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Abstract The implementation of information and communication technologies (ICTs) in the national economy
typically goes hand in hand with their use in the public sector. This sector constitutes the driver of the entire
system of the national economy and directly directs transformational processes. The rise of ICTs caused
significant changes in all sectors of the national economy.

It is apparent that the implementation of “electronic government” not only increases the efficiency of the public
administration system, but also contributes to an improvement of quality of public services provided to
entrepreneurs and regular citizens.

We argue that public sector reforms can foster the development of the national economy as well as to promote
sustainable economic growth. Today, the ongoing transformational processes include not only the introduction of
digital technologies in all sectors of the national economy, but also positive changes in the leadership styles of
government structures and methods of government. However, in the process of digitalisation of the national
economy, there are still many issues related to the use and implementation of ICTs. Our paper argues that the
public sector might help solving some of the key problems related to the digitalization processes and therefore
plays a leading role in the national economy.

1 Introduction

Nowadays, economic development in Russian Federation is undergoing numerous process accompanied with the
restructuring of the national economy and the changes in the state institutions. All of these is aimed at creating
the drivers for inclusive economic growth. Digitalisation of the Russian economy represents one of its key
elements since ICTs occupy a key place in the transformation of the entire social and economic system of the
state and in any realm of everyday life (Afonasova et al. 2019; Veselovsky et al. 2019). Overall, it seems that the
public sector plays the main role in the digitalisation because only the state can promptly and efficiently
influence the restructuring of the socio-economic systems.

In a mixed economy, the public sector is a necessary element of the national economy (Bolumole et al.
2015). Such a sector is a multilevel state institution, the functioning of which is associated primarily with the
implementation of state socio-economic policy. Russian Federation is no exception and has a fairly developed
public sector (Roshchanka and Evans 2016). Public sector includes the following elements:

e Public administration sector, which is a leader in the system of the national economy by virtue of its
implementation of the function of state regulation of the economy;

e “State business sector” consisting of state-owned enterprises and corporations that operate in the
important sectors of the national economy and make additional income for the state;

e State social sector, which produces the necessary public goods and provides the population with
numerous social services.

Traditionally, public sector in Russia is envisaged to solve social issues and to help further economic
development (see Omonov and Veretennikova 2016). Today, Russian public sector supports inclusive (socially
oriented) economic growth using the approaches of innovative management as well as digital technologies that
might help the development of economy.

In order to foster digitalisation in all social and economic processes, Russia adapted a strategy for the
development of the information society (covering the period of 2017-2030). The strategy includes integrated
implementation of modern information technologies in all areas (including the public sector).

To develop this strategy, the government of the Russian Federation relies upon the program entitled "Digital
Economy of the Russian Federation" which should create conditions for the development of a knowledge-based
society, improve the well-being and quality of life of citizens, and increase the availability and quality of goods
and services. Moreover, it is envisaged to support the use of modern digital technologies, improve digital
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competences, ease the availability and quality of public services for citizens, as well as increase digital security
(Digital Economy of the Russian Federation 2017).

Today, digitization processes might help to support innovative and socio-economic development, contribute
to the rise of human capital and increase social well-being. In addition, they have the potential to contribute to the
inclusive growth. In our opinion, institutional structures of the public sector play a leading role in the organization
of digital transformation processes taking place in the national economy system.

2 Public sector as a leader in transformational digital processes

With the direct involvement of the public sector of the economy, and above all the functioning of the state
management system, dynamic social development takes place in Russia, including the digitization of the economy,
the creation of "economic growth points" and the level of public well-being (Kotov 2018). In other words, the state
sector can become the "driving force" of the digital transformation of the entire system of the national economy.

In Russia, there has been an "electronic government" system for several years, which is a comprehensive
mechanism of interaction of all elements of the national economy, namely the public sector, households and the
enterprise sector. Electronic administration is a new form of organizing the activities of public authorities, which,
thanks to the widespread use of information and communication technologies, offers a qualitatively new level of
efficiency and convenience in obtaining public services and information on the results of activities (see Arkhipova
2016).

In Russia, e-administration exists in the form of modern information and communication systems in the
infrastructure of the public administration subsector, which are involved in the provision of various types of public
services. In our opinion, the introduction and rational use of the e-government system enabled the public sector of
the Russian economy to use modern information and communication technologies to ensure coordination of
management measures and a fairly close relationship between all their elements. Today, e-government in Russia
provides all the necessary basic components of such a management system:

single electronic portal of public services;

single electronic portal of public procurement;

state electronic information centre;

development of a network of multifunctional centres in the country;

centres of public access to information and various types of call centres;
system of interagency electronic interaction between public sector entities, etc.

In the public sector, the creation of an e-government system has led to close online interaction between its
individual elements and institutional units. At the same time, document management was optimized in state
structures and the speed of managerial decision-making was increased. The successful functioning of e-
government in Russia also allowed for the population and entrepreneurs to reduce queues in state bodies, as well
as to speed up and simplify the receipt of documentation.

We believe that the technological conditions for the digital transformation of the public sector of the
economy in Russia, and especially in the process of providing electronic public services, are somewhat worse than
in developed world powers, and above all, in terms of providing households with digital devices and
communication between them via the Internet . This factor significantly slows down the development of the digital
society in Russia, even though the government provides a tool for convenient and secure online identification of
a unified system of identification and authentication the purpose of which is to provide integration of various
channels access to e-government (see Zemskova 2018). The benefits of digitalizing the public service delivery
process are shown in Figure 1.

In the process of transition to digitalization of society, the public sector of the Russian economy faces a
large-scale task of digital transformation, which provides not only a digital transformation of the institutional
structures of the public sector, aimed at significantly improving the efficiency of its functioning, but also expanding
the types and forms of public services provided in electronic form and improve the quality of their provision.
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Fig. 1 Possible benefits of digital public services in Russia
Source: Own results

It appears that the digitalization process of public services might cause increased efficiency both in the
public sector and in the national economy. Such processes allow expanding the range of types and forms of public
services for the population and entreprencurs. At the same time, government spending is significantly reduced due
to a reduction in excess functions.

Information technologies in the public administration system are changing and they are being replaced by
more advanced digital technologies. It is the modification of information and communication technologies that
leads to the inevitability of the process of transforming the entire public sector of the economy, and not just the e-
government system. Today, the main areas of development of digital technologies are the following:

e application of "cloud technologies";

organization and use of "big data" and analytics based on them;

ensuring mobility and the use of mobile technologies;

widespread use of social communication technologies;

“Internet of things” (IoT) which repreresents the creation and use of technology, provided that various
objects have built-in devices for interacting with each other or the external environment;

e ensuring a high level of information security (see Arkhipova 2016).

Nowadays, the Russian public sector still lags behind in the level of digitalization, the share of the digital
economy in GDP, and the average delay in mastering the technologies used in the leading countries. The share of
the digital economy in Russia's GDP is about 4%, which is 2-3 times lower than in the developed Western
economies (see Zemskova 2018). Therefore, there should be an emphasis made on information and digital data
and this should become the country’s priority.

At the same time, boosting business processes in the public sector should cut management costs and increase
labour productivity due to the digital transformation, but only in case of the high quality of provided public
services. Broader access to the electronic public services is required. Thence, modern management methods based
on digital technologies might be of a great help for achieving all of the above tasks.

3 Advantages and problems of digitalization

The creation of a “digital economy” system in Russia is also associated with the digitalization processes in the
subsector of state enterprises and corporations by creating “digital companies”. Digitalization of business processes
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in the state’s business sector will improve the efficiency and effectiveness of business process management. To
create “digital companies”, first of all, specialized information systems are needed that provide not only accounting
and analytical processes, but also designed for operational management of business processes and flexible response
to changing market conditions, since state-owned enterprises and corporations are interested in obtaining arrived.
But, however, in this case as well, a person will have the function of control over automated production to monitor
artificial intelligence (Korogodin 2019).

Digitalization of business processes in state-owned enterprises and corporations will significantly
contribute to the growth of business value and increase the efficiency of financial and economic activities, bringing
additional revenue to the state budget. Figure 2 shows the possible benefits of digital technology in public

enterprise.
Digitalization of the subsector of state enterprises and
corporations
Digital business processes by sectors of the national economy in order to increase business
value and increase efficiency
v v
Sales and profit growth, cost reduction Increased Production Capacity and
Efficiency
Latest business processes Production modernization
Models of modernization of the economy Using new tools
Increase product quality Using new tools
The expansion of the customer base Competitive growth
Labor productivity growth Best Market Development Time
Lower production costs Increase efficiency
Profitability increase Enterprise value growth

Fig. 2. Benefits of introducing digital technology in the public sector
Source: Own results

Digitalization of state business should cover all aspects of the current, investment and financial activities
of state enterprises and corporations. Therefore, in the "digital company" for the effective management of business
processes, a comprehensive electronic information system should be introduced, which will generalize all the most
important aspects of conducting financial and economic activities of state-owned enterprises. However, the
creation of such a system that effectively works in the subsector of state-owned enterprises and corporations for
managing business processes in the so-called “digital field” mode is currently a rather serious problem. Creating a
digital company is difficult due to the fact that digital developments and programs for the purpose of managing
business processes do not meet the conditions of effective state management in the process of doing business.

In our opinion, today, when creating “digital companies” in the public sector of the economy, there are
certain difficulties associated primarily with the rather low level of use of digital technologies in the business sector
as a whole. A rather low level of digitalization of Russian companies is observed, not all business structures have
websites and access to broadband Internet. In addition, one has to understand that digital technologies still
constitute a negligible share in Russia. For example, 66% of companies use cloud services in the Finnish business
sector, 48% in Sweden, 47% in Japan, and 35% in the UK. In Finland, 23% of companies use RFID technology,
16% in Germany, 13% in Italy, 12% in Sweden and Estonia, and 11% in France (Abdrakhmanov et al. 2019). In
Russia, cloud services are used by the 23% of business companies (only 6% of them use RFID technologies).

Russian scientist calculated the business digitalization index for the leading countries of the world in 2017
which characterizes the level of use of broadband Internet, cloud services, RFID technologies, ERP systems, and
the involvement of business sector organizations in electronic commerce (Abdrakhmanov et al. 2019). Its values
are shown in Figure 3
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Fig. 3. Digitalization indicators in the business sector
Source: Own results based on Abdrahmanov et al. (2019)

The above data shows that in Finland, the digitalization index of business is one of the highest and is 50,
followed by South Korea - 45, Sweden - 43, Japan - 42, Germany - 38. In Russia, the digitalization index of
business is one of the lowest, in comparison with other countries, and amounts to only 28. Furthermore, in Finland,
96% of the companies have websites, in Sweden - 91%, in Japan - 89%, in Germany - 87, in the UK - 84%. In
Russia, only 44% of companies in the business sector have websites, which is much lower than the Czech Republic
- 67% and Estonia - 78%. Thus, the entrepreneurial sector in Russia does not take full advantage of the use of
digital technologies and prevents the creation of “digital companies”, including in the sector of state enterprises
and corporations (see Askerov et al. 2018).

Digital economy is Russia is still one the rise, but it is starting to play an increasing role. For example,
education is becoming one of the spheres where it is starting to be important. Today, digital educational systems
allow for blended learning and the use of artificial intelligence, with which adaptive and individualized learning
can be implemented, but, “artificial intelligence cannot completely replace living intelligence because of its lack
of the ability to form ideas” (Korogodin 2019). Also, the national project “Healthcare” provides for digital
optimization of the work of medical institutions, the maximum accessibility of citizens to quality medical services,
reducing the number of medical errors, increasing the effectiveness of managerial decisions in this area.

Today, in the public sector of the Russian economy there is an increase in the potential of information
technologies, and the associated increase in the expectations of society (Arkhipova 2016). However, in Russia
there are problems associated with a rather low level of computer literacy and Internet activity of citizens. For
example, that Internet access in households and the level of Internet use of the total population of most
economically developed countries are quite high, while in Russia, similar household indicators are 76% and 73%
(Abdrakhmanov et al. 2019), respectively. Also, we believe that in our country indicators of Internet use by the
population are rather unsatisfactory. According to the Higher School of Economics, in Russia only 4% of the
country's population use the Internet for distance learning, only 4% of the country's population, for job search -
10%, for ordering goods and services - 29%, in the process of financial transactions - 31% (Abdrakhmanov et al.
2019), which is far below the level of economically developed countries. Thus, the problem of mass use of the
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Internet in households has not yet been resolved in our country, which is an obstacle to the digitalization of the
public sector of the economy, as well as the quality and quantity of public services provided to it by the population.
Moreover, in Russia, the rate of online interaction of the population with government bodies is also at a rather low
level compared to the same indicator of states that are clear favourites in this matter. In particular, scientists at the
Higher School of Economics provide the following data characterizing the level of online interaction of the
population of the leading countries with the authorities: Sweden - 84%, Finland - 83%, Estonia - 78%, France -
68% and Germany - 53%. While in Russia, the similar indicator is only 33% (Abdrakhmanov et al. 2019).

However, despite the problems associated with the process of digital transformation of the public sector of
the national economy, the number of users of electronic public services is increasing annually in Russia. Every
year in the country there is an increase in the number of people receiving public services in electronic form. In
particular, in 2017, 42.3% of the total population used such services in Russia, while in 2014, only 10.6% of the
population used public services (Abdrakhmanov et al. 2019). Also, annually calculating the online interaction of
the state and business sectors of the national economy, the number of companies receiving public services in
electronic form is increasing. In 2017, 66.6% of companies in the business sector already received such services,
including 39.7% fully electronic government services (Abdrakhmanov et al. 2019). The data presented indicate
positive changes in the processes of digitalization of Russian society. At the same time, the government sector
plays an important role in solving the identified problems of the national economy system.

4 Conclusions

This paper established quite a number of negative factors that impede the process of digital transformation in the
socio-economic system of the national economy in Russia, and above all, the insufficient level of use of digital
technologies in the business sector and the low Internet activity of the population.

However, despite the many negative factors that impede the process of digitalization of the public sector
of the economy, the practice of introducing electronic public services looks convincing in Russia. Digitalization
processes also contribute not only to reducing management costs and improving the quality of public services, but
also to increasing labour productivity (Korogodin 2019).

At the same time, we can note a positive trend in the spread of user experience. Today’s Russia achieved
some minor success in the development of digital technologies. There is an increase in the number of electronic
services and an increase in the number of registered users of the all-Russian Unified Portal of Public Services.
However, there are some important issues and drawbacks that still need to be improved and that include, for
example, the following ones:

e there was no transition of a large number of citizens and organizations to digital channels due to the
insufficient attractiveness of systems;

e aconvenient, intuitive interface for accessing electronic services has not been created;

e business processes of departments are not transformed with the goal of a complete transition to a digital
concept;

e the problem of significant inequality in access to electronic services has not been resolved, i.e. more
dependent on public services citizens have significantly less access to them;

o the issues related to the low level of digital literacy of the population are relevant (see Arkhipova 2016).

Thus, the solution of existing problems in the processes of digital transformation of Russian society is
possible only with the direct participation of the public sector. We believe that solving the main problems of digital
transformation of the national economy, the state should make information available to the public and businesses
throughout Russia and at any time convenient for them, and the digital economy system itself must support a
multiplicity of electronic sources of information. In the context of digitalization, the created information becomes
the public domain, and full partners in the process of electronic interaction are all sectors of the national economy
- the public sector, the business sector and households. Therefore, we believe that the priority of digitalization in
Russia and the main mission of state economic policy should be the creation of an open information space system
that will both ensure the unity and integrity of the national economy system and maintain the status of one of the
leading world powers.
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