmitry Medvedev’s time: Indecision, dependence, stabilization. Vedomosti. January 16, 2020. Available at: https://www.
vedomosti.ru/society/articles/2020/01/16/820713-vremya-medvedeva
2% Sixty four percent (45.6 million people) voted for Vladimir Putin in the 2012 presidential election.
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During this period, under the personal control of
the head of state (which was proclaimed in the 2015
National Security Strategy?’) an active process of
rebuilding the Russian army has begun; as a result,
“a real breakthrough has been achieved in the field
of creating new weapons, pioneering developments
that no one in the world has... a serious breakthrough
that provides Russia with security and does not allow
it to be drawn into an arms race”?.

The real “fruits” of this breakthrough, allowing
Russia “to have a defense capability that would
guarantee its security in the long term”?, were
demonstrated by the President during his Address
to the Federal Assembly of the Russian Federation
in 2018.

“During all these years since the unilateral
U.S.withdrawal from the ABM Treaty [December
13, 2001], we have been working intensively on
advanced equipment and arms, which allowed us
to make a breakthrough in developing new models
of strategic weapons.

Thus, over the past decades, there was an ongoing
process of forming the Russian armed forces: a
modern army with advanced weapons and real combat
experience®, the army capable, if necessary, of
ensuring protection of Russia’s sovereignty.

Another key condition for the implementation
of national development benchmarks outlined by
Vladimir Putin in 1999 was to prepare the Russian

society to the possibility (which has become reality)
of escalation of the conflict with the Collective
West. To this end, the President continued to take
concrete steps aimed at strengthening traditional
moral values, civil society and national identity.

On May 6, 2011, at an interregional conference
of the United Russia party, Vladimir Putin
put forward an initiative to create the All-Russian
People’s Front (ONF), a “broad social move-
ment”3?, through which, among other things, “the
United Russia party was renewed”3*. June 11—12,
2013, the founding congress of the ONF was held,
at which Vladimir Putin was elected leader of the
ONE

In 2013, delivering his peech at the international
Valdai Forum, the RF President made “the first
large-scale attempt to formulate a new political
ideology for Russia after the collapse of the Soviet
Union, as well as to critically consider the issue of
values that should form the basis of a new Russian
identity, the Eurasian world and international
relations”3*. At the same time, as experts noted,
Vladimir Putin himself acted as a “critic of the
entire modern model of the development of Western
civilization”%,

Insert I contains excerpts from Vladimir Putin’s
Valdai speech. We consider this extremely
important, because what the President talked about
in 2013, that is, almost 10 years ago, against the
background of the events taking place in 2022, has
not lost its relevance, but, on the contrary, gained it.

27 Article 108. “The state policy of the Russian Federation in the field of national security is implemented through coordinated
actions of all elements of the system of its provision under the leadership of the President of the Russian Federation and with the
coordinating role of the Security Council of the Russian Federation”.

28 Opinion of political scientist V. Shapovalov. Available at: https://news.rambler.ru/other/44139899-glavnye-resheniya-

putina-za-chetvertyy-prezidentskiy-srok/

2 Address of the President to the Federal Assembly of the Russian Federation, March 1, 2018. Official website of the RF
President. Available at: http://www.kremlin.ru/events/president/news/56957

3 Ibidem.

31 Since 2015, at the official request of Syrian President Bashar al-Assad, the Russian armed forces have been participating
in military operations on the territory of the Syrian Arab Republic on the side of government troops.
3 Vladimir Putin’s speech at the founding congress of the ONF on June 12, 2011. Official website of the RF President.

Available at: http://kremlin.ru/events/president/news/18328

3 Transcript of Vladimir Putin’s speech at the United Russia Congress. Rossiyskaya gazeta. September 24, 2011. Available

at: https://rg.ru/2011/09/24/putin-stenogramma.html

3 Makhmudov R. Valdai speech of Vladimir Putin: Critical analysis. Informatsionnyi portal. Available at: http://www.12news.

uz/news/2013/09/30/Banmaiickas-pedb-BIaguMupa-myTuHa/

3 Akopov P.E. Valdai after Munich. Vzglyad. September 20, 2013. Available at: http://vz.ru/politics/2013/9/20/651345.html
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One of the key steps taken by the head of state
to strengthen the national identity of Russian
society was the accession of Crimea and Sevastopol
to the Russian Federation, which occurred after the
residents of these territories had rejected the results
of a coup d’etat taking place in Kiev in February
2014 and held an all-Crimean referendum (March
16, 2014), in which 96.77% of Crimean citizens (1.2
million people) and 95.6% of Sevastopol residents
(262 thousand people) had spoken in favor of
reunification with Russia®.

“The President’s foreign policy position,
reunification with Crimea, attitude toward the
situation in Donbass, categorical rejection of any
revolutionary scenarios of a change of power within
the country have formed a new social organism,
which today is commonly called “the Crimean
Consensus” or “the Putin Consensus”. The unity
of this consensus is constantly being strengthened
as a result of public reflection and an expanded
understanding of the essence of the geopolitical
and historical situation”.

Political scientist D.E. Kulikov notes that the
Crimean Spring of 2014 formed a “new social
organism in Russia... the Crimean or the Putin
Consensus”, actually dividing the socio-political
life of the country into “before” and “after”.

The further viability and development of this
consensus largely depended on the ability of the
head of state to continue the line of nation-

oriented development of the country, that is,
on the possibility of prolonging the term of his
presidential powers that were to end (according
to the Constitution of the Russian Federation)
in 2024. Therefore, the next important step of
the President was to initiate amendments to the
Constitution of the Russian Federation, which he
announced in his Address to the Federal Assembly
on January 15, 2020.

Socially and patriotically oriented amendments
to the RF Constitution actually “constitutionalized
the welfare state”*® in Russia and also contributed to
the strengthening of the state structure, in particular
by introducing a new concept of “public power” and
“zeroing out” Vladimir Putin’s presidential terms.
This legally gives him an opportunity to run for the
president two more times, that is, potentially to lead
the country until 2036.

It is important to note that according to the
results of the all-Russian vote on amendments to
the RF Constitution (June 25 — July 1, 2020), the
President’s initiative was supported by the
overwhelming majority of voters (78%, or almost
58 million people), which is even more than
the support Vladimir Putin gained at the 2018
presidential election (77% or 56 million people).

In order to strengthen the internal, spiritual and
moral state of the Russian society, the President
adopted many important decisions:

v intensifying the work to eliminate the possi-
bility of the “fifth column’s” de-stabilizing the po-
litical and social situation in the country”;

% The history of the reunification of Crimea with Russia. TASS. March 15, 2019. https://tass.ru/info/6222164?utm_
source=yandex.ru&utm_medium=organic&utm_campaign=yandex.ru&utm_referrer=yandex.ru
37 Kulikov D.E. Crimean consensus: Political meaning and significance. RIA-novosti. March 24, 2015. Available at: https://

ria.ru/20150324/1054181774.html

3% Skorobogatyi P. Putin is creating a “deep state” in Russia (materials of an interview with A. Zudin, political scientist,
lecturer at MGIMO University). Ekspert, 2020, March 23, no. 13, p. 44.
% In particular, in 2021, all the headquarters of Alexei Navalny* were included in the “List of organizations for which there

is information about their involvement in extremist activities or terrorism”, and almost a year later the President signed Federal
Law 157-FZ dated June 4, 2021 “On amendments to Article 4 of the Federal Law “On basic guarantees of electoral rights and
the right to participate in a referendum of citizens of the Russian Federation” and Article 4 of the Federal Law “On elections of
deputies of the State Duma of the Federal Assembly of the Russian Federation”, according to which their activities (and on the
grounds that do not contradict Russian legislation) was actually terminated.

* The activities of A. Navalny’s headquarters are recognized as extremist and banned in the territory of the Russian Federation.
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v’ revising the 2021 National Security Strategy
(experts noted that “for the first time, the system of
national values or moral and spiritual values was
prominently marked in it”4);

v" December 2021, a draft presidential decree
“On the approval of the foundations of state policy
for the preservation and strengthening of traditional
Russian spiritual and moral values” was developed;
it is “an inter-sectoral strategic planning document
in the field of national security of the Russian
Federation, defining a system of goals, objectives
and tools for the implementation of the strategic
national priority “Protection of traditional Russian
spiritual and moral values, culture and historical
memory” in the part relating to the protection of
traditional Russian spiritual and moral values™*'.

All these consistent decisions and initiatives
coming directly from the President have “slowly but
surely” prompted public consciousness to realize that
“Russia will never become part of the Western
world, because we are the religious and civilizational
antipode of the Anglo-Saxon unity”*>. And this, in
our opinion, was an important task implemented by
the President to strengthen Russian statehood and
achieve full national sovereignty.

Thus, we see that Vladimir Putin’s actions to
achieve the national development benchmarks he
outlined in 1999 were systematic and consistent.
Importantly, throughout this period, the Russian

society supported the President: it is evidenced
not only by the results of the presidential and
parliamentary elections held during this period (as
well as the all-Russian vote on amendments to the
Constitution), but also by regular public opinion
polls (Insert 2).

Russia’s gradual movement toward achieving
full national sovereignty, the strengthening of its
geopolitical status and role in the international
space could in no way suit the Collective West
represented by the United States and NATO
members®. Therefore, they have intensified
systematic work to curb the development of our
country. In fact, in this way a hybrid war against
Russia was unleashed, which some experts named
“Cold War 2.0”.

The preface to the 2015 U.S. National Military
Strategy* states that the main threats to the U.S.
are “revisionist states that are challenging
international norms” and violent extremist
organizations. The countries of concern to the
U.S. military leadership, according to the strategy,
include Russia, China, Iran and North Korea®.

The 2018 U.S. National Defense Strategy names
four countries as the main violators of world peace
and threats to American security: China, Russia,
North Korea and Iran“®.

4 Opinion of A. Podberezkin, director of the Center for Military and Political Studies at MGIMO University (source: Experts
assessed the changes in the national security strategy signed by Putin. RBK. July 3, 2021. Available at: https://www.rbc.ru/politi

¢s/03/07/2021/60e0alc79a7947a36edadc3d

4 Fundamentals of state policy for the preservation and strengthening of traditional Russian spiritual and moral values. Digital
platform “Strategiya 24”. February 9, 2022. Available at: https://strategy24.ru/rf/culture/projects/osnovy-gosudarstvennoy-
politiki-po-sokhraneniyu-i-ukrepleniyu-traditsionnykh-rossiyskikh-dukhovnonravstvennykh-tsennostey

4 QOdintsov A.V. 30 years of reforms: How capitalism is destroying Russia. Sulakshin Center. December 25, 2020. Available
at: https://rusrand.ru/analytics/30-let-reform-kak-kapitalizm-unichtojaet-rossiyu

# Currently, NATO consists of 30 countries: USA, UK, Germany, France, Italy, Spain, Canada, Belgium, Denmark,
Iceland, Norway, the Netherlands, Luxembourg, Portugal, Greece, Turkey, Hungary, Poland, Czech Republic, Bulgaria, Latvia,
Lithuania, Romania, Slovakia, Slovenia, Estonia, Albania, Croatia, Montenegro, North Macedonia (source: official website of
NATO. Available at: https://www.nato.int/cps/ru/natohq/topics_52044.htm)

# The National Military Strategy of the United States of America 2015. URL: http://www.jcs.mil/Portals/36/Documents/

Publications/2015_National _Military Strategy.pdf

# The United States included Russia in the top five threats to national security. RBK. January 19, 2018. Available at: https://

www.rbc.ru/politics/19/01/2018/5a61ccc09a7947061eb2ed36

% National Defense Strategy Will Enhance Deterrence. U.S. Department of Defense. January 19, 2018. Available at: https://
www.defense.gov/News/Article/Article/1419045/dod-official-national-defense-strategy-will-rebuild-dominance-enhance-

deterrence/
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The set of measures within the framework of the
U.S. foreign policy aimed at curbing Russia’s
development is openly specified in official U.S.
strategic documents (in particular, the 2015 U.S.
National Military Strategy and the 2018 U.S.
National Defense Strategy) and is quite wide and
diverse.

It included tactical (dictated by the current geo-
political situation and the internal political situation
in our country) and strategic (designed for a long-
term perspective) measures of influence, and not
only political, but also economic, informational,
military... According to Russian experts, “China
will remain an economic rival, Russia — an enemy”
to the United States*’. “At the same time ... the
ideological confrontation with our country is very
important to Washington. Russia has become the
very “other” state that American propaganda endows
with the most negative features. As for China, it
represents a serious competitor in the economic
sphere, but China is too far away for political
opposition and is poorly known to Americans”*.

In fact, the “Ukraine” project and what we see
today in the global political arena is part of the plan
of the Collective West to “eliminate Russia as a real
and potential subject of strategic action and turn our
country into a political object, a tool for the ruling
elites of the West”*. On the territory of Ukraine
purposefully, through the education system filled
with NATO textbooks that distort the truth and
form anti-Russian sentiments®, for many years, a

whole generation of people has been brought up
who not only disown everything Russian, but hate
it fiercely and aggressively.

This, of course, is not the whole generation and
not even the majority of Ukrainians, but an
ideologically, politically and financially “processed”
group that turned out to be sufficiently numerous
and powerful to carry out a coup in 2014 with the
support of the Collective West and subsequently
seize power, continuing to eliminate (in every sense
of the word) any dissent, including among the
peaceful citizens of their own people.

Thus, an “anti-Russia” state was being created
(and has actually been created) on the territory of
Ukraine; this state is (as the RF President noted)
placed “completely under full external control” of
the United States and its allies (Inserts 3, 4). Sooner
or later this project would have been launched, and
it happened after the possibilities of a diplomatic
settlement of strained relations between Russia and
the United States were actually exhausted, as shown
by the results of negotiations to ensure legal security
guarantees by the United States and NATO.

In his addresses on February 21 and 24, Russian
President Vladimir Putin explained the essence of
the current political situation to Russians and the
whole world in a logical and convincing way,
noting: “If we look at the sequence of events and
the incoming reports, the showdown between Russia
and these forces cannot be avoided. It is only a matter
of time”5!,

47 Opinion of national security specialist Professor D. Yonchev (source: U.S.election results: Russia is an enemy, China is
a rival, Europe is a competitor. Information Site Inosmi.info. November 7, 2020. Available at: http://www.inosmi.info/itogi-
vyborov-v-ssha-rossiya--vrag-kitay--sopernik-evropa--konkurent-bnr.html)

# Polonsky I. Who is the main enemy of the United States: China or Russia? Voennoe obozrenie. October 11, 2018. Available
at: https://topwar.ru/148186-kto-glavnyj-vrag-ssha-kitaj-ili-rossija.html

# Ovchinskii V., Larina E. Cold War 2.0. Izborskii Klub. November 11, 2014. Available at: https://izborsk-club.ru/4224

% Nikita Mikhalkov’s program “Besogon”. Episode 203 “Where is it all coming from?”. Official website “Besogon TV”.

Available at: https://besogontv.ru/videos/otkuda-rastut-nogi/

31 Address of the President of the Russian Federation to the citizens of Russia on February 24, 2022. Official website of the
RF President. Available at: http://www.kremlin.ru/events/president/news/67843
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Thus, the open, acute, armed phase of the global
confrontation between Russia and the Collective
West, which began in February 2022, was caused not
only by such historical processes as the growing
crisis of capitalism, the transition from a unipolar
to a multipolar model of the world order and the
centuries-old “mental” confrontation between
Russian and English-Saxon civilizations, but also the
natural logic of restoring Russia’s sovereign status in
the international political arena.

All these reasons, in fact, are interrelated and
complement each other. February 2022, on the
territory of Ukraine, they converged at one point, at
one time and in one place, launching a large-scale
process of global change for the whole world and for
each country individually.

“February 2022 put an end to this scenario [the
scenario of the Great Reset by K. Schwab]:
globalization is over, postmodernism is over, time
has resumed its pace, history has begun again.
We can also say this: on February 24, 2022, Russia
began fighting for its future, for its place in the 21st
century and for its vision of the future of the 21st
century. And this future is very different from how
Schwab, Soros and the U.S. Democratic Party see
it. That is why Russia is being watched so closely
all over the world, which is by no means limited to
the West and its media, which are in the hands of
a handful of international oligarchs. Russia returns
the future to the world. This is the main essence
of what is happening today”=.

Inevitably, the international processes that
began after February 24, 2022, lead to irreversible
changes within our country. This is especially
important in the context of deep internal
contradictions and “stagnant” problems, which
largely arose as a result of the activities of the
“fifth” and, especially, the “sixth” columns, which
continued to exist throughout the post-Soviet
period.

Until now, according to experts, “we have
measured our success on a different scale, on the
scale of profitability of the business. It was believed
that if it is profitable for business, then it is profitable
for the country”*. However, now the situation
is such that all these aspects will depend on how
“independent of foreign influence” they are: “The
time has come when we have to start creating
everything for ourselves to the maximum”>*. Trust
between the authorities, society and business is
becoming “a necessary condition that can ensure
the successful solution of the most complex
problems that public administration bodies have
to address, first of all, in the field of economics”>>.

March 16, 2022, Vladimir Putin said that
Russia had launched a process of “natural and
necessary self-detoxification of society”, which
“would strengthen our country, our solidarity
and cohesion and our readiness to respond
to any challenge”’. Many representatives of
cultural and business elites, who do not see the
opportunity to link their personal lives with that
of Russia, have left the country®’. Conditions are

2 Mozhegov V. Russia’s special operation put an end to the end of history. Vzglyad. April 15, 2022. Available at: https://vz.ru/

opinions/2022/4/15/1153019.html

33 Vedeneeva N. Scientists announced scientific mobilization: RAS President spoke about countering the sanctions (an
interview with the President of the Russian Academy of Sciences A. Sergeev). Moskovskii komsomolets. March 20, 2022.

* Ibidem.

53 Kavetskii A. Trust is a product of reputation. Is it possible to renew the interaction between the government and society?
Nezavisimaya gazeta. March 24, 2022. Available at: https://www.ng.ru/ideas/2022-03-23/7_8398_reputation.html

¢ Vladimir Putin’s speech at the meeting on measures of socio-economic support for regions, March 16, 2022. Official
website of the RF President. Available at: http://www.kremlin.ru/events/president/news/67996

7 Among them: businesspeople and entrepreneurs (M. Fridman, A. Panov, M. Prokhorov), politicians (A. Chubais,
A. Dvorkovich), celebrities (I. Urgant, Ch. Khamatova, A. Pugacheva, M. Galkin, R. Litvinova, T. Bekmambetov), media
representatives (L. Gildeeva, G. Pyanykh, T. Lazareva, A. Vasilyev), etc.
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being created for the forced and mobilization-
related reformatting of the basic principles of
public administration, including management of
the economy, social development, the education
system and upbringing of new generations of
Russians, culture, etc., that is, for what has often
been declared over the past 20 years, but has not
been actually implemented.

“There are good opportunities for our
counteroffensive in the global hybrid war... The
Western world today is on the verge of a
catastrophe, which it has come close to because
of the suicidal anti-Russian sanctions for Europe
and the war unleashed by British and American
special services in Ukraine. We just need to stand
our ground...

If we take advantage of the positive results of
the American aggression for Russia, then instead
of Washington’s planned drop in economic activity
by 10% of GDP this year, we can get 10% of its
growth. But to do this, it is necessary to rebuild
the entire system that manages the development
of the Russian economy based on the principles
of the new world economic order. In particular,
monetary policy should become part of strategic
planning; the banking system should work on
investing in achieving the goals of socio-economic

development planned by the state”.

However, in order to take advantage of these
conditions, today, as S.Yu Glazyev notes, “we need
to stand our ground”. First of all, it is Russia that has
to stand its ground, and, together with Russia, all the
states that share the idea of a multipolar world as the
inevitable future of world civilization.

We are talking, apparently, about years, and this
is a relatively short time for history and for the
potential fundamental changes that the current
situation may lead to. But this is quite a significant
period for a specific country and specific people.

According to experts, the very beginning of the
special operation, its economic and social
implications “seemed to paralyze society”>’; “today
many people in Russia are confused”®’. However,
despite this, the level of support for the head
of state and for his decision to launch a special
military operation, is growing in Russian society.
Thus, according to VCIOM, for the period from
February to April 2022, the level of approval
of the RF President’s activities has increased
by 14 p.p. (from 65 to 79%); according to
Levada-Center* (for the period from February
to March 2022) — by 12 p.p. (from 71 to 83%;
Insert 5). The share of Russians supporting the
President’s decision to launch a special operation,
from February 25 to March 24, according to
VCIOM, increased by 11 p.p. (from 65 to 76%);
according to the Public Opinion Foundation
(from February 27 to March 20) — by 8 p.p.
(from 65 to 73%; Insert 6).

% Glazyev S.Yu. To win and build a new world economic order. Zavtra. April 15, 2022. Available at: https://zavtra.ru/blogs/

lyubopitnij tekst glaz eva

¥ A divided society has lost the ability to protest. Nezavisimaya gazeta. April 3, 2022. Available at: https://www.ng.ru/

editorial/2022-04-03/2_8407_editorial.html

% Mozhegov V. Russia’s special operation put an end to the end of history. Vzglyad. April 15, 2022. Available at: https://

vz.ru/opinions/2022/4/15/1153019.html
* Included in the list of foreign agents.
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Nevertheless, many experts are concerned about
the “split within the elites, where a special operation
is just an excuse for internal squabbles in the
government apparatus”®', while in the current
conditions, “intra-elite conflicts should go behind
the scenes”®? and “every word of a public person
in power is a weapon more terrible than the Kalibr
cruise missile”®,

We should note that experts’ concerns are not
without reason. Careless statements of Presidential
Aide Vladimir Medinsky, (during the negotiations
in Istanbul®*) and Presidential Press Secretary
Dmitry Peskov (in an interview to the French
channel LCI®), which caused a wide public

from management decision makers at all levels of
public administration. After all, there is always a risk
of “getting carried away” by patriotic populism and
repeating the mistakes of the Soviet management
system, which never found an effective response to
the realization of needs growing from below. There
also exists the risk to repeat the mistakes of the
very recent past, when, on the whole, the correct
and necessary decisions made by the President
ultimately remained unrealized.

However, in any case, today Russia has no other
way but to achieve complete victory. Russian Foreign
Minister Sergey Lavrov noted: “There is a life-and-
death battle for Russia’s right to be on the political

response, the participation of oligarch and business-
man Roman Abramovich in the negotiation process,
and a number of other facts indicate that “too much
depends on the task of “self-purification” of Russian
society” .

Thus, the experts’ concerns are justified and
not without reason. Comprehensive and active
mobilization changes (in the system of public
administration, in the economy, politics, culture)
require powerful ideological support from the state.
Effectiveness and strategic foresight are required

S. Lavrov: “It’s not about Ukraine at all; it’s
about aggression against everything Russian -
interests, religion, culture, language, security and
so on. And now, of course, the reaction of the West
to our actions is so completely frenzied, | would
say, if you’ll pardon the word; it shows that, indeed,
this is a life-and-death battle for Russia’s right to
be on the political map of the world with full
respect for its legitimate interests”®.

1 “He is not a dove of peace”: Political scientists called the attacks on Peskov a “split of the elites” (opinion of K. Kalacheyv,
head of the Political Expert Group. Source: https://rtvi.com/news/on-ne-golubmira-politologi-nazvali-raskolom-elit-napadki-
na-peskova/).

62 Ibidem.

6 Tbidem (an opinion of A. Turchak, First Vice-Speaker of the Federation Council, Secretary of the General Council of the
United Russia party).

¢+ “Tuesday [March 29] Medinsky retold the essence of the negotiations held in Istanbul in such a way that listeners and
viewers concluded: Russia is losing ground. Firstly, it reduces activity in the Kiev and Chernihiv directions, and secondly, it seems
to be going to discuss, and even at the level of the presidents of the two countries, the issues of Crimea and Donbass” (source:
Prikhodko N. Vladimir Medinsky learned a lesson: Crimea remains with Russia. Nezavisimaya gazeta. March 30, 2022. Available
at: https://www.ng.ru/cis/2022-03-30/1_8404 ukraine.html)..

5 “April 6, the presidential press secretary gave an interview to the French news channel LCI. In particular, he spoke about the
withdrawal of the Russian Armed Forces from positions in the north of Ukraine, specifically focusing on the role of Vladimir Putin
in making this decision: “We decided to take such a step as a gesture of goodwill to create favorable conditions for negotiations.
We can make serious decisions during the negotiations, so President Putin has ordered our troops to withdraw from the region.”
Respectfully calling Zelensky “president of Ukraine”, Peskov emphasized: “Through negotiations we want to put an end to the
military operation”... Peskov called fugitive actor Urgant a “great patriot”; he said that the attack on the oil depot in Belgorod
“does not contribute to negotiations”; Peskov calls upon Ukraine to do something and declares that the withdrawal of troops from
Kiev is a gesture of goodwill. Yesterday he said one thing, today he says another. It seems that Peskov always leaves the opportunity
to disavow any previously expressed political position; but what is acceptable in peacetime is now simply disorienting society and
state institutions. If Peskov spoke on his own behalf, who would care. But he speaks on behalf of the top leadership of Russia ...”
(Source: Ivanov A. Is Peskov really press secretary of the Russian President? Zavtra. April 8, 2022. Available at: https://zavtra.
ru/events/a_peskov_tochno_press-sekretar prezidenta rossii)

% Doctor of Sciences (Politics) S. Obukhov. KPRF website. Available at: https://kprf.ru/roscrisis/209510.html

7 Rossiyskaya gazeta. March 10, 2022. Available at: https://rg.ru/2022/03/10/lavrov-rf-vedet-boj-ne-na-zhizn-a-na-smert-
za-mesto-na-politicheskoj-karte.html
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map of the world”. The Rubicon — a line after which
the launched processes become irreversible and lead
to irreversible consequences — has been crossed by
Russia and the whole world.

* sk k

In conclusion, we note that in our ideological
views we have always adhered and continue to
adhere to statist positions. Our brief analysis of
the processes and RF President’s specific decisions

which precede the start of the special operation,
in our opinion, convincingly proves, on the
one hand, the regularity and inevitability of the
global crisis that has arisen, on the other hand
the ability of Russia and the President personally
to overcome such difficulties for the purposes of
national development, converting Western restraint
measures in new opportunities for economic
growth and mechanisms for consolidation of
Russian society.
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Abstract. The first part of this paper demonstrates that a group of seven European countries is signifi-
cantly ahead of other Western states, including the United States, in the development of economic and
political institutions. The Seven are Denmark, Norway, Sweden, Finland, Iceland, Switzerland, and the
Netherlands. They rank first in the life satisfaction index (happiness index) and are leaders in the integral
index of quality of life, civic culture, and institutional effectiveness which is formed by aggregating ten
most important indicators. These include healthy life expectancy at birth, the corruption perception
index, the democracy index, the human development index, the Gini index and a number of others.
When this index is used to cluster the set of developed countries, the Seven appears to be the leading
cluster. This result suggests that the achievement of high values of the proposed index contributes to
the country’s advancement to the leading positions in life satisfaction. An analysis of the dynamics of
institutional indicators showed that the U.S. lagging behind the Seven has been increasing over time.
In recent years, the U.S. has been among the flawed democracies, the levels of generalized trust of U.S.
citizens as well as trust in political institutions and in the government are decreasing, the U.S. advantages
in terms of global competitiveness and per capita GDP are diminishing. The second part of the paper will
consider what qualitative features of socio-economic and political mechanisms provide leadership, and
how our findings can be used to develop catch-up strategies.
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Competition, Collaboration, and Life Satisfaction. Part 1. The Seven of European Leaders

Introduction

Western political systems and the welfare state
mechanisms are in a deep crisis. Many experts
confirm this. For instance, in a book published in
2019, Nobel laureates Abhijit Banerjee and Esther
Duflo note that in many countries “... the public
conversation between the left and the right has
turned more and more into a high-decibel slanging
match. ... In the United States ... split-ticket voting
is at its lowest on record. Sixty-one percent of
Democrats say they view Republicans as racists,
sexists, or bigots. ... A third of all Americans would
be disappointed if a close family member married
someone from the other side.” “There is a clear
feeling that civilization..., based on democracy and

9

debate, is under threat”, “...We seem to be back to
the Dickensian world of Hard Times, with haves
facing off against the increasingly alienated have-
nots, with no resolution in sight” (Banerjee, Duflo,
2019, pp. 1, 2, 3).

The works (Polterovich, 2015; Polterovich,
2018b; Polterovich, 2021a) demonstrate that the
root of the problem lies in the exhaustion of
opportunities and, moreover, degradation of
institutions of political and economic competition.
Having replaced the estate political systems
and the guild economy of the late Middle Ages,
competition between political parties and between
manufacturers allowed a wider stratum of citizens to
participate in the governance process and create an
economy of technological progress. There emerged
an opportunity to increase economic potential
by creating new technology and administration
methods; thus, the role of war as a radical type
of competition between states has dramatically
declined. However, in the course of development,
the inherent flaws in economic and political
competitive mechanisms are becoming more and
more pronounced; first of all, these include high
transaction costs of competitive interactions and
the built-in mechanism providing for a negative
selection of political leaders, as a result of which

32
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the victory in political competition turns out to be
poorly related to managerial abilities of the winner.
In this regard, the mechanisms of competition
and power are being gradually replaced with
mechanisms of collaboration in the economic and
political spheres. However, this transformation is
going on very slowly and it proves unable to prevent
crisis phenomena. The paper (Polterovich, 2021a)
demonstrates that some Western states are trying
to deal with the crisis by implementing reforms
to mitigate competition and enhance the role of
collaboration. In this article, the thesis will be
developed in more detail. Namely, we will show that
seven European countries are leaders in this process
and that the results of the strategy they have chosen
allow to count on overcoming the crisis.

The Seven of European leaders include
Denmark, Norway, Sweden, Finland, Iceland,
Switzerland and the Netherlands. They rank first in
the happiness index, an integral yardstick of the
social, economic and political state of society,
indicating citizens’ life satisfaction. Their leadership
in this and many other cultural and institutional
indicators is primarily due to the fact that they
are significantly ahead of other Western states
in the above-mentioned process of establishing
collaboration mechanisms. In this regard, the
situation for the United States is the opposite. The
country, which until recently demonstrated the
seemingly unshakable advantages of competition
institutions, is now experiencing a crisis in its most
obvious and severe form, gradually losing economic
and institutional leadership.

The Scandinavian countries (Denmark, Norway
and Sweden) have high-quality institutions, a high
level of social security and low inequality; all this
was noted long ago and has provided the grounds
for the emergence of the concept of Scandinavian
exceptionalism. Elaborating on this concept, many
authors have also considered Finland (see, for
example, (Pratt, 2008), which contains references to
earlier works). In modern studies, the term “Nordic

Economic and Social Changes: Facts, Trends, Forecast
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exceptionalism” or “Nordic model” is used more
often, and along with the Scandinavian countries,
not only Finland, but also Iceland is considered
(see, in particular, (Igbal, Todi, 2015; Martela et al.,
2020)). The article (Martela et al., 2020) provides
an overview of relevant studies. It emphasizes the
connection between life satisfaction' and a high
quality of institutions and civic culture.

The paper (Helliwell et al., 2019, p. 23)
highlights factors closely related to the level of
happiness. Along with per capita GDP, the authors
point out indicators such as social support, healthy
life expectancy at birth, freedom to make life
choices, generosity, and perceptions of corruption.
The results of the panel regression of the happiness
index on these six variables demonstrate their
significance and the ability to “explain” a significant
part of the variance. At the same time, however, the
question remains as to whether the Nordic countries
are “first among equals” or indeed “exceptions™.

Comparing the 15 richest countries by a number
of indicators, the authors of the work (Martela
et al., 2020, p. 134) find that the idea of Nordic
exceptionalism is not entirely accurate: the Nether-
lands and Switzerland are very close to the Nordic
states. However, the article does not pay attention
to the two countries.

In the present paper, we use this observation
and investigate the idea of exceptionalism of the
Seven of European leaders. To this end, in the next
section, an integral LCI-10 index will be formed,
reflecting the quality of life, civic culture, and
institutional effectiveness. This index will be used to
cluster developed countries. It will be demonstrated
that the Seven states not only occupy leading
positions in this index, but also form a separate
cluster. A slightly weaker result is obtained when
the number of aggregated indicators is expanded,
although in this case the Seven remains in the
leading positions.

' An overview of alternative approaches to measuring the
level of happiness and the works of Russian authors on this
topic is contained in (Shmatova, Moreyv, 2015).

Economic and Social Changes: Facts, Trends, Forecast
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Life satisfaction: The Seven of European leaders

Since 2012, the annual World Happiness Report
has been published under the auspices of the UN
(see, in particular, (Helliwell et al., 2019, 2020,
2021a)). In these reports, a group of researchers
analyze the results of Gallup polls, in which
respondents from different countries (about 150 in
recent surveys) are asked the following question:
“Please imagine a ladder with steps numbered
from zero at the bottom to 10 at the top. The top of
the ladder represents the best possible life for you
and the bottom of the ladder represents the worst
possible life for you. On which step of the ladder
would you say you personally feel you stand at this
time?”2.

Countries are usually ranked by the average
results of answers over the previous three years (the
average level of happiness varies from 8.9 to 2.6).
With such a ranking the Seven occupied leading
positions in recent years.

The work of Helliwell, Huang, Wang, Norton
(Helliwell et al., 2021b) presents the results of
regressions of the happiness index on six significant
factors, which together explain the variation of the
dependent variable for 149 countries quite well. We
are talking about the following indicators: GDP per
capita in terms of Purchasing Power Parity, healthy
life expectancy at birth, social support, freedom
to make life choices, perceptions of corruption,
and generosity. Social support is measured as the
proportion of respondents who answered in the
affirmative to the Gallup World Poll question
“If you were in trouble, do you have relatives or
friends you can count on to help you whenever you
need them, or not?” This indicator characterizes
social relations of small radius, which may play less
significant role in well-organized systems. Thus,
an individual may need less help from relatives
and friends if official organizations providing such
assistance are available. Perhaps this is the reason

2 See: https://news.gallup.com/poll/122453/understan-
ding-gallup-uses-cantril-scale.aspx
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why, according to the data used by the authors,
Sweden ranked 25th in terms of social support.
A similar disadvantage is typical of the generosity
indicator, which is measured by the results of
responses to the question “Have you donated
money to a charity in the past month?” In addition,
we should note that generosity in these countries is
realized in the form of state aid to poor countries.
It is no coincidence that the Seven does not rank
high according to this indicator: Iceland — 6th,
the Netherlands — 11th, Norway — 23rd, Sweden
— 26th, Switzerland — 27th, Denmark — 34th,
Finland — 91st. Meanwhile, according to the level
of official development assistance as a percentage of
gross national income, five countries of the Seven
are in the top ten, Finland ranks 11th, and Iceland
— 14th’.

The indicator of the freedom to make life
choices, also measured by the Gallup World Poll,
depends on citizens’ ideas about freedom. Otherwise
it is difficult to explain the fact that the United Arab
Emirates turned out ahead of the Seven with the
exception of Norway, and the United States ranked
64th (Martela et al., 2020, p. 135).

In order to demonstrate the “exceptionalism”
of the Seven, we choose a different set of indica-
tors to reflect more comprehensively the quality
of institutions and the level of countries’ develop-
ment. The indicators are as follows: healthy life
expectancy at birth, the corruption perception
index, the democracy index, the human deve-
lopment index, the Gini index, the generalized
trust index, trust in government, government
effectiveness, GDP (PPP) per capita, the rule of law.

Let us compare the Seven with other developed
countries. According to the IMF, there are 40
countries* among them, but only 36 were ranked by
the happiness index. The corresponding list in
ascending order of rank is given in column 2 of
Table 1. Further, we consider that the country’s rank
on the happiness index coincides with its number
on this list. Similarly, countries are rearranged
according to the ten indicators listed above: in each
case, the countries are arranged, according to the
corresponding index, from the top one ranked 1st,
to the bottom one ranked 36th. A special situation
arises if two or more countries were assigned the
same rank during the initial ranking, so that when

Table 1. The Seven of European leaders among developed countries

1 2 3 4 5 6 7 8 9 10 11 12 13
%) f<5) S c o > 1= @ =} E = %J §_ = é s a
s “_: > . o © > [<F) q::J £ = = S o o
g3 £ |ZEz|2%5%| 5% |E5% & |S%|sE|ES5|f:| & |zess
gt 3 SSE|EC2| E2 |58 = | 82| 25| 22 |*%5| S |Sas¢
= D = £ s | = - = > o @ g
£ < £27/8287| 8 g 8|8 |"s|8g 8|z | ¢Sk
1 Finland 19 45 6 115 8 4 4 3 16 1 7.7
2 Denmark 19 1.5 7 10 7 3 7 5 8 5 7.25
3 Switzerland 4 4.5 12 2.5 14 7 1 2 4 6 5.7
4 Iceland 9 17.5 2 45 4 10 14 16 10 9 9.6
5 The Netherlands 14.5 8 9.5 8.5 11 5 5 6 9 11 8.75
6 Norway 145 7 1 1 6 1 2 4 5 2 4.35
7 Sweden 10.5 4.5 3 7 10 2 8 8 13 8 7.4
8 Luxembourg 12 9.5 13 225 20 22 6 7 1 10 12.3
9 New Zealand 27 1.5 4 14.5 21.5 6 10 14 18 3 11.95
3 See: https://www.oecd.org/dac/financing-sustainable-development/development-finance-data/ODA-2020-detailed-
summary.pdf
4 See: https://www.imf.org/en/Publications/WEO/weo-database/2021/October/select-countries?grp=110&sg=All-

countries/Advanced-economies
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End of Table 1
1 2 3 4 5 6 7 8 9 10 11 12 13
o @ = = = > E s 32 = 1= c:% 3A = 3 B
8¢ 3 S§Es|EEE| EB|2s8| =z | 25| 25| 25| S8 2 |5o8¢
£ < 2STIS8ET |87 |TsT| 8|8 |Ts| &8 |5°| 2 |E"&¢
S S © o | 95 | 8 c | = =
10 Austria 225 15.5 16 17 9 16 11 9 11 7 13.50
11 Australia 225 12.5 9.5 8.5 21.5 9 21 12 14 13 14.35
12 Israel 55 28 23.5 19.5 28 27 25 26 25 28 23.55
13 Germany 225 9.5 14 6 12 15 9 20 12 15 13.50
14 Canada 16 12.5 5 16 15 8 13 11 17 12 12.55
15 Irish 17 20 8 2.5 13 13 15 17 3 17 12.55
16 UK 28 12.5 15 13 31 14 28 19 21 18 19.95
17 Czech Republic 30 32 27 26 2 23 29 30 26 27 25.2
18 USA 34 22 21 17 32 12 17 22 6 21 20.4
19 Belgium 26 15.5 30 14.5 5 17 32 25 15 20 20.0
20 France 7.5 21 20 25 16 26 23 23 20 22 20.35
21 Malta 13 34 26 27 - 30 - 28 23 31 26.5
22 Taiwan - 23 11 - - 20 - 15 - 23 18.4
23 Spain 7.5 24 18 24 24 19 26 31 30 32 23.55
24 Italy 10.5 33 25 28.5 23 21 27 36 24 36 26.40
25 Slovenia 25 28 29 21 3 32 19 24 29 26 23.6
26 Singapore 2 45 35 11.5 29 33 3 1 2 4 12.50
27 Slovakia 31 36 34 35 1 31 30 34 33 33 29.8
28 Lithuania 32 28 33 32 30 24 16 27 28 29 27.9
29 Cyprus 55 30 28 31 - 35 - 32 27 34 27.81
30 Estonia 29 17.5 23.5 28.5 17 25 18 21 31 19 22.95
31 Latvia 33 31 32 33 26 29 31 33 34 30 31.2
32 Japan 1 19 17 19.5 25 11 22 13 22 16 16.55
33 Portugal 19 25.5 22 34 19 34 12 29 32 24 25.05
34 South Korea 3 25.5 19 22.5 27 18 20 18 19 25 19.7
35 Greece 225 35 31 30 18 28 24 35 35 35 28.0
36 Hong Kong - 12.5 36 45 - - - 10 7 14 14.0
Sources:

" Data for 2018-2020. Helliwel et al., 2021a, p. 20.

2 Data for 2019. Available at: https://apps.who.int/gho/data/view.main.SDG2016LEXv?lang=en

% Data for 2020. Available at: https://images.transparencycdn.org/images/CP12020_Report_EN_0802-WEB-1_2021-02-08-103053.pdf
4 Data for 2020. Democracy Index 2020. In sickness and in health? (2021). The Economist Intelligence Unit Limited.

% Data for 2019. Available at: http://hdr.undp.org/sites/default/files/hdr2020.pdf, p. 343.

® Data for 2020. Available at: https://data.oecd.org/inequality/income-inequality.htm

New Zealand — for 2018. Available at: https://knoema.com/atlas/New-Zealand/topics/Poverty/Income-Inequality/GINI-index

Singapore — for 2020. Available at: https://www.statista.com/statistics/951976/singapore-gini-coefficient-after-tax/

New Zealand and Singapore were added to the OECD data on 39 countries. 41 countries were ranked.

" Ranked by averaged WVS survey data from the early 1980s to 2009 (Svendsen, Svendsen, 2015, p. 95).

Data on Costa Rica. Available at: https://socialcapitalgateway.org/sites/socialcapitalgateway.org/files/data/paper/2012/09/07/pc.pdf, p.18.
8 QECD data, 2017-2020. Available at: https://data.oecd.org/gga/trust-in-government.htm

On Singapore. Available at: https://www.straitstimes.com/singapore/politics/singaporeans-have-high-level-of-confidence-in-government-
but-politically

Singapore was added to the OECD data on 42 countries. 43 countries were ranked.

9 World Bank data for 2020. Available at: https://www.theglobaleconomy.com/rankings/wb_government_effectiveness/

19 World Bank data for 2020. Available at: https://www.theglobaleconomy.com/rankings/gdp_per_capita_ppp/

The data on Japan were taken as of 2019.

™ Available at: https://www.theglobaleconomy.com/rankings/wb_ruleoflaw/

12 The integral index of quality of life, civic culture and institutional effectiveness; calculated as an average of ten indicators (3-12).
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Table 2. Clustering the set of developed countries, 10 and 12 factors*

1 2 3 4 5 6 7 8 9
Rank Distance to Social Human Integral index Distance to
) . Integral | the “nearest” LCI-12% the “nearest”
according | Happiness . ; support | freedom ) ;
to the index. rank Country index country with index?, index?, (avqrage oflthe ranks: country with
LCI-10 LCI-10 a smaller rank rank 4 with a weight of 10; a smaller
LCI-10 6 and 7) LCI-12
Cluster 1.10 Cluster 1.12
1 6 Norway 4.35 9 55 4.83 -
2 3 Switzerland 5.70 1.35 8 9.5 6.21 1.38
3 2 Denmark 7.25 1.55 4 9.5 717 0.96
4 7 Sweden 7.40 0.15 18 1 7.75 0.12
5 1 Finland 7.70 0.30 11 3.5 7.63 0.46
6 5 The Netherlands 8.75 1.05 19 2 9.04 1.29
7 4 Iceland 9.60 0.85 1 13 9.17 0.13
Cluster 2.10
8 9 New Zealand 11.95 2.35 3 3.5 10.50 1.33
9 8 Luxembourg 12.30 0.35 12 55 11.71 1.21
10 26 Singapore 12.50 0.20 - 36 - -
11-12 14 Canada 12.55 0.05 7 11 11.96 0.25
11-12 15 Ireland 12.55 0.00 2 19 12.21 0.25
13-14 10 Austria 13.50 0.95 15 7.5 13.13 0.92
13-14 13 Germany 13.50 0.00 16 7.5 13.21 0.08
15 36 Hong Kong 14.00 0.50 - 27.5 - -
16 11 Australia 14.35 0.35 6 12 13.46 0.25
Cluster 3.10 Cluster 2.12
17 32 Japan 16.55 2.20 20 27.5 17.75 4.29
18 22 Taiwan 18.40 1.85 - 17 - -
19 34 South Korea 19.70 1.30 31 22 20.83 0.5
20 16 UK 19.95 0.25 5 20 18.71 0.96
21 19 Belgium 20.00 0.05 13 14 18.92 0.21
22 20 France 20.35 0.35 17 29.5 20.83 0.00
23 18 USA 20.40 0.05 14 26 20.33 1.41
Cluster 4.10
24 30 Estonia 22.95 2.55 25 15.5 22.5 1.67
25-26 23 Spain 23.55 0.60 10 29.5 22.92 0.42
25-26 12 Israel 23.55 0.00 24 35 24.54 0.12
27 25 Slovenia 23.60 0.05 22 23 23.42 0.50
28 33 Portugal 25.05 1.45 27 15.5 24.42 1.00
29 17 Czech 25.20 0.15 26 18 24.67 0.13
30 24 Italy 26.40 1.20 23 31 26.50 1.83
31 21 Malta 26.50 0.10 - 24 - -
32 29 Cyprus 27.80 1.30 - 33 - -
33 28 Lithuania 27.90 0.10 28 25 27.67 1.17
34 35 Greece 28.00 0.10 30 34 28.67 1.00
35 27 Slovakia 29.80 1.80 21 32 29.25 0.58
36 31 Latvia 31.20 1.4 29 21 30.17 0.92
* The dash indicates the absence of relevant data on the country.
Sources:

" Social Support Index. Available at: https://data.oecd.org/healthrisk/lack-of-social-support.htm

OECD (2021), Lack of social support (indicator). DOI: 10.1787/0cfbe26f-en (Accessed 07 October 2021).

2 Human Freedom Index 2021. Available at: https://worldpopulationreview.com/country-rankings/freedom-index-by-country

% The integral index of quality of life, civic culture and institutional effectiveness; calculated as an average of twelve indicators: 3—-12
(Tab. 1) and 5, 6 (Tab. 2). Obviously, LCI-12 = [10 LCI-10 + (rank 5) + (rank 6)]/12
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compiling the list each of them can be located in
one of two or more places following each other. In
this case, each country is assigned a rank equal to
the sum of the numbers of the corresponding places
divided by their number. For example, according
to the initial data, Finland, Switzerland, Sweden
and Singapore had the same corruption perception
index and ranked from 3rd to 6th on our list. After
the rearrangement, each of these countries scores
4.5 (see column 4 of Table 1). Columns 3—12 of
Table 1 contain the scores obtained in this way from
the initial data.

We note that the initial ranks depend on the
number of countries that were ranked according
to one or another index. Rearrangement allows us
to get rid of this dependence.

Column 13 of Table 1 shows the average rank
of each country for all ten indicators. We call this
indicator, designated as the LCI-10, the integral
index of quality of life, civic culture and institutional
effectiveness. This index is used to cluster the group
of countries under consideration (7able 2).

The calculation uses the simplest clustering
method — the nearest neighbor method (also called
the single linkage method)’.

We take the modulus of the difference between
the corresponding values of the LCI-10 as a measure
of the distance between countries. We say that a
subset of countries S (which does not coincide
with their entire set and contains at least two
countries) forms a cluster in a weak sense if two
conditions are met: a) S contains all such and only
such countries whose nearest neighbors belong
to S; b). the distance between any two countries
from S is less than at least one of the distances from
these countries to any country not belonging to S.
A subset of S is called a cluster in a strong sense, or
simply a cluster if it is a cluster in a weak sense and
the following condition is met: the distance from
each country within S to its nearest neighbor is less

5 See: http://www.aiportal.ru/articles/autoclassification/
single-link.html
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than the distance from any country within S to any
country outside S.

It can be easily verified that the nearest neighbor
method generates clusters in a strong sense.

In the situation under consideration, the graph
of connections between vertices (countries) can be
represented as a weighted chain where the weights
of the edges are equal to the corresponding
distances.

The vertices of this chain are arranged in
ascending order of LCI-10 values (see columns 1, 3
and 4 of Table 2), and the weights of the edges
connecting them are equal to the differences
between the corresponding values (see column 5
of Table 2). For example, the weight of the first
Norway — Switzerland edge in the chain is 5.70 —
4.35 = 1.35; the weight of the Iceland — New
Zealand edge is defined similarly: 11.95 — 9.60 =
2.35, etc. The distance between any two countries
is equal to the sum of the weights of the edges
connecting them. For example, the distance
between Australia and the UK is calculated using
the data from column 5 as follows: 2.20 + 1.85 +
1.30 + 0.25 = 5.60.

If an LCI-10 value is the same for several
countries, as is the case, for example, for Austria
and Germany, then they are located at the same
vertex, and their order in column 3 is chosen at
random.

Obviously, under the accepted assumptions,
the Seven forms a cluster. In the situation under
consideration, clustering can be conducted by
sequentially removing the edges with the maximum
weight. According to the data in column 5,
the USA — Estonia edge has the maximum weight.
When the edge is removed, our set of countries
splits into two clusters: cluster 4.10 and all other
countries. Then, removing the Iceland — New
Zealand and Australia—Japan edges, we split the
set of developed countries into four clusters. If we
assess the level of development by the values of the
LCI-10, then the Seven turns out to be the leading
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cluster in this regard®. While each country from the
first cluster shows higher life satisfaction than any
country from the other clusters. It is also easy to
check that the average life satisfaction in the second
cluster is higher than in the third, and in the third it
is higher than in the fourth.

The fact that the Seven forms a separate cluster,
where each of the countries surpasses representatives
of other clusters not only in life satisfaction, but also
in the integral index, can be considered a serious
argument in favor of its “exceptionalism”:
The Seven is significantly ahead of all other
states, including the United States, in terms of
development. We emphasize that neither the three
Scandinavian countries nor the five Nordic states
form a cluster.

The results we have obtained suggest that the
feeling of life satisfaction is associated with the level
of the LCI-10. It would be interesting to check for a
causal relationship between indicators included in
LCI-10 and the level of happiness by interviewing
respondents.

Certainly, the conclusions may depend on the
clustering method and, in particular, on the selected
set of parameters that form an integral index. If, for
example, the indicators of social support and
personal freedom, rejected earlier for substantive
reasons, are added to the ten parameters used, then
the picture changes: the Seven ceases to be a cluster.
When dividing the set of countries by means of a
new integrated index LCI-12 into two clusters, the
Seven is part of the first cluster along with seven
more countries (see columns 6—9 of Table 2).
Nevertheless, it remains at the top of the list and
forms a cluster in a weak sense, which can be easily
checked. While the United States turns out in the
second cluster.

On the dynamics of the main indicators: the
Seven and the USA

According to the LCI-10 the United States
ranks 23rd, even lower than according to the

¢ The algorithm used does not contain a stopping rule. It
is important for us that the Seven forms a cluster at some step.
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happiness index. We should note that over the recent
decades a typical trend has developed: the U.S.
has been lagging increasingly behind a number
of countries, and many other countries are now
catching up with the U.S.

According to the report “Corruption Percep-
tions Index 2020”7, in 2020 the United States
reached its lowest position on the CPI since 2012.
The authors relate this to the challenges of allocating
and distributing the COVID-109 relief package. The
high scores of Denmark, Finland, Sweden and
Switzerland are emphasized. Of the seven European
leaders, only Iceland has gone beyond the top ten
on the CPI; still it is also significantly ahead of the
United States.

The Democracy Index is calculated by the
Economist Intelligence Unit, the research and
analysis division of the Economist Group (UK),
on the basis of expert assessments and opinion polls
in 167 countries. The 60 indicators obtained in
this way are aggregated to identify five indicators,
each of which characterizes one of the fundamental
categories of the democratic mechanism: electo-
ral process and pluralism, the functioning of
government, political participation, political
culture, and civil liberties. These indicators are
evaluated on a ten-point scale, and the Democracy
Index is their arithmetic mean. Based on its scores
each country is classified as one of four types of
regime: “full democracy”, “flawed democracy”,
“hybrid regime” or “authoritarian regime”?. Data
for 2006—2020 have been published?. During this

7 Corruption  Perceptions Index 2020  (2021).
Transparency International. Berlin. 30 p. Available at: https://
images.transparencycdn.org/images/CPI12020_ Report_
EN_0802-WEB-1_2021-02-08-103053.pdf

8 See: https://countryeconomy.com/hdi?year=2006/

® Democracy Index 2012. Democracy at a standstill
(2013). The Economist Intelligence Unit Limited 2013.
Pp. 1—-40. Available at: https://civitanaorg.files.wordpress.
com/2014/05/democracy-index-2012.pdf; Democracy Index
2020. In sickness and in health? (2021). The Economist
Intelligence Unit Limited. Pp. 1—70. An updated version of the
index has been published recently (Democracy Index (2021).
Gumanitarnyi portal: Issledovaniya. Tsentr gumanitarnykh
tekhnologii, 2006—2021 (revised March 10, 2021). Available
at: https://gtmarket.ru/ratings/democracy-index).
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period, the index values decreased for almost all
countries initially classified as full democracies.
Norway is one of the few exceptions. In addition,
four other countries within the Seven retained
the index values above nine; the indices of the
remaining two states — the Netherlands and
Switzerland — are very close to nine. While the
U.S. score on the Democracy Index was falling
monotonously from 8.22 and turned out below
8 in 2016. Thus, the United States has moved to
the flawed democracy category. It lags behind the
majority of full democracies in terms of the quality
of governance and the level of political culture'.

The Human Development Index (HDI) is an
aggregate of four indicators: life expectancy at birth,
mean of years of schooling for adults aged 25 years
and more, expected years of schooling for children
of school entering age, and gross national income
per capita''.

In 1990, the United States ranked 7th on the
HDI and were ahead of the Netherlands, Denmark
and Finland™. In 2005, they ranked 12th, surpassing
only Denmark within the Seven'. In 2019, the
United States moved to the 17th place, while the
Seven countries took places no lower than 12th (see
Table 1). In terms of HDI growth rate for 1990—
2017, the United States is behind the vast majority
of countries. Among the countries included in the
top 100 in 2017, the HDI was growing at a lower
rate only in Ukraine'.

As follows from Table 1, income inequality in
the United States is significantly higher than in the

19 Democracy Index 2020. In sickness and in health?
(2021). The Economist Intelligence Unit Limited. Pp. 1-70.
Tables 3, 12.

I See: http://hdr.undp.org/en/content/human-develop-
ment-index-hdi

12 See:  http://hdr.undp.org/sites/default/files/reports/
220/hdr_1991_en_complete_nostats.pdf, p. 15.

13 See:  http://hdr.undp.org/sites/default/files/reports/
268/hdr_20072008_en_complete.pdf, p. 229.

“ Human Development Indices and Indicators. 2018
Statistical Update (2018). The United Nations Development
Programme, New York. 112 p. Pp. 26—29. Available at: http://
hdr.undp.org/sites/default/files/2018 _human_development
statistical update.pdf.
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Seven countries. In fact, this is true in relation to all
European states, and the same can be said about
wealth inequality. Compared with 1980, inequality
in the United States has grown much more
dramatically than in Western Europe (Alvaredo et
al., 2018; Polterovich, 2021a).

Social mobility is among the factors that
significantly affect inequality. It is natural to assume
that mobility is higher when the levels of income
groups to which children and their parents belong
are less correlated. The work (Jantti et al., 2006)
shows that in the United States the correlation is
significantly higher than in the UK, where it greatly
exceeds the correlation observed in Denmark,
Finland, Norway and Sweden. Thus, the son of
a poor father is more likely to remain poor in the
United States than in the Nordic countries. The
authors note that their study dispels the myth
of American exceptionalism regarding social
mobility.

A similar conclusion also follows from the
findings (Alesina et al., 2018, p. 532). According to
the authors, if a child’s parents belong to the lower
income quantile, then the probability that the
child will remain in the same quantile is 26.7% for
Sweden, which is less than for Italy (27.3), France
(29.2), the UK (30.3), the U.S. (33.1). The figures
confirm that mobility is lower in the U.S., and in
Sweden it is higher than in the leading European
countries. The article shows that Europeans
consider social mobility as being a lot worse than
it is in reality, and U.S. citizens tend to believe
that social mobility in their country is significantly
higher than it actually is.

Institutional features are closely related to
cultural ones. A remarkable example of this
relationship is the difference between Americans
and Norwegians, experimentally discovered
in the work (Almais et al., 2016). Norwegians,
unlike Americans, show a much more negative
attitude toward high inequality, while there are no
differences in their attitude toward effectiveness.
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We can assume that when performing some kind
of work, Norwegian citizens are more likely to feel
responsibility that is not associated with financial
incentives. It is an essential prerequisite for effective
collaboration.

The share of respondents who believe that “most
people can be trusted” is taken as an indicator of
generalized trust. The data in Table 1 reflect the
findings of surveys conducted from the early 1980s
to 2009. The work (Min, 2020) contains relatively
new data on a slightly different indicator — a
synthetic indicator of social trust. It characterizes
the respondents’ trust in both their near and far
circle, in particular to family members and to people
met for the first time. The ranking looks different
here, but all the seven European leaders are in the
top ten, the UK, New Zealand and Australia rank
7th, 8th and 9th, and the United States ranks 17th.

A sufficiently high level of citizens’ generalized
trust is the most important prerequisite for the
effectiveness of collaboration mechanisms. A high
level of citizens’ trust in the government is of equal
importance. Only in this case it becomes possible,
while combating the crisis, to transform command
hierarchies into advisory or collaborative ones
(Polterovich, 2021b).

We should note that over the recent decades
the level of generalized trust in the United States
has been declining considerably. Thus, the share of
respondents who believed that most people can be
trusted was about 45% in 1972, and a little more
than 30% in 2014. The level of US citizens’ trust in
the government decreased from 30% in 1996 to 19%
in 2015. In 1958, it was above 70% (Ortiz-Ospina,
Roser, 2016).

It is interesting to trace the dynamics of
another indicator, the World Competitiveness
Ranking (WCR), for the Seven and the United
States. The WCR has been calculated since 1989
at the Institute for Management Development
(Switzerland) and represents an aggregate of
334 indicators obtained on the basis of statistics
and surveys. These indicators, according to the
authors, somehow affect the country’s ability
to implement long-term economic growth. As
we see in Table 3, over the past five years, all the
Seven countries, with the exception of Iceland,
have improved their rating. Five of them were
in the top ten in 2021, and Finland ranked 11th.
The U.S. ranked no lower than 4th in 2017—2019;
and it moved downward to the 10th place in 2020
and 2021.

Table 3. World competitiveness ranking dynamics

# Country/year 2017 | 2018 2019 2020 2021
1 Denmark 7 6 8 2 3
2 Norway 11 8 11 7 6
3 Sweden 9 9 9 6 2
4 Finland 15 16 15 13 11
5 Iceland 20 24 20 21 21
6 Switzerland 2 5 4 3 1
7 The Netherlands 5 6 4 4
8 New Zealand 16 23 21 22 20
9 UK 19 20 23 19 18
10 Austria 25 18 19 16 19
11 Canada 12 10 13 8 14
12 Australia 21 19 18 18 22
13 Germany 13 15 17 17 15
14 USA 4 1 3 10 10
15 Singapore 3 3 1 1 5
Source: https://www.imd.org/centers/world-competitiveness-center/rankings/world-competitiveness/
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The advantages of the Seven in relation to the
United States, reflected in the level and dynamics
of the above indices, have affected the dynamics of
per capita GDP (Tab. 4). Today Norway and
Switzerland are ahead of the U.S. in terms of this
key economic indicator, and other members of the
Seven are confidently catching up with the U.S.

The Rule of Law Index is calculated by the
World Bank on the basis of statistical data,
population and expert surveys®. It reflects the scale
of violence and organized crime, property rights
protection, enforceability of contracts, confidence
in the police force and judicial system, etc.
According to this index, the United States is
significantly behind not only the Seven, but also
New Zealand, Canada, Austria, Germany (see
column 12 of Table 1).

Conclusion

The fact that the United States is gradually
losing its position as the most advanced socio-
economic system has been noted by many authors,
in particular supporters of the theory of Nordic

exceptionalism. We have shown that this theory is
not entirely accurate: at present, Switzerland and
the Netherlands are also in the group of leaders
along with the Nordic countries. Our results
demonstrate that the Seven is far ahead of the
United States not only in terms of the happiness
index, but also in terms of the set of major indicators
of civic culture, economic and political institutions.
The question arises as to what qualitative features of
socio-economic and political mechanisms ensure
this leadership.

The process of the U.S. losing its leadership is
not over yet. First, by now only Norway and
Switzerland are ahead of the United States in terms
of per capita GDP. Second, the United States
is still ahead of Europe in terms of creating new
technology, as evidenced by the data on the number
of patent applications. According to statistics for
2010—-2020, Asia’s share in the total number of
applications is growing, the share of North America
and Europe is decreasing, while the decline for
North America is slower than for Europe'. Third,

Table 4. GDP (PPP) per capita, % of the U.S. level

# Country/year C1 C2 C2/C1
1 Denmark 78.3 92.9 1.19
2 Norway 92.1 105.1 1.14
3 Sweden 80.1 85.4 1.07
4 Finland 72.5 79.5 1.10
5 Iceland 85.2 90.7 1.06
6 Switzerland 100.9 112.7 1.12
7 The Netherlands 85.7 92.3 1.08
8 New Zealand 59.2 69.1 1.17
9 UK 71.9 73.3 1.02
10 Austria 80.8 89.2 1.10
11 Canada 80.6 7.7 0.96
12 Australia 78.2 82.4 1.05
13 Germany 76.8 85.9 1.12
14 USA 100 100 1.00

C1 - GDP (PPP) per capita, % of the U.S. level, average for 1998-2000.

C2 — GDP (PPP) per capita, % of the U.S. level, average for 2018-2020.

C2/C1 — growth of the average ratio of GDP (PPP) per capita to the U.S. level for 20 years.

Calculated according to: https://stats.oecd.org/index.aspx?DataSetCode=PDB_LV#\

15 See: http://info.worldbank.org/governance/wgi/pdf/rl.pdf. A different methodology is used by the World Justice Project,
but Iceland and Switzerland are not included in the corresponding list of countries.
16 See: https://www.wipo.int/edocs/pubdocs/en/wipo_pub 941 2021.pdf, p. 15.
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the dollar still remains the world’s main reserve
currency. Its share in the reserves of central banks
is decreasing, but yet again at the expense of Asian
countries.

Will the United States continue to lose its
positions or will it be able to reclaim them? This
issue has become particularly relevant in con-
nection with the recent events in Ukraine that
resulted, in particular, in an unprecedented
consolidation of European countries around
the United States. The solution to this issue is
connected with the question regarding the extent
of qualitative differences in the socio-economic
and political mechanisms that caused the

superiority of the Seven over the United States in
terms of institutional indicators. And if the extent
is significant, then what are the chances that these
mechanisms could be borrowed by other Western,
primarily European, countries? The second part
of the work will be devoted to finding the answer.
In particular, we will show that the Seven countries
have become leaders thanks to collaborative
advantages — more mature mechanisms of
collaboration in the economic, social and political
spheres, and that a number of other European
states follow their example. We will also consider
how our findings can be used to develop catch-up
strategies.
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mindless borrowing (transplantation) of institutions of free trade and protectionism in Russia in the
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1990s, which was not accompanied by the formulation and implementation of state strategic plans for

the development of the Russian economy, led to the formation of a “mutant” economic model. On

the one hand, the complete abandonment of the policy of state monopoly on foreign trade led to the

flooding of the domestic market with imported goods and, as a consequence, massive ruin of domestic

manufacturing enterprises. On the other hand, the purpose of the fragmentary application of protec-

tionist policy instruments was not so much to support national producers as to create a comfortable

environment for the distribution of state property among a narrow group of people close to the authorities,

as well as favoring monopoly capital in a number of sectors of the domestic economy.

Key words: protectionism, institutions, free-trade, Russia, agriculture.

Introduction

Understanding the role of protectionism in the
modern economy is impossible without taking into
account the institutional environment in which the
state implements such practices. Thus, during the
market reforms of the 1990s, post-Soviet Russia
imported the institutions of state regulation of
the economy through their transplantation'. An
attempt to directly borrow foreign elements from
the external environment — the capitalist countries
of the Western world, due to privatization and
economic freedom of business entities, the policy
of “austerity”, easing the tax burden on capital,
liberalization of currency regulation, the rejection
of the monopoly on foreign trade, etc., came into
conflict with the traditions of the planned economy.
As a result, this symbiosis created the “Frankenstein
monster” — socio-economic relations in which the
institution of state regulation served the function
of redistributing public property and protecting
the interests of a narrow group of persons close
to the government from external competition. In
this context, protectionism will not produce the
traditionally expected results, such as developing
a competitive national manufacturer, economic
growth and full employment, because their work
was initially driven by other goals. Thus, the
purpose of the study is to consider the development
features of protectionism in modern Russia in the

' On the problem of the transplantation of institutions in
the case of the post-Soviet countries see (Grinberg, Komolov,
2020).
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context of the institutional environment formed
under the influence of atrophy and rebirth of
liberal institutions, as well as the dysfunction of
institutional macrostructure, when the freedom of
entrepreneurship turned into all-powerful monopoly
capital, privatization has led to mass bankruptcies of
enterprises, the policy of non-interference of the
state resulted in the abandonment of a large part of
social obligations.

Protectionism according to F. List and S. Amin

The Dictionary of Economics defines protec-
tionism as an economic policy of the state, which
manifests itself “in the purposeful protection of the
country’s domestic market from the introduction of
foreign goods into it. This policy aims to encourage
the development of the national economy and
protect it from foreign competition by imposing
high duties on goods imported into the country or
banning the importation”2. Thus, protectionism
is a phenomenon typical of the market model of
the economy. In economic theory, the authors of
different economic schools have developed the ideas
of protectionism. The most famous are the works of
F. List, who formulated the theory of “educational
protectionism”. It implies the cultivation of “young
industries” imposing protective customs tariffs until
they become competitive on internal and external
markets. Trade restrictions should not be applied

2 Raizberg B.A., Lozovskii L.Sh., Starodubtseva E.B.
(2021). Modern Dictionary of Economics. 6th ed. Moscow:
INFRA-M.
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to the purchase of equipment and technology.
The costs of protectionism have to be borne by
consumers, that List called “tuition fees”. They will
be overcompensated for by future economic growth.
Protective or “nurturing” duties, according to List,
should be temporary and abolished as national
industry reaches the stage where it can compete
openly with foreign manufacturers. “The customs
system, as a means of promoting the economic
development of the nation through the regulation
of foreign trade, must constantly bear in mind the
principle of the industrial education of the nation”,
List wrote in the preface to The National System of
Political Economy (List, 2017). At the same time,
F. List was an opponent of “prohibitive duties”
and believed that they could be resorted to only in
exceptional cases, such as in times of war.

S. Amin’s works contain similar ideas, but as
applied to the analysis of the core-periphery
relations of the modern economy. His research
focuses on the problem of economic dependence:
the countries of the periphery of the world economy
specialize in a few export-oriented, labor-intensive
industries with low value added (mining, agriculture,
low value-added manufacturing). High-value-added
industries are predominantly located in the center.
The redistribution of peripheral surplus value in
favor of the core takes place through underpayment
of labor in the periphery, control of prices by the
core countries and securing high-tech technologies
through the patent system, as well as losses of
some peripheral countries due to devaluation of
national currencies, net capital outflows and interest
payments on foreign debt.

S. Amin argued that it is impossible to free
countries that exist under the rules of the global
capitalist system from economic dependence. The
only condition for their catch-up development is
“delinking” from the established relations of the
international division of labor. (Amin, 1990).
Separation does not mean autarky. The basic
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idea of this theory is that peripheral states should
redistribute resources and surplus product in
accordance with the contribution of workers in each
industry to total output. This would, for example,
lead to an increase in the price of agricultural
products and the welfare of the rural population.
The economic policy of the state should be aimed at
meeting the needs of domestic development rather
than promoting international competitiveness
(food security, full employment, minimum wage,
etc.). Amin admits that it is impossible to achieve
complete separation from economic dependence,
but even partial progress on this path can be
considered a success for the country (Amin, 1996).

In the practice of state regulation of foreign
economic activity protectionist measures can be a
response to dumping by foreign producers. There
are three forms of dumping:

1) occasional dumping, i.e. occasional sale of
goods on foreign markets at a price below cost. This
can happen, for example, in a situation of
overproduction and the need at all costs to sell
the goods produced on any terms. This form of
dumping is not dangerous and does not require a
government response (Maslov, 2019);

2) deliberate dumping — a conscious attempt
to force a competitor out of the national market
by selling goods at an artificially low price. The
subsequent monopolization of the market makes
it possible to more than compensate for the losses
incurred;

3) sustainable dumping, based on the principle
of third-degree price discrimination and posing the
greatest danger. To deal with this phenomenon, the
state is required to implement a well thought-out
strategy that, on the one hand, will not deprive the
consumer of access to imported goods sold at an
affordable price, and on the other hand, will help
to create sufficient conditions for the development
and strengthening of a national competitor to the
importer.

Economic and Social Changes: Facts, Trends, Forecast
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The most common protectionist measure in
foreign trade is the customs tariff, i.e., the rate of
duty levied on goods when they cross the customs
border (Feenstra, 1992). This tool has a number of
advantages: it allows limiting the entry of imported
goods on the market in those industries that require
support, usually new, underdeveloped industries that
are not able to enter into open competition with the
importer; it provides budget revenues; it serves as an
argument in political confrontation between states
in the international arena. However, the application
of the customs tariff is effective only when the entire
customs policy is part of a well-designed strategy for
the development of the national economy, which
considers inter-industry proportions and is aimed
at achieving clearly defined goals of economic
development. Otherwise, the sporadic, haphazard
application of the customs tariff as a protectionist
measure could lead to negative consequences.
These include trade wars between countries, limited
access of the population and companies to quality
imported goods and advanced technologies, and
reduced competitiveness of national producers due
to the lack of competitive incentives for growth and
development.

Formation of protectionism in modern Russia.
Contradictions of the transition period

The economy of modern Russia has developed
on the basis of the industrial and institutional
foundation inherited from the Soviet period. In the
Soviet Union, foreign economic activity was part
of the planned economic system. In the absence
of economic independence of enterprises, the
customs policy of the Soviet state did not function
as a regulator of foreign trade operations, so it would
be incorrect to apply the term “protectionism” to
the policy. Its role was auxiliary and limited mainly
to fiscal function: customs duties acted as a source
of replenishment of the state budget. In addition,
the state monopoly on foreign trade made it possible
to stabilize the economy, first, by ensuring the
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planned sale of goods by Soviet enterprises abroad
(using, among other things, political instruments
to secure foreign markets), and second, by filling
the lack of domestic goods at the expense of import
supplies (Gruzinov, 1978). Lenin considered the
introduction of a state monopoly on foreign trade
in 1918 as one of the main commanding heights
of the Soviet state to overcome the economic ruin
in the country in the context of a hostile external
environment: this was the only way to protect the
young republic from the invasion of foreign capital
and successfully solve the problems of socialist
construction; “without such monopolization we
cannot get away from foreign capital by paying
tribute” (Lenin, 1974). The principle of foreign
trade monopoly assumed the implementation of
foreign economic activities in accordance with the
national plan. The proportions of foreign trade
turnover became part of a single national economic
plan, subordinated to its goals and objectives. The
government centrally determined the nomenclature
of imported goods needed by the country and
formed a fund of export goods for sale abroad as
normal conditions for foreign trade were restored
(Yakub, 2018).

The period of market transformation in Russia
coincided with the development of the neoliberal
stage in the history of capitalism. The institutions
of regulated capitalism in the Western world
were replaced by the principles of market self-
regulation. They are reflected in the provisions
of the Washington Consensus — the type of
macroeconomic policy recommended by the
World Bank and the IME based on privatization,
stabilization and liberalization. The latter meant
a significant reduction in or abandonment of state
regulation of the financial market (interest rates set
by the market, abandonment of reduced rates for
preferred borrowers); the removal of barriers to the
inflow of foreign direct investment and ensuring
direct competition between local producers and
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foreign ones; deregulation that facilitates the
creation of new enterprises and eases antimonopoly
policies; trade liberalization by replacing quotas
with tariffs and the gradual reduction of the tariffs
themselves.

During the R. Reagan and G. Bush presidencies,
the USA considerably restricted protectionism,
reduced trade quotas, supported the GATT (WTO)
principles of abandoning economic barriers to the
movement of goods and production factors. The
United States also initiated the North American
Free Trade Area, NAFTA, which included Canada
and Mexico. The creation of the integration
association was an attempt by the U.S. to expand
markets for domestically produced goods. The
general movement of the world economy toward
globalization was a response to the “stagflation”
crisis of the 1970s: the shift of production to
regions with low wages and the simultaneous
growth of imports by developed countries from
newly industrialized economies reduced the costs
of American and European manufacturers, which
ensured high rates of economic growth over the next
two decades.

The center of the market reforms of the 1990s in
Russia was the privatization of state property. This
process has also affected the state policy of
regulating foreign economic relations. In general,
the prevailing ideology of market fundamentalism
at the time assumed that the removal of the state
from the economy was a sufficient condition for
prosperity: the natural mechanisms of market
competition would run themselves. All the
government has to do is to limit monopolization
through rather lenient antitrust legislation.

The abolition of the state monopoly on foreign
trade was one of the key decisions aimed at
integrating Russia into the international division
of labor through the internationalization of the
national economy. The country’s competitive
advantages — its rich scientific potential, educated
population, natural resources, and diversified
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industry — were expected to actively attract
foreign investment (Dzarasov, Novozhenov, 2009).
However, this did not happen, partly because the
Russian ruling class itself was not fully interested
in such a development. Unlike the former Soviet
republics of Central and Eastern Europe, which
chose the path of unconditional submission and
openness to the Western world (quick accession to
the WTO and the EU), the Russian authorities were
unwilling to share attractive assets with the outside
world (Evenett, Vines, 2012). On the contrary, the
1990s were marked by a revival of protectionism,
but in an ugly, distorted form, aimed at protecting
property from external encroachment, rather than
at developing the national producer. Conditions for
attracting foreign direct investment to privatization
were enshrined in the Foreign Investment Law,
dated July 4, 1991, and the Civil Code. Foreign
investors were subject to “national treatment”,
which equalized the status of foreign companies
with Russian ones. The Law “On privatization
of state and municipal enterprises in the Russian
Federation”, dated July 3, 1991, did not regulate
the acquisition of state property by foreigners.
Clarifications appeared only in the text of the State
Privatization Program of State and Municipal
Property, dated December 24, 1993. The document
contained several restrictions on the participation of
foreigners in privatization:

1) to privatize organizations of trade, transport,
public catering, consumer services, as well as small
construction and industrial enterprises (with up to
200 employees), the foreign investor needed to
obtain permission from local authorities;

2) in case there were no other bidders, the sale
of property to a foreign resident was possible only
after a special evaluation of the company’s property
by the Russian Ministry of Finance;

3) The Federal Counterintelligence Service was
given the right to apply to the Government of the
Russian Federation with a request to refuse the
acquisition of assets by foreigners in a number of

Economic and Social Changes: Facts, Trends, Forecast
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sectors: defense, transport, communications, oil
and gas, mining of strategic materials and precious
metals and stones;

4) foreign capital was not allowed to acquire
assets located in closed territorial entities?.

These barriers cannot be called insurmountable.
On the contrary, the conditions for allowing
foreigners to buy Russian assets have been softened
in comparison with the first version of the program
adopted by the Supreme Soviet in 1992. However,
despite this, the participation of foreign capital
in privatization was insignificant, especially in
comparison to other former socialist countries.
Thus, between 1992 and 1994, non-residents bought
back only 10% of privatized assets (Suleimanov,
2003). The main reason was the unwillingness
of the organizers of the privatization process to
share property with external buyers. The specific,
voucher-based form of privatization chosen by
the authorities severely limited the participation
of foreign capital. The close relationship between
government and business has become a source of
protectionism of a special kind, where the role of
the state is reduced to protecting the national buyer
from foreign competition.

In December 1993, Nezavisimaya Gazeta
published an article with the headline “Rejection
of Protectionism™*. In this article, the author argues
that against the backdrop of the formal movement
toward internationalization of the Russian economy,
in fact the state prevents the entry of foreign players
into the market through currency controls, import
duties and taxes. As a result, there remains a high
degree of monopolization in the economy, which
should be overcome by attracting foreign investors

3 “On the State Program of Privatization of State and
Municipal Enterprises in the Russian Federation”: Presidential
Decree 2284, dated December 24, 1993 (amended and
supplemented). Available at: https://base.garant.ru/10101974/

4 Teperman V. Rejection of protectionism. Nezavisimaya
Gazeta, 1993, December 15, no. 240(664), p. 4.
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to the market. However, such appeals went
unheeded, and the tandem of state and business
continued to strengthen. As a result of this synthesis,
a specific business environment emerged in Russia,
which has carried its features through the decades.
These include the following:

1) The rent-seeking behavior of big business.
The source of wealth for most Russian billionaires
has been the appropriation of superprofits from
natural rents and trade in a completely free,
undeveloped and undemanding internal market
(Dzarasov, 2010). And if in the retail trade foreign
capital began to gradually penetrate in the form of
large retail networks, the extraction of raw material
rent was and remains the privilege of national
capital, as well as the state.

2) Excess profits as a prerequisite for invest-
ment. Protectionism and lack of competition, as
well as the absence of property rights guarantees and
insignificant reputational risks, have left room only
for investment strategies that imply quick, mostly
speculative profits. This problem is inextricably
linked to the offshorization of the Russian economy:
capital flight becomes a tool to protect the profits
from redistribution by non-market methods.

3) Non-market methods of competition:
administrative support of regional business by
local authorities for a fee; the policy of vertically
integrated companies overpricing their products;
monopolism in certain industries and regions,
caused by the features of the production process,
the state of the distribution of productive forces (for
example, in the production of assemblies and units
for mechanical engineering) (Apokin, 2011).

4) Low quality of management personnel,
cronyism, lack of entrepreneurial initiative. It
manifests itself, in particular, in the fact that Russian
business was unable to achieve success in foreign
markets, including those with a favorable business
climate, low levels of corruption and a stable legal
system.
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5) Low wages, social inequality and property
stratification. The proportion of wages in the cost
of Russian goods and services in Russia is 20—25%,
the EU — 50—60%, the U.S. — 75—80% (Aksenova,
2016).

Low efficiency of protectionism in Russia as a
sign of institutional dysfunction

The mentioned features of Russian business are
the result of a specific policy pursued by the state in
the post-Soviet period. The new Russian
protectionism did not fulfill the “educational”
functions according to F. List: it did not create
favorable conditions for the development of
production (on the contrary, the low level of
personal income, high taxes, the devalued ruble
made direct investment unattractive), but it shielded
big business from external competition. This
situation is due to the dysfunction of the institutions
of state regulation of the market economy. As
0.S. Sukharev notes, dysfunction is a functional
disorder, violation, non-execution (partial
execution) of the institutional macrostructure
functions. Distortedly functioning institutions
ensure the stability of such a state, and overcoming
the accumulated contradictions becomes possible
only with appropriate modifications of institutions
(Sukhareyv, 2021). In Russia, the functional disorder
of the transplanted institutions of liberalism has
taken the form of their atrophy and degeneration.
According to V.M. Polterovich, the transplant
turned out to be unclaimed, because its use
became incompatible with the cultural traditions
and institutional structure of the recipient. In
this case, the atrophying institution becomes a
source of more serious dysfunction: destructive
possibilities of its application, suppressed by features
of the institutional environment of the recipient,
become more active (Polterovich, 2008). Thus, the
problems of the USSR economy, where the state
at least managed the economy in accordance with
strategic plans, have not been overcome: greenhouse
conditions for big business, lack of competition,
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as well as the unwillingness and probably inability
of the Russian state to formulate and implement
strategic plans for the development of the economy
in general and priority industries in particular have
led to contradictory results.

As an example, consider the situation in Russian
agriculture. The use of protectionist measures in this
industry is traditionally explained by unfavorable
climatic conditions, the consequence of which is
increased energy intensity, low yields and low labor
productivity. Another argument in favor of the
protection of national producers by tariff measures is
an appeal to the practice of the USA and European
countries. However, the mechanical borrowing of
protectionist practices in foreign trade has led to
ambiguous results. On the one hand, the volume of
agricultural production as well as exports increased
several times between 2000 and 2010 (Epshtein,
2017). On the other hand, the export-oriented
nature of production, along with the undervalued
ruble exchange rate, which the government
maintains through the accumulation of excessive
international reserves, leads to an increase in
product inflation. As a result of such protectionism,
it becomes more profitable for producers to export
their goods and sell them for foreign currency rather
than to sell them on the domestic market. Rapidly
rising food prices contribute to a further decline in
the real incomes of the population and force the
president and the government to resort to methods
of manual control in order to curb the rise in prices
of socially important goods®. In such a situation,
the state’s influence on the volume of exports of
Russian agricultural products would be a reasonable
protectionist practice. Restrictions on the export
of grain and other crops would reduce domestic
market prices. At the same time, it would mean
limiting foreign exchange earnings of exporters
and, as a consequence, reducing the net outflow

5 Putin commented on rising food prices. RIA.
June 6, 2021. Available at: https://ria.ru/20210630/
produkty-1739200839.html (accessed: July 18, 2021).
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of capital — another channel of non-equivalent
exchange in the global economy according to
S. Amin.

Also, the side effects of domestic protectionism
in the agro-industrial complex are the dominance
of intermediaries and the monopolistic power of
companies involved in the processing of raw
materials. Thus, a certain percentage is added to
the original producer price during transportation,
packaging and storage. For example, the price
of carrots increases by 195%, potatoes — 160%,
buckwheat — 135%, milk — 91%, cabbage — 73%,
beef — 51%, and meat — 40%.°. The absence of
foreign competitors, coupled with ineffective
antimonopoly policy, allows businesses to make
high profits without sufficient capital investment
(for example, the degree of depreciation of fixed
assets in agriculture in Russia in 2020 was 40.5%).
As a result, in pre-sanctioned times the trade
margins exceeded the protective tariffs by several
times, which loses its protective function: overpriced
products limited domestic demand and to an even
greater extent redistributed goods in favor of the

Low consumption undermines labor repro-
duction and makes the industry more dependent
on external markets (Afanasyev et al., 2015). In
addition, this situation is influenced by such a
traditional protectionist measure as the devaluation
of the ruble. The cheap ruble policy pursued by the
Central Bank and the Ministry of Finance does
not allow Russian companies to import machinery,
equipment, machine tools and other elements of
fixed capital necessary to replenish depreciation
and upgrade the material base of production. In
the context of an ever-increasing rate of fixed
assets depreciation, the Russian economy is in
a steadily positive net export position. In pre-
pandemic 2019, the trade balance was 105 billion
US dollars (Tolkachev, Brzhezinskii, 2018). This
circumstance indicates that in the context of
devaluation Russian enterprises find themselves
unable to meet their needs for imported equipment,
as they are forced to bear excessive costs in rubles
when buying foreign currency on the domestic
market. However, one should note that the low
efficiency of the protectionism in Russia in the

foreign buyer (7able). context of weak economic growth in the period from
Trade margins and import duties on certain food products
on the eve of the import substitution policy, 2013
Excess of retail_ prices over production Rates of import duties, %
prices, %
Carrots (kg) 131 15
Milk (1) 122 15
Pork (kg) 93 0-65
Cabbage (kg) 93 15
Beef (kg) 92 0-15
Potatoes (kg) 79 0-15
Flour (kg) 62 10
Sunflower oil (1) 51 15
Buckwheat (kg) 41 0
Chicken egg (10 eggs) 36 0
Tomatoes (kg) 18 15
Source: own compilation according to (Tsedilin, 2014).

¢ The difference between the prices of producers and retailers is up to 195%. Izvestiya. February 11, 2015. Available at:

https://iz.ru/news/582914 (accessed: July 12, 2021).
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2014 to 2020 forces the government to reconsider
the role of the state in international economic
relations, in particular the WTO, the expediency
of membership in which is increasingly questioned
by representatives of the highest authorities of the
Russian Federation (Obolenskii, 2018). In recent
years, the vector of Russian protectionism is forced
to turn toward the protection of national producers
in order to increase their competitiveness. Despite
the fact that the level of protection of the domestic
market during WTO membership has slightly
decreased, since 2016, Russia is noticeably ahead
of many developed countries in the degree of tariff
protectionism. According to V.P. Obolenskii, “the
average arithmetic rate of import duty under the
most favored nation treatment (7.6%) is about twice
as high as in the USA, Japan and Canada, one and
a half times higher than in the EU” (Obolenskii,
2018). The government, despite budgetary
difficulties, finds ways to partially compensate for
the losses of domestic producers. These include a
recycling fee on wheeled vehicles, anti-dumping
duties on light commercial vehicles from the EU, a
ban on imports of pork, as well as increased duties
on household appliances and some commodity
groups of the AIC. However, such steps are still
insufficient and reflect only the natural desire of
the Russian state to follow the global trend toward
a stronger protectionism.

Conclusion

In this study we examine contradictions of
protectionism in Russia through the prism of the
problem of institutions import in the period from
the 1990s to the present. The novelty of the study,
therefore, lies in the application of the political
and economic method based on an analyzing the
development of productive relations of the specific
model of capitalism established in the territory of
the post-Soviet space. We can argue that the mecha-
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nical borrowing (transplantation) of protectionist
institutions in Russia in the 1990s, not accompanied
by the formulation and implementation of strategic
plans for the development of the Russian economy,
led to the formation of a “mutant” economic model.
On the one hand, the complete abandonment
of the policy of state monopoly on foreign trade
contributed to the flooding of the domestic market
with imported goods and, as a consequence, the
mass ruin of domestic manufacturing enterprises.
On the other hand, the purpose of the fragmented
application of protectionism instruments was not
so much to support domestic producers as to create
a comfortable environment for the distribution of
state property among a narrow group of persons
close to the government, as well as to favor
mono