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ANALYSIS OF THE IMPORT SUBSTITUTION IN THE RUSSIAN MARKET
OF INFORMATION TECHN OLOGIES
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ABSTRACT

Information  lechnology B carrently one of the moest important labowr
productivily drivers lo merease economic efficiency. The agpravation of the geopolitacal
sifustzon occurred n Bussia over the past fisa vears has demoanstrated the vulnerabilicy
of the domestie financaal sector and some ather national economy branches o foreign
manufaciurers and supphiers of various software that led 1o the miensafication af wmport
substiiution m this area. The condvcted analysis has revealed that informatson
technologies create a brand new frastirociure for economac agents. Consequently they
could enter foreign markets more casily, expand globally and parcipate actively i the
mnternational labowr division. Moreover, the agthors prove the demand for the
establishment of economie ICT clusters in Russian regions wath the view o impensafy
the state onders placement in the feld.

keywords: macroeconomes, information lechoologes, mport substiution,
eeonamic growth.

INTRODUCTION

Duming the past two decades information technology has been an important
driver of economic growth in the world. The IT products application field hes extended
sigmificanily that resulted in the mereased efficiency of mduwsinal production, publs
soclor enlerprises and services.

Acconding 10 the World Eeonomie Farum, the competitiveness imdex of the
slale econcamies has a bigh level of comelation with the index of ICT development in
these coumtres [1]-

Gilobal reforming of the Russian economy and 115 miegration mia the world
commumly are  accompanied by senous restructuring of the enterpnise’s planning,
logistical supporl, pricing, foreign trade, Onancial and credit relatons [2: 3] The
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Bussan [T mdusiry development strabegy staies that the domeste imdusiry meets les
than 15% of the Russian markels demand and langely at the expense of the service
sector. (1T systems implementalxon services, pre=commissioning, consulting, ec.). OF
all consumed m Bussia IT products only 23 percent of all software (for 30 billion
rsbles) and abowt 80% of IT services (for 120 bilbon rubles) are produced domestcally.
As for as IT equipment 15 concemned, almoest all domeste needs are met by mporied
produscis.

Currently Russia produces about (L6 percent of the word IT products that
requinss the expansion of impor subsoiution scbvites. There 13 a good reason o
disciss the ssee al a me of worsening geopolibcal sinsstion and the mirsduction af
poditscal and ecomomac sanctions agamst certain Bissian companies, because “for many
centuries the man Ingger, which bumched a new wave of development of mport
substitution in the country, has been the goo-cconome and geopolitical threas™ [4].
Diespate the fact that for effectve development of cooperative relabons, economac and
trade cooperation should be bult based on the specialization of the region [5] this
process can be contralled.

RESULTS

Eeomomsis have ulwa.jls been comeerned show human behaviowr pallerms [ﬁ]
Under present corcumstances the stady of economic agents” behaviour i the field of
mmpord substitution % worth conswlering. How will they behave m the present cantext?
What tremds are laking place?

Some Hussian super-computers manufscirers were subject 1o sanctions as
well, that demonstrates the importance of the sector for the nabonal ecomomy. The
threat of Intermational payment systems defaualt {Visa and MasterCard) has proven the
Bussian fmancial sector 'l.'ulm-.'r.lwl'[j.l to a number of software manufacuners and
providers. This s detrimental for national security.

The impact of information technology on economac processes 5 significant.
Technologieal progress comtnbutes 1o the incressed productivity through swomation
andl mechanizion of certam operations, whach creates the precondinons for soonomic
growth through more efficent allocation of resowrces. Sustamable econamic growth, in
m, reduces the level of social inequaliy amd conimbutes o a more equiiable
distributzon of wealth (according o the ressarch of Simon Kuenets [ 7] This meets the
purpese of mamtaming stabihity and sistamable development in modem society as well
as the purpese of the slale & an economic enlily concemed with mcreasing social
wielfare.

‘Wealth distribution and the logic of this process have histoncally been some of
the most topacal Bses in economse science. [n recenl years researchers have proven that
growth alone 15 notl enough 1o reduce socaal mequality (for example, Tomas Frcken [B]).
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The main force contributing 0 a more equitable disinbeton of wealth 5 fneer
tistnbution of knowledge, skills and mformation, according 1© which privae capital
groaws faster than the national economy as a whale {T. Puckent), make s conclude about
the inevitabality of separate local cmtres of cconsmic growth, This, economic growth
andl ecomome devekypment are always targeted.

This, in mrn, justifies the creation of clusters and aceelerated development
Zones as centres of economac growth, In addition, since the introduction and application
of IT keads 10 the mereased labowr productivity and optimized busimess processes, the
brisk growth of domesne [T market 15 viewed as a entical tsk for the national sconomy
andl 2 topacal ansa of neseanch.

Impart substitation 5 defined as the redsction or cesation of mmports of a
specific product through the development of domestic production of the same or simalar
goods. The main rale i stmulating domestic demand for domestic products belongs o
the government and the government should serve as a source of fmal demand.
Moreover, the policy of import substiation should be shaped and mmplemented an the
regional level, wking mio account technologeal, personnel, and resowrce potential of
the lermitory.

The development of the [T-sector histerically was based on state onbers — as,
for example, m the Sihcon valley in the United States. [n this case in berms of market
space siroclumng, the presence of large markel participants 15 imparant & they could
engage i the development of major government contracts. This s the way financial
mvestments could be shared by the industry participants through a system of sub-
contracts, The world practice confirms the fact that lange companies form the aggregate
demand and supply. and determine the moest important parameters of competition in the
imelusiry.

Al the same time, rescarchers cannol determine the primary element o this
process, O the one hand, integration processes can mfloence the development of the
market, on the siher hand, inbegration 15 a response (o the markel’s paramelers.

blamy foreign mesearchers nobce the impact of macroeconomic factors on the
imbegration processes. Morsover most of them view M&A {merger and scgusition)
deals as o manfestation of mlegralion processes. A deeper consideration s given to the
e in many developed countries, however even in these stales there 15 no consensus
[%], but even there, thens 15 ne consensis reganding the use of particular terms and ther
classification fealures.

For example, Changgn W. amnd Mingling X. [10] argued thal mergers and
acguisitions depended on the extemal environment: economic growth, degree of
competition, polineal and ecomomic changes. Some researchers emphesize the
mmportance of not economic but political, legal and other factors [11].

ttps:iidod. orgl| 0,559 Lisgemsocial 201 7713 347
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Karclna M. investigates o the miegration activities of business entities in the
Russzan regions. In her research she stabes that there ane vanows approaches 1o the
examinaiion of ecanomic miegraiion problems and prospects. Alongside this the authar
mentions the current debate aboul the rele of micgration processes in the development
of remonal economic processes. [12]. I s obvious that such processes promote
siructural changes in the economy that will not only lead 10 changes i market forees in
the regaons bt contribule to the establishing of network inleraction among related
indistnes (which leads to the cormesponding clusters in particular areas and influences
develapment trends of the ndustry).

Acconting o the Russian Federation Sintegy of the [T industry development
for 2014-2020 and for the perspective tll 2025, the structure of the Russan [T-andustry
in terms of company’s size 15 curmently msufficiently balanced. In particolar, there ane
ndr world leaders among Bussaan companses, around which a stable umfied sysbem that
1= integrated i the global IT mdustry could be busl. Avithe same tme, the country hosts
a number of midsize I:l!|l milemational slandands pr-udlh:l. and service L'nrrlpani.-u, which
could serve as a basas for the development of the unified Russian 1T system [1].

The strategy mvalves achieving a number of quantitatsve indicators for the IT
mdistry development and "mproverment of the mstistenal environment with mimimal
dineet regalation” [1] that should facilitate the formation of conditions for the mdusry
sustainable development in the long term.

Expenditeres for ICT i the Russian Federation grow over 2000-2014 | Agure
Ik
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Fig. 1. The Expenditures for 1CT (thousand rubles) in the Russian Federation, 2009
2014 [13]
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The calculations show that over this period the growth in expenditures for ICT
are weakly cormelated with economic growth (GDP growth rate): the comrelation
coefficient 15 0,1727 (the relationship is positive, weak).

The number of used advanced technologies in the Russian economy is also
growmg — there is severe linear dependence in the medium term (figure 2).
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Fig. 2. Number of used advanced technologies in Russia, 2000-2015 [13]

The number of used advanced production technologies correlates with
indicators of economic growth, the correlation coefficient s ~0.7836. This relationship
may indicate that in the period of high economic growth the economic agents have
msufficient incentives for investment in development and modermization of production
with the aim of increasing competitiveness and survival in market conditions.

The slowdown in economic growth may contrsbute to the occurrence of
structural reforms due 10 the need of economic agents to adapt more actively to the
changing conditions. However, some sources claim that the number of mergers and
acquisitions due to the crisis period declined significantly.

Global IT market witnessed many M&A contracts. The acquisition of Hewlett-
Pakkard (HP) 11s competitor Compaq Cumputer in 2001, which provoked skepticism
among investors and analysts. 1s widely known [14]. In 2008, Hewlett-Pakkard acquired
Electronic Data Systems for 13.9 billion dollars [15]. In 2011, HP continued 11s
acquinng policy having bought Autonomy, which was engaged in big data analytics and
software development. Other world leaders in IT were involved in M&A in vanous
periods of time as well. Oracle, Microsoft, Google. Facebook, Dell, etc.

The volume of mergers and acquasitions announced 1n 2015 around the world,
exceeded S trillion dollars, and it is noted that the greatest activity was observed i the

pharmaceutical industry and the technology sector.

bttps:fdoi.ceg/10.559Vsgemsocial 2017/13 349
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CONCLUTIONS

Inbegratiom tremds are relevant for the Russian IT-imdustiry as well. Some
researchers have noted that o 15 almost impossible o find [T companses, evien among
the first-ranking ones. specialifing m cerlam business aress in the Russian market.
Busszan IT companies are typically mvolved mna number of diverse functions: the seller
of equipment {produced themsell or previously purchased from other manufactirers),
softwane developer, service provider al varwus levels (lechnical suppart, ete.), me-
engimeennyg services, consulting, partner of foreign companies.

O of the remsons 1o concenirate business in the Bussion [T-market 15 the
desare 1o oblain synergies, o diversily activities with the purpose of reducing nisks. The
fact that the Russaan costomers prefer 1o recerve a complete package of services from
ome ccomomic agenl of the conlractor 15 also important.

In addatiem, information technologes are creating new quality of infrastructone
for busimess. The wse of modem techmologres: Predictive analytics, Big dala, network
mteraction, and ete. allow economic agents 1o become familiar with external markeis
and o mavigate on them. Due o IT we can easier establish relationshaps wath our
customers andfor suppleers from third thereby creating additional opporiumities for
domestic produocers on Foreign markets. This allows o descnbe the facr that o the
consequence of Bussian Ruble devalusizon, siatistcal agencies recomded the export
growth in sometimes umexpected ancas — textiles, food, ete.

The creation of econormic clusters i the feld of IT m the Rissian regions will
accelerate the process of import substiution in the sector, since the resull 15 a netwark
or community, which creales a certain environment for the exchange of skills and
knowledge and can contribube to the creation of new technological solutons in this anea.
In addation, ol 15 mecessary 1o activate the placement of state onders for the ereation of
maliomal solutions in the field of information systems and softwane.

Thas, miommation technologies allow W create absolutely mew mifrastnciume
for the business, which indirectly helps economic actors W enter foreign markets, be
mare competitive i global markets. The creation of economic ICT clusters in Kussian
regions, and enhanang public orders for the development of domestie sofbware and the
development of domestic IT equpment will accelerale the process of impord
subststution in the domestic I'T marker

CONFLICT OF INTERESTS

The authars confiom that the provided data do nol contan any confliet of
Inberesls.



Section Finance

REFERENCES

[1] Russian Technology Pladorms, Open Imovations § Mosoow [nternational
Forum  for  Inmovanve  Development, Hussia, Meseow, 20120 URL:
hitp:Wer ceanomy_gov_rutwpshvemifconnect'de 2 8893 e 502 d-d48a - b Thi-
1 feali3eb 790 Information+matenals+of+musantec mology-Hplatformst+ % I henglich %2
G pd MO D=A0PE RES&C ACHEID=dc2 EE93e- 502 d-4%a b Thi- | beal3eb To0:.

[2] Kumdakchyan R.. Zulfakarowva L. Astafieva L. Acwal problems of
merexsed efficiency of we of the reglon’s resource potentsal & Joumal of Economics
and Economic Education Research, vol. 1 WSpecial lsue 1, pp. 74-79, 2016,

[3] Kumslakchyan K., Banalova A. The Problem of Food Security in Russia
Mediterranean Journal of Social Scences, vol 6, Mo 3, pp. 773776, 2015,

[4] Bruton J. H. A Reconsideration of Import Substinmion § loumal of
Economee Literwiure, vol. 36(2), pp. 903-036, 1998,

[5] Gadelshina L., Kundskchyan B, Vakhitova T., Zulfakarova L Role of
mterregional cooperative relations of Russian constiuent enlities m stnemgthening the
common ecanomic space & Journal of Econemics and Economie Education Ressarch,
vol. 1 TiSpecial lsue 1, pp. $9-67, 2016,

[6] Grgaryesa M., Grigoryeva O The dependence of opporiunistic behaviour
from economic growth £ Amencan Jourmal of Applied Saences, val. 12, Ne 3, pp. 222,
X3% 2015,

[7] Buznets 5. Toward a Theory of Econemic Growth / Mational Policy for
Econame: Welfare a1 Home and Abroad. Garden Cuty (N.Y.), pp. 12-77, 1955,

[#] Piketry T. The Evolution of Top Incomes: A Histoneal and Intemational
Perspective § Amerncan Ecomomee Review, Oxford University Press, vol. 96, M2, pp.
H0-20%5, 2007,

[9] Makamura H. R. Motves, Farner Selection and Productivity Effecis of
M As: The Pattern of Japanese Mergers and Acguisition £ Thesis (IFh. D), Instinete of
International Business, Stockholm School of Economics, 20035,

[10] Changgi W.. Mingling X. Determinants of Cross-Border Merger &
Acquuition Performance of Chinese Enterprises § Procedia Social and Behavioral
Seaences, vol. 2, pp. 6EGG—HA05, 20010

[11] Yan L., Mmg L. The Analysis on Mon-Economic Infleencing Factors in
Tramsnational Mergers Made by Chinese Energy Firms Based on ESP Paradigm f
Energy Procedia, vol.%, pp. 659-T3, 301 1.

[12] Karelina M. Emparicheski] analiz integracionna aktivoost bizmes-strakiar
¥ regronas Bossa i Ekenomika reglona, val. 4, pp. 54-68, 2015,

btps:iided. cog/10.5 59 sgemsocial 201 7713 351



4® International Multidisciplinary Scientific Conference on Social Sciences & Arts SGEM 2017

[13] Edmayas mezhvedomstvennays informacionno-ststisticheskaya sistema
(EMISS) #/ Oficialny) ssjt. URL: hup:fwww. fedstat rindicators/start.do.

[14] The Compag Acquisition Comes Full Circle; The 2001 Deal That Nearly
Tore H-P Apant Is Now Set To Be Sold Off / Wall Swreet Joumal URL:
hatpfiwww.ws).comfarticle/SB 1000142405311 1903596%045765169 14051864044,

[15] HP 10 Acquire EDS for $13.9 Billion / Press Release, May 13, 2008. URL:
http:ifiwwwi hp.comfusden/hp-news/press-release html ?id=169924# VwYn X fmLTIV.

352



