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SUMMARY 
The March 2018 presidential elections were a resounding victory for Vladimir Putin. Since then, 
however, an unpopular decision to raise the retirement age by five years has cost him some of his 
support and triggered a wave of protests. In summer 2019, Moscow saw the biggest anti-
government rallies for several years over the authorities' decision to exclude independent, 'non-
system' opposition candidates from local elections. Even though the decision was upheld, Putin 
allies struggled to hold onto their city council majority; they have also done less well than usual in 
other recent elections. 

Protests and electoral setbacks are linked to growing discontent – not only due to the pension 
reform but also to grinding poverty and inequality. Contrasting with the wealth of oligarchs, millions 
of Russians struggle to make ends meet as incomes register their fifth consecutive year of decline. 
Despite emerging from recession in 2016, the economy continues to stagnate. At the start of his 
presidency, Putin announced ambitious targets and massive investments to re-ignite growth, but 
these seem unlikely to bring more than modest improvements. 

Growing discontent is not expected to threaten Putin and his United Russia party's grip on power, 
given that Russians see no real alternatives. In the longer term, United Russia will probably hold onto 
its parliamentary majority in the next national elections in 2021, while Putin will see out his fourth, 
and probably final, presidency until its expiry in 2024. Even after that, there is a strong possibility 
that Putin, or at least a close ally, will remain in charge. 

In the past, confrontation with the West has helped to distract attention from the country's domestic 
problems and shore up support for Putin. However, given the need to boost the economy, the 
Kremlin may be considering options for improved relations in order to get Ukraine-related sanctions 
lifted, although it is still too early to say whether this will actually happen. 

 

Protesters in a Moscow street, July 2019.  
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Rising discontent in Russia 
A wave of protests sweeps Russia following unpopular reforms 
Putin's fourth presidency got off to a difficult start. Just one month after his May 2018 inauguration, 
he announced a pension reform raising the retirement age by five years. From an economic 
perspective, the move was justified by the need to ensure the long-term sustainability of the 
pension system as well as to boost the ranks of a shrinking labour force. However, many Russians 
saw it as an attack on the country's poor, with the Communist Party arguing that the government 
should tax oligarchs instead. At the same time, consumers were hit by a hike in the basic VAT rate. 

The ensuing nationwide demonstrations eventually faded away after a few months. However, the 
wave of discontent continued, with thousands of Russians taking to the streets over issues such as 
a proposed new Orthodox cathedral in Yekaterinburg, a new landfill site in Archangelsk, boundary 
changes between the Caucasian regions of Chechnya and Ingushetia, uncontrolled forest fires in 
Siberia, and politically motivated narcotics charges against investigative journalist Ivan Golunov. 

In summer 2019 came the largest protests seen for several years, with as many as 
50 000 demonstrators in Moscow on 10 August 2019. Spanning a period of several weeks, the rallies 
drew comparisons with the 2011-2012 Bolotnaya Square protests. Then, as in 2019, protestors had 
been outraged by what they saw as crude attempts to manipulate the vote: in 2011, in the form of 
massive alleged ballot box stuffing in national parliamentary elections, whereas in 2019 over 
30 independent opposition candidates were barred from Moscow city council elections, thus 
depriving voters of a meaningful choice. A heavy-handed response by the authorities triggered 
further protests, with over 20 000 rallying in Moscow on 29 September 2019 to demand the release 
of several demonstrators facing lengthy jail sentences. 

Public opinion polls show that since 2018, the potential for protests over political and economic 
grievances has been higher than at any time since the 1990s. 

 

Setbacks for Kremlin candidates in local and regional elections 
The Kremlin is facing challenges from the ballot box as well as on the streets. In March 2018, Putin 
was re-elected president for a fourth term, his most convincing victory to date, with a turnout of 
nearly 68 % and a 77 % majority of votes cast (compared to 65 % and 64 % respectively in the 
previous election of 2012). However, since the pension reform, pro-Putin candidates have struggled 
in local and regional elections. 

Figure 1: Protest potential – percentage of respondents willing to take part in protests 

 

Source: Levada Centre. 

More Russians are ready to take part in protests than at any previous time under Putin's rule. 

https://www.bbc.com/news/world-europe-45389797
https://www.reuters.com/article/us-russia-protests-pensions/despite-putins-concessions-russians-protest-pension-reform-law-idUSKCN1LI0DU
https://www.themoscowtimes.com/2019/05/16/why-are-russians-protesting-a-churchs-construction-in-yekaterinburg-a65611
https://www.rferl.org/a/activists-detained-in-russia-s-arkhangelsk-after-landfill-protest/29868448.html
https://www.rferl.org/a/explainer-ingush-chechen-land-swap/29536507.html
https://www.rferl.org/a/explainer-ingush-chechen-land-swap/29536507.html
https://www.themoscowtimes.com/2019/08/02/as-anger-simmers-over-wildfires-protesters-demand-resignation-of-siberian-governor-a66678
https://www.bbc.com/news/world-europe-48607317
https://www.themoscowtimes.com/2019/08/10/nearly-50000-protest-for-fair-elections-in-moscow-a66798
https://www.theguardian.com/commentisfree/2019/aug/12/moscow-peaceful-protests-kremlin-violence-opposition
https://www.osce.org/odihr/elections/85753
https://www.bbc.com/news/world-europe-49871901
http://www.europarl.europa.eu/RegData/etudes/BRIE/2018/614738/EPRS_BRI(2018)614738_EN.pdf
https://www.levada.ru/indikatory/polozhenie-del-v-strane/
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In September 2018, the ruling United Russia party suffered a shock defeat in three of the 22 regions 
where gubernatorial elections were held that year, in contrast to its previous year's clean sweep. A 
year later, pro-Putin gubernatorial candidates did better, once again winning all 17 contested 
regions in 2019. However, this electoral improvement was hardly a ringing endorsement of United 
Russia; to avoid being tainted by the party's unpopularity, one-third of the Kremlin-backed 
candidates chose to run as independents, and some election monitors claim that irregularities were 
far more widespread than during the relatively clean 2018 vote. In simultaneous elections to 
regional assemblies, United Russia was decimated in the far eastern city of Khabarovsk, where it now 
holds only two out of 36 seats. 

The biggest setback came in Moscow. As mentioned above, the exclusion of candidates from the 
more radical 'non-system' opposition on the pretext that some of the signatures needed for them 
to register had been falsified led to massive protests. The authorities responded with large-scale 
arrests and threats of multi-year jail sentences for inciting 'mass unrest'. State media portrayed 
organisers both as hooligans and tools of Western influence. None of this helped much: while most 
of the non-system opposition was barred, numerous voters decided to follow a 'smart voting' 
strategy, backing candidates from the officially tolerated, tamer 'system' opposition parties, on the 
grounds that those parties were still preferable to United Russia. As a result, the pro-Putin majority 
in the Moscow city council fell from 73 % to 56 %. The opposition also did well in elections to St. 
Petersburg district councils. 

Opinion polls show Russians are increasingly distrustful of their leaders 
Mass protests and electoral defeats reflect declining support for the authorities. Prime Minister 
Dmitry Medvedev is seen as being out of touch with the hardships faced by ordinary Russians, and 
his approval rating has crumbled, from a September 2014 peak of 71 % to just 36 % in August 2019. 
Many Russians were alienated by Medvedev's offhand response to pensioners' complaints in 2016, 
and in 2017 by allegations that he had corruptly accumulated wealth. 

Until June 2018, Putin's approval rating held up much better, hovering in the 80-90 % range, 
according to surveys by independent pollsters Levada Centre. However, it dropped following the 
announced pension reform, to a still relatively high 70 %. 

 

Figure 2: Approval ratings of Putin, Medvedev and the government 

 

Source: Levada Centre. 

Following an unpopular pension reform, approval ratings are close to their lowest level since 2014. 

https://www.bloomberg.com/news/articles/2018-09-24/putin-s-party-suffers-rare-losses-as-russian-protest-votes-grow
https://www.theguardian.com/world/2019/sep/09/putin-party-losses-moscow-elections
https://www.rferl.org/a/russia-moscow-vote-protest-elections/30151991.html
https://www.themoscowtimes.com/2019/08/06/who-are-the-mass-unrest-suspects-in-moscow-a66727
https://www.rferl.org/a/russia-moscow-protests-foreign-plot-intelligence-spin/30093494.html
https://www.rferl.org/a/russia-smart-voting/30153235.html
https://www.rferl.org/a/local-council-st-petersburg-replaces-putin-portrait-with-sakharov/30195174.html
http://www.levada.ru/indikatory/
https://www.rferl.org/a/russia-medvedev-crimea-visit-no-money-social-media-pensioner/27754644.html
https://www.youtube.com/watch?v=qrwlk7_GF9g
https://www.levada.ru/indikatory/odobrenie-organov-vlasti/
https://www.levada.ru/indikatory/odobrenie-organov-vlasti/
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Socioeconomic backdrop to protests 
Millions of Russians suffer from poverty and inequality 
During Putin's first 14 years in power, rapid economic growth and generous welfare payments cut 
the share of the population living below the national poverty line from 29 % to under 11 % in 2012. 
However, the 2014-2016 economic recession reversed some of this progress, pushing 4 million back 
under the poverty line, and although economic growth has resumed since then, poverty remains 
obstinately high. According to the most recent official statistics, nearly 19 million Russians (12.9 % 
of the population) are still living in poverty; a study by the Kremlin-linked Russian Presidential 
Academy of the National Economy and Public Administration puts the figure much higher, at 22 %, 
estimating that a further 36 % have incomes that barely enable them to cover basic needs. As 
incomes stagnate, many Russians are getting into debt to make ends meet. 

The 2014-2016 recession did not cause too many job losses, and unemployment remained almost 
constant at around 5-6 %, declining slightly since then to 4.7 %; however, consumers were hit by 
double-digit inflation (food prices soared by 31 % in 2014 and 2015) and stagnating wages. Inflation 
has since fallen to 5 %, and wages are once again growing faster than prices. In spite of this, official 
statistics suggest that real disposable income (the amount of household income left after essential 
purchases have been paid for) is still declining, for the fifth year in a row. According to the World 
Bank, the paradox of declining incomes at a time of real wage growth can be explained by the fact 
that real disposable income takes into account non-wage income, including earnings from Russia's 
large informal sector, and is therefore a more accurate indicator of individual households' economic 
situation. From this it can be concluded that, three years after the recession ended, many Russians 
have yet to feel the benefits of renewed economic growth. 

At the other end of the spectrum, Russia still has more billionaires per head of population than any 
other large economy. Benefiting from a liberal fiscal regime (income is taxed at a mere 13 % for rich 
and poor alike) and, in some cases, political connections and shady business deals, members of the 
elite (possibly including Putin himself) have amassed huge fortunes. Economic inequality is higher 
than in many Western countries: in 2015, the average pre-tax income of individuals in Russia's top 
1 % was 59 times higher than in the bottom half of society, compared to 49 and 26 times in France 
and Germany.1 

The stark contrast between the wealth of the few and the day-to-day hardships of the many seems 
likely to fuel resentment. For respondents to a May 2018 survey, income inequality and low living 
standards are Vladimir Putin's two biggest failures. 

Figure 3: Poverty rate (% of population 
living below national poverty line) 

Figure 4: Real disposable income  
(December 2011 = 100; data up to June 2019) 

  

Data: Russian Federal State Statistics Service. 

Poverty increased significantly during the 2014-2016 recession and only started coming down recently; 
meanwhile, a five-year decline in household income continues. 

https://www.fedstat.ru/indicator/31549
https://www.interfax.ru/business/655210
https://www.rferl.org/a/study-22-percent-of-russians-live-in-poverty-36-percent-in-risk-zone-/29613059.html
https://dailybrief.oxan.com/Analysis/DB245930/Consumer-debt-risk-becomes-Russian-political-dilemma
https://www.fedstat.ru/indicator/57982
https://www.gks.ru/folder/13397
https://openknowledge.worldbank.org/bitstream/handle/10986/28930/30-11-2017-17-58-52-forwebNovFINALRERENGfull.pdf?sequence=7#page=27
https://openknowledge.worldbank.org/bitstream/handle/10986/28930/30-11-2017-17-58-52-forwebNovFINALRERENGfull.pdf?sequence=7#page=27
https://www.forbes.com/billionaires/#1768e643251c
https://www.businessinsider.com/how-putin-spends-his-mysterious-fortune-2017-6?r=US&IR=T
https://wid.world/country/russian-federation/
https://www.levada.ru/2018/05/08/rossiyane-nazvali-osnovnye-pretenzii-k-putinu-za-vremya-ego-pravleniya/
https://gks.ru/folder/12781
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Russia's economy stabilises 
Respondents to the same May 2018 survey were also negative about Putin's economic performance; 
over one-quarter (more than in previous years) felt that he had failed to overcome the economic 
crisis or to boost production. Despite this gloomy assessment, prospects are much better now than 
in 2014, when the combined impact of a nearly 75 % drop in the price of oil (the country's main 
export) and Western sanctions pushed the economy into recession. After one and a half years of 
decline, in late 2016 rising oil prices and an uptick in global economic growth helped to end the 
downturn. Government finances are looking particularly healthy: by the end of 2018, a federal 
budget deficit of -3.6 % of GDP had been transformed into a surplus of nearly 3 %; federal 
government debt remained low at around 15 % of GDP, around one-fifth of the OECD average of 
over 70 %; after falling below US$360 billion in 2015, the country's international reserves had 
recovered to US$470 billion. Low levels of government debt, a large budget surplus and substantial 
reserves all suggest that Russia is well prepared to withstand future shocks (such as additional 
sanctions or another oil price slump). 

Growth prospects are still mediocre 
Although Russia's public finances compare favourably with those of many European countries, in 
other respects the country's economic performance is disappointing. Whereas the economy 
expanded by 7 % a year during Putin's first two presidencies, current prospects are mediocre. Since 
the country emerged from recession in 2016, growth has been in the range of 1.5-2.0 %. In 2018, 
growth saw a slight uptick, to 2.3 %; however, this appears to be the result of one-off factors (such 
as the FIFA World Cup and energy projects) and the momentum is unlikely to be sustained. For 2019, 
Russia's Economy Ministry and the World Bank are forecasting just over 1 % of growth. 

Since 2014, two main external factors have weighed on Russia's economy. At around US$60 per 
barrel, oil prices are still well below their mid-2014 peak of US$110, despite recovering from a 
January 2016 low of US$30. Secondly, Western Ukraine-related sanctions are estimated to have cost 
Russia a cumulative 6 % of GDP (around 1.5 % a year). 

However, internal structural barriers to growth are at least equally significant. Although the Soviet 
command economy has long disappeared, Russia is still dominated by large, often state-controlled 
companies that survive thanks to the country's bountiful natural resources rather than their 
competitiveness. Apart from raw materials, Russia has few major exports. Levels of innovation, 
entrepreneurship and investment are lower than in most Western economies. Businesses struggle 
with endemic corruption and poor rule of law. As the effects of a post-Soviet demographic dip 
continue to feed through, total population and labour force are forecast to shrink over the next 
decade, further undermining economic growth. 

For his fourth presidency, Putin promises ambitious action 
Putin's May 2018 inaugural speech calls for 'breakthroughs in all areas of life' and 'cutting-edge 
advances'. A presidential decree issued on the same day sets 150 development goals grouped under 
12 areas including demographics, healthcare, education, the environment, labour productivity, the 
digital economy and entrepreneurship. The overall goals are to revitalise the economy and promote 
innovation, while slashing poverty, improving healthcare and education, and protecting the 
environment. 

Investment and reforms aim to re-ignite the economy 
Each of the 12 development areas outlined in Putin's May 2018 presidential decree is supported by 
a corresponding 'national project'. In addition, there is an accompanying Comprehensive 
Infrastructure Plan (now also classified as a national project). The total budget for the projects is 
26 trillion roubles, equivalent to €360 billion, to be spent between 2019 and 2024. 

https://www.minfin.ru/en/statistics/fedbud/
http://pubdocs.worldbank.org/en/673631543924406524/RER-40-English.pdf#page=11
http://pubdocs.worldbank.org/en/115001560108403019/rer-41-english.pdf#page=9
https://www.themoscowtimes.com/2019/02/12/slower-gdp-growth-russia-economic-ministry-a64469
https://www.bloomberg.com/news/articles/2018-11-16/here-s-one-measure-that-shows-sanctions-on-russia-are-working
http://www.europarl.europa.eu/RegData/etudes/IDAN/2018/625138/EPRS_IDA(2018)625138_EN.pdf
http://en.kremlin.ru/events/president/news/57416
http://kremlin.ru/acts/bank/43027/page/1
http://static.government.ru/media/files/p7nn2CS0pVhvQ98OOwAt2dzCIAietQih.pdf
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Nearly half of the spending will be on infrastructure. Key projects include highways linking Moscow 
to St Petersburg and Kazan (in Tatarstan, Russia); the first section of a high-speed railway that could 
eventually link Moscow to Kazakhstan and China via Kazan; and a 50 % increase in the capacity of 
the trans-Siberian railway. There will be upgrades to 60 international airports as well as to seaports 
and waterways, enabling them to handle increased traffic. At present, 57 % and 58 % respectively of 
the regional and urban road network is of substandard quality; by 2024, the aim is to cut these 
percentages to a more acceptable 15 % (for urban roads) and 49 % (for regional roads). 

 
National projects also envisage a range of measures to boost Russia's economic competitiveness, 
for example: subsidised loans for SMEs, exporters and companies investing in labour productivity; 
expansion of the network of 'My Business' centres offering one-stop shop services for start-ups; IT 
infrastructure upgrades; and the establishment of new research centres.  

Increased government spending in all these areas goes hand-in-hand with regulatory reforms. 
Russia has been particularly successful in cutting red tape for businesses, and in 2018 its Ease of 
Doing Business ranking rose for the ninth year in a row, putting the country 31st out of 
190 economies, compared to 123rd in 2010. Recent improvements include a new tax regime for the 
self-employed, a measure that the government hopes will curb the country's large and growing 
informal sector (estimated to employ over one-fifth of the labour force). 

More spending on health, education and welfare 
In an effort to ensure that economic development 
benefits not only the wealthy, three of the twelve 
national projects (on healthcare, demographics 
and housing) tackle social problems. For example, 
the healthcare project envisages additional 
funding (in particular, for cancer treatment), as well 
as new medical facilities in districts that currently 
lack adequate access. Such measures could help to 
reverse systematic federal healthcare cuts, which 
among other things have resulted in rural clinics 
being closed down in the name of efficiency. The 
housing project allocates funding for the 
renovation of substandard housing and also aims 
to bring average mortgage rates down from 10.6 % 
at present to 7.9 % in 2024. 

The demographics project sets aside a massive 
€37 billion for increased child benefits. These serve 
both economic and social goals, by helping to 

Figure 5: National Projects, 2018-2024 budget in € billion (as of December 2018, €1 = 73 RUB)  

  

Source: Russian Federal Government. 

Putin's keynote economic policy for his fourth presidency envisages massive investment equivalent to 
€360 billion via 12 national projects and an accompanying Comprehensive Infrastructure Plan. 

Figure 6: Health and education spending, 
% of GDP 
Education, government spending on all sectors (2015) 
Healthcare, total public and private spending (2016) 

 

Source: OECD health and education data. 

Russia underspends on health and education 
compared to the economically advanced OECD 
countries. 

https://www.railway-technology.com/features/moscow-kazan-high-speed-rail/
https://%D0%BC%D0%BE%D0%B9%D0%B1%D0%B8%D0%B7%D0%BD%D0%B5%D1%81.%D1%80%D1%84/centers
http://www.doingbusiness.org/en/data/exploreeconomies/russia
http://www.doingbusiness.org/en/data/exploreeconomies/russia
https://www.themoscowtimes.com/2018/11/28/freelancers-russia-will-be-taxed-under-new-experimental-law-a63632
https://foreignpolicy.com/2017/04/18/russias-informal-sector-hits-its-highest-level-in-over-a-decade/
https://therussianreader.com/2017/04/07/optimizing-russian-healthcare-to-death/
http://static.government.ru/media/files/p7nn2CS0pVhvQ98OOwAt2dzCIAietQih.pdf
https://stats.oecd.org/Index.aspx?DataSetCode=SHA
https://www.oecd-ilibrary.org/docserver/eag-2018-en.pdf?expires=1565163245&id=id&accname=ocid194994&checksum=5D80E4D7D1DD69FB801692B5BE1FD064
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reverse a potentially catastrophic decline in the labour force at the same time as promoting equality, 
given that large families are disproportionately affected by poverty. In February 2019, Putin 
announced specific measures, including a higher threshold for child benefits, subsidised mortgage 
rates for families with two or more children, and a one-off contribution to housing costs of up to 
€12 500 for families with three or more children. 

At the same time, there is also a re-orientation of government spending away from defence: its share 
in the federal budget, which peaked at nearly one-quarter in 2016, is set to decline to 16 % in 2021 
(however, the exact amount of defence expenditure is unknown, given that nearly one-fifth of the 
federal budget is classified spending). By contrast, spending on healthcare and education will 
increase slightly (from 3.1 % and 3.6 % respectively in 2016, to 4.3 % and 4.5 % in 2021). These two 
sectors are chronically underfunded; Russia spends far less of its national wealth than the average 
for economically advanced OECD countries, and the planned modest increases will not go far 
enough to close the gap. Nevertheless, the shift from security to human capital spending is 
welcome, and in line with recommendations by reformists such as ex-Finance Minister, Alexey 
Kudrin, who is currently head of the Audit Chamber. 

Putin's fourth presidency targets are unrealistic 
At the same time as announcing the 
national projects, Putin also set out some 
very ambitious targets for his fourth 
presidency. Most of these look unrealistic. 
For example, even with massively improved 
healthcare, a nine-year increase in life 
expectancy over six years would be an 
unprecedented feat. A 50 % surge in per 
capita GDP would require economic growth 
to accelerate nearly fourfold to 7 % a year. 
During Putin's previous presidency, even 
before recession hit in mid-2014, little or no 
progress was made towards a similarly 
ambitious set of targets announced in May 
2012. 

Scepticism about Russia's national 
projects is widespread 
So far, the national projects have failed to 
capture public support, and implementation often falls short of ambition. Spending in most areas is 
badly behind schedule; according to Audit Chamber head, Alexey Kudrin, by mid-2019 just one-
third of the annual budget for the projects had been spent. Putin has blamed the 'inert and 
bureaucratic approach' of government departments for some delays; he has also complained about 
projects being undermined by 'shady practices', such as awarding government contracts to well-
connected 'insiders' rather than the best-qualified companies. To a large extent, implementation 
will be the responsibility of Russia's 85 'federal subjects' (regions); however, many of the latter are 
struggling to meet their share of the financing, and a majority of them are sceptical as to the 
feasibility of the projects. There are also doubts about the economic viability of mega-projects such 
as the high-speed Moscow-Kazan railway, or a proposed 10-kilometre bridge linking the far eastern 
island of Sakhalin to the mainland. 

Not enough is being done to tackle structural barriers to economic growth 
While many of the government's actions (such as measures to encourage entrepreneurship and 
improve the business environment, or increased healthcare spending) are positive, some critics say 

Targets for Putin's fourth presidency 

By 2024: 

• Per capita GDP to increase by 50 % 

• Russia to become one of the world's five biggest 
economies (currently in 11th place) 

• Life expectancy at birth to reach 78 years 
(currently 69) 

• Population living in poverty to be halved 

• Spending on roads to double 

• Healthcare spending to double 

• High-speed internet to cover the entire country 

• Contribution of small and medium enterprises to 
GDP to double, from 20 % to 40 % 

Source: Putin's March 2018 presidential address to the 
Federal Assembly, and his May 2018 decree. 

https://www.rferl.org/a/russia-population-decline-labor-oreshkin/28760413.html
https://www.minfin.ru/en/statistics/fedbud/
http://openbudget.gfu.ru/upload/iblock/cee/BDG_2019_all%20(1).pdf
https://www.osw.waw.pl/en/publikacje/analyses/2018-11-28/russias-budget-2019-2021-increasing-reserves-decreasing-transparency
https://www.rferl.org/a/staff-at-russia-s-main-cancer-center-quit-en-masse-citing-low-wages-and-dire-conditions/30193826.html
https://www.themoscowtimes.com/2017/10/09/russias-economy-would-be-growing-a-lot-faster-today-if-it-hadnt-spent-so-much-money-on-rearming-a59205
http://www.europarl.europa.eu/RegData/etudes/IDAN/2018/625138/EPRS_IDA(2018)625138_EN.pdf#page=28
https://www.vedomosti.ru/politics/articles/2019/05/13/801170-natsionalnie-proekti-natsionalnie-instrumentom-instrumentom
https://twitter.com/Aleksei_Kudrin/status/1153950608988266497
https://twitter.com/Aleksei_Kudrin/status/1153950608988266497
http://en.kremlin.ru/events/president/news/60485
https://realnoevremya.com/articles/3664-what-to-expect-from-and-for-what-national-projects-are-critisised
https://www.railway-technology.com/features/moscow-kazan-high-speed-rail/
https://russiabusinesstoday.com/infrastructure/russia-ready-to-build-sakhalin-bridge-regardless-of-feasibility/
http://en.kremlin.ru/events/president/news/56957
http://kremlin.ru/acts/bank/43027/page/1
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that they do not go far enough to tackle some of the most pressing structural problems. For 
example, no plans for privatisation have been announced, and if anything, the state's share in the 
economy (estimated at 70 % in 2012) has recently seen an increase due to government bailouts of 
failing banks. 

Aside from state-led investments by way of the national projects, Russia is not getting the foreign 
and domestic investment that it needs to modernise its economy. Western economic sanctions are 
a major deterrent, but even without these, rule of law problems and corruption weigh heavily on 
entrepreneurs. In February 2019, US businessman Michael Calvey was detained on possibly dubious 
fraud charges; his arrest, described by Alexey Kudrin as an 'economic disaster', is a warning to foreign 
investors of the risks of operating on Russian markets. A May 2019 survey of Russian legal experts 
paints a similarly negative picture, with 69 % of respondents considering the country's business 
environment to be insecure – a higher percentage than in previous years. 

Given the suspected implication of Russia's rulers in corruption, and their systematic abuse of the 
courts to attack opponents, serious efforts to tackle graft or to improve the rule of law through a 
more independent judiciary look unlikely. As a result, notwithstanding Russia's economic recovery 
and improved regulation (as measured by the Ease of Doing Business ranking), foreign direct 
investment has slumped, and wealthy Russians are moving their assets out of the country into 
offshore accounts. 

In the absence of deeper structural reforms, the International Monetary Fund estimates Russia's 
long-term growth potential at 1.8 % – far short of the Russian Economic Development Ministry's 
forecast of 3.3 % by 2023, let alone the 7 % annual average needed to meet Putin's target of a 50 % 
increase in GDP. 

Stagnation threatens the country's future 
With Russia lagging behind the rest of the world (whose economy is forecast to expand by 2.9 % in 
2019), its share of global wealth will decline. In the long-term, this means that Moscow will have 
fewer resources than competitors to buy influence or build up its armed forces, hindering its 
aspirations to act as a global superpower. 

There are also important domestic implications. The World Bank estimates that if economic growth 
continues at around 1.5 %, poverty will only decline slightly over the next five years, from 13 % at 
present to 10.7 %. Failure to tackle poverty or raise living standards could further undermine support 
for the government and fuel discontent, possibly leading in future to more serious unrest. 

Putin himself acknowledges these dangers: in his March 2018 state of the nation address, he 
describes the risk of 'falling behind' as Russia's 'main enemy' and a 'chronic disease', sapping its 
energy and destroying it from within. However, despite promises of change, to date his fourth 
presidency has prioritised continuity and stability over reform. The mix of half-hearted economic 
measures and political repression has changed little from the previous six years. Although Putin has 
declared war on stagnation, it looks set to become the dominant characteristic of his remaining 
years in power, prompting comparisons with former long-time Soviet ruler Leonid Brezhnev. 
Erected by unknown activists, fake gravestones have appeared across Russia, mocking Putin as a 
'political corpse'. 

Prospects for political change 
Despite concessions, political repression continues 
As the recent wave of protests has shown, Russians are becoming increasingly vocal. The September 
2019 elections also saw opposition candidates making significant gains, despite all efforts by the 
authorities to stack the odds against them. 

Responding to protests, the authorities have made concessions, for example, dropping charges 
against investigative journalist Ivan Golunov, or shelving unpopular plans to build a new cathedral. 

https://www.intellinews.com/putin-s-may-decrees-and-the-12-national-projects-take-shape-but-lacunae-remain-155297/
https://www.imf.org/external/pubs/ft/scr/2014/cr14134.pdf#page=9
https://www.reuters.com/article/us-russia-business-detention-calvey/ex-finance-minister-kudrin-says-detention-of-top-us-investor-is-emergency-for-russian-economy-idUSKCN1Q71O6
https://www.rbc.ru/society/28/05/2019/5cebe7939a794754023bf449#ws
https://panamapapers.sueddeutsche.de/articles/56fec05fa1bb8d3c3495adf8/
https://www.themoscowtimes.com/2019/01/18/russias-capital-outflow-more-than-doubled-2018-68-billion-reports-a64193
https://www.reuters.com/article/us-imf-russia-report/imf-cuts-forecast-for-russian-2019-gdp-growth-to-12-calls-for-reforms-idUSKCN1UC0VR
https://realnoevremya.com/articles/2984-experts-criticized-forecast-for-gdp-growth-in-russia
http://documents.worldbank.org/curated/en/307751546982400534/pdf/133493-PUB-9781464813863.pdf#page=26
http://pubdocs.worldbank.org/en/673631543924406524/RER-40-English.pdf#page=29
http://en.kremlin.ru/events/president/news/56957
https://www.rferl.org/a/putins-brezhnev-moment/29107641.html
https://www.rferl.org/a/in-russian-cities-mock-gravestones-are-sounding-putin-s-death-knell/29989606.html
https://www.bbc.com/news/world-europe-48600233
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In 2019, most participants in the Moscow pre-election rallies were released without charges, while 
an actor accused of assaulting a policeman saw his prison sentence overturned. 

However, further-reaching concessions that might lead to meaningful power-sharing – such as 
allowing more opposition candidates to stand in important elections – seem unlikely. In most 
respects, political repression continues and has even intensified – for example, in March 2019 new 
laws added 'spreading fake news' and 'disrespecting the authorities' to an already long list of 
offences used to restrict freedom of speech. 

Although Putin is less popular than before, Russians see no alternative 
Putin's potential rivals have not benefited 
much from his declining popularity. 
According to a July 2019 Levada Centre poll, 
most of the votes lost by Putin in a 
hypothetical presidential election would 
swell the ranks of undecided voters and 
abstainers; other candidates would see their 
share of the vote increase only marginally or 
not at all. The results of a second poll on 
parliamentary elections are very similar, 
with United Russia holding onto roughly the 
same share of the vote as in 2016 and a large 
rise in the number of abstainers. This 
suggests that despite disappointment with 
Putin and United Russia, most Russians see 
no credible alternative to them. 

In future elections, it is possible that if 'non-system' candidates remain excluded, activists, such as 
Alexey Navalny, will try to persuade potential abstainers to vote for 'system' opposition parties, 
following the 'smart voting' tactic successfully deployed in the 2019 Moscow city council elections. 
However, the 'non-system' opposition, which Navalny belongs to, is much weaker in Russia as a 
whole than in Moscow; it probably does not have enough influence to cause a serious upset at 
national level in the September 2021 parliamentary elections. 

There are still no clues as to Putin's plans for post-2024 
Not even the end of Putin's fourth presidency looks certain to bring change. So far, he has revealed 
very little about his post-2024 plans. By then, he will be 73 years-old; the Russian constitution bars 
him from seeking a third consecutive term, and he has publicly ruled out attempting to have it 
amended. On the other hand, when asked in November 2018 about what Russia might look like in 
six years' time, Putin commented that he was 'not going anywhere yet' – a statement that might 
imply that he intends to hold onto power for longer. An obvious option for doing so without 
constitutional change would be to revert to the 2008-2012 arrangement with Dmitry Medvedev, in 
which Putin as prime minister could wield de facto control. 

In March 2019, Russia held talks with Belarus on reviving the Union State, a 20-year-old largely 
defunct integration project whose goals include a common currency and supranational institutions 
for the two countries. The merger, if it goes ahead, could offer an alternative option for Putin to stay 
in control, by enabling him to come back as president of the new entity. However, this now seems 
unlikely; in September 2019, Belarussian presidential spokeswoman, Natallya Eysmant, insisted that 
regardless of far-reaching plans for economic integration previously leaked to the press, her 
country's sovereignty remained 'sacred'. 

If Putin decides to retire in 2024, it is probable that he will want a loyalist to take his place, either to 
enable continued control from behind the scenes, or at the very least to protect him and his allies 
from potential prosecution. Again, it is impossible to do more than speculate about the likely 

Figure 7: Who would you vote for if presidential 
elections were held next Sunday? (July 2019 poll) 

 

Source: Levada Centre. 

Putin's potential rivals have not benefited much from his 
declining popularity. 

https://www.bbc.com/news/world-europe-49767647
https://www.themoscowtimes.com/2019/03/07/russia-passes-legislation-banning-disrespect-of-authorities-and-fake-news-a64742
https://www.levada.ru/2019/07/30/prezident-doverie-i-golosovanie/
https://www.levada.ru/2019/08/14/vozmozhnoe-golosovanie-za-partii/
https://www.nbcnews.com/news/world/russia-s-putin-i-will-not-change-constitution-stay-power-n785531
https://www.independent.co.uk/news/world/europe/putin-russia-president-term-end-2024-replacement-future-election-a8657651.html
https://www.themoscowtimes.com/2019/03/01/russia-and-belarus-integration-talks-reach-deadlock-a64676
https://www.themoscowtimes.com/2019/09/16/russia-belarus-to-form-economic-confederacy-by-2022-kommersant-a67297
https://www.levada.ru/2019/07/30/prezident-doverie-i-golosovanie/
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successor. Based on public opinion, Defence Minister, Sergey Shoigu, is a possible choice; in March 
2019, he was the country's second most trusted politician alongside Liberal Democrat leader, 
Vladimir Zhirinovsky (favoured by 16 % of Russians, compared to 41 % for Putin); in fourth and fifth 
places respectively were Foreign Minister, Sergey Lavrov (14 %), and Dmitry Medvedev (13 %). 

While all the above are credible scenarios, there is no guarantee that the post-2024 transition plans 
will go smoothly. Although in May 2018, 54 % of Russians were still in favour of Putin staying in office 
after 2024, the mass protests of summer 2019 suggest that Kremlin manoeuvres are likely to run into 
strong resistance, especially if socioeconomic stagnation continues to fuel discontent. 

Implications for EU-Russia relations 
Costs and benefits of continued confrontation 
For Putin, confrontation with the West has proved a winning strategy, helping to distract attention 
from domestic problems. Opinion polls show that, despite socioeconomic discontent, Russians are 
impressed with what they see as Putin's success in restoring their country's great power status. The 
March 2014 annexation of Crimea boosted his approval rating by over 20 points. Even though 
Putin's popularity has declined since then, an overwhelming majority (86 % in March 2019) still 
believes that Crimea belongs to Russia. 

On the other hand, continuing tensions between Russia and the EU, the country's main economic 
partner, come at a high cost. If Putin really wants to revitalise the economy, getting sanctions lifted 
should be a priority. As a condition for doing so, the EU insists that Russia fully meet its commitments 
under the Minsk agreements, which concern eastern Ukraine rather than Crimea. Theoretically at 
least, Russia could comply with Minsk without losing too much face, as it has always claimed to 
support the agreements; steps such as imposing a lasting ceasefire and agreeing to a sufficiently 
robust UN peacekeeping force would be consistent with its declared position. 

Tentative signs of a thaw in relations with Ukraine and the EU 
Unfortunately, the above scenario remains hypothetical. Far from de-escalating the Ukraine conflict, 
in November 2018 Russian forces attacked and captured Ukrainian navy ships in the Kerch Strait 
next to Crimea. The election of a new Ukrainian president in April 2019 might have been an 
opportunity to mend relations; instead, Russia pointedly abstained from congratulating Volodymyr 
Zelenskiy, a few days before offering Russian citizenship to residents of eastern Ukrainian separatist 
regions, in a move widely condemned as a provocation. 

Despite this difficult context, in September 2019 the two countries agreed to exchange a total of 
70 prisoners. Those released from Russia include the 24 Ukrainian sailors detained in the Kerch Strait, 
as well as film director Oleg Sentsov, jailed for 20 years in 2015 on a dubious charge of terrorism. 
Both the Ukrainian and Russian governments are talking about the possibility of further exchanges. 
In another step to de-escalate the conflict, in July 2019, Ukrainian and separatist troops pulled back 
from a checkpoint on the frontline between them; further troop withdrawals have been agreed for 
October 2019. Also in line with the Minsk agreements, in October 2019 Zelenskiy agreed to hold 
elections in the two separatist regions of eastern Ukraine, provided that all armed groups leave the 
area and that Kyiv regains control of the border with Russia – potentially, a step towards breaking 
the deadlock. 

Of course, there is still strong internal resistance in Ukraine to any kind of compromise. In addition, 
any breakthrough will require Russia to reciprocate, and it is far from certain that this will happen. 
However, there are at least some signs that Putin wants to improve relations with Kyiv; for example, 
in October 2019 he criticised Russian state TV for its 'disparaging' coverage of Ukraine. Relations with 
Georgia also seem to be improving: in September 2019, the two countries' foreign ministers met for 
the first time since the 2008 war; there is also talk of resuming direct flights between Moscow and 
Tbilisi, and introducing visa-free travel. 

https://www.levada.ru/2019/04/11/prezidentskoe-golosovanie-i-doverie-politikam/
https://www.levada.ru/2019/07/30/prezident-doverie-i-golosovanie/
https://www.levada.ru/2018/05/08/rossiyane-nazvali-osnovnye-pretenzii-k-putinu-za-vremya-ego-pravleniya/
https://www.levada.ru/2019/04/01/prisoedinenie-kryma/
https://www.consilium.europa.eu/media/21888/european-council-conclusions-19-20-march-2015-en.pdf#page=5
http://www.mid.ru/en/foreign_policy/news/-/asset_publisher/cKNonkJE02Bw/content/id/1099579
https://www.europarl.europa.eu/RegData/etudes/ATAG/2018/630307/EPRS_ATA(2018)630307_EN.pdf
https://www.bbc.com/news/world-europe-48045055
https://www.rferl.org/a/putin-signs-decree-simplifying-russian-citizenship-for-ukraine-separatists-luhansk-donetsk/29901043.html
https://www.theguardian.com/world/2019/sep/07/long-awaited-russia-ukraine-prisoner-exchange-begins
https://www.ft.com/content/436b3386-d7a7-11e9-8f9b-77216ebe1f17
https://www.rferl.org/a/kremlinnew-prisoner-swap-ukraine-peskov/30162774.html
https://www.rferl.org/a/as-soldiers-disengage-fragile-hope-for-peace-appears-in-one-front-line-ukrainian-town/30062713.html
https://www.rferl.org/a/ukraine-agrees-to-election-in-occupied-east-paving-way-for-peace-talks-with-russia/30193964.html
https://www.euractiv.com/section/europe-s-east/news/thousands-rally-in-kyiv-to-protest-the-steinmeier-formula-for-eastern-ukraine/
http://en.kremlin.ru/events/president/news/61719
https://dailybrief.oxan.com/Analysis/DB246925/Georgia-Russia-thaw-will-be-constrained-by-differences
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French President, Emmanuel Macron, has played a key role in helping to push the peace process 
forward, and is also an advocate for improved relations with Russia; for example, in August 2019 he 
expressed support for the idea of re-admitting Russia to G7 summits, which it was excluded from in 
2014. However, observers from EU countries including Poland and the Netherlands have expressed 
scepticism about French hopes of a reset in relations with Russia. 

Even if there is a breakthrough in Ukraine and sanctions are lifted, EU-Russia relations will still be 
complicated by multiple issues, for example: Russia's occupation of Crimea; continued efforts to 
disrupt democratic processes in the EU (the infamous 'troll factory' which spearheaded the Kremlin's 
interference in the 2016 US presidential campaign, remains active and has recently expanded into 
larger premises); and involvement in human rights abuses in Syria (between April and August 2019, 
Russian bombers participated in raids killing over 1 000 civilians in rebel-held areas, according to UN 
High Commissioner for Human Rights, Michelle Bachelet). 

EU Russia relations: no progress since 2014 
In March 2016, EU foreign ministers agreed on five principles defining relations with Russia. These 
are: insistence on full implementation of the Minsk agreements before lifting economic sanctions; 
building closer ties with eastern European and central Asian ex-Soviet countries; becoming more 
resilient to Russian disinformation and energy security threats; selectively engaging with Russia on 
issues such as the Middle East, counter-terrorism and climate change; and promoting people-to-
people contacts, for example through educational exchanges and support for Russian NGOs. 

In March 2019, European Commissioner, Tibor Navracsics, addressed the European Parliament on 
behalf of EU High Representative, Federica Mogherini. He confirmed that, in view of Russia's 
continuing aggression in Ukraine, the same five principles were as relevant as ever. The sanctions 
adopted in 2014 remained firmly in place, and in January 2019 new chemical weapons sanctions 
had come into effect against Russian security agents involved in the attempted assassination of 
Sergey Skripal. The EU was also working on a new sanctions regime to counter cyber-attacks. 

European Parliament statements have also changed little over the last five years. The resolution of 
June 2015 on EU-Russia relations condemned Russia's violation of Ukrainian and Georgian territory, 
as a result of which it could no longer be considered as a strategic partner. The Parliament also 
expressed concern about the country's domestic situation, given the deterioration of human rights, 
the clampdown on independent media and political opposition, and attacks on gay rights. The 
resolution ruled out any return to 'business as usual' and advocated a similar approach to that 
subsequently confirmed by EU foreign ministers in their five principles, i.e. sanctions, resilience to 
Russian threats, selective engagement, and support for people-to-people contacts. Four years later, 
the March 2019 resolution on the same topic expressed very similar positions. 

 

https://edition.cnn.com/2019/08/20/politics/donald-trump-russia-g8-g7/index.html
https://www.ft.com/content/00ac54f4-d30f-11e9-8367-807ebd53ab77
http://www.europarl.europa.eu/RegData/etudes/ATAG/2018/614700/EPRS_ATA(2018)614700_EN.pdf
https://euvsdisinfo.eu/figure-of-the-week-12000/
https://www.aljazeera.com/news/2019/09/1000-civilians-killed-syria-4-months-190904094645974.html
http://www.europarl.europa.eu/RegData/etudes/BRIE/2018/614698/EPRS_BRI(2018)614698_EN.pdf
https://eeas.europa.eu/headquarters/headquarters-homepage/59483/speech-behalf-high-representativevice-president-federica-mogherini-european-parliament-plenary_en
http://www.europarl.europa.eu/doceo/document/TA-8-2015-0225_EN.html
http://www.europarl.europa.eu/doceo/document/TA-8-2019-0157_EN.html
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ENDNOTE 

1  Admittedly, this ratio is lower than in the US or Brazil (80 and 102 respectively), and it is also an improvement compared 
to the situation at the start of Putin's rule (76 times). On the other hand, inequality data in Russia are unreliable due to 
the huge amounts of hidden offshore wealth, which means that the gap between rich and poor is probably wider than 
official data suggest. 
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