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on Russia’s GDP Growth

Shinichiro Tabatal

Abstract: A noted economist and observer of post-Soviet affairs presents a study probing the
influence of high oil prices on Russia’'s GDP growth. The paper analyzes the contributions to
the country’s GDP by sectors of origin and final use, and pays specia attention to the influ-
ence of trade margins produced by oil and gas but recorded and placed by Goskomstat Rossii
in Russia’'s trade sector. The author’s interpretation of statistical data released by Goskomstat
Rossii aswell as by Russian customs authorities enables him to conclude that the present-day
economic boom in Russia can be characterized as consumption-led growth fueled by oil and
gas export revenues. Journal of Economic Literature, Classification Numbers: C67, C82,
E23, L71, Q43. 2 figures, 10 tables, 20 references. Key words: Russian oil, Russian gas,
Russian GDP, value added, trade margins.

INTRODUCTION

he recent increase in world oil prices affected the economies of nearly every country.

Not only were the economies of importers under pressure, but also, albeit in a different
way, those of exporters of the “liquid gold,” such as Russia—the world's second largest pro-
ducer. Russia’'s oil exports increased substantially in 1999, and then more rapidly in 2000, as
shown in Figure 1. Due to decreases in oil prices, oil exportsin value terms declined slightly
in 2001, but then recovered and began to increase rather rapidly in 2003 due to the higher
prices. On the other hand, oil production and exports in physical terms have increased
steadily since the year 2000. Production yielded gains of 6 to 8 percent annually in 2000—
2001 and about 10 percent in 2002—-2004, while exportsin physical terms gained ca. 10 per-
cent during the period 2001-2004.

Although observers of the Russian economy tend to take it for granted that high oil
prices are likely the most important factors shaping the economic boom experienced in
present-day Russia, we do not know exactly how these prices have influenced Russia's over-
all growth rates.2 The purpose of this paper is to consider how the increase in ail prices has
influenced Russia’'s GDP growth and how this effect was recorded in Russia’'s SNA statistics.
Special attention is devoted to the direct influence of high oil prices and to the impact of

1Director, Slavic Research Center, Hokkaido University, Kita-9, Nishi-7, Kita-ku, Sapporo, Japan (email:
shin@slav.hokudai.ac.jp). A draft of this paper was presented at the 37th National Convention of the American
Association for the Advancement of Slavic Studies, Salt Lake City, Utah on November 4, 2005. The author wishes
to thank Masaaki Kuboniwa for his support and Phillip Hanson for comments on an earlier draft. Partial funding in
support of research for this paper was provided by the Ministry of Education and Science in 2005 in the form of a
grant for research on Russian capitalism and the flow of financial resources.

2An OECD (2004, pp. 29-32) study analyzed the impact of high oil prices on growth by estimating growth in
average oil prices over the period 2000-2003. It concluded that Russian economic growth depended less on oil
prices than claimed by most Western economists.
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Fig. 1. Growth of GDP, oil production, and oil exports in Russia, 1996—-2005 (2005 data are for
January—September 2005, expressed as a percentage of the corresponding period in 2004). Sources:
Compiled by the author from various annual volumes of RSY, SEP, Tamozhennaya, and Belarus’, and
from websites of the Central Bank of Russia and Goskomstat Rossii.

trade margins produced by oil and gas, but recorded in the trade sector.3 The adverse effect of
high ail prices, i.e., the effect of Dutch disease caused by increases in foreign currency earn-
ings from oil exports (analyzed in Tabata, 2006), is hot discussed in this paper.

CONTRIBUTION TO GDP GROWTH BY SECTOR OF ORIGIN

Unlike its prominence in the international arena, the oil and gas industry’s contribution
to Russia’'s GDP is not necessarily spectacular. The contribution to GDP growth by sector of
origininreal termsis shown in Table 1, calculated from officially published data by Gos-
komstat Rossii (Federal State Statistics Service of Russia). In 1999-2000, i.e., during the
period of recovery from the financial crisisin 1998, the industrial sector’s contribution,
which includes that by oil and gas, was remarkable. Contributions by agriculture in 1999—
2001 and by construction in 2000 also deserve to be noted. Asfor the trade sector, it contrib-
uted 2.4 percent in the latter year and has become the largest contributor to Russia’'s GDP
growth since 2002.4 It is also noteworthy that data on the growth of value added (in real

3Throughout this paper, referencesto “oil and gas” include petroleum products.

4Throughout this paper, the expression “trade in narrow definition” includes retail and wholesale trade, pro-
curement, and catering, whereas “trade in wide definition” includes the aforementioned factors, to which informa-
tion-calculation services, real estate, and general commercial activities supporting market functions are added.
While “trade in wide definition” (or trade and intermediary services) is used in input-output tables, “trade in narrow
definition” isacategory in ordinary SNA statisticsin Russia.



SHINICHIRO TABATA 97
Table 1. Contribution to GDP Growth in Real Terms by Sector of Origin, 1996-2004
(in percent)
GDP and selected components 1996 1997 1998 1999 2000 2001 2002 2003 2004
Growth rate
GDP at market prices -36 14 -53 64 100 51 47 73 71
Goods production -59 07 -74 104 124 65 36 82 63
Industry -26 23 -48 102 111 49 40 75 61
Agriculture -53 25 -188 171 127 114 29 57 29
Construction -168 -54 -63 60 174 99 28 143 102
Service production -02 19 -34 23 69 36 56 69 79
Transporation and communications -45 -19 -34 96 61 57 58 87 95
Trade (in narrow definition) 19 52 -67 -20 121 39 82 109 101
Contribution to change in GDP

GDP at market prices -36 14 -53 63 100 51 47 73 71
Goods production 25 03 -30 41 51 26 15 33 26
Industry -0 06 -13 27 31 14 11 21 17
Agriculture -04 02 -13 10 08 07 02 03 02
Construction -14 -04 -04 04 12 06 02 09 07
Service production -0 10 -18 12 36 18 27 34 38
Transporation and communications -05 -02 -04 11 07 05 05 07 08
Trade (in narrow definition) 04 11 -14 -04 24 08 17 24 23

Net taxes on products -10 01 -06 09 13 07 06 09

Rate of contribution

GDP at market prices 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Goods production 689 216 558 648 509 515 310 451 358
Industry 188 437 237 430 307 270 234 282 238
Agriculture 97 121 235 154 79 129 37 46 24
Construction 396 -289 80 63 117 114 36 117 91
Service production 29 747 343 195 361 347 571 46.1 535
Transporation and communications 142 -153 70 169 70 90 99 96 110
Trade (in narrow definition) -101 789 271 -6.7 237 163 36.0 320 315

Net taxes on products 283 42 103 143 127 138 122 118

Sources: Calculated by the author from data on Goskomstat Rossii’s website [http://www.gks.ru].

terms) by the oil and gas sector, as well as by the subsectors within the trade sector (in
narrow definition), would provide a reasonable basis for calculating their contributions to
GDP growth. However, such data have not been published, even though industry and trade
have been the major locomotives for economic growth in recent years. Exceptionally, dataon
retail and wholesale trade (i.e., subsectors of trade) are available for 2000-2002, and will be

analyzed below.
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We should recall here that a portion of value added produced by oil and gas has been
recorded in other Russian sectors, mostly as transportation and trade margins of oil and gas,®
rather than in the country’s oil and gas sector (Kuboniwa, 2002; Tabata, 2002; Kuboniwa
et al., 2005; Gurvich 2004; World Bank 2004). Among others, Masaaki Kuboniwa and
Goskomstat Rossii jointly investigated this problem by using input-output tables to calculate
“actual” contributions of the oil and gas sector to GDP.¢ These data show that the share of
value added produced by oil and gasin Russia’s total GDP is not 6.5 percent (asindicated in
the published input-output table for 2002) but rather as much as 18.9 percent.

This significant difference of 12.4 percentage points leads usto believe that the contribu-
tion of oil and gas to GDP growth becomes much larger. In Table 2, | estimated their contri-
bution on the basis of the Kuboniwa-Goskomstat data. Here (i.e., in Table 2) the contribution
of transportation and trade margins of oil and gas and of net taxes on products in the oil and
gas sector are estimated on the basis of the contributions that these components have made to
GDP growth in nominal terms (see Table 4 below).” The contribution of the oil and gas sector
is calculated from data detailing the contribution of this sector to industrial growth in real
terms (see Table 5 below). These estimates indicate that the oil and gas sector contributed
7.1 percent in 2002 and 5.6 percent in 2003. The totals contributed by oil and gas reached
22.3 percent in 2000, decreasing to 7.5 in 2001, but recovering to 13.8 percent in 2002.

One might tend to believe that the total contribution of oil and gas to GDP growth is
rather small when compared with the size of value added displayed by the Kuboniwa-
Goskomstat data. But the difference was due to the small share of oil extraction in the oil and
gas sector, when one takes into account the value added produced by oil and gas that is
recorded and placed in other sectors of the Russian economy. While according to the pub-
lished input-output table for 2000, the share of oil extraction in the oil and gas sector is as
high as 73.1 percent, it decreases to 48.1 percent when we add all value added produced by
oil and gas to the subsectors of the sector (oil extraction, oil processing, and the gas sector),
in accord with the Kuboniwa-Goskomstat data.8 Among these three subsectors, only oil
extraction recorded higher growth rates than GDP in 2001-2004, as will be shownin Table 5.

In thisregard, | felt compelled to make atest calculation (shown in Table 3), assuming
that all amounts of value added produced by oil and gas were recorded in one of the three
subsectors and increased by the growth rates of the three.® The test calculation revealed that
the GDP growth rate decreased by 0.2 percent pointsin 2001 and 0.3 in 2004. Thus, my
calculation demonstrates that official GDP statistics in real terms overvalue GDP growth by

50utput of the trade sector is measured by the total value of trade margins realized on the goods that the trade
sector purchased for resale. A trade margin is defined as the difference between the price realized on a good pur-
chased for resale and the price that would have to be paid by the distributor for obtaining that good (SNA, 1993,
p. 137).

6We shall call them in this paper the “Kuboniwa-Goskomstat” data. Parts of these data were published in
Tabata (2002, p. 615), Kuboniwa (2004, p. 141), and Kuboniwa et al. (2005, p. 71). In addition, there are unpub-
lished data for 2002. Because the data have been cal culated by Goskomstat Rossii using input-output tables, they are
not as yet available for the years after 2002.

7For example, the contribution of trade margins is calculated from the contribution of the trade sector (in wide
definition) in real terms multiplied by the share of trade margins in the contribution of the trade sector (in wide defi-
nition) in nominal terms.

8This means that value added realized as transportation and trade margins and net taxes on products was larger
in ol processing and gas sectors than in oil extraction. In other words, “hidden profits’ that were transferred to other
sectors were larger in the former two sectors than in oil extraction.

9] used industrial growth rates of these three subsectors (see Table 5) as a proxy for growth rates of their value
added, admittedly weakening the estimatesin Table 3.
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Table 2. Estimated Contribution of Oil and Gas to GDP Growth in Real Terms, 1996-2004

(in percent)
GDP and selected components 1996 1997 1998 1999 2000 2001 2002 2003 2004
Contribution to change in GDP
GDP at market prices -36 14 -53 63 100 51 47 73 71
Industry -0.7 06 -13 27 31 14 11 21 17
Oil and gas sector -00 00 -01 00 02 02 03 04 03
Transporation and communications -05 -02 -04 11 07 05 05 07 08
Transportation -05 -03 04 06 05 02 02 04
Transportation margins of oil andgas -02 02 -02 -01 01 01 00
Trade (in wide definiiton) 04 14 -13 00 26 09 18 25
Trade (in narrow definition) 04 11 -14 04 24 08 17 24 23
Trade margins of oil and gas 01 04 -01 00 13 -02 04
Net taxes on products -10 01 -06 09 13 07 06 09
Net taxes on productsin the oil and gas
sector -06 00 -00 03 06 03 -01
Other -18 -05 -18 16 24 16 08 12 24
Oil and gas, total -08 07 -04 03 22 04 07

GDP at market prices

Industry 188 437 237
Oil and gas sector 08 25 14
Transporation and communications 142 -153 7.0
Transportation 142 -242 78
Transportation marginsof oil andgas 59 135 31
Trade (in wide definiiton) -10.7 100.0 24.9
Trade (in narrow definition) -10.1 789 27.1
Trade margins of oil and gas -28 319 21
Net taxes on products 283 42 103
Net taxes on productsin the oil and gas
sector 174 01 0.0
Other 493 -326 340
Oil and gas, total 214 481 6.6

43.0
0.6
16.9
9.1
-1.0
0.4
-6.7
0.2
14.3

55
254
52

30.7
19
7.0
4.6
0.8

26.1

23.7

13.3

12.7

6.2
23.6
22.3

Rate of contribution
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

270 234 282 238

4.8
9.0
4.2
11
18.2
16.3
-4.2
13.8

58
32.0
7.5

7.1
9.9
4.7
0.0
38.2
36.0
8.0
12.2

-1.2
16.2
13.8

5.6
9.6
59

334
32.0

11.8

17.0

45
11.0

315

33.7

Sources: Calculated by the author from data on Goskomstat Rossii's website [http://www.gks.ru]; Tables 4 and 5;

and the Kuboniwa-Gokomstat data.

recording value added produced by oil and gas in the trade and other sectors. However, the

degree of overvaluation proves to be fairly small.10

10The assumption adopted in Table 3 that the category for “other” in the test cal culation grows at the same rate
asin the case of official statistics might be one of the reasons for the small overvaluation. This might be true because
we could believe that the “other” grows at a slower rate after deducting a portion of value added of the trade sector
that is growing faster than GDP as awhole (Table 1). Certainly, it is rather strange that the “other” category grew
faster than the oil and gas sector in 2001 and 2004, as shown in Table 3, suggesting some weakness in the estimates.
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Table 4. Contribution to GDP Growth by Oil and Gasin Nominal Terms, 1996-2004
(in percent)

GDP and selected components 1996 1997 1998 1999 2000 2001 2002 2003 2004
GDP at market prices 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Industry 299 264 287 288 282 128 21.0 214 283

Oil and gas sector 62 49 18 83 103 18 55 — —
Transporation and communications 117 101 -17 69 71 80 84 76 64
Transportation 97 68 -32 57 61 62 70 62 —

Transportation marginsof oil andgas 4.1 -38 -13 -06 10 15 -01 — —

Trade (in wide definiiton) 153 187 46.0 311 288 244 284 245 —
Trade (in narrow definition) 134 114 320 235 218 140 203 196 182
Trade margins of oil and gas 40 60 38 134 147 57 60 — —
Net taxes on products 122 105 110 114 136 161 7.7 142 —
Net taxes on productsin the oil and gas

sector 75 03 00 44 67 68 -08 — —
Other 309 343 160 218 223 387 346 323 —
Oil and gas, total 218 73 44 254 328 44 107 __ _

Sources: Calculated by the author from data on Goskomstat Rossii's website [http://www.gks.ru] and the
Kuboniwa-Gokomstat data.

Table 4 shows the contribution to GDP growth by oil and gas in nominal terms. Evi-
dently, the contribution by the trade sector (in wide definition) has surpassed that by industry
since 1998, and the industry’s contribution, especially of the oil and gas sector, decreased
significantly in 2001. The total contribution by oil and gas, which amounted to 25.4 percent
in 1999 and 32.8 in 2000, decreased to a mere 4.4 percent in 2001. The decline in 2001
(28.4 percentage points) can be explained by the decreases in trade margins (20.4 points) and
in the oil and gas sector (8.5 points). While trade margins of oil and gas contributed 13—
15 percent of total GDP growth in 1999-2000, their contribution turned negative in 2001.
Trade margins of oil and gas were greatly influenced by exports of these commodities,
because about one half of the oil and one-third of the gas produced in Russia were exported
in recent years and export prices have been much higher than selling prices on the domestic
market. Actually, due to some decreases in world oil pricesin 2001, export trade margins
decreased from 650.4 billion rublesin 2000 to 473.1 billion in 2001, but rose to 575.4 billion
rubles in 2002 (calculated from input-output tables published in Sstema). Thus, the share of
export trade margins in the total trade margins of oil and gas decreased from 65.2 percent in
2000 to 50.2 in 2001 and 49.8 percent in 2002.

We could also detect the influence of tax reforms in the decrease of net taxes on oil
and gas in 2002, as shown in Table 4. While their contribution was 6.7-6.8 percent of the
total contribution in 2000-2001, it turned negative in 2002. In that year, excises on oil were
abolished and severance taxes (mineral extraction fees) on oil and gas introduced and
injected into the economy. While excises were included in the taxes on products, the sever-
ance taxes were not recorded astaxesin Russia's SNA statistics,! even though severance tax

1A Goskomstat statistician confirmed during the course of an interview with this author in September 2005
that they were recorded as property income, as was the case for payments for the use of subsoil (royalties) before
2002 (Tabata, 2002, p. 615).
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Table 5. Growth Rate and Contribution to Industrial Growth by Sector, 1996-2004
(in percent)

Industrial sector 1996 1997 1998 1999 2000 2001 2002 2003 2004
Growth rate
Total industrial production -45 20 -52 110 119 49 37 70 60
Electricity -27 -18 -23 -12 23 16 -07 10 03
Fuel -31 -04 -26 25 49 61 70 93 70
Oil extraction -7 14 -10 05 59 77 89 112 90
Qil processing 12 -08 -74 18 22 27 47 20 20
Gas -13 -14 08 22 23 04 32 52 30
Ferrous metals -48 09 -76 168 157 -02 30 89 50
Non-ferrous metals -36 60 -43 101 152 49 60 62 40
Chemicals -71 37 -57 235 149 49 07 46 60
Machinery -46 36 -86 174 199 71 19 92 100
Timber, pulp and paper -226 -04 04 178 134 26 24 15 30
Construction materials -265 -41 -63 102 131 55 30 64 50
Textiles and shoes -282 -39 -103 123 209 50 -34 -23 -70
Foods -93 -28 08 36 144 84 65 51 40
Contribution to change in total industrial production
Total industrial production -45 20 -52 110 119 49 37 70 60
Electricity -03 -02 -03 -01 02 01 -01 01 00
Fuel -06 -01 -05 05 08 10 11 15 12
Oil and gas -02 01 -03 02 08 09 11 14 11
Oil extraction -02 02 -01 01 07 08 10 13 11
Oil processing 00 00 -02 00 01 01 01 00 00
Gas 00 00 00 00 00 00 01 01 o00
Ferrous metals -04 01 -06 13 13 00 02 07 04
Non-ferrous metals -03 06 -04 10 15 05 06 07 04
Chemicals -05 02 -04 15 11 04 01 03 04
Machinery -09 07 -16 32 38 15 04 19 21
Timber, pulp and paper -12 00 00 08 06 01 01 01 01
Construction materials -10 01 -02 03 04 02 01 02 01
Textiles and shoes -07 -01 -02 02 04 01 -01 00 -01
Foods -15 -04 01 06 21 13 10 08 06
Rate of contribution to growth of total industrial production
Total industrial production 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Electricity 6.7 -103 49 -12 20 30 -17 12 04
Fuel 124 -36 89 42 70 197 303 220 197
Oil and gas 41 58 59 14 63 179 301 199 191
Oil extraction 43 83 23 06 55 165 259 181 177
Oil processing -07 -11 40 04 05 13 28 06 07
Gas 05 -13 -03 04 03 01 14 12 08

(table continues)
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Table 5 (Continued)

Industrial sector 1996 1997 1998 1999 2000 2001 2002 2003 2004
Ferrous metals 88 37 118 120 110 -04 6.6 103 6.9
Non-ferrous metals 77 291 83 93 129 104 169 94 70
Chemicals 105 120 72 140 91 75 14 48 71
Machinery 190 334 311 287 321 298 108 271 351
Timber, pulp and paper 271 09 -03 73 54 26 31 10 22
Construction materials 228 -64 36 27 32 33 24 27 24
Textiles and shoes 157 37 35 19 30 19 -17 -06 -18
Foods 338 -21.8 -23 52 178 258 273 116 104

Sources: Growth rates are from RSY, 2001, p. 337; 2004, p. 359; and Rossiya, 2005, p. 187. Contributions are
calculated by the author from the share of each sector in 1999 (Rossiya, 2004, p. 184) and its growth rates.

revenues from oil became one of the most important sources of state budget income (Tabata,
2006).

Let us now look at the two major sectors, i.e., industry and trade, in greater detail,
because these two sectors have mostly determined Russia’'s GDP dynamics in recent years.
Table 5 illustrates the contribution of the oil and gas sector to industrial growth in real
terms.12 Note that these data do not represent value added (official datain real terms have not
been available), but rather total output of each sector. During the period from 1999 to 2001,
the contribution rate of another sector, namely machinery, amounted to around 30 percent,
followed by chemicals and non-ferrous metals (around 10 percent each). The contribution of
ferrous metals also yielded around 10 percent in 1999-2000, but turned negative in 2001.
Foods contributed at a remarkably high rate during the 2000-2002 period, reflecting in part
good agricultural performance in 1999-2001 (see Table 1). The contribution of fuels became
significant as late asin 2001, mostly due to the contribution of oil extraction. Most notably,
in 2002, the contribution of the entire oil and gas sector became the largest among industrial
sectors, partly due to the substantial decrease in the contribution by machinery in that year. In
subsequent years, the contribution of the oil and gas sector or of oil extraction remained the
second largest after machinery.13

Table 6 shows the value added by retail and wholesale trade sectors published for
the first time by the Goskomstat Rossii in Torgovlya (2003, p. 24). It should be emphasized
that although the share of the trade sector (in narrow definition) amounted to about 22 percent
of the total GDP at basic prices in 2001-2003 (Natsional’ nyye, 2004, p. 63), detailed data
within the sector (i.e., in terms of value added and output) had not been published until 2003.
Therefore, the data shown in Table 6 are fairly important and worthy of careful analysis.

12| n cal culating the contribution of each sector in Table 5, | used the share of each sector in 1999 and its growth
rates, because shares of each sector in 1999 prices in the years 1995 to 2004 were published in Rossiya and other
Goskomstat Rossii statistical handbooks, which tends to suggest that the growth rates of each sector have been cal-
culated by the Goskomstat from data at constant prices of 1999. However, there is a considerable margin of error in
estimates for 1996-1999 in Table 5.

13Because these data are used in Table 2, the contribution by the oil and gas sector in that table has been quite
large, amounting to ca. 5 percent per annum, since 2001. As noted in the preceding footnote, Goskomstat Rossii’s
growth data were based on the constant prices of 1999. Had they been based on prices after the year 1999, the con-
tribution of the oil and gas sector might have been larger.
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Table 6. Value Added by Retail and Wholesale Trade Sectors,
1999-2002

Trade (in narrow

definition) and GDP 1999 2000 2001 2002

At current prices (bill. rubles)a

Trade — 15455 18118 22385
Retail trade — 498.7 652.7 792.1
Wholesale trade — 1,043.0 11543 14411
Other — 3.8 4.8 5.3

Growth rate (in percent of previous year)2

Trade — 112.1 103.9 108.1
Retail trade — 105.5 108.4 108.2
Wholesale trade — 117.6 101.8 108.1

At constant 2000 prices (bill. rubles)

GDPr 6,6386  7,3056 7,677.6 80418

Traded 13787 15455 16061 1,737.1
Retail tradec 472.7 498.7 540.6 584.9
Wholesale trade® 8869 11,0430 1,061.8 1,147.8

Contribution to change in GDP (in percent)d

GDP — 10.0 51 4.7

Trade — 25 0.8 17
Retail trade — 0.4 0.6 0.6
Wholesale trade — 24 0.3 11

aData from Torgovlya, 2003, p. 24.

bFigures for 2000-2002 are from Goskomstat Rossii's website [http://www.gks.
ru], and those for 1999 are cal culated from figures and growth rates for 2000.
cCalculated from figures for 2000 and growth rates.

dCalculated from figures at constant prices.

From this table, it is apparent that two-thirds of the value added by trade (in narrow defini-
tion) can be accounted for by wholesale trade, which is known to include foreign trade.14
While retail trade increased steadily in 2000-2002, wholesal e trade fluctuated from a high
growth rate in 2000 (17.6 percent) to alow one in 2001 (1.8 percent), which obviously deter-
mined the trend of the entire trade sector. These published data have enabled me to calculate

14t is obvious from Torgovlya (2003, p. 24) that trade in narrow definition includes foreign trade. In Russia's
SNA statistics for 1993, foreign trade was not included in wholesale trade (Goskomstat RF and World Bank, 1995,
p. 122). It is noteworthy that retail trade in 1993 accounted for 89.5 percent of the value added by the trade sector
excluding foreign trade, while wholesale trade accounted for only 5.8 percent (ibid.). Now, in the same year, foreign
trade is estimated to have accounted for 30.6 percent of value added of the trade sector (in narrow definition) (ibid.,
pp. 120, 122). If we add foreign trade to wholesale trade, the share of retail trade in value added by the sector
amounts to 62.1 percent and that of wholesale trade to 34.6 percent in 1993. These data for 1993 were published,
because for that year SNA statistics were compiled for the first time in Russia. In subsequent years, corresponding
data have not been published, as was noted above.
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the contribution of retail and wholesale sectors to GDP growth given in Table 6. The result
also demonstrates the steady contribution by retail trade to GDP growth in 20002002 and
the highly fluctuating contribution by wholesale trade, ranging from 2.4 percent in 2000 to as
little as 0.3 percent in 2001.15 We can thus argue that the dynamics of oil and gas trade
margins constitute one of the most significant determinants of the fluctuation observed in
wholesale trade.16 Actually, according to published statistics characterizing large and
medium-sized organizations in wholesale trade (Torgovlya, 2003, pp. 139-140), organizations
engaged in trade of “solid, liquid and gaseous fuels and related products” accounted for
61.3 percent of the total wholesale turnover and 79.8 percent of the total output in 2000.

As shown in Tables 1 and 2, the trade sector contributed to 2.3-2.4 percent of GDP
growth in 2003-2004, more than any other sector of the economy. Because the contribution
to the GDP growth rate by retail tradein 2003—2004 is estimated at ca. 0.6 percent (by taking
into account a strong correlation between value added by retail trade and retail trade turn-
over), the remaining contribution of the trade sector in 2003—2004 (1.7-1.8 percent) is
deemed to be forthcoming from whol esal e trade.

To summarize the above, the direct influence of increases in oil and gas export revenues
could be detected in the increased contribution of the wholesale trade sector. Trade margins
of oil and gas included in the wholesale trade sector are estimated to have contributed no
more than 1.0 to 1.5 percent to GDP growth in 2003-2004, as was the case in the year 2000
(see Table 2).

One might argue that the increase in export prices of oil has had some effect on GDP in
real terms and that all was due to inappropriate treatment of value added by oil and gas, not
recorded and thus not reflected in Russia's 0il and gas sector statistics. However, as my test
calculations in Table 3 demonstrate, the effect of the inappropriate treatment is quite small.
On the other hand, one might argue that the increase in export revenues due to the increase in
ail prices should influence GDP growth, because it enhanced the well-being of the Russian
population due to improvement in the terms of trade. This type of argument is related to the
notion of the so-called “trade gain” (or loss) that measures real gross domestic income (GDI)
introduced by the System of National Accounts (SNA, 1993, pp. 404-406). However,
Goskomstat Rossii did not explicitly consider that notion, it is not reflected in its data up to
the present time.

A “secondary effect” of high oil prices or of the increase in oil export revenues can be
detected in the increase in retail trade. Needless to say, one can also visualize indirect
influences in other sectors, such asincreasesin investments in the oil and gas industry, in the
production of consumer goods, and in the provision of charged services.

CONTRIBUTION TO GDP GROWTH BY FINAL USE

Table 7, which shows the contributions to GDP growth by final usein real terms,
indicates that the contribution of household consumption has been the largest among the
final use components since 2000. It has contributed steadily 3.5-5.3 percent to GDP growth
in 2000-2004. Since 2003, the contribution from gross capital formation has become

15Figures denoting trade in current prices in 2001 and 2002 and the growth rate in 2002 were subsequently
revised, but | used the ones published in Torgovlya in Table 6 for the sake of consistency. However, there are incon-
sistencies among the figures for 2000, probably due to errors in estimating them at constant 1999 prices.

16Note that a small portion of oil and gas trade margins is known to be included in a sector called “general
commercial activities for securing market functioning,” a constituent of the trade sector in wide definition.
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Table 7. Contribution to GDP Growth by Final Usein Real Terms, 1996-2005 (in percent)

Components 1996 1997 1998 1999 2000 2001 2002 2003 2004 20052
Growth rate
GDP -36 14 -53 64 100 51 47 73 72 6.2
Final consumption -26 28 -21 -12 56 68 70 62 84 9.0
Households -49 50 -34 -29 73 95 85 75 107 113
Government 31 -24 10 31 20 -08 26 22 23 2.6
Non-profit organizations
serving households 06 -08 05 -14 16 19 08 11 08 0.9
Gross accumulation -140 -41 -452 -6.6 752 167 -26 132 136 107
Gross capital formation 212 -79 -124 64 181 102 28 128 108 9.6
Changesin inventories 27 79 — — — 765 -337 167 364 151
Net exports 220 -59 1318 79.2 -159 -132 32 30 -11.0 -242
Exports 37 -05 19 112 95 42 103 125 123 6.6
Imports 13 04 -174 -170 324 187 146 17.7 235 183
Contribution to change in GDP
GDP -36 14 -53 63 100 51 47 73 72 6.2
Final consumption -19 20 -15 -09 39 42 44 40 57 6.2
Households -25 25 -17 -15 35 43 40 37 53 5.7
Government 06 -05 02 06 04 -01 04 03 04 0.4
Non-profit organizations
serving households 00 -00 00 -00 00O 00 00 00 00 0.0
Gross accumulation -36 -09 -97 -08 82 31 -05 26 28 2.3
Gross capital formation -45 -14 -19 09 26 17 05 22 20 16
Changesininventories 09 04 -78 -17 56 14 -10 03 08 0.7
Net exports 07 -02 53 78 -26 -26 05 05 -12 -24
Exports 11 -01 06 37 33 19 45 57 43 24
Imports 03 01 -47 -40 59 45 40 52 56 4.8
Statistical discrepancy 11 06 06 03 05 04 04 03 -01 0.1
Rate of contribution
GDP 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Final consumption 524 1447 287 -147 392 822 921 540 79.6 1002
Households 69.1 1805 324 -243 348 841 842 498 739 928
Government -165 -347 -35 101 42 -23 78 41 55 7.2
Non-profit organizations
serving households -02 -11 -03 -05 03 04 02 02 01 0.2
Gross accumulation 98.8 -684 1816 -130 815 615 -115 347 387 374
Gross capital formation 1239 -995 363 144 261 340 103 303 273 265
Changesin inventories -250 31.1 1453 -274 554 275 -21.8 44 114 109
Net exports -20.8 -179 -984 1222 -26.1 -519 111 6.7 -174 -394
Exports -30.3 -105 -10.7 59.0 330 365 945 781 605 387
Imports 95 74 877 -632 59.1 883 834 714 778 781
Stetistical discrepancy -305 416 -119 55 54 82 83 45 -10 18

aJanuary—September 2005 as a percentage of the same period in 2004.
Sources: Calculated by the author from data on Goskomstat Rossii's website [http://www.gks.ru].



SHINICHIRO TABATA 107

significant, amounting to 2.0-2.2 percent in 2003—2004. Rather obviously, Russia’s eco-
nomic boom is characterized by personal consumption—ed growth fueled by oil and gas
export revenues.

Official SNA data (Natsional’ nyye, 2004, p. 74) indicate that around 70 percent of
household consumption has been accounted for by purchases of goods and around 20 percent
by purchases of services. These two items correspond to the amounts of retail trade turnover
and charged services, both in real and in nominal terms. Because retail trade turnover has
grown more rapidly than charged services, purchases of goods must have contributed to GDP
growth much more than purchases of services.1” A rough calculation based on data of retail
trade turnover and charged services indicates that 81 to 96 percent of growth in household
consumption in the years from 2000 to 2004 was brought about by purchases of goods. It fol-
lows (also from Table 7) that purchases of goods by households contributed to GDP growth
between 3.0 and 4.5 percent annually during the 2000—-2004 period.

In 19992004, 4044 percent of retailed goods were officially reported to be imported
(RSY, 2004, p. 507; Rossiya, 2005, p. 267).18 These data reconfirm that the increase in retail
trade was “financed” by the increase in oil export revenues. Thus, the former represented the
secondary effect of the latter. It can now be estimated on the basis of data from figures anal-
yzed above that consumption of imported goods by households contributed 1.2 to 2.0 percent
annually to GDP growth during the period 2000—2004.

Although Russian imports shrank in 1999 due to the devaluation of the ruble, they
rapidly recovered and reached the pre-crisis level in 2003. As shown in Table 8, Russian
imports from non-CIS countries increased by 2.6 times, from $21.9 billion in 1999 to $57.9
billion in 2004.1° More rapidly, imports of machinery increased by 3.3 times, from $7.9 bil-
lion to $26.4 billion. Machinery imports accounted for 51.5 percent of the total increase in
that period, chemicalsfor 18.1 percent, and foods for 11.2 percent. Accordingly, the share of
machinery in imports from non-CIS countries increased from 36.2 percent in 1999 to
45.7 percent in 2004. It further increased to 47.7 in January—November 2005.

It is noteworthy that Russian machinery imports include many consumer durables.
Because there have been no data showing the share of consumer goodsin machinery imports,
| calculated major items of machinery imports from detailed customs statistics (Table 9). As
shown in thistable, 27.2 percent of machinery, equipment, and vehicleimports from non-CIS
countries were accounted for by vehicles (mostly passenger cars), whereas 23.8 percent was
electrical machinery for household use. Moreover, Code 84, which covers many investment
goods such as machinery for industrial production, includes some electrical machinery for
household use (e.g., washing machines). We can thus estimate that more than half of the
imported machinery consisted of consumer durables. And if we take into account imports of
foods and textiles (shown in Table 8), it becomes obvious that imports of consumer goods
contributed significantly to the increase in total imports. In addition, we should take account
of the so-called shuttle trade, most of which consists of consumer durables, but is not

17The fact that purchases of goods have grown more rapidly than purchases of services, while the shares of
purchases of goods and those of services in household consumption have been stable, indicates that prices of ser-
vices have grown more rapidly than those of goods. Thisis awell-known recent phenomenon in Russia.

18This share was 48-54 percent in 1995-1998 as a result of the appreciation of the rublein real terms.

19Because imports from non-CI'S countries have been more significant in Russian imports of consumer goods,
especially of machinery for households, than those from CIS countries, | analyze here imports from non-CIS coun-
tries. In 2004, imports from non-CIS countries accounted for 76.6 percent of total Russian imports (Rossiya, 2005,
p. 394).
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Table 8. Commodity Structure of Russia's Imports from Non-CIS Countries, 1995-2005

Commodity structure 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 20052

In billion dollars

Total 331 319 389 323 219 223 307 36.0 441 579 704
Foods and agricultural

raw materials 96 78 101 86 63 53 73 86 94 104 120
Mineral products 10 10 11 08 04 04 04 04 05 06 07

Chemicals and rubber 38 49 61 50 37 46 61 64 81 102 127
Timber, pulpandpaper 10 14 17 14 09 10 13 16 20 23 24
Textiles, shoes and

leather 17 15 14 10 07 09 14 17 20 23 26
Metals and precious

stones 17 20 18 15 12 11 15 18 22 32 39
Machinery and

equipment 128 121 152 127 79 81 114 139 180 264 335
Other 15 13 15 11 08 08 13 15 19 25 26

In percent

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Foods and agricultural

raw materials 291 244 260 268 288 238 237 239 214 179 170
Mineral products 30 32 28 26 20 17 14 11 12 10 10

Chemicals and rubber 114 155 157 156 168 207 198 178 184 176 18.1
Timber, pulpandpaper 30 43 43 45 39 45 44 43 45 40 35
Textiles, shoes and

leather 52 47 37 31 34 42 46 48 45 41 36
Metals and precious

stones 50 61 46 46 53 50 48 50 51 55 55
Machinery and

equipment 387 378 391 393 362 363 372 387 407 457 4717
Other 46 40 39 35 36 38 42 42 42 42 37

aJanuary—November 2005.
Sources: Compiled by the author from RSY, 2002, p. 620; 2004, p. 656; Rossiya, 2005, p. 404; and the website of
the Federal Customs Service of Russia [http://www.customs.ru/ru/].

included in customs statistics. For example, in 2004, the amount of the shuttle trade was esti-
mated at nearly $18 billion vis-a-vis $57.9 billion of total imports in Table 8.20 Thus, the
actual contribution of consumer goods to the increase in imports must have been much
larger. Because imports increased rapidly, net exports did not contribute much to GDP
growth except in 1999, when they provided the driving force for the economic recovery
(Table 7). While we see robust contributions by exports in 2002-2004 (by 4.3-5.7 percent),

20In 2004, according to the balance-of -payments statistics that include estimates of the shuttle trade, Russian
imports from non-CI'S countries amounted to $76.4 billion [http://www.cbr.ru/]. Most of the difference ($18.5 bil-
lion) between thisamount and the figure in Table 8 ($57.9 billion), based on customs statistics, was accounted for by
the shuttle trade.
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Table 9. Russian Imports of Machinery from Non-CIS Countries in 2004

Volume
Code Commaodity million
dollars percent
84 Nuclear reactors, boilers, machinery and mechanical appliances 10,279.9 38.9
84.19  Machinery for heating, cooking, cooling etc. 625.6 24
84.50  Washing machines 530.5 20
84.71  Automatic data processing machines 966.0 37
85 Electrical machinery and equipment 6,291.7 238
85.17  Electrical apparatusfor line telephony or line telegraphy 1,096.6 42
85.25  Transmission apparatus for radio broadcasting or television 1,006.9 38
86 Railway or tramway locomotives 107.5 0.4
87 Vehicles other than railway or tramway rolling-stocks 7,181.2 27.2
87.03 Motor cars and other motor vehicles 4,978.4 18.8
87.08  Partsand accessories of the motor vehicles 795.1 30
88 Aircraft and spacecraft 421.0 16
89 Ships, boats and floating structures 146.2 0.6
90 Optical, photographic, cinematographic, measuring, checking,
precision, medical or surgical instruments and apparatus 1,995.6 7.6
90.18  Instruments and appliances used in medical, surgical, dental or
veterinary sciences 587.2 22
84-90  Machinery, equipment and vehicles 26,423.0 100.0

Sources: Calculated by the author from data in Tamozhennaya, 2005, pp. 23-27 (two-digit code) and
Tamozhennaya, 2005, pp. 565-655 (four-digit code extracted from the six-digit code listed), excluding items
worth less than one million dollars.

contributions by imports have been overwhelming—4.0-5.9 percent in 2000-2005. As
shown in Table 10, changes in exports and importsin rea termsin GDP statistics have cor-
responded quite well with the quantity indexes of exports and imports that have been
calculated and published by the Federal Customs Service of Russia.2! The almost perfect
accordance of changes in exports in real terms with its quantity index, shown in Figure 2,
seems to indicate an appropriate deflation. Actually, the dynamics of the price index of
exports reflects the changes in oil export prices. We could thus say that there is no direct
influence of high ail prices on GDP growth in real terms, if we analyze fina use.

I note in passing the significant contribution to GDP growth made by changes in
inventories, reaching 5.6 percent, or 55.4 percent of the total contribution in the year 2000
(Table 7). More than half of GDP growth in that year was brought about by changesin
inventories. In nominal terms, there was no significant contribution from changes in inven-
tories, which amounted to 21.4 billion rublesin 1999 and 133.7 hillion in 2000.22 Its rate of

21Masakova (2004) suggested that, in GDP statistics, exports and imports in real terms were calculated by
Goskomstat Rossii by using quantity indexes of 10 major commodity groups that were calculated by the Federal
Customs Service. These indexes of 10 major commodity groups have never been published.

22Calculated from Goskomstat Rossii’s website [ http://www.gks.ru].
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Table 10. Changes in the Exports and Imports of Russia, 1996-2004
(in percent of previous year)

— = Quantity index

Trade

Termsandindex 1996 1997 1998 1999 2000 2001 2002 2003 2004
Exports  Inreal terms 103.7 995 1019 111.2 1095 1042 1103 1125 1123
Quantity index 100.1 101.8 99.7 1094 1102 1028 1105 111.7 110.7
Price index 1086 981 842 921 1282 936 961 1120 122.7
Imports  Inreal terms 101.3 1004 826 830 1324 1187 1146 117.7 1235
Quantity index 98.1 1211 89.0 844 1292 1298 117.8 1220 1242
Price index 100.2 948 923 821 867 944 936 1017 106.1

Sources: Calculated by the author from Table 7 (real terms) and customs statistics (quantity and price indexes,
Tamozhennaya).

contribution to GDP growth in nominal termsin 2000 was only 4.5 percent of the total. In
real terms, when expressed in 1995 constant prices, they registered a negative 50.3 hillion
rublesin 1999 and a positive 27.9 billion in 2000. This change from a minus to a plus (a net
swing of 78.2 billion rubles) contributed rather significantly to GDP growth in 2000. The
increase in inventoriesin 2000 was partly due to a significant increase in agricultural produc-
tion during the year, as shown in Table 2.23

CONCLUSION
There has been little direct influence of high oil prices on GDP growth in Russia. In this

sense, oil price increases have been appropriately deflated in Russia’'s GDP statistics. It is
reasonably clear that the data analyzed in this paper show that the increase in oil export

23This was confirmed by Goskomstat statisticians during the course of an interview with this author in March
2002. They frankly admitted that there are some weaknesses in the calculation of changes in inventories, especially
inreal terms, during another interview with this author in August 2005.
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revenues due to high oil prices prompted a considerable increase in personal consumption,
nearly half of which was traced to imports. We can therefore characterize the Russian eco-
nomic boom as personal consumption—ed growth fueled by oil and gas export revenues.
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