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INEQUALITY OF LIVING STANDARDS IN RUSSIA:
INTERNALAND INTERNATIONAL CONTEXT
(THE EARLY 1990S AND THE 2000S)’

The article studies the relationship of social groups about income distribution and goods consumption.

It is dedicated to the internal and international aspects of inequality of living standards in Russia dur-
ing the period of capitalist transformations of 1990-2000’s. Problems of the dynamics of inequality in living
standards are analyzed. Methods of comparative analysis and comparison of performance indicators with
normative social standards are used. On this basis, the population is classified into social groups and then
follows the analysis of their social position. Such indicators are used: income inequality by consumption; in-
equality by housing, by education and health care availability. Russia is compared with countries of G20.

Social inequality reasons in Russia are revealed.

The obtained results can be applied within national economic and social policy.

The findings indicated that the high social inequality in Russia undermines the ability of a large part of
the population to be «included» in economic growth, for it limits access to its results. In such situation, an at-
tempt to solve both the problem of speeding up economic growth and the eradication of poverty cannot lead
to success if appropriate measures to reduce social inequality are not developed and implemented.

Keywords: Social inequality, living standard, normative consumer budgets, G20, Gini index, Russia

Methodology of research

Inequality will be considered as a differenti-
ation of the population by living conditions, the
level and structure of consumption, opportunities
to realize individual abilities. Inequality leads to
a deprivation of individual rights to dignity and
respect.

! The time frame is specified as the end of the Soviet period and
the 20th anniversary of the capitalist transformation in Russia.
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To describe various indicators of inequality the
following indicators of income differentiation are
used mostly often: a) ratio of the average income
of top 20 and bottom 20 per cent of the popula-
tion (in times), b) the coefficient of average in-
come differentiation of top 10 and bottom 10 per-
cent of the population (times) (funds coefficient),
and c) the Gini index (index of income concentra-
tion). Although, the differentiation of income is
just one of the forms of inequality.

In addition, the economic inequality can be
characterized by wealth accumulated by house-
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holds, and includes the following assets: 1) finan-
cial (cash savings, shares, contributions to pension
funds, etc.), 2) non-financial (real estate, etc.)'.

Income is only a resource for access to goods
and services like housing, education and health.
Therefore, inequality manifests itself in consump-
tion inequality, i.e. inequality in living standards.
According to this criterion the following basic
forms of social inequality are distinguished: 1) by
current consumption of material goods and ser-
vices, 2) by housing provision, 3) by access to edu-
cation, and 4) by access to health care [2].

When characterizing social inequality by cur-
rent consumption some authors compare the con-
sumption of definite groups of food, consumer
goods and paid services. The results of such com-
parative analyses usually demonstrate small size
of inequality. In spite of the obvious usefulness of
such approach, it seems more reasonable to assess
the differentiation in consumption, not by sepa-
rate products but by complex standards of current
consumption. The latter is represented by norma-
tive consumer budgets of different income levels.
Market consumer baskets of normative consumer
budgets include all basic consumer goods and ser-
vices. They are different by the structure and size
of such combinations of goods and services and
show matching of the actual level of life with the
complex standards of consumption. So we are able
to identify social groups and to reveal differentia-
tion of living standards.

We have applied here as social standards the
following consumer budgets: 1) the official sub-
sistence minimum (SM), 2) socially acceptable
consumer budget, 3) the budget of middle income,
and 4) the budget of high income? [3]. They corre-
spond with each other by size approximately as 1:
3:7:11.

A comparison of the actual consumption of the
population with these social standards lets us dis-
tinguish the following social groups which differ
by standards of life: those most in need (less than
1 SM); with low income (1-3 SM); with income be-

! This aspect of economic inequality is not considered in the ar-
ticle. But according to special studies, Russia is a world leader
in inequality measured by the share of the population in the ac-
cumulated wealth (assets). According to this indicator, 1 per
cent of the population owns 71 per cent of assets, 5 — 82.5 and
10 per cent of the population concentrate 87.6 per cent of all
Russian assets. In contrast, one per cent of the population owns:
in China and India (BRICS) -49 and 32 per cent respectively, in
Africa — 44, in the U.S. — 37, in Europe — 32, in Japan — 17
per cent of country’s assets. On average, one percent of world
population owns 46 per cent of assets [1]

% Last three standards of consumer budget have been developed
and verified at All-Russian Centre of Living Standard, Moscow.

low the average (3-7 SM); with average income
(7-11 SM), with high income (over 11 SM).

Another group that characterizes the living
standard includes standards of housing provision
also designed by experts of All-Russian Centre of
Living Standard: the lowest — 7 square meters, so-
cially acceptable — 18 sq m, average — 30 sq m, and
high — 60 or more sq m per person. In addition to
housing provision, housing quality standards in-
clude housing characteristics, which become bet-
ter as we move from lower to higher housing pro-
vision [4].

Additional features of inequality are due to
different availability (consumption) of education
and health care services and are determined by the
level of correspondent payments.

International statistics do not allow us to iden-
tify and characterize all comparable national sta-
tistics indicators of economic and social inequal-
ity presented above. The general and specific in
the development of Russian capitalism can be
evaluated mainly through cross-country compari-
sons of economic inequality by income.

The results of the comparative analysis of
population distribution by living standards

Population distribution by income used for con-
sumption. Income used for consumption describes
living standards more accurately than the real
monetary income. A comparative characteristic of
current consumption in different social groups is
represented in Table 1. It reflects changes over the
years of capitalist transformation.

In 1990, because of the substantial additions
to real consumer spending from public consump-
tion funds there were hardly any representatives
of the group in the most need in Russia. Although,
the living standard of the majority was not high.
About 30 percent of Russians were concentrated
in the low-income households. Also, approxi-
mately 2/3 of the population had an income be-
low than average. Groups with average and high
income were near 7 percent of the population.

After twenty years, the structure of society
based on consumption level has changed dramati-
cally. The segment of people in the most need grew
about fifty times and reached 11.2 per cent. The
share of households with low income increased by
1.8 times and amounted to 58 per cent. Currently,
the two lowest groups by level of income account
for almost three quarters of the population. The
middle-income group was reduced by 3.4 times
and now equals 3 percent of the population. The
share of the high-income group remains low and
is about one per cent.
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Table 1

Grouping of the population in Russia by income used for consumption, compared with consumer budgets of different levels
of income (average per month, % of total population)

. . Share of total population, % Changes for the period
Population groups by income . .
1990 2011 (in percentage point)

Those most in need (less than consumer basket of subsist-

.. . 0.2 11.2 11.0
ence minimum’, CB)
Low income group (from 1 CB to 3 CB) 31.7 58.0 26.3
Group with income below than average (from 3 CB to 7 CB) 60.8 274 -33.4
Group with average income (from 7 CB to 11 CB) 6.7 2.8 -39
Group with high income (more than 11 CB) 0.7 0.6 -0.1

Estimations are made by the experts of All-Russian Centre of Living Standard and are based on: [5, p. 31; 6, p. 9, 80; 7, p. 126; 8,

p.27,134; 9, p.21].

“ To be correct consumer baskets of consumer budgets are compared.

The differentiation of the population by in-
come used for consumption has grown (by a rate
of funds) from 4.6 to 13.2 (by 2.9 times), and
by the Gini index — from 0.227 to 0.398 (by 1.8
times). Again, the situation of the socio-eco-
nomic inequality in terms of current consump-
tion of different groups of the population can
be estimated by a coefficient of the ratio of av-
erage income spent on consumption, in groups
with consumption above 11 CB and below 1 CB
(called the Bvn coefficient, in times). The Bvn co-

Table 2
Groups of the population by size and quality of housing
provision (on average per year, % of total amount of the

population)
Groups of the populati Year
roups of the population

P pop 1994 2011
Those most in need — housing poverty 73 23
(below the first standard) ’ ’
Group with low provision (above the 50.8 355
first but below the second standard) ’ ’
Group with provision below the average
level (above the second but below the 32.9 33.8
third standard)
Group with the average level provision
(above the third but below the fourth 8.4 18.0
standard)
Group with high provision (above the 0.6 105
fourth standard) ’ ’

Estimations are made by the expert of All-Russian Centre of
Living Standard and are based on: [13].

efficient was 14.4 in 1990 and 20.8 in 2011'. In
relation to 1990 the size of the coefficient rather
symbolically characterized the socio-economic
inequality. At that time, there was not a separate
group for people in the most need. In a capital-
ist economy of Russia where there is a big seg-

! Estimations are made by the experts of All-Russian Centre of
Living Standard based on [5, 6, 7].
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ment of people in the most need, there is also a
huge gap between the consumption of this group
and of the high income group (even with its small
share in the society). The Bvn coefficient can be
the most accurate method to characterize the so-
cio-economic inequality between these groups of
the society.

The first stage in the formation of Russian cap-
italism (from 1992 till 2000) led to a sharp eco-
nomic downturn, the enrichment of a narrow layer
of large private property owners, the impoverish-
ment of the majority of the population and thus to
a sharp social stratification.

In the second stage of capitalist transforma-
tion (from 2000 — till now) as a result of economic
growth during the period of 2000-2008 and 2011-
2012, the standard of living has increased in all
segments of the population, but inequality has
continued to rise. Thus, the rapid growth of social
inequality is one of the most distinctive of Russian
capitalism in from yearly 1990s till late 2000s2.

Grouping of the population by housing provi-
sion. Housing inequality during the years of capi-
talist reforms has multiplied, as evidenced by the
data in Table 2.

At the beginning of the capitalist transforma-
tion near 80 percent of the population in Russia
had modest living conditions: in size from 7 to 30
sq m per person. Over the reviewed period, this
segment of the population has “shrunk” by about
20 p.p. A reduction of housing poverty in terms of
housing provision by 3.2 times accompanied by an
increase of the group with high housing provision
by 17.5 times.

The investments in housing have become
one of the ways of capital accumulation for the
wealthy Russians. While for the poor Russians, it

2 President Vladimir Putin considered this issue as «unaccept-
able, causing too high income inequality... excessive gap is per-
ceived as an injustice and a source of social tension» [12].
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was only a statistical improvement caused by a
reduction of the total population (from 148.3 to
143.0 million) during this period. Due to this fac-
tor, there was a statistical paradox — in a num-
ber of regions and cities that lost their produc-
tion capacities, housing provision has increased
significantly with almost no construction of new
dwellings.

During the years of reforms social guarantees
of getting habitation from the state for free (typi-
cal of the Soviet Union) have been completely de-
stroyed'. It costs almost nothing for the State to
let free privatization of habitation, but now costs
of its maintenance and repair have been passed on
the impoverished majority. As a result, dwelling
and utility bills have soared. Transparent market
rent relations in the housing sector have neither
been established mortgage crediting remains un-
affordable for those who are most in need of hous-
ing, and buying a home is not often provided by
adequate income.

Inequality in access to education and health
care is the result of underfunding and superior-
ity of market principles. In 1990, education of all
levels was, but in 2010 near 40 per cent of young
people getting an education (from general sec-
ondary to higher) in full or partially paid for
their education. The brightest example is higher
professional education. Here, in institutions of
higher education, the corresponding figure was
62 per cent [14, p. 307, 310]. Polls of those who
wish to get the higher professional education
indicate that up to 80 per cent of parents were
ready to pay in full or partially for education of
their children [15, p. 84].

From 1991 to 2008 morbidity of children under
the age of 14 increased by 1.5 and adolescents (15-
17 years) — in two times. The growth of this in-
dicator is only partly linked to improved diagno-
sis, but most of it, according to experts, is caused
by the deterioration of the true health. The ac-
tual incidence among children and adolescents
is 1.5-2 times higher than the official statistics.
[16]. Unequal opportunity to get health care is one
of the main reasons for the reduced fertility, in-
creased incidence and population decline. For 18
years (from 1992 till 2010) difference between the
number of births and deaths in Russia was more
than 13.1 million people. In case, current trends
in population reproduction continue it can lead to
a reduction of the population by the beginning of
2030 to 130-135 million people [17, p. 106-113].

! Formally, the right to social rented habitation was proclaimed,
but in fact its construction has not been launched.

Inequality in Russia in the international
context

The rapid growth of economic inequality in
Russia in the 1990-2000s is useful to compare
with the trends in other economies at this time.
This should help to better identify the general and
the particular of Russian capitalism. The compar-
isons will be made with countries of the Group of
Twenty (G20)2.. Where possible and appropriate,
additional emphasis will be placed on the BRICS?,
countries, which, from one hand, are a part of
the G20 and, from the other, represent the fast-
est-growing world economies.

International comparisons of socio-economic
inequality are usually based on money income
using the Gini index and an indicator of relative
poverty. Since the relative poverty indicator is not
measured in Russia, the international compari-
sons will be based on the Gini index* (Table 3).

Economic inequality by income during the pe-
riod from early 1990s to late 2000s increased in 14
of 18 countries (excluding the EU and Saudi Arabia
from the list), members of the G20, including the
BRICS countries (except of Brazil).

In Russia, the growth of economic inequality
was explosive during 1990-1993 and then matched
the average rate for G20. At the end of the 2000s,
the level of inequality in Russia coincided with
a median value of the Gini index for the BRICS
group, i.e. in two countries (India and China) the
inequality was lower, and in another two (South
Africa and Brazil) — higher than in Russia.

Overall, the analysis of the dynamics of the Gini
index showed that since the early 1990s to the late
2000s in Russia there was the highest growth of
inequality compared to the G20 and BRICS coun-
tries®. This period is characterized by the transi-
tion from a planned economy with low inequal-

2 Members of the G20: Argentina, Australia, Brazil, Canada,
China, France, Germany, India, Indonesia, Italy, Japan, the
Republic of Korea, Mexico, Russia, Saudi Arabia, South Africa,
Turkey, the United Kingdom, the United States of America and
the European Union.

3 BRICS members: Brazil, Russia, India, China, South Africa.

* The Gini index (or coefficient) reflects the dispersion of in-
come in the range from zero (full equality of distribution) to
one (maximum inequality). There are differences in statistical
approaches of measurement inequality in different countries (in
particular, in one case, the indicators can be calculated on the
basis of data on household income, in other — on their spend-
ing). So indicators are not always fully comparable. As a rule, in-
equality by income is higher than inequality by spending.

> The authors did not give special consideration to the level and
dynamics of economic inequality in China. Although, in spe-
cial studies on China, as well as on Russia, it is recommended
to distinguish two periods of economy development: within the
world socialist system and after its destruction.
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Table 3.
Inequality level in G20 member states in yearly 1990s and late 2000s (the Gini index by household income)’
countr}ﬁlzl?embers Yearly 1990s Late 2000s Period Changes (growth rate) for a period, %
Germany 0.26 0.29 1990-2009 12.5
France 0.28 0.29 1996-2009 4.6
Italy 0.28 0.31 1991-2009 13.5
Korea 0.31 0.31 2006-2009 2.6
Canada 0.29 0.32 1990-2009 11.5
Australia 0.31 0.34 1995-2008 8.7
Japan 0.32 0.34 1995-2009 4.0
UK 0.36 0.35 1990-2009 -2.8
Indonesia 0.29 0.37 1990-2008 26.8
India 0.32 0.38 1993-2008 16.0
USA 0.35 0.38 1990-2008 8.3
China 0.33 0.41 1993-2008 24.2
Turkey 0.49 0.41 1994-2009 -16.1
Russia 0.40 0.42 1994-2009 6.0
(0.26) (0.40) (1990-1993) (53.8)
Argentina 0.45 0.46 1992-2009 0.9
Mexico 0.52 0.48 1994-2008 -85
Brazil 0.61 0.55 1993-2008 -94
South Africa 0.67 0.70 1993-2008 3.1
Saudi Arabia n/a n/a — —
Composed and estimated by the authors based on: [18; 19; 20; 6, c. 80].
" Countries are ranked by increasing level of inequality by the end of the 2000s.
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Fig. G20 countries comparison by GDP per capita and the Gini index in the late 2000s

Composed by the authors based on: [18, 20, 21]
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ity to a capitalist economy with high inequality
based on non-economic allocation of resources in
the 1990s, oligarchic model of capitalism, and a
weak power of state in the 2000s. Against the over-
all growth of economic inequality in the G20 and
BRICS its growth in Russia is quantitatively and
qualitatively different.

For a comparative analysis of the size, of in-
equality it is not enough to apply the Gini index
only. According to a common agreed approach the
height of inequality in a country should be as-
sessed by comparison of the national Gini index
and the size of per capita gross domestic product
(GDP) in purchasing power parity (PPP) (Table 4).
Thus, the effect of economy size and structures, as
well as resources to provide living standards, on
the economic inequality is considered.

The table shows that in the late 2000s, the
level of economic inequality by the Gini index
in Russia was about 1.4 times higher than in
Germany (the most prosperous of G20 country by
this indicator) and was comparable with the level
of inequality in the USA At the same time, GDP
per capita (in PPP terms) in Russia was about 3

times lower than in Germany and 3.5 times lower
than in the USA.

Below the G20 countries are compared by GDP
per capita and the Gini index as for the end of the
2000s (Figure).

According to the comparison of countries by
GDP per capita and the Gini index at the end of
the 2000s the highest economic inequality by in-
come in the group of G20 countries with up-
per-middle and low-middle income was observed
in Brazil and South Africa (the BRICS) and Mexico
and Argentina.

The relatively lower level of income inequal-
ity (below the median value of 0.37) was only in
those economies of the G20 that are classified as
high-income (excluding the U.S.), which was gen-
erally a characteristic of the early 1990s, as well.

Analysis of data in Tables 3 and 4 reveals an-
other particular feature associated with the dy-
namics of income inequality. Reduction in ine-
quality over the period from the early 1990s till
the end of the 2000s was seen only in four coun-
tries of the G20 (Turkey, Mexico, Brazil and the
U.K).

Table 4
Inequality by income indicators in G20
G20 GDP per capita, the U.S. dollar, | Country groups by income Gini index

country-member current prices, PPP, 2012 level” size year
USA 49 922 0.38 2010
Canada 42734 0.32 2010
Australia 42 640 0.33 2010
Germany 39028 0.29 2010
UK 36 941 0.34 2010

High-income
Japan 36 266 0.34 2010
France 35548 0.30 2010
Korea 32272 0.31 2010
Saudi Arabia 31275 n/a —
Ttaly 30 136 0.32 2010
Argentina 18112 0.45 2010
Russia 17709 0.40 2009
Mexico 15312 0.47 2010
Turkey 15001 Upper-middle-income 0.41 2010
Brazil 11 875 0.55 2009
South Africa 11375 0.63 2009
China 9162 0.42 2009
Indonesia 4977 0.36 2010
Low-middle-income

India 3829 0.34 2010

Composed by the authors based on: [20, 21, 22].

" Countries are ranked by GDP per capita decreasing as for the 2012. NI
" Classification of the World Bank (Atlas method) is based on Gross National Income per capita in the U.S. dollar (GNI} = T let',

t

where et” — conversion coefficient of national currency in US dollars in a year of t, GNI, — Gross National Income in national cur-
rency in a year of t, N, — average annual population in a year of t). Income classification is set each year. See: http://data.worldbank.

org/about/country-classifications/country-and-lending-groups.
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A comparison of the levels of income inequal-
ity among the group of high-income countries and
a group of upper- and lower-middle income of the
G20 shows that the highest level of inequality in
the first group equals to 0.38 (in the USA) corre-
sponds to the minimum value of this index in the
second group (marked for India and Indonesia). In
the G20 group of upper- and lower-middle income
countries, inequality at the late 2000s was more
pronounced than in high-income countries: the
median value of the index was 0.42 versus 0.32,
respectively.

Russia was a leader in growth rate of income
inequality among the G20 countries with up-
per-middle-income over the period from early
1990s till late 2000s (second after China).

When comparing the level of economic ine-
quality it is important to keep in mind the struc-
ture of the economy. A high proportion of raw
materials (especially oil) in the structure of ex-
ports of the G20, along with Russia, is also typ-
ical for Canada, the UK, Saudi Arabia, Argentina,
Mexico, Indonesia and India'. From this perspec-
tive, the inequality in Russia is consistently one of
the highest (worse only in Argentina and Mexico).

Thus, international comparison shows: a) the
explosive growth of inequality at the beginning of
capitalist reforms (from 1990 till 1993); b) one of
the highest growth rates of inequality among the
G20 countries with upper-middle-income from
the early 1990 till the late 2000s; and c) one of the
highest levels of inequality among countries with
similar export structures. These characteristics of
Russian capitalism demonstrate economic ine-
quality as the most acute problem for Russia.

Cause and reason of social inequality in
Russia: socio-economic aspect

The main causes of social inequality are: 1) the
inequality by income from employment, 2) low ef-
ficiency of personal income taxation, and 3) inad-
equate public spending on social protection. They
are discussed below.

The calculations of inequality by income from
employment are presented in Table 5.

The share of the lowest paid wage earners with
income below the subsistence minimum budget of
working age population rose from 3.1 to 14.1 per
cent, i.e. more than in four times.

The share of medium-paid workers increased
approximately by two times. But their share is very
low (only about 5 per cent), while the number is
about three times less than that of workers with
the lowest wages.

! According to [21, 23].
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Table 5
Groups of employees by real wages appropriate to different
social standards of consumption (on average per month, %
of the total number of employees)

Year
Groups

1986 2011
Under 1 BSMw" 3.1 14.1
From 1 BSMw to 3 BSMw 59.1 49.3
From 3 BSMw to 7 BSMw 35.5 29.2
From 7 BSMw to 11 BSMw 2.1 4.9
More than 11 BSMw 0.2 2.5

Estimations are made by the expert of All-Russian Centre of
Living Standard and are based on: [5, p. 31; 24, p. 111; 7, p. 128].
" BSMw — Budget of Subsistence Minimum of working age
population.

The share of highly paid employees has in-
creased by 12.5 times. However, their representa-
tion is very low at about 3 per cent of the employ-
ees, covering primarily engaged in mineral and
fuel and energy sectors, as well as in the financial
sector.

A consequence of the changes was twofold in-
crease in inequality in the distribution of workers
by wage. In 1990, the index of funds for this indi-
cator was 7.8 while in 2010 — 14.4 times. The Gini
index (concentration index of wages) increased
from 0.371 to 0.413.

Inefficient taxation of personal income. Since
2001, Russia has moved to a flat tax rate on per-
sonal income. Meanwhile, the history of the global
income tax and the practice of the majority of the
countries are associated with the use of progres-
sive taxation. The last aligns income on the basis
that the income unit, taken from the rich, results
in less loss of utility for him, than the increase in
utility for the poor as a result of the transfer of
that sum to him. Since the marginal utility of in-
come is reduced at the same percentage as income
increases regardless of income level, then at a par-
ticular shape of the income utility curve it is nec-
essary to introduce the greater percentage of tax
for those who earn more?2.

When one of the world’s lowest levels of per-
sonal income tax rate, regardless of their size, was
introduced in 2001, there were arguments about
the expected expansion of the tax based on pull-
ing monetary income of the rich into the «light»,
and as a consequence, an increase of state income.

As it turned out, these arguments did not stand
the test of practice. An absolute increase in the
amount of tax occurred, but not as a result of flat
rate introduction. It was due to the expansion of

% These ideas were developed by D. Bernoulli, A. Pigou, E
Edgeworth et al [25, p. 35-38].
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the group of tax payers (the military, police and
etc.) during that period. As for the impact of a flat
rate on the legalization of «black» income, it still
does not work. Those who did not pay at a rate of
60 in 1992, 35 in 1997-1998, 20-30 per cent in
1999-2000, do not pay in full at the rate of 13 per
cent. Meanwhile, in other countries, citizens pay
in full and at a higher (up to 70 percent) rates.

In addition, progressive taxation is aimed at:
overcoming the glaring gap between wealth in the
private and poverty in public sectors; increasing
the accumulation of funds to finance vital public
services (construction and maintenance of roads,
schools, low-cost housing, etc.).

The answer to a question about the actual rea-
sons for the introduction of the current system of
personal income tax is that the Russian state mis-
takenly chose the interests of a relatively small so-
cial group that had a power to influence the poli-
tics, economy and finances of the country, instead
the interests of the majority and the country as a
whole.

Almost all developed countries have set a min-
imum tax-free income that is below average costs
of reproduction of the labor force for the country
(for the USA and Western Europe it is in the range
of 5-6 thousand dollars a year). At this level of in-
come, the employee may not only be free from in-
come tax but also get a comprehensive range of
social benefits [26, p. 67].

Thus, it is necessary to recognize the need to
change the distribution mechanisms and to es-
tablish the tax burden depending on the size of
income.

Inadequate public spending on social protec-
tion. Social protection is one of the sources of in-
come increase in the low income group and of re-
duction of social inequality. Despite the legal
framework, and numerous measures of social sup-
port, the level of social benefits remains low and
does not allow to raise the income of the popu-
lation in need up to the official poverty level. The
lack of funds is extremely high in vulnerable fam-
ilies with children. This is mostly due to inad-

equate government spending on social support
in Russia, which lags far behind in this spending
from the most developed countries in the group
G20. For example, in 2010 the spending of social
support were in the UK — 28, Germany — 31, Italy
— 30, France — 34 per cent of GDP. In Russia, they
were more than two times lower at the level of
12.8 in 2010, and in 2011 — 11.9 per cent of GDP
[27, 28]. Such under-funding of social protection,
along with non-target nature of the fund spending
are among the reasons for the high levels of social
inequality in Russia.

Conclusion

Capitalist reforms from 1992 till 2012 were
characterized by a decline in the living standard of
the majority of the population; different dynam-
ics of this decline for different social groups and a
significant increase in economic inequality.

The explosive nature of the growth of economic
inequality in the beginning of capitalist reforms
(from 1990 till 1993); one of the highest growth
rates among the G20 countries with upper-mid-
dle income (from early 1990s till late 2000s.); one
of the highest levels of inequality among coun-
tries with a similar export structure — are the par-
ticular features of Russian capitalism. They reveal
inequality as one of the most acute problems for
modern Russia.

The Government has introduced «Forecast of
Long-term Socio-economic Development of the
Russian Federation for the Period till the Year
2030» [29], i.e. for the next 20 years. Here the prob-
lem of high social inequality is represented only
indirectly. The planned increase in GDP may even
lead to the aggravation of the problem of inequal-
ity, if the development of the economy is at the ex-
pense of the selected branches of the fuel and en-
ergy sector or of high-tech industries. In modern
Russian conditions an attempt to meet the chal-
lenges of economic growth and at the same time
to eradicate poverty will not reach a success un-
til measures to reduce social inequality are devel-
oped and implemented.
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