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Sanctions Reduced Inequality in Russia -
Study

Russia’s top earners hit hardest by Western sanctions.
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Sanctions have made the Russian economy smaller, with richer Russians suffering more, a new study
found. Pixabay

Sanctions have helped reduce income inequality in Russia, a new study looking into the
effects of both Western sanctions against Russia and Russia’s own counter-sanctions has
said.

The U.S. and EU imposed sanctions against Russia in 2014 in response to Russia’s annexation
of Crimea and support for pro-Russian separatists in Eastern Ukraine. In response, Russia
introduced counter-sanctions blocking agricultural imports from the West.

The new research, published by the Bank of Finland Institute for Economies in Transition
(BOFIT), says that income inequality — as measured by the Gini coefficient — in Russia was
lower in 2016 than it would have been in a scenario where Russia was not under sanctions.


https://helda.helsinki.fi/bof/bitstream/handle/123456789/16520/dp2419.pdf?sequence=1&isAllowed=y

Related article: Russian Millennials Worry Most About Corruption and Inequality, Study Says

Author Gayane Barseghyan said that “smart sanctions” had successfully hit Russia’s
wealthiest citizens, while Moscow’s tit-for-tat ban on Western food imports “boosted the
domestic agricultural sector, resulting in higher agricultural productivity and farm worker
incomes.”

The research highlighted a “decrease after 2013 in the shares of total income and
consumption of the richest Russians ... while other groups experienced a relative increase.” As
aresult, “the sanctions and counter-sanctions programs reduced inequality on average by
one percentage point annually,” Barseghyan said.

“This result can be explained by the adverse effects of smart sanctions on top income earners
and improvements at the other end of the income distribution due to counter-sanctions
leading to expansion of agricultural sector,” she added.

Despite the fall in inequality and agricultural boost, Barseghyan estimated that Russia’s
overall GDP per capita was $1,337 per year — around 5% lower — between 2014-2017 as a
result of sanctions.
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