SOCIO-ECONOMICAPPROACH TO THE STUDY OF FOREIGN ECONOMIC RELATIONS
OF THE REGION'

The article is devoted to considering of socio-eco-
nomic approach to the study of foreign economic rela-
tions of the region, the main statements of the approach
are formulated. The indices of foreign trade activities
of Sverdlovsk region, the volume of foreign investment
are analyzed, countries which can be region’s strategic
partners are identified. In the article the tasks and di-
rections of regional foreign policies to improve competi-
tiveness and socio-economic development are defined.

The problem of enhancing release of the Russian
regions on a global level is now more than ever.
Subject of the Federation represents the level of
administrative and managerial hierarchies that best
defines the positioning and specification of the
competitive advantages of the country with a federal
structure. Country's competitiveness as a whole are
assembled from competitiveness of each Russian
region. Interregional economic relations become
more closely intertwined with foreign economic and
regions increasingly are approved in the category of
full partners in international economic relations [6].

Socio-economic approach to the study of a re-
gion has been actively developed since the 60—70-
ies of XX century [4, p. 54-85]. This approach is
theoretically put the level and quality of life of the
population in dependence on the functioning of the
economy of the region. In this approach the region
is a socio-economic complex (system), the basic
units (components) of which (material production,
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social) are balanced and provide stability for the re-
gion. Based on this definition, we can formulate the
following principles of socio-economic approach to
the study of IER (international economic relations)
of the region:

1. Region is an open socio-economic system
with a built in it foreign economic complex.

2. 1ER is a tool to improve the socio-economic
development and regional competitiveness.

3. IER of region are effective in the case when
help improve the level and quality of life.

As foreign economic activity intensifies consid-
eration of socio-economic characteristics of foreign
economic relations of both the region and the coun-
try as a whole has become more urgent. This is un-
derstandable, because the introduction of new ele-
ments into the national media can not avoid impact
on existing economic order, affecting the interests
of many sectors of society, on the other hand out of
business structures for a national framework creates
a different socio-economic aura of peace.

Socio-economic aspect of foreign economic re-
lations development should become one of the most
important strategic guiding lines. Possible socio-
economic effects of foreign economic transforma-
tion should be carefully calculated, possible ways,
methods, techniques of smoothing (regulation)
in relation to various facets of foreign models and
emerging situations should be planned.

The main difference between the competitive
advantages of regional managers of the country lies
in the greater mobility of production factors. In
the future openness of the economy of individual
regions will increase, primarily due to integration
into the world economy. Competition between re-
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gions, occurring in increased mobility of produc-
tion factors will increase the dependence of export
potential and interregional trade in the region by
changing the competitive advantages of regions [4].
All these factors make the scientific community
the task of theoretical and methodological qual-
ity, and methodological support for the challenges
of globalization — the integration — localization
— competitiveness.

Sverdlovsk region, despite the difficulties associ-
ated with the overall macroeconomic situation, is a
dynamically developing region today, and Sverdlovsk
enterprises continue to implement projects of mod-
ernization and development [1].

The strategic plan of Sverdlovsk region focuses on
the innovative renewal of traditional sectors of the
economy and structural diversification of the econ-
omy through innovative technology development.

An important element of a favorable investment
climate is the new industrial infrastructure. To date,
the basis of foreign trade in the region is exporting
goods and services, exceeding imports by almost 3
times. Sverdlovsk region belongs to the subjects of
the Russian Federation, which is actively involved
in foreign economic activity. Foreign trade of
Sverdlovsk region in the pre-crisis period (particu-
larly in the last 10 years) has grown steadily — as
with the CIS countries and with foreign countries
(Fig. 1).

Decline in exports in 2009 was mainly due to
lower cost in the supply of metals and products from
it. The decline in imports in 2009 was due to reduc-
tion of supply of machine-building products, chem-
ical products, etc.

Foreign trade turnover of Sverdlovsk region in
8 months of 2010 amounted to 5,373 million U.S.
dollars, with 3,852 million dollars comes from ex-
ports, and 1521 million U.S. dollars for imports.

Compared to the same period in 2009 export growth
in value terms amounted to more than 30% (at cur-
rent prices), growth in imports — 18%. The non-
CIS countries had 86,1% of total turnover (4.6 bil-
lion U.S. dollars), while the CIS countries — 13,9%
(731.6 million U.S. dollars). These statistics once
again confirms that the decrease in foreign trade
turnover of Sverdlovsk region in 2009 was due to the
global financial and economic crisis and according
to forecast estimates foreign trade turnover at the
end of 2010 will be comparable with the turnover of
the pre-crisis 2007—2008 period.

In the commodity structure of exports has tradi-
tionally dominated by black and nonferrous metals
and its products, which share in January—June 2010
was 51%. Also, a significant share of exports in the
region has chemical products and rubber products
(20%). Deliveries to the export of machinery, equip-
ment and vehicles amounted to 14% of total exports.

In the commodity structure of imports today ma-
chinery, equipment and vehicles (41% of total im-
ports), mineral products (16%), chemical products
(15%), and also metals and its products (12%) are
dominated.

Sverdlovsk region today is one of the most invest-
ment-attractive regions and has an active policy to
attract foreign investment. The overall dynamics of
inflow of foreign capital is presented in Table.

In the first half of 2010, foreign investment
increased by 27% compared to a year ago and
amounted to 740 million U.S. dollars. In general,
we can note that the rate of investment activity in
2010 reflects the state policy of attracting foreign
investments and increase foreign investor interest in
Sverdlovsk region.

In connection with this the amount of «other»
investment (i. e. commercial and other loans) is the
most revealing in the first half of 2010. Their overall
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Fig. 1. The dynamics of foreign trade turnover of Sverdlovsk region in 1998-2009, million USD (at current prices)
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Table
Dynamics of foreign investments in Sverdlovsk region
in 2000-2009, million USD

year total direct indirect others
2000 163 74 0 90
2003 1315 76 15 1224
2004 517 63 2 452
2005 1094 13 1 1079
2006 1390 4 229 1157
2007 1338 119 392 828
2008 2114 345 5 1763
2009 1366 88,0 11,2 1267,7

growth in 12,6% compared to the first half of 2009
reflects the continued stabilization of the situation,
including the credit markets.

The volume of portfolio investment 105 mil-
lion USD was a distinctive feature of the first half
of 2010 and this figure exceeded the level of 2009
more than 14 times. Activity in the stock market is
certainly a prominent feature at the end of 2009,
when companies began to enter the equity markets
actively. Selling stakes in large regional enterprises
of metallurgical production should be taken into ac-
count too. Metallurgical enterprises have received
more than 65% of the total foreign investment in
Sverdlovsk region.

The international migration has great impor-
tance in foreign trade activities of Sverdlovsk region
as its component. Labour migration plays great role
for the region. In 2009, the proportion of migrants
who arrived from Ukraine, Kazakhstan and Central
Asia in the total international migration has not
changed in comparison with 2008 and amounted
to 69.3% (in 2007 this share was slightly higher —
73%). Meanwhile, according to the Department of
Public Employment Service of Sverdlovsk region
74.4 thousand unemployed was officially registered
at the end of June 2010. Total unemployment was
6.7%, registered — 3.1% of the economically active
population. Thus, unemployment is low. Conversely,
there is a shortage of labour, therefore, it is advisable
to attract migrants from neighboring countries such
as Kazakhstan or China, and highly qualified spe-
cialists for the transfer of expertise, for example from
Europe.

Thus, by analyzing the foreign economic activ-
ity of Sverdlovsk region - its foreign trade, attracting
foreign investment and migration policy, it is pos-
sible to conclude multi-directed foreign economic
relations of the subject of the Russian Federation.
In particular, the proven long-term partners of the
region are located in Western Europe, among the
high-tech developed countries such as Germany,

Africa 2,2% America 13,4%

CIS countries
14,3%

Asia (without
CIS) 27,6%
Others 0,2%

Europe (without
CIS) 42,3%

Fig. 2. Geography of exports of Sverdlovsk region
in 2008

France, the Netherlands, the UK, Italy; also the
CIS member states form important set of interests
for the region, namely, Kazakhstan, on the bor-
der with which region spaced relatively close, and
which is very similar to Russia's economic structure,
and other Central Asian states, such as Tajikistan,
Uzbekistan, which together with Kazakhstan and
Russia are members of the Eurasian Economic
Community (EEC) and the Shanghai Cooperation
Organization (SCO); and Belarus — a member
of the Union State of Russia and Belarus and the
Eurasian Economic Community, Asian nations such
as China and India, which, having a strong growing
economies, are present in many areas of the world
economy and maintain cooperation with almost all
the world (Figure 2).

In the light of changing balance of forces in the
system of world economic relations, we have to
talk about «rising countries-giants», the largest and
most powerful of which form the already mentioned
BRIC group. In other words, the global situation re-
cently drew attention to several major states which
accumulate the prerequisites for the transition to a
higher level in the global hierarchy despite past and
current backlog, and start weighty influence on the
formation of a world order. Russia, under transitiv-
ity of its economic system, the incomplete develop-
ment of many market mechanisms and, at the same
time, the huge economic potential, according to
some estimates, is able to take the place of the nu-
cleus of the BRIC. Taking into account that Russia
is closely linked with Western Europe (as was noted
above and shown in the example of Sverdlovsk re-
gion), it can perform a mediating function between
developing countries (China, India, Brazil and oth-
ers) and developed. Specifically, in economic vein,
and specifically in the case of Sverdlovsk region, this
will be reflected in the fact that it can become a tran-
sit region of many global economic processes. This
can be expressed not only in the operation of large-
scale database of goods transshipment (as the region
occupies an intermediate geographical position be-
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tween developed Europe and emerging Asia), but
also in the establishment of investment and financial
centers (exchanges, banks), re-training centers and
language training of international working forces,
etc. While such perspectives are only theoretically
possible, the desire for them step by step implemen-
tation will contribute to the economic development
of Sverdlovsk region.

Among this group of countries, special atten-
tion should be paid to the People’s Republic of
China (PRC). International economic relations of
Sverdlovsk region with the provinces of China be-
come stronger from year to year, trade turnover, the
volume of capital flows, foreign investment, exchange
of educational purposes are growing, economic and
technological cooperation is developing, the amount
of labour migration is increasing. Sverdlovsk region,
being at the crossroads of Europe and Asia, feels
Eurasian challenges directly and should respond to
that need without delay and every day. China fac-
tor in these challenges plays not last role, and in this
connection it is actively included in the foreign eco-
nomic strategy of the region. Today, the volume of
exports to China exceeds the volume of imports. Ural
and Chinese industrial enterprises have maintained
close economic ties. For example, in 2008 machine
building corporation «Uralmash» signed an agree-
ment with a group of heavy engineering industry in
Guangzhou; Ural Optical and Mechanical Plant
was opened in China subsidiary to produce geo-
detic instruments. Therefore, cooperation between
Sverdlovsk region and China should move forward.
The main priorities in the development of foreign
economic relations of Sverdlovsk region and prov-
inces of China should be:

— Joint development and introduction of high
technologies;

— Attracting Chinese investment in the econ-
omy of Sverdlovsk region;

— Cooperation in the fields such as energy con-
servation, wood processing, mechanical engineering;

— Development of education, exchange of ex-
perience and knowledge.

Continuation of dynamic development of foreign
and international relations, set in the previous years,
the strengthening of international prestige and influ-
ence of Sverdlovsk region in the world arena are the
key objectives in the strategy of foreign economic ac-
tivity in the region against the background of global
economic growth taking into account the guidelines
of the foreign trade of the Russian Federation con-
tained in the concept of long-term socio-economic
development of Russia. In this connection it is nec-
essary to accomplish the following tasks:
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1. Improving the competitiveness of domestic
goods in domestic and overseas markets.

2. Improving the investment climate in the re-
gion, creating favorable conditions for attracting
foreign investment in economy.

3. Establishment of schemes of direct export-
import operations with foreign countries.

4. Appearance of enterprises of Sverdlovsk re-
gion in the world's major stock exchanges.

Thus, in terms of socio-economic approach for-
eign economic relations are a tool to improve the
socio-economic development and regional com-
petitiveness. It is not only the foreign trade turnover,
which increases the volume of industrial produc-
tion, fiscal duties and the completion of the budget,
but the ability to attract foreign investment in the
creation of high-tech industries, to attract advanced
foreign experience professionals, seek new markets
for products with high added value and new ideas to
create the infrastructure for small and medium-sized
businesses.

One of the projects aimed at increasing the pro-
portion of products with high added value in the
production structure is a project to create a special
economic zone «Titanium Valley». There will be
projects to develop the production base of raw tita-
nium, production of semi-finished products from
titanium for use in various industries, parts and
components for the aerospace industry. This will
create a special machine-building complex that will
work in the manufacture of titanium equipment for
chemical, aviation and railway engineering, ferrous
metallurgy and nuclear power. At the moment, ac-
cording to the Government report, five corpora-
tions — Arvi, SR Systematics, Mashprom, United
Aircraft Corporation and MAG — are willing to
sign an agreement of intention to obtain residence
status (totally more than 25 companies confirmed
the interest to the project). The company even with
100 percent foreign capital can take participation in
the FEZ (free economic zone). Taxes on property,
land and transportation will not be levied from resi-
dents, and profit tax rate will be reduced from 20%
to 15.5%. In addition, «Titanium Valley» will have
the status of a free customs zone; residents will have
the right to import foreign goods without paying
customs duties and VAT, as well as other benefits.
In this case, according to preliminary estimates, by
2030 the project is to bring the budgets of all levels of
179 billion rubles. Project of this kind can really lead
the region to new and more advanced position on
the national and global levels [5].

In regional economy there are already a number
of studies confirming the positive impact of foreign
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economic relations of the region on its socio-eco-
nomic development [2]. Open trade policy in China,
Australia allowed them to increase the pace of eco-
nomic growth within a few decades, to change the
structure of production and consumption, improve
it and bring to Western standards of quality and ef-
ficiency. Russian regions are also not an exception
from global trends. Today Ural is a part of the world
economic space, but the structure of its foreign eco-
nomic relations remained still with a negative trend
to increased raw material export specialization.
Therefore, the solution of tasks of regional develop-
ment will allow using the external economic rela-
tions more effectively and efficiently. The integra-
tion of regions into the world economy is effective in
the case when consumers prefer domestic products,
and manufacturers are able to offer to foreign mar-
kets competitive products highly processed or high-
value-added. Then the use of foreign economic
relations will lead to improving competitiveness,
increasing production, employment, growing of in-
comes and, consequently, to growing of budget reve-
nues in the region, rising of purchasing power, which
in turn leads to the development of trade, transport,
services and culture and, ultimately, to improve the
level and quality of life. Therefore, today it is im-
portant to highlight the following areas of regional
foreign policy: changing the structure of production
towards high-tech products, development of trans-
port and logistics infrastructure, attracting foreign
investment, the creation and strengthening of inter-

regional relations. All this will favour the competi-
tiveness of Sverdlovsk region at the national level,
the harmonious integration into the world economy
and creating conditions for advantageous social and
economic development.

References

1. Andreeva E. L. The organizational structures of firms in
the context of globalization: the manual / E. L. Andreeva. —
Yekaterinburg: Ural state. econ. univ., 2003. — 242 pp.

2. Kapustina L. M. Region in the global and national
economic space. Ekaterinburg: Ural Branch of RAS, 2000. —
360 pp.

3. Foreign economic activity of enterprise: a textbook for
university students studying economics / L. E. Strovsky and
others. — 4th issue, revised and add. — M.: UNITY-DANA,
2007. - 799 pp.

4. Region in the new paradigm of spatial organization of
Russia / Ed. by A. I. Tatarkin; RAS, Ural Branch, Institute of
Economics. — Moscow: ZAO Publishing House «Economics»,
2007. — 751 pp.

5. Parfentyeva I. 1. Titanium Valley has been legalized /
Kommersant.ru: news online. url: http://www/kommersant.
ru/doc.aspx?DocsID=1561989&NodesID=4 (date of access
21.12.2010).

6. Analyzing socioeconomic inequalities within the context
of 20 years of national economic system transformations /
Edited by Academician Alexander Tatarkin. Ekaterinburg:
Publishing house of Institute of Economics (Ural branch of
Russian academy of science), 2010. 213 p.

U.D.C. 339.9(1)

keywords: globalization, foreign economic relations, regional
competitiveness, socio-economic development, Sverdlovsk
region

MPEUMYLLECTBA IOTAPOCCUU NPU AKTUBU3ALIUKN YHACTUA
B HALLMOHANbHbIX U MUPOXO3AWCTBEHHbIX MPOLLECCAX

B cmamve onpedenenvt npeumywecmea IFOea
Poccuu xax obsexma axmueuzayuu yuacmus é Ha-
UUOHANBHBIX U MUPOXO3AUCINEEHHBIX NPOUECCax 8 YC-
A0BUAX PA3GUMUS 2A00aAU3AYUUU U PecUOHAAU3AUUU
muposoti skoHomuxu. Ilpu npasusvHom ux ucnonsb-
306anuu FO0e Poccuu écmanem na nyms ycmou4ugozo
pocma u pazeumust, NOAHOYEHHO UHMe2PUpyemcs 6
e0uHoe COUUAaNbHO-IKOHOMUUECKOe NPOCMPAHCMEO
CMPamnbvl U BHeWHEIKOHOMUYECKUEe NPOUecchl.

IOr Poccuu mocnenHue necaTWIeTUSI acCOLU-
UpyeTCsl B OCHOBHOM C TaKUMM TOHSATUSIMU, KakK

C. C. Pewiues

«KPYITHENIIAas1 CENbCKOXO3SIMCTBEHHASI XXUTHULIA» U
«borareiimii KypopTHO-0310POBUTEIbHbBIN KOMII-
JIEKC CTPaHbl», pa3BUTUE KOTOPBIX BCETAA CUMTAIIOCH
MPUOPUTETHBIM HaMpaBIeHUEM COLUATbBHO-3KOHO-
MUYECKOM MOJUTUKHU rocyaapcrBa. OQHAKO 3TUMU
MPUOPUTETHBIMY HaMpPaBJIEHUSIMU 3aMETHbII BKJIa]l
IOra Poccuu B HaLlMOHAIbHYI0 9KOHOMUKY HE Orpa-
HUYMBAETCS: Ha TPOTSKEHUM YK€ HECKOJNBbKMX Je-
CATWIETUI OH 3aHUMAET CYI1IECTBEHHOE MECTO B pe-
aJn3aly KPYIHbIX 001lIeHAMOHAIbHBIX TPOEKTOB
B 00J1aCTU CEIbXO3MAILIMHOCTPOEHUSI, DJIEKTPOBO-
30CTPOEHUSI, SHEPreTUYECKOro MalllMHOCTPOEHMUSI,
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