The connection between income level and diversification of an economy has been shown to exist in both theoretical and empirical research. Russia is a middle-income country, but it has strongly specialised in exporting energy-related products. At the same time most of other countries having a comparable income level have clearly more diversified, as well as sophisticated exports, China as the most striking example. Diversification, as well as higher value-added is important for Russian economy in order not to be so dependent on highly volatile commodity prices. This paper examines the factors affecting diversification and sophistication of a country’s exports in order to find explanations on why Russian exports are more specialised than those of other countries with a similar income level.   
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