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Investment problems of the Russian economy modernization
The article dwells upon the problems of the Russian economy modernization under the world economic crisis conditions; it also highlights the possibilities of the modernization under the stipulation that the developmental strategy is provided with all necessary recourses and the priority of the dot projects including  foreign investments attraction is considered.
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The world economic crisis has exposed the necessity of transformation both the world and the Russian economies. As for Russia, it means solving of a triune problem: the diversification of the economic structures, the technological modernization and the development of such innovations as up-to-date breaking-through technologies, products and the markets. As a matter of fact, it is necessary to build up the new breaking-through economy and, consequently, a large scale investments are in great demand. The government makes efforts to do this. However, it’s hard to succeed in this having an inadequate technological basis and preserving existing managerial structures (that have been created to solve other problems). The modern economic development is impossible without advancing renovation of material and non-material actives. It is possible to create new highly effective scientific and hi tech basis using the out-of-date one, but it is an exception rather than the rule. Innovations should combine globalization, scientific and technical development and continuous organizational-economic (inherently institutional) transformations.

According to D.Nikologorskiy, we need the “catching up” modernization [1] which is understood as the rapid modernization, when due to the state efforts the national economy passes for the historically short term the way which has been already passed earlier by other countries. Thus, it is underlined, that Russia experienced such “catching up” modernizations in the past; for example, during Peter the Great reforms or the industrialization in the USSR. These ideas have something in common with the strategy of technological break offered by S.Glazyev [2]. Investments into the human capital, education, science, public health services, and construction of national innovative system, economic modernization, and development of new competitive sectors in highly technological spheres of the economy of knowledge, reconstruction and expansion of an industrial, social and financial infrastructure are necessary to make a break-through. 
The goals of achievement of the world standards of education, public health services science financing, of the increase in norm of accumulation to the level of the developed the countries are set. All the goals reflect adequacy of the strategic development of Russia, but the implementation of the goals can appear quiet problematic if investment outlay is not enough. Let us examine the investment part of the problem.

To realize the sophistication of this problem, it is necessary to estimate the up-to-date conditions. Stable economic growth can only be provided by high tech modernization. These ideas are pawn in «The Strategy 2020» and other governmental program documents. According to the interrogation held in 2007 by the Center of industrial and investment researches of the Institute of the world economy and the international relations of the Russian Academy of Sciences, 41 % of the industrial enterprises of the country use basically old soviet capital assets, 44 % – the modernized soviet capital assets, and the factor of retirement of assets is averaged by 1 % [2]. 
These factors are unlike to provide any innovative economy, and changing of the situation needs considerable investments.
The cost of such modernization will make 350 – 400 bln. US dollars in the first 3 years by estimate [4]. I wonder, whether it is possible to accumulate such amount of money (equal to the country annual budget) and where it is possible to attract it in modern conditions.
Sources of investments are known: the foreign capital, the corporate investments, the state and the population. 
Let us analyze these investment possibilities.

1. Foreign investments. Dynamics of foreign investments in 2007 – 2009 is presented in the table 1. The decrease is obvious.
Table 1
The dynamics of foreign investments in 2007 – 2009 (bln. dollars)  [5]
	Year
	2007
	2008
	2009

	
	Bln. dollars
	%
	Bln. dollars
	%
	Bln. dollars
	%

	Foreign investments in total
	120,9
	100
	103,8
	100
	94,5
	100

	Including direct investments
	27,8
	23
	27,0
	26
	20,3
	21,5

	portfolio investments
	93,1
	77
	76,8
	74
	74,2
	78,5


Source: Data of the official site of the Ministry of Finance of the Russian Federation http://www1.minfin.ru/ 
The portfolio investment is, as a matter of fact, the speculative capital which flows into economy for a short period of time.  The real sector of the economy gets nothing from this source (except for the large companies which can receive credits in foreign banks on the security of their shares or against the depositary receipts). From the table follows, that the volume of foreign investments has decreased more than 20%, taking into account that the share of direct investments has been reducing every year. 
Considering the unstable financial conditions of the majority of the foreign credit organizations, this source of investments cannot be taken seriously.
2. Public funds. At first sight, the state reserves accumulated during 2004 – 2008 (the times of  high prices for oil) could become a source of financing of economic modernization of the Russian Federation.
Let us try to make an attempt to scrutinize the state possibilities of investment.

The size of the external debt of the Russian Federation is growing (pic. 1) [6] see. 
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Pic.1. The structure of the economic external debt of the Russian Federation
Source: Social and economic indexes of the Russian Federation. A statistical year-book, 2010

The state external debt is reducing (the pride of the government), however, what the government will do, when the Russian corporations cannot independently pay off on the debts? To rescue as the AutoVAZ (100 mln. dollars "subsidized" on the credit covering in 2008) or to give the oil and gas series of the country away to foreigners (the basic source of the budget income)?

No doubts, other countries owe Russia as well (actually more than 120 bln. dollars by 10.01.2010) [7]. However, it is quite hard to return the debt because the money is placed into the US exchequer bonds and papers of the US notorious hypothecary companies. The Central Bank of Russia by the1st of January, 2008 placed 100,8 billion dollars from the country gold and exchange currency reserves into the bonds of such the largest American hypothecary agencies as Fannie Mae, Freddie Mac and Federal Home Loan Banks. The hypothecary crisis in the USA of 2007 caused substantial losses of these banks (over 85 bln. dollars). Thus, it is hardly possible to use these sources in the nearest future. 

The sizes of the Reserve Fund and the Fund of the future generations of the Russian Federation have also been reducing (pic. 2). First of all, it is connected with the deduction of the rate of exchange and the FEB buying up the Russian companies stocks.
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Pic. 2. The Structure of reserves of the Russian Federation 
(bln. dollars)
Source: Data of an official site of the Ministry of Finance of the Russian Federation http://www1.minfin.ru/ 
It was forecasted in 2006 that the size of the reserves would grow up to 1,9 bln. dollars after all.

3. The private business investments. The state urges business to create partnership, promising different preferences and benefits. However, nowadays, when the capitalization of the Russian companies has decreased several times, it’s time for businesses to go begging the state to credit them (especially it concerns building and insurance businesses, retailers and the coal branch).

4. The population is useless to consider as a source of investments. In spite of the fact, that according to the rating data the population possesses from 60 to 70 bln. dollars, our people do not trust our government and are not eager to invest money of its own free will. The population considers the money as savings for a rainy day. And this day is just around the corner: the rates of economic growth are falling, the number of the unemployed is growing (10 – 12% from the economically active population), the extraction of hydrocarbons is reducing etc. Currency deposits of the population had increased from 54 billion dollars at the end of December, 2008 to 66 billion dollars by the end of September of 2009, testifying that the trust to a ruble remains weak.  The expectations of possible easing of ruble make it impossible to increase volume of currency crediting now [8]. Thus, banks will use the attraction of the external capitals in very limited volumes. 
Thereupon, it is necessary to remind, that the external debt for a country with a low level of the debt burden, first of all, is the possibility to finance its own growth and does not lead to accumulation of risks at the initial stages. The Russian economy (owing to the low volume of private savings) undoubtedly could use attraction of the external resources; the only thing needed is the projects. The anxiety of the absence of the internal sources of growth is the most important deterrent factor preventing the revival of the modernization of the Russian economy.

Thus, modernization of the economy of the Russian Federation in the nearest 2 – 5 years won’t have any serious investment base. The Russian government realizes that quite well. So, in accordance to the calculations of the Ministry of economic development, the investment will grow only up to 2,9% in 2010 and will grow up to 10% only since 2012. It means, that, despite the accumulated state reserves and that many Russian companies have succeeded to attract foreign investments for their own the modernization purposes, it will be difficult to sustain any rapid investment growth under the unstable financial markets conditions. Probably this is the reason why the government passes to such dot projects as the creation of the new Silicon Valley in Skolkovo, but the question, whether it helps to change the situation, is not still clear. 
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