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Crimea Makes Economic Crisis Worse
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It is no simple task for economists to calculate the costs of Russia's current foreign policy
course, the losses resulting from frightened investors and creditors and the damage that
sanctions will cause. Some claim that any lack of enthusiasm for the economy — however
justifiable — is patently unpatriotic. Others hold just the opposite view, condemning any
attempt to propose this or that economic policy given the position in which Russia now finds
itself.
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Before seizing Crimea, the government should have done more to reduce corruption

and improve the climate for businesses and foreign investors. The events in Crimea

and eastern Ukraine make both foreign and domestic investors even more skittish. They also
lower Russians' faith in the ruble and in Russian banks.

There is now an even greater need to improve the environment for business and investors.
The questions Russia's leaders need to ask themselves are: How can we give businesspeople
more investment opportunities? How can we facilitate technology transfer given

the worsening situation?

Under the current circumstances, Russia must focus on achieving a radical reduction in the
bureaucracy for businesses by simplifying all procedures. For starters, Moscow could simplify
the rules for obtaining a Russian visa and waive the need for certification if imported products
have already been certified in the U.S. or the European Union.

Instead, it seems that authorities are competing with each other to see who can do the most
harm to the economy. One top Russian official proposed selling off the country's dollar

and euro reserves without explaining how they would be replaced. Perhaps he would prefer
the yen and yuan. But a quick look at the currencies preferred by the central banks of other
countries is enough to show that they are far less reliable. Maybe he feels Russia should keep
its money in gold.

For every difficult and complex situation, leaders should respond with better and more

responsible economic policy — and not just make matters worse.

Konstantin Sonin, a columnist for Vedomosti, is professor of economics and vice rector at the
Higher School of Economics in Moscow.
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