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Abstract: The article presents the analysis of the structure of gross domestic product (GDP) in the United
States within the globalized world economy. We’ve identified certain patterns of its distribution. It appears, that
the transfer of production lines from the U.S. to developing economies is not an example of deindustrialization,
but a sign of transfer from industrial society to the post-industrial one. Also outlined are the main tendencies
of Russia’s interests in the fields of foreign policy and economy under the current conditions, as well as
possible areas of development. It turns out, that there is a lot of room for expanding cooperation with
developing economies in certain industries.
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INTRODUCTION deindustrialization is mainly due to the absence of

According to a number of experts, the country is thus and social infrastructure, with hedge fund speculations in
experiencing a sharp fall in production volumes across all securities becoming the main mechanism of profit-making.
leading industries, as well as the transfer of production
lines in top industries to the newly industrialized and The Structure of Services in the US Economy: My
transition economies. It is believed that the economy of position is that, on the contrary, the rise of such opinions
the US is now based on services, which is corroborated is due to the absence of profound analysis of actual
by relevant statistical data. processes in the US economy. It is true that services,

“Deindustrialization of the USA”: A very common of the economy. However, a more detailed look would
current opinion holds that the USA is undergoing a phase reveal the prevalence of the research and technology
of deindustrialization. In particular, as Robert Reich, a segment. The USA is the world leader in the volume and
leading expert in the field of industrial policy, puts it, the scale of government procurement in the areas of science
1960s marked the start of a downturn in economic activity and technology. Besides, a law provides tax benefits for
[1]. Large firms and organizations cannot compete with the funds spent on R and D. We may thus conclude that
foreign businesses, which prove more successful mainly the U.S. provides highly favorable conditions for
due to a reasonable industrial policy pursued by national innovation and development. As an example, French
governments. Factories and plants close down, which investors prefer to set up research centers on the US
leads to job cuts and the aggravation of the state of territory, citing the generally “negative regulatory and
affairs in heavy industries, such as metallurgy and motor legal climate” in Europe. Germany has 1928 laws and 900
vehicle construction. Overall, as Business Insider informs other instruments which regulate starting a new
us, industry accounted for 28% of US economy in 1959 innovation-based business. In Europe, a lot more time is
and for only 11.5% by 2008 [2]. Russian historian and spent on preparing documentation and passing it along
social commentator A. Yeliseyev points out that whole the numerous official channels than in the US. Finally, the
multi-systems  of  US  industry, such as General Motors European public is generally more suspicious of some hi-
or Dell, are being dismantled. This round of tech   industries,   for   instance,    distrusting   genetically

investment in the reproduction of engineering, technical

accounting for 76.8% of total US GDP, are a massive part
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Table 1: Research intensity of several world economies

Indicators

------------------------------------------------------------------------------------------------------------------------------------

Russia USA Germany UK France Japan Italy

Domestic R and D expenditures (bln USD) 9.6 247.2 43.3 23.6 27. 9 92. 5 13.2

% of GDP 1.06 2.84 2.29 1.83 2.18 3.06 1.05

Researchers (thousands) 420.2 1114 237.9 158.4 155.3 652.8 76.1

 *Source: UNCTADstat[5]. 

modified products. All of these factors have a negative (1940s-50s), the scientific and technological revolution
bearing on the development of emerging technologies in was  aimed  at  building  defense  systems, securing
Europe [3]. military and technological supremacy in order to prevent

The increase in R and D spending stems from the possible international conflicts. At the second stage
industrialists’ realization that investing in advanced (1960s-80s) new objectives have been added to this
development guarantee survival of their business in long- general aim, such as providing stable economic growth
term prospect. According to the data published in and increasing the competitiveness of strategically
Buisness Week, hi-tech industries account for 30% of US important branches. At this point, the contribution of
GDP growth, while construction does for 15% and the scientific progress becomes decisive and outweighs those
automotive industry, for 5%. Export sales of hi-tech of other production factors. Recently, the most developed
products have reached 26% of the total US export volume. economies have entered the third stage of hi-tech
US economy accounts for 70% of the global market in development. It is characterized by a new set of primarily
biotechnologies and 35% in global telecommunication. social and economic objectives which require a shift of
U.S. is the world leader in the global market of hi-tech priorities towards information services, medicine,
products (18.8%). Almost every branch of economy now environmental protection and other aspects of technical
employs Internet-related projects. Both in the U.S. and policies which have to do with sustainable development
Europe telecommunications account for about 5% of and improving standards of living. These objectives will,
respective GDPs. without doubt, remain urgent throughout most of the 21

It must be also noted that the U.S. has a high share of century. Thus, the trend towards enhanced R and D
hi-tech-based branches of economy, including the expenditures and increased research intensity of the GDP
recipients of venture capital (information technologies, will persist. The U.S. will remain the world leader in
biotech, medical equipment)[4]. Currently these industries science and technology in the foreseeable future. In the
receive over 70% of total investment and the U.S. itself recent years, it has strengthened its leadership in
accounts for half of the global venture investment. developing and implementing Internet technologies. U.S.
According to IDC, in 2002 the USA, with 5% of global producers have retained their leading status in research
population, contributed 42% of the world IT expenditures, intensity (calculated as a ratio of R and D expenditures to
whereas the Asian economies, with 56% of global total sales value by branch) in pharmaceutical industry
population, - only 24% of the world total. The IDC also and the production of computing and communication
reports that IT accounts for 27% of annual growth of the devices. Overall, R and D expenditure in the U.S. doubles
U.S. economy and for only 0.5% of the growth in Russia. every 20 years[6]. 

The Rise of Innovative Sector in the World and US technology development would emphasize the following
Economies: The rise of science-driven industries which priority innovation areas of early 21  century.
utilize high technologies increasingly shapes both the
general state of affairs in global economy and the position Information and telecommunication technologies
of national economies within the global (Table 1). Science- Healthcare and medicine 
driven branches of economy do not only show highest Environmental protection 
growth rates, but also stimulate the dynamic development
of related industries and production lines. The  first  area  involves  improvements  in  the

Throughout the 20  century hi-tech passed three means of production, while the second and the third willth

stages of development. During the first, post-WWII stage not do  without  enhancing  the quality of the labor force.

st

A comprehensive forecast of the science and

st
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Table 2: Import of hi-tech means of production from the developing economies as a percentage of aggregate import by region, 1995 and 2010 compared*

Developing economies Developed economies Other Developing economies Developed economies Other

-------------------------------------- 1995 ---------------------------- ------------------------------------ 2010 ---------------------------

Developing economies 24,85 74,07 1,08 53,04 46,23 0,73

Latin America and the Caribbean 26,62 73,31 0,07 34,14 65,35 0,51

Southern Africa .. .. .. 58,60 40,74 0,66

South Asia 52,13 37,76 10,11 47,60 45,06 7,34

South-East Asia 42,93 56,64 0,43 54,61 44,82 0,56

East Asia 42,14 57,19 0,67 64,67 33,89 1,44

*Source: UNCTADstat. 

These three areas of developing and implementing 2003. After a small decrease to 57.9% in 2007 it has gain
emerging technologies are rated highest in every hit the 60% level. But this growth (as the rise in the GDP
assessment of their influence on all spheres of human in general) is mainly due to consumer lending, business
activity. They enjoy the highest levels of consumer loans and mortgage, all of which have become widespread
demand and government support and the biggest amount when Russia got access to funds of foreign lending
of both  fundamental  and  applied  research.  Most institutions. It is remarkable that this process is
forecasts focus on information science as a technology accompanied by balance of payments deficit, which in
which has shaped the outline of global innovation. It is some East European countries has reached 25% of the
also worth mentioning that healthcare has grown into a GDP, putting these economies in ever growing
highly research-intensive segment which heavily relies on dependence on the influx of foreign capital. The
a number of specific industries of material production, has inordinate rise of lending and the small weight of these
its own research and educational infrastructures and is economies have both contributed to a series of “bubbles”
supported by the state, the private sector and the general founded on loaned and speculative foreign capital. As an
populace. Healthcare research in the U.S. has outpaced example, the GDP of Latvia went from LVL 4750.8 mln
space-related studies in the total size of research budget (EUR 8334.7 mln) in 2000 to LVL 14193.5 mln (EUR 20296.0
and in fundamental studies it has left behind both space mln) in 2007. According to the most recent data of
and military research combined. BalticExport.com, Latvia has the fastest growing economy

It is thus obvious that the transfer of production in the US. In 2006 it achieved a 12.2% rise in GDP and
lines from the U.S. to developing economies is not an even in the post-crisis 2011, a sizable 5.5%.
evidence of deindustrialization. Instead, it is a sign of Still we have to remember that services, construction
transfer from industrial society to the post-industrial one. and budget expenditures accounted for 81.6% of the GDP.
This implies getting rid of  obsolete  and  non-eco-friendly Trade and financial services showed the highest growth
production and concentrating instead on hi-tech and IT. rate. Meanwhile, Latvia imported more goods and services
In the long run, this strategy will allow the U.S. to attain than exported and paid more interest on loaned foreign
leadership in groundbreaking industries and production capital than received operational revenue from foreign
lines which have no parallels anywhere else in the world. investment. In 2001 the current account deficit stood at
Since their products will be in highest possible demand LVL 394.2 mln (7.6% of the GDP), growing by 2006 to LVL
globally, they could be sold at high (almost monopoly- 2376.0 mln (21.1% of the GDP). 
level) price across the world. In addition, there is another Thus, the “deindustrialization” of the US is founded
rising trend at the moment: hi-tech export from the on the strategy of progress and transition to an
developed economies to the developing ones is shrinking, innovation-driven post-industrial society, whereas the
whereas the  import  from the  developing  economies  is economic leap in most East European countries was due
growing (Table 2). to a rapid rise in consumption and real estate speculation.

Peculiarities of the Rise of Services in Transitional signs of regressing rather than progressing, telling a story
Economies: As for Russia and other transition economies, of deindustrialization of economies. As the share of real
a similar process of shrinking of the real economy and economy shrank together with R and D expenditure, the
growth in services can be observed here. The share of growth of the share of services has nothing to do with the
services in GDP has risen from 34.9% in 1990 to 60.4% in rise of the information society.

A more detailed structural analysis of GDP growth shows
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Russia’s  Foreign  Trade  Partners:  Another  trend  in Currently we are witnessing the return to a Soviet-
the  global  economy  worth  mentioning  is  the  focusing style partnership with unjustly “forsaken” newly
of  Russia’s  interests  in  the  areas  of  foreign  policy industrialized economies of South East Asia and the
and  economy  on  a  number  of  developing economies. Middle East states. The distance which exists between
As S. Linder’s theory of representative demand Russia and developed economies in consumer
postulates, the closer countries are in their levels of preferences, quality demands, purchasing power of the
development,  the  more  identical are the spectrums of population and in the level of development in production
their exports and imports [7].  Examining  the  peculiarities forces complicates a full-scale partnership, mutual trade
of  technological   novelties   which   broke   through  to and investment. On the other hand, the new industrial
the European market from the USA in the 1940s-50s, powers form a good sales market for Russia, as the quality
Linder noticed that the main discoveries and inventions of Russia-made goods is acceptable for consumers in
underlying  the  technology were first made in Europe, these economies. At the same time, these economies can
then lined for commercial production in the US and act as potential suppliers for the Russian market, as their
returned to the European markets. A rich American production is affordable and thus suitable for consumers
consumer was better prepared for appreciating the new in Russia. Finally, these states and Russia do not have a
expensive goods. When the living standards in Europe common Cold war past and have never entered anti-
improved, the continent caught up fast. When two Russian coalitions.
societies are similar in development, the quality also
becomes comparable and the infinite variety of goods Foreign Trade Between Russia and India: A good
makes successful trade in largely the same products example are the economic relations between Russia and
possible. This phenomenon explains the expansion in India, which in 1999-2004 developed as follows:
foreign trade between developed economies, where the In the following years, the partnership was further
requirements for the main industrial and consumer goods strengthened (Table 4). In particular, according to
are analogous. However, in the 1990s the developed Russia’s Federal Customs Service (FCS), from January to
economies of the West and the U.S. were Russia’s main October 2012, the commodity turnover between Russia
strategic partners. Their production was unaffordable for and India grew by 31.4% as compared to the same period
Russian consumers due to its high price. At the same in 2011 and amounted to USD 8730.3 mln. The export from
time, the vast majority of goods produced in Russia did Russia stood at USD 6215.8 mln, which implies a 40.9%
not meet the high quality standards of Western growth. Export from India to Russia for the same period
consumers. rose to USD 2514.5 mln (a 12.6% growth).

Table 3: Major trade indicators between Russia and India * (USD mln.) 

Indicators 1999 2000 2001 2002 2003 2004

Commodity turnover 1538,9 1402,7 1328,1 1308,2 1465,8 1885,6

Export from Russia 605,8 549,5 511,6 573,0 790,6 1245,5

Import into Russia 933,1 853,2 816,5 735,2 675,2 649,8

Net balance -327,3 -303,7 -304,9 -162,2 115,4 765,7

*Source: UNCTADstat

Table 4: Commodity turnover between Russia and India in 2007-2012 * (USD bln)

2007 2008 2009 2010 2011 January-October 2012

TURNOVER 5.3 6.9 7.5 8.5 8.9 8.7

Growth rate, % 136.5 130.4 107.6 114.4 104.2 131.4

EXPORT 4.0 5.2 5.9 6,3 6.1 6.2

Growth rate, % 137.1 130.4 113.5 107.7 95.3 140.9

IMPORT 1.3 1.7 1.5 2.1 2.8 2.5

Growth rate, % 134.6 130.3 89.3 140.5 130.6 112.6

NET BALANCE 2.7 3.5 4.4 4.2 3.3 3.7

*Source: Russia’s FCS[8]
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Table 5: Commodity turnover between Russia and Iran in 2005-2011*. (USD mln)

2006. 2007. 2008. 2009 2010. Jan.2010 Jan.2011

TURNOVER 2 144,5 3 314,7 3 690,3 3 059,9 3651,1 246,3 326,4

Growth rate, % 104,8 154,6 111,3 82,9 119,5 132

EXPORT 1 904,7 2 965,3 3288,6 2 846,3 3379,7 225,9 298,3

Growth rate, % 99,1 155,7 110,9 86,5 119 132

IMPORT 239,8 349,4 401,7 213,6 271,5 20,4 28,1

Growth rate, % 192,1 145,7 115 53,1 127 138

NET BALANCE 1664,9 2615,9 2886,9 2632,7 3108,2 205,5 270,2

*Source; Russia’s FCS

The analysis of bilateral trade structure shows that tariffs and pulling down non-tariff restrictions, we can
the Russian exports to India mainly include metals foresee a further growth in export from China to Russia,
(ferrous and non-ferrous) and mineral fertilizers. Imports while Russia’s share in Chinese imports will retain its
are dominated by textiles, agricultural goods and position.
foodstuffs (tea, coffee, rice, spices, etc.). The growth in At the same time, two problems plague the Russian-
commodity turnover is mainly due to an increase in Chinese partnership, namely the air and water pollution by
exporting electronic devices, machinery and technical Chinese enterprises along the border between the two
equipment, coal, metals, pulp, gems and semiprecious countries and the excessive numbers of Chinese migrants
stones from Russia. in Russia.

The Sakhalin-1 project remains India’s main According to official statistics, 201835 Chinese
investment in Russian economy. The total volume of nationals were legally employed in Russia in 2006, which
investment in this project by India’s ONGC Videsh Ltd. accounts for over 20% of the total number of migrant
amounts to USD 2.8 bln. Other projects worth mentioning workers registered by the Federal Migration Service. E.
are the investments of Dr. Reddy’s Laboratories Ltd. and Gilbo, Doctor of Economics, Professor of UNESCO Peace
Lupin Ltd. in Russia’s pharmaceutical industry. Overall, Academy, estimates the total number of Chinese migrants
despite some problems, such as low level of investment, in Russia as the record-breaking 8 mln people. Given “the
India’s use of anti-dumping laws against Russian goods, high level of natural increase in the Chinese
weak transport infrastructure between the two states, communities”, he predicts the rise in their numbers to 21
Russian-Indian economic relations look quite promising. mln by 2010 and to 44 mln, by 2020 [9]. Most of the

Foreign Trade Between Russia and China: Another business and thus contribute to the rise in social tension
example of a strategic partner is the People’s Republic of within the Russian society. Nevertheless, preserving
China. The commodity turnover between the two states partnership with one of the fastest-growing economies in
has grown almost 8-fold between 2001 and 2011 (from the world, which also has a strong and modernized
USD bln 10.6 to 83.5, according to Russia’s State military-industrial complex, remains strategically
Committee for Statistics). important.

In 2001 the volume of turnover between Russia and
China fell behind those with the European Union, USA, Foreign Trade Between Russia and Iran: Another
Japan and CIS states, but in 2011 China was the leader strategic partner of Russia is the Islamic Republic of Iran.
among Russia’s trade partners. The share of China in Developing trade partnership with Iran seems appropriate,
Russia’s foreign trade turnover in 2011 accounted for since Iran already is a large trade partner for Russia in the
10.2% of the total, including 6.8% of Russia’s exports and Middle East and is a large sales market for Russia’s
15.8% of its imports. machinery, transport vehicles and steel products. These

Russia’s export to PRC mainly comprises mineral three industries together form 80% of Russia’s export to
fuels (29.98%), ferrous metals (17%), wood and timber Iran. It is worth mentioning that Russia does not export oil
products  (11%)  and  chemicals  (8.8%).  Imports to and petrochemical products to Iran, as the country
Russia (as of 2004) include machinery and equipment possesses its own vast oil reserves. Thus, partnership
(19.3%), leather goods (14.6%), clothes (20.2%) and with Iran brings additional benefit of stimulating Russia’s
footwear (9.6%). Since joining the WTO implies a cut in non-resource-bound industries [10].

migrants are poorly educated, employed in criminal
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At the same time, Iran’s position in Russia’s foreign In particular, Russia’s foreign trade prospects seem good
trade turnover is not on par with the capabilities of the in the fields of iron and steel, non-ferrous metallurgy,
bilateral trade, so a boost in economic and trade relations chemical industry, etc. There is also a lot of room for
is recommended. As of 2010, Iran ranked 29  among expanding cooperation with developing economies in oilth

Russia’s foreign trade partners (26  in export and 61  in and gas extraction, petrochemical and pharmaceuticalth st

import). The share of Iran in Russia’s foreign trade industries, etc.
turnover stood as low as 0.6%. It must be said, however,
that between 2000 and 2010 a certain trend of growth was Highlights:
noticeable in the bilateral trade.

In 2010 the commodity turnover in the trade between We have analyzed the structure of the US economy
Russia and Iran grew 19.5% if compared with the data for and proved that deindustrialization in the USA is not
2009, including the rise in export by 19% and in import by taking place.
27%. Exports from Russia account for a large part of the It turns out that the share of the innovative sector in
turnover (92.5%). The share of Iran in Russia’s foreign the US economy is large.
trade as compared to 2009 fell 0.1% and amounted to 0.6% The evolution of trade relations between Russia and
of the total. In January 2011 the turnover growth was 32% a number of developing economies have been
(as compared to January 2010), amounting to the total of analyzed
USD 326.4 mln. Russian export grew 32% (to USD 298.3 The recommendations on the choice of Russia’s
mln) and import to Russia 38% (to USD 28.1 mln). The trade partners are given.
structure of commodity turnover has mostly remained the
same since 2000. REFERENCES
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