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Russian Government Spending Sets
Post-Soviet Record

Pandemic response took state spending to its highest ever level in
real terms.

March 23, 2021

State spending hit 39.5% of GDP last year. Dimitar Dilkoff / AFP

Russian government spending set a record high in real terms for the post-Soviet era during
2020, as the government boosted outlays to fight the economic effects of the coronavirus
pandemic.

Including all national and regional budgets, as well as some so-called “off-budget” spending
by various government funds, the Russian state spent 42.1 trillion rubles ($560 billion) last
year — the highest amount ever recorded, even after adjusting for inflation, according to
Andrey Chernyavsky, a researcher at the Higher School of Economics (HSE), cited by news site
RBC.

The Russian government introduced a number of measures to support households and


https://www.rbc.ru/economics/23/03/2021/60588a5c9a79476b862106ab?from=from_main_9

businesses hit hard by the pandemic, including extra social payments for families with young
children and higher unemployment benefits.

Compared with the unprecedented stimulus packages rolled out in richer countries, Russia’s
program appeared small, and many groups that were left out complained about its “modest”
scope. However, it won support from international organizations such as the World Bank and
International Monetary Fund (IMF), which said it effectively helped cushion the blow and was
well-targeted toward the most affected individuals and most important businesses.

Related article: Has Russia Beaten Boom and Bust?

Spending on social support, excluding pensions, rose 2.5-fold last year, the Bank of Finland’s
Institute for Emerging Economies (BOFIT) calculated, while healthcare spending was up
30%.

As a proportion of GDP, state spending came in at 39.5% — five percentage points higher than
the average over the previous decade and second only to the financial crisis in 2009, when
Russia’s economy shrank by 7.8%. By comparison, the Russian economy shrank by 3.1% last
year — one of the best performances among all major economies.

The jump in government spending also increased Russian households’ reliance on state
support. The share of household income which is directly dependent on the state also hit a
record high last year, at 36%, according to bank ING.

The Kremlin is planning to cut spending in 2021 and gradually return to its pre-pandemic
policy of austerity, a close-to-balanced budget and the avoidance of large outlays that could
trigger a rise in government debt, which is currently ultra-low by international standards at
around a fifth of the country’s GDP.
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