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This paper sets out to explore the mechanisms translating natural resource abundance in Russia into inferior economic outcomes. To this aim, I will explore the influence of international factors upon policy choices at critical junctures is mediated by domestic structural and institutional factors, and the way policy choices and institutions formed during earlier periods go about influencing policy responses to international crises in the times that follow. 

The first part of the work emphasizes the role of structural factors that shaped Russian policy response to the 1974 oil crisis. While other advanced industrial countries, hit by the quadrupling oil prices, were forced into a painful restructuring, Soviet Union was one of the few winners of the crisis. It went about enhancing the role of the oil industry and could afford to postpone solving efficiency and structural problems. During this first episode, the distributional impacts of the international crisis, conditioned by the structural characteristics of the respective economies, explain policy choices better than other factors (are sufficient to explain divergence in policy responses). 

The second episode in the Russian economic history when the influence of the international economy is felt strongly is the Perestroika period. The reform program of the mid-1980s is triggered by plunging oil prices, and responses to the crisis are path dependent. The choice of policy options is restricted by the legacy of over-reliance on natural resource revenues as a policy tool, which leads to eventual inability to conceive reform measures that are not related to fiscal redistribution. At this stage the influence of the international economy is mediated by domestic institutional factors, among which is a drastically reduced ability of the state to intervene in the economy and society. 

The next part of the work deals with the path of transition to the market. Here I argue that the influence of the sectoral factors on policy choices in influenced by the institutional factors such as mechanisms of interest representation and the legacy of instrumental use of oil revenues. Sectoral interests get fairly direct access to power structures in the democratizing Russia.. The legacy of reliance on oil now takes a more instrumental character in shaping the emerging state: not only oil revenues are crucial for the state budget (hence a nationalist overtone), but also play an important role in directly determining the outcome of electoral battles. 

The work concludes with a discussion of the role of natural resources in the post transition period, when driven by international instability, prices fluctuate around increasingly high levels. The focus of this part is on developmental outcomes in terms of diversification of economic structure, and political implications. I will examine whether the hope (and often a positive statement) that natural resources (will) serve as an driver of an economy-wide development and diversification. Although natural resource-based groups have created around themselves extensive nets of financial, media, and telecommunications industries, the hopes of creating value added sectors that would help spread the benefits of economic development to the masses of population have failed to materialize. Dependence on natural resources remains, despite the high rates of economic growth in the last five years and the introduction of a stabilization fund. 
