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Abstract:

The article raises the issue of actualization of various methods of state support for the import substitution

program, depending on the needs of different industrial sectors in stimulation. The main theoretical
approaches to the classification of import substitution methods and the formation of socio-technological types
of the import substitution process in the Russian Federation are considered. The main objectives of the import
substitution process under the conditions of sanctions and restrictive measures taken against the Russian
economy by the West have been determined. The most promising industrial sectors for the introduction of
import substitution tools are identified. The mechanism of state support for import substitution in the regions,
as well as measures for its implementation, is presented.

1 INTRODUCTION

The transformation of global foreign economic
processes, which play an important role in the life
support and industrial development of the Russian
Federation, has given the search for trajectories of the
development of our country's economy a priority
status in the face of sanctions pressure and the
aggravation of the situation in the political arena. This
circumstance has become fundamental for the state
before starting the search for potential opportunities
for the economic development of Russia and its
regions. Over the past 9 years, one of the most
effective measures to influence domestic and foreign
economic policy has been the import substitution
program. The implementation of this program makes
it possible to make the transition from the donor-raw
material mechanism of the country's economy to the
development and transformation of its own industrial
and innovative capabilities. Today, some measures
of state support for enterprises working towards the
production of import-substituting goods allow us to
speak about their effectiveness. However, mainly
strategic issues need to be addressed: conducting an
active economic policy within the country, ensuring
national security, modernizing industries and
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developing regional industries. The effectiveness of
the current import substitution program largely
depends on the relevance of assessing the potential
opportunities for the introduction of import
substitution mechanisms on the territory of the
subjects of the Russian Federation. In this regard,
there is a need to develop a system, methods and
forms of implementation of the state import
substitution program. In many ways, the success of
this operation depends on the research of the social
significance of import substitution in each of the
production sectors of the industrial cluster. In this
regard, the issue of the relationship between the
classification of various types of import substitution
and state support measures should be updated. The
obvious fact is that state incentive programs are the
main tool for the stable functioning of production
processes and their modernization. Prior to the latest
extensions of the packages of sanctions restrictions in
2021-2022, acting against Russia from the West, it
was obvious that the period of active participation of
Russian companies in the globalization of the
economic process prevailed. During this time, the
issue of solving the existing problems of import
substitution in the industries was carried out through
integration into the world economy using components



and mechanisms of foreign production. This trend has
shown the dangerous dependence of Russian business
on imported goods. There is still tension in
maintaining the competitiveness of enterprises whose
activities are aimed at the production of export goods.
The information obtained from open statistical
sources on the effectiveness of the state import
substitution program allows us to conclude that
systematic errors are allowed in the management of
the package of implemented measures that stimulate
domestic production. The system of state control over
the results of the program development is
insufficiently developed, which does not allow us to
fully evaluate the entire set of state regulation tools in
the field of the domestic economy. It is obvious that
the approach to establishing import substitution as a
global economic process of the Russian Federation
under sanctions requires the redistribution of budget
funds in favor of those support programs that have
effectively proved themselves in solving import
substitution problems. These are programs that
provide for the development of the country's
industrial cluster, the policy of introducing
innovations into production, the agricultural sector, as
well as the development of the socio-technological
sphere. In this regard, the purpose of the work is to
identify rational and effective methods of state-
technological types of import substitution. To achieve
this goal, it is necessary to analyze the existing
methodological approaches to the classification of
types of import substitution at the present stage and
justify priority directions for the development of
import substitution policy in the Russian Federation.

2 MATERIALS AND METHODS

As part of the study of the dependence of the domestic
import substitution policy on the needs of industrial
sectors in the use of specific measures of state
support, the study of theoretical and methodological
approaches to the classification of import substitution
on various grounds was carried out. The analysis of
literature sources on current problems of import
substitution in the Russian Federation allowed us to
identify a number of authors who develop the theory
of import substitution and introduce new approaches
to updating the shortcomings of mechanisms for
stimulating import-substituting industries. In the
process of searching and substantiating the
achievements of the state policy in the field of import
substitution, the method of statistical processing of a
number of data was used, as well as an analytical
method — in assessing the effectiveness of the system

of measures of sectoral state support for industrial
enterprises. Scientific and practical works of modern
scientists and economists, as well as open statistical
sites - the websites of the Ministry of Economic
Development, Rosstat and the Ministry of Industry
and Trade of the Russian Federation are used as
sources of information. A review of literary sources
and an analysis of the latest publications of the
scientific community on the topic of the formation of
an effective set of state support measures for modern
import substitution in Russia allowed us to identify
the main problems and summarize the main results of
the strategic initiatives of the state in the field of
stimulating the domestic economy in the conditions
of the sanctions industrial crisis. The author's
classification of import substitution types is proposed
depending on their social significance and a specific
industrial sector. Within the framework of the study,
methods of analyzing actual digital data and their
statistical processing were of particular relevance.
This made it possible to identify the sequence of
implementation of state support measures in
conjunction with the existing economic potential of
the Russian Federation. The following research
methods were chosen: the method of assessments and
scientific abstractions, methods of classification and
systematization of data, information and analytical
methods. The general scheme of regional state
support measures within the framework of the import
substitution policy and the control bodies over them
allowed us to create such practical methods as the
method of data visualization and the method of a
systematic approach in assessing theoretical and
practical information sources. This made it possible
to achieve the goal of the study and to reveal the
potential of the possibilities of state regulation of the
implementation of various types of import
substitution in Russia.

3 LITERATURE REVIEW OF
MAJOR SOURCES

The need for the active participation of the state in the
implementation of the import substitution policy is
touched upon by many Russian and foreign scientists.
The issues of the relationship between control over
the development of import-substituting industries and
national economic security were raised by such
economists as P. Lindert, A. Straug, M. Bruno
(Vasilyeva, 2017). The same topic was addressed by
domestic researchers of import substitution: S.P.
Utyatsky, O.A. Mironova, N. I. Semenova. The



dynamic processes of macroeconomics and domestic
import substitution were considered by Russian
scientists P.A. Kadochnikov, A.P. Kireev, P.
Kaznacheev (Popova, 2022). The influence of import
substitution mechanisms on Russia's participation in
world trade was studied by E.F. Baranov, N.N.
Volkova, A.N. Mustafin (Mustafin, 2022). A.G.
Stolbovskaya and N.D. Yeletsky talk about the need
to draw up a clear, consistent plan for the introduction
of mechanisms for state stimulation of domestic
production without loss of quality properties. They
tend to the point of view that foreign economic
limiting processes for Russia are not a set of
problems, but a number of tasks for active
implementation, which will allow our country to
reach a qualitatively new level of participation in
global macroeconomic processes, to acquire new
trade ties. The evaluation of the results of the
introduction and implementation of the import
substitution program in the industry-specific sectors
of the Russian economy was carried out by such
researchers as S.D. Bodrunov, O.V. Starovoitova
(Vasilyeva, 2017). Despite the slow pace of
increasing export commodity diversity in Russia due
to sanctions pressure, as well as the weak influence of
small and medium-sized business sectors on the
pricing of manufactured products, quite progressive
methods of influence are being used today to increase
the economic potential of regions and the country as
a whole. This is confirmed in their works devoted to
the identification of rational instruments of import
substitution policy, the authors E.G. Animitsa, E.V.
Lyadova, N.G. Glushich, N.V. Krivenko (Krivenko,
2020). They speak positively in the direction of the
development and use of the state support system, the
development of the domestic manufacturing sector,
improving the quality characteristics of products in
conjunction with the improvement of applied
technological and innovative solutions. According to
P.E. Animitsa and Sh.N. Gatiyatullin, the integral
links of the success of the state policy in the field of
import substitution are the attraction of qualified
personnel, the reorganization of the education system
and the elimination of the personnel deficit
(Vasilyeva, 2017).

Many researchers agree that the success of the
implemented instruments of the state policy depends
on understanding the essence of import substitution
as an economic and socio-technological process.
Russian and foreign scientists have been forming
various theoretical approaches to the definition of
import substitution and its essence for several
decades. Therefore, today we have many points of
view on this issue. This gives rise to the actualization

of the creation of a clear conceptual apparatus of the
import substitution process in modern economic
conditions for macroeconomics in general and for
Russia in particular. For example, A.Yu. Ershov and
E.N. Nazarchuk consider import substitution as a
mechanism for increasing the production of domestic
products while reducing the share of consumption of
goods of imported origin (Balashova, 2022). N.N.
Evdokimov, J.-L. Truel, Y.N. Pashchenko and S.A.
Zhironkin speak of import substitution as a special
state policy in the process of restoring the
competitiveness of national industry and economy,
based on the innovative development of industrial
sectors (Evdokimov, 2016). According to the Russian
information and analytical portal "Import
substitution” is a national process of replacing the
share of imports with goods of domestic production,
which is formed and regulated by the state at the
domestic level.

Since import substitution is not only the process
of replacing imported products with analogues of
domestic production, but also a strategic state
initiative that improves the quality of manufactured
products and stimulates the introduction of innovative
developments in various industries, the author of the
article in the process of studying the theoretical and
practical aspects of import substitution identified and
proposed his own concept of this process: "Import
substitution is a strategy of economic functioning and
development of the state, the main task of which is to
reduce the country's global dependence on imported
products and services by launching its own industrial
production in specific sectors of the economy, aimed
at manufacturing and selling innovative high-quality
products both in the domestic and foreign markets".
According to this definition, the import substitution
strategy largely depends on the formed features of
each production industry. Therefore, measures of
state support for the effectiveness of the import
substitution policy should primarily be based on
forecasts of possible development paths in
conjunction with the specifics of the formation,
problems of industry clusters and their social
significance (Balashova, 2022).

Over the past decade, socio-economic studies
devoted to the creation of a classification of import
substitution on a number of grounds have been
particularly relevant. For example, depending on the
degree of state regulation, O.V. Starovoitova defines
import substitution as a state policy and an economic
process (Vasilyeva, 2017). It also considers the
creation of an implemented classification of import
substitution by purpose, the significance of import-
substituting products, by the instruments of state



regulation used (restrictive and stimulating).
V.K.Falcman determines the expediency of import
substitution measures based on their availability in
industrial sectors: in some it is not required (usually
these are self-sufficient industries with a high share
of innovative technologies, modernization of
production facilities and export of products), and in
others it is difficult or possible (Falcman, 2015). L.V.
Vasilyeva summarizes the classification features of
import substitution. The most significant signs, in her
opinion, are priority industrial sectors. This model
allows us to justify the rationality of measures of state
regulation of the import substitution process, taking
into account the macroeconomic goals of the country,
the existing production potential of industries and
regions, as well as the mechanism for attracting
investment financial flows (Vasilyeva, 2017).

4 RESULTS AND DISCUSSION

The author's concept of import substitution as an
economic process simplifies the understanding of its
role both in the domestic market of the country and in
foreign economic trade relations with other partner
countries. However, in choosing priority tasks and
mechanisms for transforming the economy through
import substitution in specific industries, it is first of
all necessary to understand what goals the state
pursues by implementing an import substitution
policy. In the context of sanctions and restrictive
measures taken against the Russian economy by the
West, the main goals of the import substitution
process are to increase the share of agricultural
production (import protectionism), transition to self-

sufficiency, as well as export transformation
[Moiseev, 2022]. This will ensure the protection of
Russian manufacturers from competition with foreign
manufacturers in the domestic market of the country
and will create opportunities for the search for
strategic economic partners of our state on the world
stage.
According to the import statistics of the Russian
Federation for the period from February 2021 to
January 2022, the main imported goods in Russia
from external trade sources were:
= Machinery, technological equipment and
electrical equipment — with an import share of
31.1 %;

= Chemical industry goods — 12.2 %;

= Transport units (agricultural, passenger, freight
transport) — 11.1 %;

=  Rubber and plastic products — 6 %);

= Textile goods, fabrics — 4.4 %;

= Food, beverages, tobacco and plant products —
8.2% (Heidemann, 2022).

It is the development of these categories that the
Russian government pays close attention to. These
are both instruments of protectionism and measures
to stimulate domestic production. Thanks to the use
of some effective tools — export tariff restrictions,
financing and subsidizing small and medium-sized
businesses, support for local regional production,
direct investment in world-class production,
digitalization of the industrial sphere — it was
gradually possible to reduce the dependence of the
national economy on imported technologies and
goods.

Data on Russian production volumes for the
period from 2017 to 2021 are shown in Table 1.

Table 1: Results of domestic production of the main types of products by industry in the Russian Federation according to the
measures taken by the state support of the country's industrial cluster for 2017-2021 (compiled by the author according to the

Rosstat website).

Industrial sectors: main annual Performance indicators of industries by year
production volumes (selected 2017 2018 2019 2020 2021
statistics)
Fuel and energy minerals (coal, 957.9 996.3 1001.4 9125 960.1
peat, oil, gas condensate), million
tons
Food products (meat, poultry, offal), 16,020 17,903 18,235 19,274 20,807
thousand tons
Beverage production, million dal 1,664 1,770 1,823 1,826 2,088
Production of mineral and drinking 12,045 14,076 14,889 15,330 17,349
water, million half liters
Production of tobacco products: 12.0 12.1 14.2 17.3 18.2
tobacco, thousand tons
Textile products: 7,251 7,319 7,233 8,709 3,413
fabrics, million m?




Production of sewing products, 17 16 17 14 15
million pcs.
Shoe production, million pairs 120 123 109 93.7 107
Products of the woodworking 25.2 28.5 30.0 29.2 32.3
industry: timber, million m?
Pulp and paper production: paper 8,733 9,148 9,150 9,719 10,404
and cardboard, thousand tons
Production of coke and the most 478.3 484.9 482.4 460.1 478.5
important types of petroleum
products, million tons
Production of mineral and chemical 22.6 23.0 23.7 24.9 26.4
fertilizers, million tons
Production of rubber and plastic 65.1 67.5 60.4 55.3 65.9
products, million pcs.
Production of the main types of 197.6 199.3 198.1 198.5 208.6
products of the metallurgical
industry, million tons
Production of electronics and 64.503 48.102 29.407 25.505 39.606
optical devices, million pcs.
Production of electrical appliances, 17,576.8 17,899.5 18,049.7 18,124.1 20,866.4
thousand pcs.
Machine tool construction: metal- 4,185 4,619 4,638 5,353 7,232
cutting machines, pcs.
Production of motor vehicles 5,872.3 6,372.7 6,452.1 6,006.9 6,989
(internal combustion engines,
passenger cars, buses, trailers and
semi-trailers), thousand units.
Furniture production, thousand pcs. 14,069 14,891 15,240 15,229 19,619
Electricity production (all types of 2,188.1 2,230.4 2,242.1 2,179.7 2,318
power plants), million kWh

According to Table 1, the most promising
industrial sectors for the introduction of import
substitution tools are the following: production of fuel
and energy resources, light industry, production of
optics and electronics, light and textile industries,
production of plastic and rubber products. In the face
of severe sanctions, these industries have faced
problems on the way to expanding import
substitution, as this process requires a serious
increase in production capacity in conjunction with
the renewal of the existing technological base. At the
same time, the production of food products (the
results of the work of the agricultural sector) has
reached profitable, positive milestones. This
happened despite the sanctions measures taken by the
West against Russia — the food embargo and the
reduction of the share of imported food products in
the domestic market of the country. Over the past 4
years, there has been a steady growth in almost all
types of food products.

The effectiveness of government measures to
support import substitution largely depends on the
social significance of the industrial sector, the need to
stimulate it with various tools and the current level of
development. Import substitution as an economic
process does not always act as a permanent way to

modernize the industrial cluster and the agricultural
sector. This is precisely a temporary measure to
stabilize the negative impact of sanctions restrictions
on the national economy.

Today, the program of state support for import
substitution in Russia is being progressively
implemented in the most important sectors for the
stable functioning of the economy: public
procurement, agriculture, mechanical engineering,
IT-sphere. Measures undergo multi-stage analytical
control, as they act as priority factors for the
sustainable development of key sectors of the
economy. The priority industry is determined by the
degree of dependence of subordinate industries on
raw materials and components supplied by foreign
manufacturers. In these industries, this dependence
reaches critical values — up to 85-90% of the use of
imported raw materials and components in the
production of certain product categories (Popova,
2022). The development of projects, the preparation
of sectoral import substitution plans and the
formulation of technical tasks for the implemented
measures to support industrial enterprises under state
control can be combined into a single scheme of
measures of state support for import substitution
Fig.1).



STATE SUPPORT MEASURES FOR
IMPORT SUBSTITUTION

Government of the Russian Federation:
control of supportive and stimulating
measures

FRP, Ministry of Industry and Trade of the Russian
Federation, Ministry of Economic Development,
Ministry of Finance

Government of the Russian
=] Federation, FRP, Ministry of Industry
and Trade of the Russian Federation,
Ministry of Finance, Ministry of
Economic Development

FRP, Ministry of Industry and Trade
of the Russian Federation

Enterprises that have an
impact on civil industries:
4 subsidizing interest rates on
working capital in accordance]
with RF Decree No. 2014

Regional Industrial Cluster:
IDF lending, RFRP lending,
joint loans

Program of the federal import
substitution plan: subsidizing part of
target programs of the o
federal level state defense [ the cost of paying interest on loans
order (Government Decree No. 3),
subsidizing R&D (Government
Decree No. 1312)

IMilitary-industrial complex

Figure 1: The mechanism of state support for import substitution in the regions (compiled by the author according
to information on measures of state support for import substitution on the websites of the Ministry of Economic
Development of the Russian Federation, the Ministry of Industry and Trade of the Russian Federation).

Figure 1 clearly shows the hierarchy of the Russian Federation (Minpromtorg, 2018). The

mechanism of state support for the import substitution
process under the control of the main institutions of
the Russian Federation regulating the economy of the
Russian Federation: the Industrial Development
Fund, the Ministry of Industry and Trade of the
Russian Federation, the Ministry of Economic
Development and the Ministry of Finance of the

interaction of these resources to solve the problem of
financial support and modernization of enterprises by
industry against the background of a shortage of
investment resources increases the role of the state in
the formation of stable financing of the import
substitution process.



The socio-technological approach to the
definition of import substitution as an internal
economic process of the country is based on practical
measures implemented in priority industrial sectors
for the development of the national economy.
According to this, the Ministry of Economic
Development at the beginning of 2023 has prepared a
number of measures of state support for import
substitution projects, depending on the industry
priority. The list of industries includes: production of
chemical raw materials, pharmaceutical and medical
industry, machine tool and mechanical engineering,
electronics and electrical engineering, energy and oil
and gas industry, automotive, aircraft and agriculture.
According to the justification of the Ministry, import
substitution in these industries will allow achieving
technological sovereignty of the state. These data
allow us to identify the most effective types of import
substitution in priority industries:

= import substitution of all types of economic
activity (regulatory control, financial support,
investments, attraction of qualified personnel,
conclusion of special investment contracts);

= Jocal import substitution of the processing
industry (expansion of the raw material base by
opening new mining enterprises, state
subsidies);

= high-tech import substitution in the industrial
sector (industry subsidies, investment support,
preferential financing of projects, development
and installation of innovative equipment,
preferential loan programs) (Abdikeev, 2022);

= import substitution of certain types of economic
activity (creation of high-performance jobs,
state control over the implementation of the
sectoral plan, creation of interdepartmental
working groups to monitor the implementation
of state support measures) (see file
https://invest.mosreg.ru/upload/media/documen
ts/Support_measures_import_substitution.pdf).

These types of import substitution require
attracting new investment injections for industrial
production and companies involved in the process of
import  substitution  with  domestic  goods
(Mukhetdinova, 2015). In order for these resources to
become available support measures, it is necessary to
maintain the trend of the state's role in financing all
import substitution processes in aggregate. These
include: the development of mechanisms for crediting
priority industrial sectors, providing priority sectors
of the economy and strategic enterprises with
preferential loans, the development of small and
medium-sized businesses through financial support
and the creation of innovation centers, the launch of

international infrastructure projects to establish
foreign economic relations, the creation of new
sectors of the economy, as well as the revision of the
orientation of the domestic economy for the
production of its own high-tech and innovative
products. At the same time, the regional policy of
import substitution in industries should receive from
the globalization of the import substitution program
the opportunity to conclude special contracts for joint
production, the development of investment projects,
as well as the development of territories of advanced
development under the control of the state. This will
reduce the difficulties in implementing state import
substitution programs under the conditions of
sanctions restrictions and make the necessary
adjustments to them, assuming the development of
the country's industrial cluster, innovative injections,
the agricultural sector with the simultaneous
progressive development of social infrastructure.
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6 CONCLUSIONS

State support for the process of national import
substitution provides for the implementation of a set
of measures to establish qualitatively new conditions
for its financial and technological incentives by
industry. As a result, this will bring qualitative
changes to the monetary policy of our country, and
will also be an impetus for close coordination of all
participants in the mechanism for launching and
implementing programs to support Russian
entrepreneurship at the federal and regional levels.



Based on the results of the study, the following

conclusions can be formulated:

= Import substitution is an economic process that
requires comprehensive control by the state.
Ensuring  close ~ monitoring  of  the
implementation of existing import substitution
programs will be able to ensure that the social
and economic development of the Russian
Federation reaches a qualitatively new,
progressive level,

= Before developing import substitution measures
in priority industries and their implementation,
a detailed study of the financial and
technological needs of the industry should be
carried out. This will allow a more rational
approach to strategic planning and a systematic
approach to the provision of state support
measures, since not only financial, but also the
overall production potential of a particular
industry will be taken into account;

=  Theawareness of all participants in the domestic
economy about state support measures largely
depends on state coordination. Therefore, it is
necessary to rationally approach the assessment
of the production information system. With low
coordination, the production of export and
import-substituting products will be ineffective
despite the ongoing programs of state support
for the import substitution process.
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