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Russia slides from technological 
superpower to also-ran
By Steve Johnson

Earlier this year, the 
FT wrote that, as far as 
emerging market equity 
investors are concerned, 
the Brics are dead, and 
have been replaced by the 
Ticks.

The rationale was that 
the collapse in commodi-
ty prices has badly holed 
the economies of Brazil 
and Russia which, in al-
liance with China and In-
dia, had formed the Brics 
quartet dreamt up by Jim 
O’Neill, then chief econ-
omist of Goldman Sachs, 
in 2001.

Instead, equity inves-
tors were buying into the 
Ticks, which feature Tai-
wan and (South) Korea, 
alongside China and In-
dia, ignominiously dump-
ing Brazil and Russia in 
the process, as the first 
chart shows.

A key driver of the trend 
was the rise of technolo-
gy companies in emerging 
markets, a sector in which 
each of the Ticks excels 
but Brazil and Russia do 
not.

As the second chart 

shows, tech stocks ac-
count for 35.9 per cent 
of Taiwan’s stock market 
capitalisation, 14.1 per 
cent of the Indian market 
and 9 per cent of that of 
South Korea.

Admittedly, technology 
stocks only constitute 4.8 
per cent of China’s main-

land equity market, but 
this is misleading.

As China’s onshore A 
shares are not yet includ-
ed in MSCI’s flagship 
Emerging Market index, 
which is followed by most 
EM fund managers, what 

is meant by “China” is re-
ally Hong Kong.

As the chart shows, 
Hong Kong has an 11.6 
per cent weighting to tech 
stocks. Moreover, many 
of China’s largest tech-
nology companies, such 
as Alibaba, Baidu and Ne-
tease, are listed in New 

York but are also includ-
ed in the MSCI EM index 
(as indeed are Taiwan and 
South Korea, for those 
who get hot under the col-
lar about the FT describ-
ing them as emerging 
markets).

Yet tech stocks account 
for just 4.1 per cent of 
the Russian stock market. 
This, admittedly, is not a 
pitifully low level: it is 
higher than in the Euro-
pean Union, Canada, Aus-
tralia and poor old Brazil, 
where the weighting to-
wards tech is a princely 
0.3 per cent.

Yet, to someone whose 
formative years were 
lived during the cold war, 
when the Soviet Union 
and its arch nemesis the 
US were the two techno-
logical superpowers dom-
inating the planet, it still 
seems odd.

The USSR was, of 

course, the first coun-
try to launch an artificial 
earth satellite and to send 
a man into space. Its rock-
ets remain the only way 
astronauts, even those 
from the west, can reach 
the International Space 
Station.

The Soviet Union’s 
strength in physics and 
mathematics ensured the 
country could match the 
best of America’s military 
technology, particularly 
in the nuclear sphere.

So it might seem slight-
ly puzzling that, when it 
comes to producing tech-
nology companies, Russia 
now lags so far behind the 
likes of China and India. 
“What the hell has gone 
wrong?” asks one person 
with knowledge of Rus-
sian industry.

There appears to be lit-
tle consensus as to what 
precisely has gone wrong, 

and what Moscow needs 
to do to better exploit its 
impressive scientific leg-
acy.

To David Lubin, head 
of emerging markets eco-
nomics at Citi, part of the 
answer lies in Russia’s 
limited freedom of ex-
pression. 

“No one in Russia has 
much sense of being able 
to do things. I guess the 
explanation for that is 
deep in the political sys-
tem and political culture. 
You have got to allow 
dissent and disagreement 
and artistic self expres-
sion to allow the innova-
tion that technology relies 
on,” he says.

“To have depth you need 
to have political freedom, 
and no one does that like 
the US,” adds Mr Lubin, 
who cites the example of 
Lady Gaga, an often out-
landishly attired singer, 

Once a powerful space 
race adversary to the 

US, Russia struggles 
to develop technology 
companies

The Moskva River in Moscow
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performing during the 
half-time interval of this 
year’s Super Bowl, the 
most watched event in the 
US television calendar, as 
an example of the sort of 
cultural freedom Russia 
would never countenance.

Having said that, coun-
tries such as China are 
not particularly noted for 
encouraging freedom of 
thought and expression 
either.

In contrast Charles 
Robertson, global chief 
economist at Renaissance 
Capital, a Moscow-based 
investment bank, believes 
Russia has been a little 
more successful in the 
tech field than might at 
first appear.

Mr Robertson cites the 
examples of Yandex, Rus-
sia’s answer to Google, 
and Mail.Ru, an internet 
group controlled by bil-
lionaire Alisher Usmanov. 
Perhaps less intuitively, 
he also argues Magnit, the 
country’s largest food re-
tailer, can be regarded as 
a tech company.

“Retail is about logis-
tics and the management 
of logistics. Magnit has 
developed [those opera-
tions] itself. It’s very so-
phisticated, it’s like Ama-
zon,” Mr Robertson says. 

More broadly, he is 
hopeful that a “big push” 
from the Russian govern-
ment to develop small and 
medium-sized enterprises 
will help improve the sit-
uation further.

“They know they have 
got too few people work-
ing in SMEs and too many 
in large companies. It’s 
about letting SMEs thrive 
and I think a lot of it will 
come in tech,” Mr Robert-
son says.

Konstantin Styrin, as-
sistant professor of eco-
nomics at Moscow’s New 
Economic School, be-
lieves the main obstacle is 
the “poor quality of insti-
tutions” such as the rule 
of law, protection of prop-
erty rights and the lack of 
an independent judiciary. 

Although these defi-
ciencies are likely to sap 
activity across all in-
dustries, he believes the 
technology sector may be 
particularly sensitive to 
the quality of institutions 
because of its relatively 
high-risk nature.

“Excessive regulation” 
is another handicap, Mr 
Styrin argues. “Business-
es must comply with a 
huge number of rules and 
regulations. Many people 
believe that following all 
of them would be prohib-
itively costly. This im-
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plies that every firm has 
to violate some of those 
rules and therefore is vul-
nerable in the face of an 
inspection by tax authori-
ties, fire department, etc.”

Edward Crawley, pro-
fessor of aeronautics and 
astronautics at the Massa-
chusetts Institute of Tech-
nology and co-founder 
of the Moscow-based 
Skolkovo Institute of Sci-
ence and Technology, in-
stead argues that the root 
of the problem stems from 
the break-up of the com-
munist system.

While the US still has 
an array of national lab-
oratories and corporate 
research and develop-
ment centres, many of 
the equivalent institutions 
in Russia “completely 
ceased to exist” when the 
Soviet Union broke up in 
1991. 

As a result, the bridge 

between universities and 
commerce was broken, a 
disconnect the Skolkovo 
centre was designed to 
help rectify.

“There are very few sec-
tors where you can take an 
idea right out of universi-
ty and make a company of 
it. The maturation process 

of technology through to 
delivery into a product 
usually requires several 
intermediary steps,” Prof 
Crawley says.

He argues that the UK, 
another country with a 
respectable academic sci-
entific tradition but little 
success in producing tech 

companies (a meagre 1.5 
per cent of the UK’s mar-
ket cap) suffers from the 
same problem.

“There are some simi-
larities between the sys-
tems in Russia and the 
UK, which also has excel-
lent universities and good 
industry and also doesn’t 
have a connection [be-
tween them],” Prof Craw-
ley says.

Between 2003 and 2006 
he was executive director 
of the Cambridge-MIT 
Institute, a joint venture 
with the British univer-
sity, and he welcomes 
the creation of a series 
of “catapult centres” by 
the UK government to at-
tempt to address this dis-
connect.

Despite the problems in 
Russia, Prof Crawley ar-
gues the country has still 
had some success in de-
veloping tech companies 
in sectors with “low cap-
italisation”, such as Yan-
dex and Kaspersky Lab, a 
privately held data securi-
ty group.

It has also retained its 
“excellence” in a hand-
ful of strategic industries 
such as aeronautics, nu-
clear energy and space 
technology, he argues, 
where the country has 
done a better job in keep-
ing the intermediary chain 
alive. 

David Nangle, manag-
ing director of Vostok 
Emerging Finance, a ven-
ture capital group special-
ising in fintech, believes 
Russia’s struggles are 
wider than just a diffi-
culty in commercialising 
technology.

“Even if you look be-
yond technology, Rus-
sians don’t export well. 
The global brands that 
come out of Russia are 
few and far between. It 
exports people well, not 
brands and technology,” 
says Mr Nangle, who 
lived in Russia for six 
years.

He points out that a good 
number of chief technical 
officers in Silicon Valley 
and in Israel’s tech sector 
are from the former So-
viet Union, such as Max 
Levchin, co-founder of 
PayPal, suggesting the 
pipeline of talent is there.

The problem, he be-
lieves, is that Russia does 
not have the “enabling en-
vironment” of somewhere 
like Silicon Valley, which 
has “an ease of doing 
business, a lack of fear of 
failure and the belief that 
you can do anything”.

In addition, Silicon Val-
ley has an abundance of 

capital, something he says 
Russian tech companies 
are starved of.

“It’s very hard to get 
global capital to want to 
support young companies 
in Russia, but they are 
willing to put billions into 
some other countries,” he 
says. 

“Many global private 
equity houses are pre-
pared to look at other 
emerging markets like 
Asia and Brazil, but cur-
rently not Russia. I was 
in Pakistan last week and 
global [investors] are 
starting to invest there,” 
says Mr Nangle, whose 
own firm is endeavouring 
to buck the trend with in-
vestments in TCS Group 
Holding, a London-listed 
provider of online retail 
financial services under 
the Tinkoff brand, and 
Revo, an early-stage mer-
chant payments company. 

While western sanctions 
imposed in the wake of 
the Ukraine conflict cur-
rently muddy the water, 
Mr Nangle says even be-
fore that many investors 
were concerned about 
corporate governance in 
Russia, although he ar-
gues this is an issue across 
many emerging markets.

He remains “a believ-
er” in the medium-term 
opportunities in the Rus-
sian online, ecommerce 
and general tech sectors, 
citing the likes of TCS 
and Yandex. Yet, he fears 
Russia may have now 
missed its window of op-
portunity to fully regain 
its cold war-era strength. 

“Overall, I think it’s a 
massive opportunity lost. 
Russia could have gone 
toe-to-toe with the US in 
developing another Sil-
icon Valley. Education 
systems in Asia are go-
ing to crush the world, let 
alone Russia,” he says, 
envisaging Asian domi-
nance of the tech sphere 
in a generation’s time. 

Prof Crawley, at least, is 
more optimistic. He says 
that scientific education, 
at least through to mas-
ters level, remains strong 
and “the standard of stu-
dents we [Skolkovo] are 
able to attract is on a par 
with MIT, Cambridge and 
Oxford”.

In particular, he believes 
Russia’s ongoing strength 
in applied mathematics 
will, eventually, allow it 
to make its mark in areas 
such as IT networks, IT 
security and data analy-
sis.

The Financial Times 
Limited 2016

 Even if you look 
beyond technology, 

Russians don’t export 
well. The global brands 
that come out of Russia 
are few and far between. 
It exports people 
well, not brands and 
technology
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 Pass the law, 
and let us fill 
in the details 
afterward

By Wayne Parry, Trenton (NJ)

WHEN New Jer-
seyans decide in 
November whe-
ther to approve 

two new casinos in the nor-
thern part of the state, they’ll 
likely have only a vague notion 
of what they’re voting on.

Key details of a referendum 
authorized this week by the Le-
gislature remain unresolved — 
and appear likely to stay that 
way until after voters have had 
their say.

Among them: how much the 
new casinos may generate 
in gambling winnings, how 
much they will pay in taxes, 
and even where the casinos 
will be located and who will 
own them.

“These are questions that 
anyone would ask before they 
even begin debate,” said As-
semblyman Chris Brown, an 
Atlantic County Republican 
who tried unsuccessfully to de-
rail the referendum that will 
appear on the November ballot. 
“What is the revenue? What is 
the tax rate? Who’s going to 
pay for infrastructure improve-
ments near these new casinos? 
I think these are all fair ques-
tions.”

But not many are likely to 
be answered before New Jer-
seyans enter the voting boo-
th. Sen. Paul Sarlo, a Bergen 
County Democrat, said, “Many 
of your concerns will be addres-
sed in enabling legislation that 
will come before this body once 

GAMING | NEW JERSEY

Voters in dark on 
key details of casino 
expansion referendum
a referendum passes.”

In other words: Pass the law, 
and let us fill in the details af-
terward.

Senate President Steve Swee-
ney, a southern New Jersey De-

mocrat and likely candidate for 
governor next year, won’t com-
mit to settling key details of the 
plan for northern New Jersey 
casinos before voters go to the 
polls.

“We might be able to,” he 
said. “Listen, we’re not trying 
to hide anything. We will do the 
enabling legislation soon; how 
soon, I don’t know.”

Assemblyman Ralph Caputo, 
an Essex County Democrat and 

key backer of casino expansion, 
has said he thinks it should be 
done before the referendum so 
that voters understand what 
they’re being asked to decide.

Some key details that may or 
may not be settled before voters 
go to the polls:

WHERE?
The referendum does not 

specify where the casinos 
would go, only that they be 
in separate counties at least 
72 miles from Atlantic City. 
The most frequently mentio-
ned locations are the East Ru-
therford Meadowlands, where 
racetrack operator Jeff Gural 
and Hard Rock International 
have proposed a casino, and 
in Jersey City, across the Hud-
son River from Manhattan, 
where footwear magnate Paul 
Fireman has proposed a casi-
no costing as much as USD4 
billion or $5 billion. But vast 
other areas of the state remain 
eligible as well.

HOW MUCH?
The biggest question is how 

much the new casinos are 
likely to earn — and pay. And 
no one can answer that with 
any degree of certainty right 
now. Industry and Wall Street 
analysts have told The Asso-
ciated Press the new casinos 
could be among the most 
successful in the country, as 
long as New York City doesn’t 
allow a casino nearby shortly 
afterward.

Gural estimates a Mea-
dowlands casino would take in 
$800 million to $900 million 
a year from gamblers, ranking 
it among the most successful 
in the nation. Some analysts 
think a Meadowlands casino 
could exceed $1 billion in an-
nual revenue, at least befo-
re it has a nearby competitor 
in northern New Jersey. But 
Brown cites a Wall Street stu-
dy predicting the haul would 
be closer to $500 million a 
year.

THE TAX MAN
Perhaps the most important 

decision for New Jersey officials 
and residents is the tax rate the 
casinos would pay. Gural has 
offered to pay 55 percent, but 
Sweeney has said that since a 
requirement that the casinos 
cost at least $1 billion apiece, 
the tax rate would have to be 
much lower than that in order 
to keep them from failing.

The tax rate directly determi-
nes how much money will be 
sent to help compensate Atlan-
tic City for the inevitable loss of 
business to new in-state com-
petition; to tax relief and pro-
grams for senior citizens and 
the disabled, to the state’s horse 
racing industry, and to munici-
palities and counties that host 
the casinos.

Without reliable revenue es-
timates and a firm tax rate, no 
one can begin to accurately es-
timate how much any of those 
payments might be. Atlantic Ci-
ty’s casinos currently pay an 8 
percent tax and a 1.25 percent 
mandatory redevelopment pay-
ment on their revenues.

“We’re voting on something 
where there are more questions 
than answers,” said Sen James 
Whelan, the former Democratic 
mayor of Atlantic City.

WHO?
The bill gives owners of exis-

ting Atlantic City casinos first 
crack at the two new licenses. 
If they fail to apply within 60 
days, the licenses would be 
thrown open to anyone. AP
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Cat herpes is the most common cause of 
upper respiratory disease in cats. Kit-

tens and older cats are especially suscepti-
ble as are cats in crowded boarding facili-
ties or shelters. There is no cure for feline 
herpes, so if your cat is infected, you must 
take special care to see that he doesn’t 
transmit the disease.

CAT HERPES TRANSMISSION
Feline viral rhinotracheitis, also known 

as feline herpes, has two phases, the latent 
phase and active phase. During the latent 
phase, your cat will have no symptoms and 
will not transmit the virus.

During the active phase, which may be 
asymptomatic, cats shed the virus and may 
transmit it to other cats through oral and 
respiratory excretions. The shed virus may 
be anywhere the infected cat has come in 
contact such as food bowls, bedding and 
perches. Cats can contract the virus by co-
ming in contact with these items.

Since feline herpes is easily passed, cats 
who are boarded in overcrowded facilities 
or kept in shelters are more likely to con-
tract it. If one cat in the house contracts 

the disease, it’s likely that the other cats 
will too.

CAT HERPES SYMPTOMS
Feline herpes causes an upper respira-

tory infection, which means it affects the 
eyes, nose, throat and sinus areas. Symp-
toms include sneezing, eye and nose dis-
charge, fever, loss of appetite, depression, 
ulcers on the mouth and tongue, and 
pneumonia. A weakened immune system 
also makes cats more susceptible to other 
illnesses and bacterial infections.

Because of the nasal discharge, an in-
fected cat’s sense of smell is diminished, 
which greatly decreases his appetite since 
appetite is so strongly dictated by smell in 
cats. This can quickly result in dehydration 
and anorexia, which are very dangerous 
for your cat.

The first outbreak is usually the worst. 
Usually, a cat with a healthy immune 
system will recover from the outbreak 
and keep the virus in check, which redu-
ces or eliminates the symptoms in future 
outbreaks. However, outbreaks may in-
crease in frequency and severity during 

times of extreme stress, pregnancy or 
other illnesses.

CAT HERPES DIAGNOSIS
It is difficult to diagnose feline herpes as 

it resembles many other diseases. Your 
veterinarian will usually take a swab and 
send the results to a laboratory for con-
firmation. However, a negative diagnosis 
does not ensure that your cat is herpes-
free.

CAT HERPES TREATMENT
There is no cure for feline herpes. Infec-

ted cats have the disease for the remainder 
of their lives. Treatment options focus on 
relieving symptoms of the outbreak and 
curing secondary infections through anti-
biotics and antiviral medications.

When your cat is infected, be sure to 
clear eye and nasal discharge as often as 
possible. Make sure your cat is eating and 
drinking as much as he should be. If not, 
he needs to be given fluids at your veteri-
narian’s office. Try making the food espe-
cially enticing by feeding smelly food or 
adding warm water to enhance the smell.

L-Lysine is an amino acid that has had 
positive results in suppressing the symp-
toms of feline herpes, but consult your ve-

Ask the Vet:
Royal Veterinary Centre
Tel: +853 28501099, +853 28523678
Fax: +853 28508001
Email: info@rvcmacau.com
www.facebook.com/rvcmacau
www.royalveterinarycenter.com

by Dr Ruan Du Toit Bester

Cat Herpes symptoms

ASK THE VET

terinarian before adding to your cat’s diet.
Though feline herpes has no cure, your 

cat can be made more comfortable throu-
gh treating the symptoms during an ou-
tbreak. During active phase, keep your cat 
from other cats to prevent spread of the 
disease.

Hope this helps 
Till next week

Dr Ruan

A well-known mountain lion 
that prowls a sprawling Los 

Angeles park may have made a 
meal of a koala found mauled to 
death at the city’s zoo.

Los Angeles Zoo officials say 
the koala went missing on Mar-
ch 3 and its bloody, partially 
eaten remains were found a 
short time later found outside 
the zoo.

The night before the koala 
was found, a 7-year-old male 
puma known as P-22 was seen 
on black and white surveillance 
video near the zoo inside Grif-
fith Park, the sprawling urban 
wilderness that he calls home.

The big cat may have mana-
ged to leap a 9-foot-high fence 
to reach the koala enclosure 
and snatch Killarney, a 14-year- 
old female that was the oldest 
koala in the exhibit.

She had a habit of leaving the 
trees and wandering around on 
the ground at night, zookeepers 
said.

However, the evidence is cir-
cumstantial, zoo director John 
Lewis and other officials ack-
nowledged last week.

The attack itself wasn’t recor-
ded, and there are other preda-
tors, such as bobcats and coyo-
tes, that were capable of killing 
the koala.

The remaining 10 koalas have 
been removed from the outsi-
de enclosure. Zoo workers are 
taking extra precautions, such 

Famous mountain lion may have 
killed Los Angeles Zoo koala 

as locking up smaller animals 
in barns at night.

“Unfortunately, these types of 
incidents happen when we have 

a zoo in such close proximity to 
one of the largest urban parks 
in the country,” Barbara Rome-
ro, Los Angeles deputy mayor 

for city services, said in a state-
ment.

P-22 wears a tracking collar 
and was famously photogra-

phed near the Hollywood sign 
for National Geographic. The 
130-pound cat crossed two 
freeways to enter the 4,355-
acre park several years ago.

It’s a lonely life with little 
chance of finding a mate. Cou-
gars typically need ranges of 75 
to 200 square miles for hunting 
and breeding, while P-22’s ha-
bitat is around 8 square miles.

The attack is just one more 
reason that P-22 should move, 
City Councilman Mitch O’Far-
rell said.

“Regardless of what predator 
killed the koala, this tragedy 
just emphasizes the need to 
contemplate relocating P-22 to 
a safer, more remote wild area 
where he has adequate space to 
roam without the possibility of 
human interaction,” O’Farrell 
said.

Last year, P-22 wandered out 
of the park and lolled under 
a crawlspace of a home in the 
nearby Los Feliz neighborhood, 
attracting a media frenzy until 
he finally wandered home.

“P-22 is maturing, will conti-
nue to wander and runs the risk 
of a fatal freeway crossing as 
he searches for a mate. [...] We 
should consider resettling him 
in the environment he needs,” 
Mitchell said.

But fellow Councilman David 
Ryu said it would be a mistake 
to evict P-22. “Mountain lions 
are a part of the natural habitat 
of Griffith Park and the adja-
cent hillsides” Ryu said.

The zoo’s director also disa-
greed.

“There’s a lot of native wildlife 
in this area. This is their home,” 
Lewis said. “So we’ll learn to 
adapt to P-22 just like he’s lear-
ned to adapt to us.” AP


