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Abstract. The article considers the phenomenon of geo-economic fragmentation in
the context of digitalization of social life and in the formation of new contours of the
macroeconomic system. Particular attention is paid to Russia’s sustainability in the
conditions of sanctions attacks. The author analyzes the data presented by major in-
ternational organizations, predicting the consequences of global tectonic processes.
The study highlights the problems arising from growing debt, limited resources and
increasing global population. It is noted that in these conditions the US often initiates
quick decisions, such as redistribution of commodity markets, which leads to complex
consequences for the whole world. The article considers the problem of the emergence
of macro-regions and crystallization of new poles in the global macroeconomic sys-
tem, and assesses the possibility of forming a multipolar world. The conclusion is that
international organizations forecast short- and medium-term geo-economic fragmen-
tation, and the reconfiguration of ties and the division of the world into macro-regions
are unable to lead to a sharp decline in macroeconomic indicators, which is confirmed
by the analysis of trade relations between different countries and regions.
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Geo-economic fragmentation

ver the last decades, the world’s macroeconomic system has developed a mul-

titude of problems related to increased debts, limited resources, increasing

population, etc. The fastest solutions initiated primarily by the US are redis-
tribution of commodity markets, creation of hotbeds of tension in order to transfer
gold and foreign exchange reserves to themselves, etc. The instruments of pressure on
countries are diverse and all of them are part of hybrid wars, the escalation of which is
only gaining momentum. One of the intermediate results of these processes will be the
disintegration of the world into macro-regions and the crystallization of new poles in
the world macroeconomic system. The Russian President Vladimir Putin repeatedly
spoke about the construction of a new configuration of world relations, defined as a
multipolar world [7]. The article considers the analytics of major international organ-
izations with an assessment of their vision of the situation and forecasts of the conse-
quences of global shifts, and then presents the results of our own calculations.

IMF studies show that the stronger the geo-economic fragmentation, under which
experts understand the process opposite to globalization, the higher the costs associ-
ated with additional expenses (duties on goods, technological costs). Estimates vary
from 0.2% to 7% reduction in GDP for different countries depending on the degree of
fragmentation [8].

IMF specialists define five periods of globalization dynamics, characterized by its
own configurations of economic systems and links between countries [8]. Under glo-
balization they understand the process of freer flow of population, goods, services,
capital, technology across national borders, which generally leads to greater economic
integration of all countries.

The measure of globalization is the ratio of the sum of exports and imports of
goods and services to GDP, and the corresponding data for the whole world are shown
in Figure 1.

In the first period from 1870 to 1914, called by researchers as the “period of indus-
trialization”, trade between countries was supported by the gold standard. This mech-
anism was believed to contribute to the stability of economic systems and control in-
flation.

During the second, “interwar period” 1914-1945, the level of globalization de-
clined sharply due to international conflicts, the rise of protectionism, and the division
of international trade into regional blocs.

The third, “Bretton Woods period” 1945-1980 was characterized by the dominance
of the U.S. as a power with a national currency which became the world currency and
by agreement had a rigid price peg to gold ($35 per troy ounce). But IMF experts also
note that the expansionary fiscal and monetary policy of the United States, providing
for high military and social expenditures, eventually made this system unsustaina-
ble [8].
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Figure 1. Trade openness indicator (ratio of the sum of exports and imports of goods and
services to GDP, in %) [33; 15]. Source: IMF calculations and World Bank data [8; 21]

During the fourth “liberalization period” 1980-2008, many trade barriers were re-
moved, cross-border capital flows increased, and the complexity of the global financial
system and the interconnectedness of processes within it grew.

The fifth, current “period of increasing geopolitical tension” identified by IMF re-
searchers since 2008 began after the global financial crisis and is characterized by a
sharp increase in trade restrictions and weakening of political support for open trade.
The number of annually imposed trade restrictions, initiated mainly by the United
States, has increased more than 11 times in 10 years [31] (Fig. 2). The most striking
manifestations of geopolitical tensions are the trade war between the US and China,
as well as the situation around SWO, which significantly affected financial and trade
flows.

The U.S. has taken restrictive measures to supply China with high-tech goods,
software, semiconductor manufacturing technologies, etc. According to IMF esti-
mates, geopolitical fragmentation will reduce economic opportunities for developing
countries and hinder poverty reduction, and countries will be pushed into regional
and economic blocs.

The U.S. also put more than 1,000 Chinese companies on sanctions lists under
far-fetched pretexts, strengthened control over biotechnology, artificial intelligence,
influenced the Netherlands to limit the supply of microchips to China, etc. [34].
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Figure 2. Number of trade restrictions imposed annually worldwide
Source: IMF calculations [31]

On the other hand, despite the large-scale US sanctions against China’s semicon-
ductor industry, in September 2023, Huawei released a new Mate 60 Pro smartphone
with a 7-nanometer processor [26]. After this high-profile event that shook the smart-
phone market, the US government launched an official investigation into the origin of
the Chinese chip.

After the start of the SWO, a number of countries banned oil exports from Russia,
resulting in a significant shift in trade flows (Figure 3). The European Union switched
to Norway, the UAE and the USA, which increased the length of tanker routes by
20%. In turn, Russian oil supplies have significantly increased to China, Turkey and
India [24].

Thus, the largest international organization in the field of analytics is recording the
restructuring of the global trading system and we will look at its implications below.

In the paper “Geoeconomic Fragmentation and Commodity Markets” IMF research-
ers estimated the economic consequences of the fragmentation of world trade using an
equilibrium model [25]. The analysis used data on the 48 most influential countries in
the world and, in particular, statistics on trade flows between them. The results showed
that fragmentation has a particularly negative impact on trade in minerals, as their
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extraction is more concentrated than crop production (with the exception of palm oil
and soybeans). For example, prices of rare earth minerals could rise by almost 500%,
according to IMF calculations.
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Figure 3. Dynamics of tanker shipments from Russian ports from Q2 2019 to Q2 2023.
The size of the bubble indicates the magnitude of change in the volume of shipments for
the destination port and is measured in tons, while the lines denote routes. Decrease is
indicated in blue and increase - in red. Data source: PortWatch automated online system
used to identify ships with a tonnage of more than 300 tons, original figure taken from
IMF analysis [24; 28].

The main conclusion is that a fragmented world is more unstable due to high price
volatility, exacerbated by shrinking commodity markets and the increased money sup-
ply needed to balance supply and demand.

But what is more important is how the fragmented world is seen from the authors
point of view reflecting the IMF’s opinion. According to the aforementioned report,
there are two blocs in the world: the first one is called “U.S.-Europe+”, which includes
141 countries, and the second one is called “China-Russia+”, which consists of 52
countries. Moreover, the first block includes countries defined by Russia as friendly
(for example, Turkey, Brazil, UAE and many others), thus the IMF assumes the possi-
bility of reorienting trade flows to the detriment of economic benefits, but in favor of
political agreements.
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The study “Geopolitics and Financial Fragmentation: Implications for Macro-Finan-
cial Stability” from the IMF shows that geopolitical tensions lead to financial frag-
mentation due to the redirection of cash flows, as well as to a decrease in credit, with
countries with emerging financial markets suffering more [22].

The IMF paper “Geoeconomic Fragmentation and Foreign Direct Investment” as-
sesses the impact of geoeconomic fragmentation on the world economy through the
lens of FDI. According to the IMF and FDI Markets data on 300 thousand investment
transactions realized from Q1 2003 to Q4 2022, there has been a major restructuring
of FDI destinations in the world. Some of the results in Table 1 show, according to
researchers, that the Asian world is losing out compared to the United States in attract-
ing FDI and investing in new production [23].

Table 1. Redistribution of foreign direct investment among the world’s macro-regions
(measured in percentage points of the camulative change from Q2 2020 to Q4 2022 rela-
tive to the period Q1 2015-Q1 2020). - Q4 2022 relative to the period Q1 2015-Q1 2020)

5,32 11,45 -3,71 -24,68 18,57

-17,84 -31,30 -44,29 -31,93

-11,68 -2,37 -23,66 -49,23 -4,38

9,88 18,07 -22,30 13,89 -11,50

®
g 9,29 -0,85 -9,84 -19,68 8,61
= 14,87 34,00 5,90 -13,33 27,64
I 9,21 0,59 19,41 2,26 -40,61 21,64
I II 111 v \Y% VI VII
Recipients

Source: FDI Markets and IMF calculations. The heat map shows the change in FDI by mac-
ro-region as a percentage point of the cumulative change (19.5% decline) over the period in-
dicated above. Green (red) fill indicates positive (negative) numbers. Calculations were made
for the following macro-regions: I - USA, II - Americas (without USA), III - Developed Eu-
ropean countries, IV - Developing European countries, V - Asia (without China), VI - China,
VII - Rest of the world.

As the researchers note, the Asian region is becoming less and less attractive for
the US and developed European countries from an investment perspective, and the
decline in FDI from the US to China is one of the largest. At the same time, U.S.
FDI in developing European countries has been steadily increasing. More details on
the structural shifts in FDI from the US are shown in Fig. 4, where geopolitical allies
(e.g. Canada and Korea) and opponents (China, etc.) can be seen, implying that polit-
ical factors dominate over economic factors.
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Figure 4. Changes in U.S. foreign direct investment directed to various countries around

the world (measured as percentage points of the camulative change from Q2 2020. - Q4
2022 relative to the period Q1 2015-Q1 2020)
Source: FDI Markets and IMF calculations

The long-term economic consequences of FDI fragmentation were estimated us-
ing a cross-country dynamic stochastic general equilibrium (DSGE) model. A sce-
nario of fragmentation, specifically a 50% reduction in FDI, would lead to a marked
decline in global output of about 2% in the long run (Table 2). The model assumes
that FDI contributes to capital accumulation and technology transfer that increases
productivity in recipient countries [23].

Table 2. Long-term GDP losses due to FDI fragmentation, as a percentage of the scenario
without fragmentation

US. -0,54
U.S. Bloc EU and Switzerland -1,75
Other developed countries -1,49
China -2,15
China Block Southeast Asia -6,59
The rest of the world -4,65
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India and Indonesia 0,30

Non-Aligned Countries

Latin American and Caribbean countries 0,19
WORLD -2,02

Source: IMF calculations

The latest top IMF paper “World Economic Outlook: Navigating Global Divergenc-
es” from October 2023 identifies Russia’s conflict with Ukraine as the main factor of
global fragmentation, imbalance in world markets and price growth [24]. For example,
the partial general equilibrium model was used to estimate the consequences of wheat
price growth in the “USA-Europe+” bloc due to lower yields. Thus, the corresponding
shock, defined as three standard deviations, leads to an increase in the price of wheat
by 4.41% in the case of an integrated world and by 8.79% in the case of a fragmented
one.

The application of the dynamic stochastic general equilibrium model to estimate
the change in GDP in the case of commodity market fragmentation shows the results
shown in Table 3. As can be seen, the impact of fragmentation varies depending on
the commodity group and block of countries. GDP is least affected by changes in oil
supply, as buyers and sellers can quickly switch to trading partners within their bloc. It
is also noteworthy that fragmentation has a more negative impact on economic growth
in the China-Russia+ bloc than in the U.S.-Europe+ bloc and in the world as a whole.

Table 3. GDP change, in percentage points from the inertia scenario (three-year average)

Source: IMF calculations

Crude oil Natural gas Minerals Minerals
World -0,03 -0,10 -0,23 -0,31
US-Europe+ -0,06 -0,05 -0,10 -0,25
China-Russia+ 0,03 -0,18 -0,46 -0,42

In general, the range of global GDP decline, depending on the scenario of frag-
mentation of markets for goods and services, as well as financial flows and technolo-
gies, is from 0.2% to 12%%.

A joint study by the IMF and the Center for Economic Policy Research “Geoeco-
nomic Fragmentation: The Economic Risks from a Fractured World Economy” identifies
potential problems of global fragmentation [9]:

1) In addition to the SWIFT international payment system, parallel and poorly
interoperable systems may emerge, leading to higher transaction costs.

2) The introduction of digital currencies in an environment of geo-economic

fragmentation may worsen relevant regulation and supervision.

3) Itis possible to reduce the share of the dollar in cross-border transactions.
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4) Financial globalization may be replaced by financial regionalization, leading to
greater macroeconomic instability during crises.

Another study “The Impact of Geopolitical Conflicts on Trade, Growth, and Innova-
tion”, which also considers the economic consequences of the fragmentation of world
trade due to geopolitical conflicts, is interesting because it reflects the view of the WTO
- an international organization specializing in the regulation of trade and political rela-
tions between its member states and apparently possessing the most detailed database
on trade transactions between countries [14].

A multi-sector, cross-country general equilibrium model was constructed and
used for estimation, in addition to trade, accounting for the diffusion of technological
innovations among actors in the economic system.

The classification of country blocs is also interesting. The researchers defined the
Western and Eastern blocs, and to determine whether a particular country belongs to
one of them, a database was constructed, including information on the similarity of
decisions in foreign policy. This indicator was calculated for each pair of countries de-
pending on their votes on various issues during the UN General Assembly. In this way,
it is assumed that countries voting in the same way have similar interests in foreign
policy that influence trade relations. The indices calculated for the period since 1945
are shown in Fig. 5, where the corresponding values are normalized so that “1” repre-
sents maximum proximity to the United States and “-1” to China. The results are quite
expected - Europe, Canada, Australia, Japan and South Korea fall into the Western
bloc, while Russia, India, most of North Africa and Southeast Asia fall into the Eastern
bloc. In turn, Latin America and sub-Saharan Africa have median values and cannot
be unequivocally assigned to one of the blocs.

-1.00, -0.52
-0.52,-0.38
-0.38,-0.11
-0.11, 0.23
0.23, 1.00

Figure 5. Foreign policy similarity index by countries of the world
Source: WTO calculations
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The researchers have calculated a wide range of experiments - up to a virtually
complete trade gap between the countries of the Western and Eastern blocs (by 98%
of the current level). In the case of such a scenario, the level of welfare in all countries
would decline markedly, but it would be asymmetric across the blocs. Thus, the decline
in welfare in the Western bloc ranges across countries from -1% to -8% (with a median
of -4%), and in the Eastern bloc from -8% to -12% (with a median of -10.5%). More-
over, in case a country moves from the Western bloc to the Eastern bloc, the decline
in the mentioned indicator for it will increase, although there is no convincing argu-
mentation about such a difference in the effect of breaking the ties between the blocs.
The conflict in Ukraine is regarded as an example of the predominance of geopolitical
interests over economic interests, since almost all countries are on the losing side [14].

Similar results were obtained by the European Central Bank. The study “The Eco-
nomic Costs of Supply Chain Decoupling”, published in August 2023, using a model
covering 73 countries and considering their economic systems in the sectoral context,
emphasizes the main conclusion - the fragmentation of world trade leads to a decline
in the level of welfare in all countries. At the same time, the deterioration of the situa-
tion is uneven and varies from 0.7% to 15.2% depending on the degree of openness of
the economy of a particular country [12].

In turn, the National Bureau of Economic Researchs “Global Supply Chains: The
Looming ‘Great Reallocation” from September 2023, unlike other studies, explicitly
notes not de-globalization, but a “fundamental restructuring of supply chains” around
the world. Particular attention is paid to the eventful last five years. During this period,
for example, China lost market share of the US market by 5 p.p. and at the same time
Vietnam increased it by 2 p.p. [27].

The IMF study of October 2023 “Long Live Globalization: Geopolitical Shocks and
International Trade” analyzes trade relations between 243 countries and territories
from 1948 to 2021 [30]. A large dataset was constructed based on 59049 trade flows
between pairs of countries, including more than 4 million observations. The depend-
ent variable is the level of globalization, which, as mentioned above, is determined
by the sum of exports and imports between the analyzed countries, but independent
variables with high statistical significance are more interesting. These include the size
of the economies and the geographical distance measured in km between the capitals
of each pair of countries, as well as cultural, religious and linguistic commonalities,
defined as binary variables. All of the variables listed have positive effects on trade
except geographic distance (the further apart the capitals of trading partners are, the
higher the costs and less trade flow). Thus, it is possible that the fragmentation of eco-
nomic space represents a quite natural process explained both by economic reasons
and social similarity.
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Contours of the new world economic system

Thus, the WTO, the Center for Economic Policy Research and especially the IMF
fix and forecast fragmentation of the world economic space in the short and medium
term, and the IMF assumes it under two main scenarios [13].

1. Mild fragmentation scenario: “Strategic Decoupling”, which envisages a com-
plete breakdown of trade relations between the US-EU alliance and Russia, but with
partial preservation of ties with China, except for high-tech products. At the same
time, Russia and China are expected to maintain their trade ties with the rest of the
world.

2. Severe fragmentation “Geo-economic Fragmentation” (Severe fragmentation
scenario: “Geo-economic Fragmentation”), assuming a complete breakdown of ties
between the US-EU and Russia-China blocs, and switching the rest of the world to the
most stable of these alliances.

The results of calculations of these scenarios showed a slight decrease in world
GDP - in the first case by -0.3, and in the second case by -2.3%. Note that previous an-
alytical materials from the same IMF showed much more serious consequences [35].

Now let us consider recent studies from leading international organizations, which
are interesting not so much for their forecasts, but rather for their vision of further de-
velopment of the social and economic world systems.

Thus, one of the main OECD scenarios is based on a significant reduction in the
volume of trade in goods and services between Russia and the rest of the world by 40%,
and the consequence of this option will be a decrease in GDP of our country by -2.6%
[11]. Moreover, the opposite impact is also recognized - the loss of real incomes of the
population in OECD countries is estimated in the range from -0.4% to -2.9%.

The International Energy Agency (IEA) forecasts an intensification of the struggle
for energy resources and markets. It is assumed that by 2030 the world demand for oil
will reach its peak (102.4 million barrels per day), but at the same time the U.S. will
increase the supply in the market by 4 million barrels per day, and Russia will reduce
production by 2 million. Thus, the share of our country in global oil production in the
medium term will decrease (Fig. 6), and in general, the restructuring of trade relations
in the global energy market is predicted, but its future configuration is recognized as
uncertain [20].

In addition to the restructuring of trade relations, military conflicts are also pre-
dicted. Thus, through the activation of the biased media, the idea of an inevitable
conflict between China and Taiwan is beginning to spread in the global public con-
sciousness. For example, according to Oxford Economics (the world’s largest analytical
group working in the field of quantitative analysis and forecasting using mathemat-
ical models), obtained as a result of surveys of the expert community conducted in
September 2023, the main geopolitical risk is a possible China-Taiwan conflict [31].
Moreover, 37% of respondents believe that it may occur in the next two years, and
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62% already believe that it may occur in the next five years. The business community
is even more pessimistic - 87% of surveyed businessmen believe that this conflict will
occur within the next five years, and 70% believe that this process will reduce the level
of interaction between the U.S. and China [31].

100%
90%
80% 57,14% 56,96%
70%
60%
50% -
40%
30%

12,18%

20% 18,60%
10%

0%

2021 2030
m USA = Saudi Arabia = Russia Restof the world

Figure 6. Oil production by individual countries (share of total)

The consequences of this conflict will be a reduction in interaction between the
US, the EU on the one hand, and China on the other. Estimated scenarios provide
for closing access to new technologies, increasing US duties by 20 p.p., and by 10 p.p.
on the part of Japan, the EU, the UK and Canada. China is also expected to retaliate.
The GTAP model calculations showed that global GDP would decline by about 1pc
annually relative to the baseline scenario and growth would be 1.1% in 2024 and 2.2%
in 2025. As for the major contributors, China’s GDP would contract by 2.8% relative
to the baseline and US GDP by 1.6%. Oxford Economics also estimates that the inten-
sification of the trade war will lead to a more than twofold decrease in exports from
China to the US, and to Taiwan and other allied countries by 20%. At the same time,
China will partially reorient trade flows and increase exports to other countries of the
world by 30% [31].

The actual discord between the countries began long ago, and since 2018, in the
process of the trade war unleashed by the United States, it has had a tangible effect of
reducing trade (Table 4).
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Table 4. Trade dynamics between the US and China [32]

China’s imports to U.S. imports China’s exports to U.S. exports
the United States to China the United States to China
(as a percentage of | (asa percentage (as a percentage (as a percentage
total imports into | of total imports of total Chinese of total U.S.
the United States) to China) exports) exports)
2003 12,5 8,22 21,1 391
2004 13,8 7,97 21,1 4,23
2005 15,0 7,39 21,4 4,57
2006 15,9 7,49 21,0 533
2007 16,9 7,27 19,1 5,61
2008 16,5 7,20 17,7 5,50
2009 19,3 7,73 18,4 6,58
2010 19,5 7,36 18,0 7,19
2011 18,4 7,06 17,1 7,03
2012 19,0 7,36 17,2 7,15
2013 19,7 7,87 16,7 7,72
2014 20,2 8,17 17,0 7,64
2015 21,8 8,95 18,0 7,71
2016 21,4 8,50 18,3 7,96
2017 21,9 8,41 19,0 8,40
2018 21,6 7,31 19,2 7,22
2019 18,4 5,99 16,8 6,48
2020 19,0 6,63 17,5 8,74
2021 18,4 6,76 17,2 8,63
2022 17,1 6,59 16,2 7,46

Recently, the press has increasingly often published articles that discuss the main
problems of the PRC, which, according to observers, are related to the aging of the
population, high youth unemployment, declining investor optimism, etc. [16]. [16].

In the document “Defense Budget Review for 2024” issued by the U.S. Depart-
ment of Defense, countering the PRC is a priority for this agency and is number one
in almost all sections of the document. In this regard, the planned budget for 2024 is
expected to be $842 billion, an increase of $26 billion over the current year and $100
billion over 2022. [17].

For its part, the PRC views the U.S. military expansion as extremely negative. For
example, in late February 2023, the official website of the Chinese Foreign Ministry
posted an article “U.S. Hegemony and Its Risks,” in which the United States is actually
accused of actions that have led to humanitarian disasters that have claimed more than
900,000 lives and made refugees of more than 37 million people around the world [34].
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Other leading international organizations also associate economic risks with Chi-
na. For example, OECD analysts identify a sharper slowdown than previously expect-
ed in China’s economic growth as a key risk to the global economy. They link it to
the decline in consumer confidence in Chinese goods and problems in the real estate
market. The corresponding estimates show that the decrease in domestic demand in
China by 3 p.p. can reduce global GDP growth by 0.6 p.p.. At the same time, structural
problems in the Chinese economy will lead to a slowdown in China's GDP growth in
2023-2024 [29]. To maintain its economic, military and technological leadership, the
U.S. will use various methods of pressure on other countries, for example: imposing
unfavorable monetary policy on peripheral countries through controlled regulato-
ry bodies, collecting technological rents, lowering labor remuneration in dependent
countries, provoking military conflicts, creating a negative information background,
non-equivalent commodity exchange and others.

One of the directions of weakening the EU, in addition to cutting off Russia’s en-
ergy resources, is to impose doctrines about the ineffectiveness of energy subsidies
in European countries. Thus, the IMF working paper dated September 2023 contains
arguments for and against financial support of European enterprises in terms of en-
ergy subsidies due to high volatility of prices for fuel and energy resources because of
geopolitical tensions [10].

The authors explicitly recommend the provisions in the paper as guidelines for
the authorities. In their view, energy subsidies to some extent undermine climate and
energy security objectives by hindering the transition to a green economy. In addition,
the paper emphasizes that such subsidies mean increased fiscal spending, which re-
duces the efficiency of the economic system as a whole. One of the arguments against
the funding is the possible problems in the political sphere that could arise in case of
future subsidy reductions. And in this regard, it is proposed to assess the feasibility of
its initial introduction.

The general conclusion is that support of this kind should be limited and targeted.
It can be stated that there is a policy aimed at reducing support for industry in the EU
in order to worsen their competitive opportunities in the world markets. And this at-
titude is being developed in the IMF head office in the USA - the main beneficiary of
the ongoing processes.

Thus, the following conclusions can be drawn:

1. Currently, almost all international organizations forecast geo-economic frag-
mentation in the short and medium term.

2. The readjustment of ties and the division of the world into macro-regions will
not entail a sharp decline in macroeconomic indicators. By the way, this is also con-
firmed by a simple analysis of trade dependence between countries. Table 5 shows data
for the world as a whole, individual countries and the EU. As can be seen, the main
actors of the global economic system (the United States, China, India and Russia) are
states with trade dependence below the world average, while the situation is the oppo-
site for the EU, so they will suffer more during trade wars.
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Table 5. Ratios of imports and exports to GDP for selected countries of the world in 2022,

)

in % [21]
Place countries Imports/GDP Place countries Exports/ GDP
in the world in the world

1 Luxembourg | 175,1 1 Luxembourg | 209,4
2 Malta 156,6 2 Singapore 186,6
3 Singapore 150,3 3 Malta 168,0

EU 54,3 EU 55,9

95 Germany 48,3 48 Germany 50,3

128 France 38,1 87 France 34,0

137 UK 36,2 92 UK 32,7

World 30,1 World 30,6

154 India 26,9 110 Russia 28,2

158 Japan 18,7 138 India 224

161 China 17,5 145 China 20,7

164 Russia 15,6 153 Japan 18,2

173 U.Ss. 14,6 166 uU.s. 10,9

3. 'The initial estimates of international organizations (IMF, National Bureau of
Economic Research, OECD, etc.) published in March-April-May 2022 regarding the
depth of the decline of Russia’s economy have not been confirmed. It should be also
noted that the maximum decline of Russia’s GDP in the modern history by -14.5%,
which occurred in 1992, was the result of the collapse of the country and the severance
of many economic ties, so the limited sanctions pressure could not in principle cause
a similar effect in the short term. Moreover, back in 2018-2019, together with the Na-
tional Supercomputer Center of the People’s Republic of China, we calculated the con-
sequences of a trade war between the “China-Russia” and “US-EU” country blocs and,
in particular, the effect of a trade embargo on Russian export goods. Depending on
the scenario, the range of our country’s GDP reduction was from -0.881% to -2.16%,
and as real life has shown, in 2022 this indicator just decreased by -2.1% [3; 4]. More
relevant calculations we have carried out are given in the article “Hybrid wars in the
macroeconomic super-system of the XXI century” [1].

It should be emphasized that forecasts from international organizations have long
been a means of manipulating public opinion. For example, the Bloomerg agency ana-
lyzed more than 3,000 forecasts for different countries of the world from the IMF for a
relatively quiet period from 1999 to 2019 and estimated the average deviation from the
actual data to be 2 percentage points. But the main point is different - for the USA in
80% of cases economic growth was overestimated, while for the PRC only in 20% [18].
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Scenarios of world dynamics

Over the past 4 years, together with the FSO of the Russian Federation and the
D. I. Mendeleev Institute of Demographic Policy, we have been measuring the poten-
tial of 193 UN member countries of the world using a large set of statistical indicators
and methods of multivariate statistical analysis. The obtained integral indices - indica-
tors of “national strength’, determine the power of a country in the multidimensional
system of world relations [5].

Fig. 7 shows the leading countries according to this index, showing two centers of
power - the United States and China - and potential centers (Russia, India and Germa-
ny), which can create coalitions of countries with similar interests. Thus, when form-
ing scenarios, we will also keep in mind the possible formation of new alliances on the
basis of potential centers of power.

== (5) cGermany 3,90
_—(6) France 2,67

>

__—(7)Japan 2,61

——(8) Brazil 2,18
J ~ (9) Republic of Korea
1,99

(10 Haly 1,97

- (11)Canada 1,74

— (12) Great Britain
1,67

- (13) Australia 1,52

e T~ (14) Saudi
B Arabiai, 48

The rest of the 178 countries
34,50 N

.
- (15) Indonesia 1,46

Figure 7. Integral indicators of national strength for the top 15 countries in 2021; the sum
of the indicators for all states is 100, source: author’s calculation

For the calculations, let’s assume two scenarios:

1. China and India joining the U.S.-initiated sanctions pressure on Russia, which
means halting exports of Russian goods to these two countries.

2. Formation of the “Russia-Germany” union, entailing an increase in trade
turnover by 30% relative to the level of 2021. This scenario is unlikely in the short
and medium term, but it will show the potential benefits of such cooperation. Earlier
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calculations conducted by The Central Economic Mathematical Institute, showed the
maximum technological commonality between the mentioned countries, calculated
with the help of unified tables “input-output” for 60 countries in the context of 40
industries and methods of multivariate statistical analysis. Moreover, Russia and Ger-
many are as close as possible. Thus, if it were not for the political decisions taken by
the EU, which have negative consequences for the development of the economies, the
benefits of cooperation could also be significant.

It should also be noted that the model complex we use has natural limitations in
calculating the consequences, which will show only direct damage from the imposed
restrictions and partial involvement of compensating mechanisms - restructuring of
trade flows [3]. However, more important mechanisms to counteract sanctions are
monetary policy measures, development of industries with a large multiplier, etc., but
it is difficult to realize them within a single scenario, so when using the model, we will
limit ourselves to calculating the consequences of direct impact only.

The obtained results are summarized in Table 6. As can be seen, even the most
negative option for our country will not cause the collapse of the economy, and the
union of Russia and Germany entails a noticeable increase in GDP.

Table 6. Scenario results: GDP growth/decline, in percentage points relative to the inertia
variant

Countries Scenarios
1 2
Russia -3,5 2,1
China -0,2 -0,3
India -0,2 -0,1
U.s. 0,4 -0,1
Germany -1,1 1,5
UK -0,3 -0,4
EU -1,2 -0,6

Another conclusion is that trade wars have a negative impact on practically all
participants of the world economic system. And even an insignificant gain for the
United States in the first scenario is short-term and not fundamental.

Conclusion

Why did the unprecedented anti-Russian sanctions fail to collapse our country’s
economy or, as promised by the United States, “tear Russia’s economy to shreds™? If
we do not operate with volatile indicators (GDP, CPI, etc.), which are derived from
a complex system of economic relations, but consider the above-mentioned complex
indicator of national strength, showing the potential of a particular country, then our
country steadily ranks 3-4 for a long period [5]. Stability is ensured by the complexity
of the indicator, which integrates several components: resource, military, scientific,
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financial, production, etc., as well as by the complex index of national strength. So,
to collapse a country with great power, restrictive sanctions alone are not enough. Of
course, their gradual impact over a long period of time can weaken any state, including
Russia, but the effectiveness of external pressure can be offset by forced internal devel-
opment and diversification of the industry system.

In addition to national strength, we calculated national security indices, which
allowed us to identify Russia’s most vulnerable places in comparison with other states
in the unified cluster of the world’s leading countries. First of all, these are population
decline due to high mortality, low birth rate, strong social stratification, as well as the
monetary policy of the financial authorities and the deterioration of science and edu-
cation. A separate study has been devoted to specific indicators, as well as mechanisms
to rectify the situation, but it should be noted here that it is these pain points that will
be the target of further pressure from the collective West [6]. In this regard, the main
efforts of public authorities of our country should be focused on improving the situa-
tion in problem areas.

Based on the analysis of the materials of the most quoted international organiza-
tions, it can be concluded that the fragmentation of world trade is intensifying, initiat-
ed by the United States, not only to punish Russia, but also to weaken Europe, which is
more dependent on international commodity exchange. The reconfiguration process
will take time due to the inertia of most large economic systems.
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