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Russia's Brave New Crisis
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The current crisis is unlike those of 1998 and 2008 that most of us remember. It is both longer
and very different than the others, and it does not help that both the Russian people

and Kremlin leaders have frivolously high expectations concerning its outcome. Everyone is
clearly ready for a crisis, but they are prepared for a repeat of previous crises, and not for the
one that has actually come.

According to economist Konstantin Sonin, the authorities' incompetent response to the crisis
is reminiscent of the "theater of the absurd" of 1990, when leaders' actions and words had no
connection to what was actually happening with the economy. In commenting on how
officials now say the economy has already hit bottom, Sonin points out that the recession that
began in 1990 reached its nadir only seven years later.

Commentator Kirill Rogov notes that, following their experience with the crises in 1998
and 2008, the Russian people have come to expect a relatively rapid '"V-shaped" decline
and recovery.

However, a comparison that economist Sergei Aleksashenko conducted of the former
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and current crises shows that they have little in common.

"Whereas in 2008-2009, domestic industry and railway transport hit bottom in January, this
time the majority of indicators are falling much more slowly and the bottom is nowhere

in sight," he wrote. What's more, the government offset losses during the previous crisis with
an increase in social payments.

The government does not have the same safety margins in the current situation: it has already
begun making cuts to social spending and will continue to do so. The Western sanctions cut
off Russian companies from international capital and, coupled with Russia's counter-
sanctions, exert a long-term downward pressure on the economy.

The market is flooded with excess oil and, what's more, an even greater glut is expected —
in part due to the lifting of sanctions against Iran and partly because of the growing
profitability of alternative sources of energy.

Most importantly, the overall political perspective is fundamentally different than that of six
and 16 years ago. Russia was then a developing post-Soviet power with an untapped market
in a number of areas. The government was the subject of some intrigue: Where would it go?
How would it proceed? Russia's partners were quick to overlook the war with Georgia in 2008
and proceeded under the assumption that if the Russian economy were to fail, in market
terms it would simply mean a good time to buy.

Now, however, Russia is pursuing a policy of political and not economic expansion. Its
prospects are increasingly difficult to assess in terms of the market because politics
overshadow everything else.

The word "repression" is increasingly used with regard to the government's relationship
to its domestic opponents and Moscow displays ever greater arrogance toward its neighbors.

Many internal changes are simply inevitable: the economy and society will have to adapt
to Russia's decision to close itself off from the outside world. And all of this suggests that
Russia will emerge from the current crisis a different country than it was at the start.
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