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Russia plans to raise taxes and cut non-military expenses to sustain its surging war spending
in the coming years, Reuters reported on Wednesday, citing a government source.

The revised 2025 budget, due in September, reportedly earmarks 17 trillion rubles ($211
billion) — or 8% of GDP and 41% of total spending — for defense and security, the highest
share in post-Soviet history. The source said actual military outlays were “slightly higher.”

Cuts to defense spending would only be possible in 2027 if the war in Ukraine ends, as other
sectors compete for funds, the government source said. But they warned that tax increases are
“unavoidable.”

“Otherwise, we simply won’t be able to make ends meet, even with a reduction in defense
spending. Oil and gas revenues are falling and the economy cannot fully compensate for this,”

https://www.reuters.com/markets/asia/russia-under-war-spending-pressure-set-more-austerity-tax-hikes-2025-08-20/


the source told Reuters, adding there will be no return to pre-war levels of spending.

“Even with a ceasefire, shells and drones will still need to be made, but on a slightly smaller
scale,” they said.

Related article: Russia’s Budget Deficit Blows Past Annual Target in Just 7 Months

Russia’s Finance Ministry said earlier this month that the government deficit had already
overshot the full-year target, reaching 4.88 trillion rubles ($61.1 billion) between January and
July, or 2.2% of GDP. That is well above the 3.8 trillion rubles planned for all of 2025 under
a revised budget signed by President Vladimir Putin earlier this summer.

Officials blame weaker oil and gas revenues — down nearly 19% year-on-year — and
“advance financing” of expenses early in the year.  Analysts, however, say the real driver is
runaway spending.

Outlays in July jumped more than 24% compared to last year, with spending over the first
seven months up more than 20% to 25.2 trillion rubles. Revenues, by contrast, have barely
grown.

Putin has dismissed concerns that record defense spending is constraining Russia’s economy,
despite falling energy revenues and a ballooning budget deficit. He has instead argued that
greater military outlays offer an opportunity to integrate defense and civilian production.

Still, officials acknowledge the need to cut civilian spending. Anatoly Artamonov, head of the
Federation Council’s budget committee, has proposed annual cuts of 2 trillion rubles ($24.8
billion) until 2028.

If enacted, the reported tax hikes would mark the second major increase in a year, after a
reform earlier in 2025 that introduced a progressive tax system and raised corporate
contributions to the state budget.
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