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RUSSIAN ECONOMIC REPORT No. 20 

I   RECENT ECONOMIC DEVELOPMENTS 

Summary.  2009 has been a difficult year, with larger-than-expected losses in output and employment and 

a sharp rise in poverty. But the Russian economy, aided by higher oil prices and stronger global demand, 

is beginning to turn around—very slowly. In 2010, it could grow modestly from a low base, by 3.2 percent, 

thanks to better fiscal and balance of payments outlooks. But downside risks remain, associated with weak 

domestic demand and remaining structural constraints. On the policy front, Russia faces difficult fiscal, 

financial, and social challenges to sustain the economic recovery and cushion the social impact in a more 

constrained, postcrisis world. The new environment provides an opportunity to accelerate structural 

reforms that can raise productivity and diversify the Russian economy. 

Global trends––showing slow recovery 

In the second quarter of 2009, the global economy continued to show signs of recovery, with moderate improvements in 

both developed and developing countries (see figure 1.1 and box 1.1.). Higher stock markets, external trade, commodity 

prices, and consumer demand––as well as demand-boosting effects of fiscal stimulus measures––all point to the beginning 

of the global economy’s gradual recovery. Industrial production grew in the 3 months ending in June 2009 in all developing 

regions except in Sub-Saharan Africa, with robust recoveries in Brazil, India and China. Industrial growth in the high-

income countries remains negative but the pace of contraction is now close to zero. The latest data show the U.S. returning 

to growth in the third quarter of this year. But global output remains significantly below pre-crisis levels in all regions except 

in East Asia and Pacific and South Asia and considerable industrial capacity remains unused. The cyclical destocking of 

inventories in OECD countries is likely to support a shift to an expansion of activity in the near-term, reflected in the recent 

jump in US factory orders.  

Figure 1.1. Industrial production––bottoming out 

  
Sources: IMF, Datastream Thomson and World Bank. 

But there are substantial global risks. Unemployment continues to rise throughout the world. Housing prices in 

many countries are still falling (adding to negative wealth effects). Bank balance sheets are fragile, and more 

consolidation and recapitalization might be required. As a result, the strength and duration of the global recovery 

remains uncertain, especially after the short-term impact of the fiscal stimuli and cyclical destocking of inventories 

gradually wane. 
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Russia’s output––returning to modest growth in the third quarter  

After a deep contraction in output in the first half of the year, nascent recovery in global demand and commodity prices 

and cyclical factors helped lift Russia’s economy to a modest growth recovery in the third quarter. In the first half of 

2009, real GDP contracted by 10.4 percent year-on-year. But preliminary data indicate that the contraction in the third 

quarter was 9.4 percent year-on-year, a modest improvement over the second quarter (table 1.1). This means that the 

Russian economy has returned to modest growth from a low base, by about 2 percent, in the third quarter compared 

with the second. Recent statistics also indicate some month-on-month growth in industry, led mostly by export-

oriented sectors. The overall outlook remains uncertain, however, because major parts of the non-tradable sectors 

continue to suffer from depressed consumer demand and limited credit availability.  

Table 1.1:  Main macroeconomic indicators, 2006-09             

  2006 2007 2008   2009 

  
Jan-
Dec 

Jan-
Dec 

Jan-
Dec   Q1 Q2 Q3 Jan-Sep  

GDP growth, %   7.7 8.1 5.6   -9.8 -10.9 -9.4* -10.0* 
Industrial production growth, y-o-y, %  6.3 6.3 2.1   -14.3 -15.4 -11.0 -13.5 
Fixed capital investment growth, %, y-o-y  16.7 22.7 9.8   -15.6 -21.0 -19.0 -18.9 
Federal government balance, % GDP** 7.4 5.4 4.1   -0.4 -4.0 -4.0 -4.0 
Inflation (CPI), % change , e-o-p 9.0 11.9 13.3   5.4 1.9 0.6 8.1 
Current account, billion USD 94.7 77.0 102.3   9.4 7.6 15.0 32.1 
Unemployment, % (average for period) 7.2 6.1 6.4   9.1 8.6 7.9 8.1 
Memo:  Oil prices, Urals (USD/barrel, average for 
period) 61.2 69.5 95.1   44.1 58.6 67.9 57.1 
Reserves (including gold) billion USD, e-o-p 303.7 478.8 427.1   383.9 412.6 413.4 413.4 

   Source: Rosstat, CBR, Ministry of Finance, Bloomberg. 
*preliminary estimates of the Ministry of Economic Development. 
**cumulative from the beginning of the year.  

Domestic demand—compressed with slow and uncertain recovery  

Both consumption and investment in Russia continued to be constrained by weak demand and tight credit 

conditions. Recently revised data from Rosstat revealed a different structure behind the GDP contraction in the first 

half of 2009 than in the earlier preliminary figures (figure 1.2). Gross capital formation was the main demand factor 

dragging GDP down (by 14 percentage points in the first half of the year), followed by consumption, which added 

1.2 and 3.0 percentage points to aggregate output contraction rates respectively in the first and second quarters. Net 

exports, as expected, contributed 5.1 percentage points to GDP growth in the first quarter of 2009 and 5.9 

percentage points in the second. But the revised numbers also suggest that the real depreciation of the ruble (the real 

effective exchange rate depreciated by 5.9 percent in the first nine months of 2009) led to a much larger import 

contraction, especially in the second quarter of 2009 when net exports increased by 66 percent. The new data also 

indicate that the contraction of household consumption was more significant than expected on the basis of income 

statistics while government consumption increased, likely as a result of the fiscal stimulus package.  

The data on value added by main sectors in the first half of 2009 show only marginal improvement in tradables 

in the second quarter of 2009 while the declines in nontradables continue to worsen (table 1.2). Based on Rosstat 

data, the tradable sectors contracted by 12.6 recent in second quarter 2009 (year-on-year), compared with a decline of 14.4 

percent in the first quarter 2009. The worst performer was manufacturing, which reported a decline of 18.7 percent 

in second quarter 2009 (year-on-year). The deterioration of non-tradables continued into the second quarter of the 

year––the aggregate decline in the value added of non-tradable sectors amounted to 8.6 percent, compared to a 

decline of 5.7 percent in the first quarter. The worst performers were construction and retail trade where value 

added fell by 20.5 and 11.3 percent respectively in the second quarter 2009 (year-on-year). Negative trends have 

also been observed in other major non-tradables reflecting weakening domestic demand and tightening credit 

conditions.   
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Box 1.1.  External environment 

Capital flows to emerging markets down sharply   Oil prices are projected to reflect slow 

 in H1 2009, but surging in Q3                                         recovery in demand and high stocks 

 
Source: The World Bank 
 

Capital flows to emerging markets surged in third quarter 2009. Gross capital flows to developing countries have remained 

sluggish through the first half of 2009, but then jumped in the third quarter, boosted mostly by a surge in bond and equity 

issuances. By end-September, year-to-date total flows registered USD207 billion, compared with USD340 billion in the same 

period last year (a 39 percent decline). Bond and equity issuance have been robust so far this year, up by 18 percent and 11 

percent respectively (year on year). But bank lending has remained notably depressed relative to previous years, averaging only 

USD8 billion a month—down sharply from a monthly average of USD20 billion in 2006-2008. Even with the low cost of bank 

borrowing, access to the market has been limited as most banks remain risk-averse and prefer capital in hand. The drop-off in 

syndicated loans is most pronounced in Russia, where lending volumes are down by about 90 percent (year-on-year). 

Meanwhile, despite limited access to the international bond market for Russian borrowers, Russian corporates (mostly top-tier 

and state-owned entities) sold USD9.4 billion of global bonds or almost 15 percent of the global bond issuance so far this year.  
 
Weak global demand for oil has led to a sharp rise in excess capacity. OPEC's spare capacity has risen to levels not seen 

since 2002, when prices averaged USD25/barrel and OPEC’s pricing power was very low. Nevertheless, oil prices remain in 

the USD70/barrel range, supported by OPEC restraint and its stated desire to have prices reach a ―comfortable level‖ near 

USD75/barrel, as well as because of expectations of rising demand. At its September 2009 meeting, OPEC left its production 

quotas unchanged but indicated it would take rapid action if prices dropped sharply. Despite these announcements, OPEC 

production continues to edge higher, with compliance to its combined 4.2 million barrels per day of cuts falling to 66 percent 

from 71 percent in August. The main producers are containing output reasonably well, helped by various output constraints in 

Nigeria, Iraq and Venezuela.  Production in Iraq, which is outside the quota system, has exceeded 2.5 million barrels per day 

for 3 months in succession.  

The latest output indices suggest a modest improvement in July-September 2009 (month-on-month, seasonally 

adjusted), led by the gradually improving global demand and a start of inventory restocking cycle. Industrial 

production is showing signs of early cyclical turnaround following an extended period of inventory destocking over 

the past nine months. According to recent official statistics, the industrial production dropped by 9.5 percent in 

September 2009 (year-on year), after a 10.8 percent contraction in July. The modest improvement, however, is not 

broad-based. Predominantly export oriented industries and selected manufacturing industries (which benefited from 

the ruble depreciation) registered some weak improvement, while many industries continued to report output 

contractions. But transport and transportation equipment sector (- 41.6 percent), the production of electro-technical 

and optical equipment (-36.1 percent), and machinery (-31.7 percent) all registered significant declines in January-

September 2009. A collapse in production of transport equipment is in part due to temporary shutdowns in the largest 

auto plants.  

$ billion 2007

Total H1 Q3 Jan-Sep Total H1 Q3 Jan-Sep

Total 652 258 82 340 390 110 97 207

    Bonds 146 53 9 62 65 36 37 73

    Banks 312 151 63 214 257 40 22 63

    Equity 194 54 10 64 68 33 38 71

Lat. America 156 61 18 80 90 37 32 69

    Bonds 45 17 1 18 20 15 21 36

E. Europe 247 99 35 134 157 22 25 47

    Bonds 64 27 7 35 35 13 11 24

Asia 188 69 18 88 98 44 32 76

    Bonds 23 7 0 7 7 6 3 9

Others 61 28 11 38 45 7 8 15

2008 2009

Gross capital flows to developing countries
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Figure 1.2. Demand sources of Russia’s real GDP growth, by 
quarter, 2008-09 (% change y-o-y)  

 
Source: World Bank decomposition and estimates based on Rosstat 
data.  
* World Bank staff projected estimates. 

Figure 1.3.  Sectoral sources of Russia’s real GDP growth, by quarter, 
2007-2009 (% change year-on-year)  

 
 

 
Table 1.2: GDP growth by main sectors (value added): 2006-2009   

  2006 2007  2008  2009 

  Jan-Dec Jan-Dec   Jan-Dec Q1 Q2   Q1  Q2 

 GDP growth   7.7 8.1  5.6 8.7 7.5  -9.8 -10.9 
Tradable sector 3.4 3.8  2.0 4.9 4.3  -14.4 -12.6 
     Agriculture, forestry     3.8 2.6  8.5 4.3 5.6  -2.4 -1.8 
     Extraction industries -3.3 -2.7  0.4 1.7 2.2  -2.2 -5.1 
     Manufacturing 7.3 8.1  1.2 6.6 5.1  -23.5 -18.7 
Non-tradable sector 10.1 10.4  7.8 10.4 8.9  -5.7 -8.6 
     Electricity, gas, water production 
and distribution 

5.7 0.4  1.0 4.1 5.1  -5.3 -6.7 

     Construction 11.8 13.7  13.2 31.3 18.1  -20.9 -20.5 
     Whole sale and retail trade 14.1 12.5  8.4 14.2 9.7  -4.9 -11.3 
     Transport and communication  9.7 3.4  7.4 10.6 9.5  -7.4 -10.2 
     Financial services 10.3 12.5   6.6 8.6 7.8   0.3 -5.4 

Source: Rosstat, World Bank.           

Looking at the tradables and non-tradables, preliminary data for July-September 2009 indicate continuing 

deceleration in nontradables, as domestic demand has been further affected by falling real incomes and tight 

credits. According to Rosstat, many nontradable sectors reported negative trends in the third quarter 2009, with 

retail trade (the largest) registering a decline of 5.3 percent in January-September 2009 (year-on-year) (figure 1.3). 

In September 2009 alone, the retail trade contracted by almost 10 percent relative to September 2008 (the biggest 

decline since the beginning of the crisis). Construction and transportation sectors are also showing no visible signs of 

recovery––declining by 18.4 and 14.0 percent, respectively, in January-September 2009 (year-on-year), compared with 19.3 

and 16.3 percent in the first quarter 2009. The modest improvement is concentrated in tradables, especially manufacturing, 

which was the hardest hit sector during the crisis. The rest of 2009, however, is expected to show gradual improvements in 

both tradables and nontradables in line with overall recovery in demand. 

Labor markets––moderating adjustment  

Revised employment statistics from Rosstat indicate that a sharp downward adjustment in the labor market, continued 

through February 2009, moderated and then reversed (table 1.3). The most recent unemployment data indicate that 

unemployment peaked in February 2009 at 9.5 percent following a sharp decline in output, especially in the 
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industrial sector. Since the beginning of March 2009, however, with real level of economic activity bottoming out 

(figure 1.2), the labor market continued to show moderate improvement: by September 2009 the number of 

employed had increased by 2.6 million, and the rate of unemployment fell to 7.6 percent, still much higher than in 

September 2008 (5.8 percent). This improvement reflects seasonal gains in employment and a shift in labor 

adjustment towards labor hoarding. 

Since the early phase of the crisis, it appears that the adjustment in the labor market has changed. After the initial surge 

in unemployment, since the beginning of March 2009, the adjustment has been occurring mainly through reduced 

working hours and lower wages rather than reduced employment, reflecting employer willingness to hoard labor 

during the latter part of the crisis. Furthermore, a fall in unemployment, registered in the May and August in labor 

market surveys, reflects mainly seasonal factors rather than general improvements in the labor market conditions. 

For this reason and given the sluggish output recovery, we do not expect significant improvements in the labor 

market towards year-end. But given the state of the Russian economy, it is likely that unemployment may increase 

somewhat as seasonal factors wane.  

In response to high unemployment, the government has increased unemployment benefits and began implementing 

active labor market programs. These programs focus on the organization of public works, temporary employment, 

facilitating introduction of flexible working regime, on the job training, support for SMEs and targeted support to 

employees for a transfer to other sectors with job vacancies are not likely to significantly reduce the aggregate 

unemployment rate due to their limited size estimated at 0.11 percent of GDP (43.7 billion rubles in 2009). 

However, such programs can perhaps help temporarily mitigate the employment contraction in specific regions or 

cities that have used these programs to introduce public works.  Further, the core objective of the program has been 

to prevent layoffs from occurring in the first place. As such, most of the benefits of these programs have occurred to 

enterprises and the already employed labor. It might be important to establish clear criteria that are used at the 

oblast level to identify the eligible firms for such support.   

Table 1.3. Labor productivity, disposable income, wages, and unemployment 

  2006 2007 2008 Q1-2009 Q2-2009 Q3-2009 

GDP growth, %, year-on-year 7.7 8.1 5.6 -9.8 -10.1 -9.4* 
Total employment, million people 68.8 70.5 70.9 68.2 69.4 70.4 
Employment growth, %, year-on-year 0.8 2.4 0.5 -2.3 -2.9 -2.1 
Real disposable income growth, %, y-o-y 13.5 12.1 2.9 -0.1 2.6 -5.1 
Real wage growth, %, year-on-year  13.3 17.2 11.5 -0.8 -3.9 -5.4 
Average monthly wage, USD 392.5 533.2 692.1 497.7 578.5 597.6 
Unemployment (%, ILO definition, e-o-p) 6.9 6.1 7.8 9.2 8.3 7.6 

           Source: Rosstat. 
* Preliminary estimate by Ministry of Economic Development. 

While the adjustment in employment moderated, the impact of the crisis on real wages deepened in the third quarter of 

the year. In January-June 2009, real wages fell by 2.4 and incomes increased marginally by 1.3 percent, compared with the 

same period in 2008. But this came after years of double digit income growth. Several important factors helped limit the 

impact on real incomes in the first half of the year, namely a nominal increase in wages in the public sector, increased social 

benefits (including an increase in the minimum wage) and realized income from foreign exchange savings from ruble 

depreciation (mainly US dollars and Euro). The impact of these factors abated in the second half of the year; so despite 

improvements in employment, both real wages and incomes registered considerably larger declines in July-September 

2009––by about 5.4 and 5.1 percent respectively, compared with the same period in 2008.  

On the positive side, the stock of wage arrears began to decline. Wage arrears had been increasing through the first half of 

the year but then started to decline in the third quarter and stood at RUB 5.1 billion at the end of September (equivalent to 

some USD190 million), down from RUB 8.8 billion at the end of May. But it is still nearly 70 percent higher than at the end 

of September 2008. Most wage arrears (76 percent out of RUB 5.1 billion) are concentrated in the sectors hardest hit by the 

crisis: manufacturing, construction, and transport sectors. Aggregate statistics do not reveal large disparities in wage arrears 

among regions (box 1.2). 
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Box 1.2.  Unemployment statistics 

 
Rosstat publishes the unemployment rate monthly (ILO), but it used to conduct the labor force surveys (LFS) only on a 

quarterly basis––in February, May, August and November. On the basis of these quarterly surveys, Rosstat used to report 

numbers for each month, using an extrapolation method to estimate the unemployment rate for periods preceding the next 

survey. Later, when the survey was conducted, previously extrapolated numbers were revised according to the survey results.  

For example, with the LFS in February 2009, Rosstat extrapolated unemployment for March-May 2009. These estimates 

(extrapolations) were to a great extent affected by negative trends in unemployment observed in the last quarter of 2008 and in 

the first two months of 2009, and by a much higher volatility in the labor market during this period. So the preliminary 

estimates for March-May 2009 showed that unemployment was likely to increase further (box figure 1). The result of the 

Survey conducted in May 2009, however, showed that the situation on the labor market improved in March 2009, mostly due to 

seasonal increase in employment in highly seasonal sectors such as agriculture, fishing, construction, and, probably, by a shift 

to labor hoarding (i.e., adjustment in hours worked) rather than employment reduction as a dominant channel of labor market 

adjustment. Therefore the unemployment statistics were considerably revised and showed different levels and even a short-term 

trend in unemployment. In September 2009, Rosstat switched to conducting surveys each month. As a result, going forward, 

monthly unemployment statistics reported will be actual figures from the surveys already completed. As such, they should thus 

be more robust than extrapolations.  

 

Box Figure 1: Rosstat’s unemployment estimates and Industrial Production (left) and seasonal dynamics of employment 
(right) 

  
 Source:  Rosstat, World Bank staff estimates. 
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Box 1.3. Regional unemployment disparities 

Regional differences in unemployment rates are striking. In August 2009, when the average unemployment rate in the Russian Federation was 

7.8 percent, unemployment rates ranged from a low of 1.6 percent in Moscow to a high of 52.1 percent in Ingushetia – a thirtyfold difference! 

Unemployment is concentrated in the South, Far Eastern and Siberia federal districts. However, changes in unemployment—largely 

associated with the crisis––are not necessarily correlated with the initial regional level of unemployment. The largest increase in 

unemployment is observed in the North Western (from 4.8 to 7 percent) and Ural (from 4.9 to 8.1 percent) federal districts. Regression 

analysis revealed that unemployment levels were higher in regions with more manufacturing, and where industrial production accounted for a 

larger share of GDP. Changes in unemployment, however, tend to be higher in urban areas.  The unemployment remained fairly high but was 

almost unchanged in the South district and it increased somewhat in the Volga district. In these regions, the impact of the crisis was not that 

severe, and the economy, dominated by the rural population, is less likely to exhibit open unemployment as long as the farming cushions the 

loss of urban labor income. 

 

We find a negative correlation between initial level of unemployment and the percentage change in unemployment––more developed and 

relatively rich regions were hit the most by the current crisis. Among the 83 Russian regions, 24 regions (28 percent) observed no increase in 

unemployment. Among the best performing regions that had the lowest increases in unemployment: Yamalo-Nenetsk, Penza, Zabaiklie, 

Kamchatka. Among those with the biggest increases in unemployment: St Petersburg, Mordovia, Vologodskaja oblast, Ivanovskaja oblast and 

Moscow.  
                                        Box Figure 1.  Changes in the Unemployment Rates in percentage points, by federal districts,  (August 2009 vs August 2008) 

 

   Source: ROSSTAT, October 2009. 

   Note: The figures are for the January-August period each year
. 

Balance of payments––improved current account but volatile capital flows  

The current account improved considerably in the third quarter 2009, reflecting higher oil prices.  The CBR reported a 

USD15.0 billion surplus on the current account in the third quarter 2009, compared with USD7.6 billion in the second 

quarter, and USD9.4 billion in the first (table 1.4). The trade balance, improved noticeably to USD31.4 billion in the third 

quarter 2009 from USD19.1 billion in the first quarter 2009, as prices for the main Russian export commodities (oil in 

particular) started to recover, while imports fell in response to the ruble depreciation.    

Table 1.4.  Balance of payments (USD billions), 2006—third quarter 2009  

  2006 2007 2008 Q1-09 Q2-09 Q3-09 Q1-Q3-09
a
 

Current Account Balance 94.7 77.0 102.4 9.4 7.6 15.0 32.1 
   Trade Balance 139.3 130.9 179.7 19.1 24.4 31.4 74.8 
Capital and Financial Account 3.3 84.8 -135.8 -32.5 10.0 -23.7 -46.1 
   Errors and Omissions 9.5 -12.9 -11.9 -8.0 3.7 -3.5 -7.9 
Change in Reserves (+ = increase) 107.5 148.9 -45.3 -31.1 21.3 -12.1 -21.8 
 Source: CBR. 

a
 Preliminary estimates. 
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Figure 1.5. Oil prices and the trade balance  

 

  Source: CBR and World Bank staff estimates. 

Figure 1.6. Current account balances and the real effective exchange 
rate  

 

 Source: World Bank staff calculations based on Rosstat and CBR data.  

Capital flows remained volatile, reflecting uncertainty in global demand and commodity prices. The capital account 

deteriorated, showing a deficit of USD 23.7 billion in the third quarter 2009 compared with a surplus of USD 10.0 billion in 

the second quarter. The capital account deterioration reflects net capital outflows which increased considerably and 

amounted to USD 31.5 billion; most of these outflows were from the banking sector (table 1.5). This reversal of capital 

flows could be attributed to at least two major factors: uncertainties regarding global demand and oil prices, which 

contributed to high volatility of oil prices and exchange rate during that period, and limited the ability of Russian banks to 

rollover external debt repayments. As a result, the debt payments were higher than new disbursement, which is also reflected 

in net capital outflows.     

Recent improvements in the global outlook and increase in oil prices may result in a return of capital inflows into Russia 

in the last quarter of 2009. Since mid-September 2009, Russia has been experiencing considerable capital inflows, while 

the CBR has been building up its currency reserves. This largely reflects market expectations about the future ruble 

appreciation in the context of higher oil prices. To some extent, it also signals improved investor sentiments regarding the 

global economy and increased risk tolerance towards emerging markets. With global conditions gradually improving, we 

anticipate further marginal improvements on both current and capital accounts towards year-end resulting from higher oil 

prices and increasing capital flows to emerging markets, including Russia.  

Table 1.5.  Net capital flows (USD billions), 2006-third quarter 2009   

  2006 2007 2008 Q4- 2008  Q1- 2009  Q2-2009  Q3-2009 

Total net capital flows to the private sector 41.4 82.4 -132.8 -130.5  -35.2  4.4  -31.5 
   Net capital flows to the banking sector 27.5 45.8 -56.9 -55.6  -6.8  -5.8  -28.5 
   Net capital flows to the non banking sector 13.9 36.6 -75.8 -74.9  -28.4  10.2  -3.0 

Source: CBR.  

Despite remaining rollover risk, major defaults are unlikely. Although repayment and rollover risks remain for the 

remainder of 2009, with the private sector having to pay off about USD33.2 billion in the fourth quarter of 2009 (of 

which USD10.1 billion by banks), we do not expect any major default of bank or corporate entities. The total 

external public and private debt totaled USD487.4 billion at the end of September 2009, compared with USD480.5 

billion the end of 2008. This reported moderate increase in total debt stock was mostly due to an increase in 

borrowing of non-financial sector.   

Stock market rebounded but trading is weak. The RTS index soared by about 28 percent in the third quarter of 

2009 on the back of energy stocks. But market liquidity has not improved––average daily turnover in the third 
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quarter was down 75 percent year-on-year (or 1.2 percent, quarter-on-quarter) to around USD8.5 million (figure 1.7 

left). In the real estate market, there are signs that the market has started to stabilize and bottom out (figure 1.7 

right). 

 
Figure 1.7: RTS stock index and turnover 2007-2009 and property prices in Russia  

  
Source: RTS, Rosstat, Bloomberg 
Memorandum: Price per Sq Meter refers to prices in Moscow. 

 

Monetary policy and credits––easing of monetary conditions but no significant lending  

As inflation decelerated, the CBR has continued loosening monetary conditions in an effort to stimulate credit activity 

against the backdrop of declining inflation. On October 30, CBR lowered its key policy rates by 50 basis points. The 

overnight repo rate has been reduced to 6.75 percent and the CBR’s refinancing rate has been cut to 9.5 percent; 

further cuts by year-end are likely. As expected, inflation decelerated further during the summer months and in 

September, partly reflecting the seasonal price adjustments (and increased supply of fruits and vegetables in the 

summer months), as well as depressed demand and credit constraints. In August and September 2009, consumer 

prices stayed flat, bringing the cumulative inflation to 8.1 percent for the first nine months of the year (compared 

with 10.6 percent in the corresponding period of 2008). We expect that the CBR will continue lowering its policy 

rate in the near future to facilitate credit to the real sector. But the impact, however, appears to be limited––the 

policy rates are mostly indicative, while the cost of credit remains very high.  

The ruble appreciation picked up against the dollar and the bilateral currency basket during September 2009 on 

the back of rising oil prices. While the CBR occasionally intervene in the market to buy the excessive amount of 

foreign currency, contributing to a build-up of reserves, from the end August until end-October 2009 the ruble has 

appreciated by 7.9 percent against the dollar and by 6.2 percent against the bilateral currency basket (Euro/USD), 

and as of October 30 stands at 29.3 and 35.6, respectively. Currently (November 1), the reserves amounted to USD 

434.4 billon compared to USD 384 at the end of first quarter. The CBR is evidently allowing a much greater 

volatility than before the crisis. But future exchange rate policy, however, will largely depend on the speed of 

economic recovery in industrial sectors, especially in export oriented industries. If oil prices stay high and 

speculative capital inflows return to Russia, the CBR is likely to face renewed trade-offs between maintaining a 

competitive exchange rate for tradable industries and avoiding inflationary pressures.  

Monetary policy could also be complicated by a loosening of the fiscal stance, particularly spending from the Reserve 

Fund. The impact of fiscal loosening so has far been limited but could become more pronounced in the last quarter 

of 2009 and in 2010. Monetization of the economy improved by August 2009. The money supply (M2) increased by 

10.7 percent (to RUB 13,305 billion) from March 2009 when the government started using the Reserves Fund to 

finance its fiscal gap, but it still remains 1.4 percent below its level at the end of 2008, and 8.4 percent below its 

level a year ago. However, further deficit financing from the Reserve Fund could eventually (most probably already 

at the end of this year) lead to a much faster increase in the money supply and make controlling inflation more 
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difficult. Given the time lag (about 8-12 months) between an increase in money supply and inflation, the 

inflationary impact of the loosening fiscal stance is expected to begin towards the end of the second quarter of 2010.  

 

Despite somewhat improved liquidity, credit markets in Russia are expected to remain tight and nonperforming loans to 

increase towards year-end. According to CBR, the share of non-performing loans (NPLs) reached 5.8 percent of total 

lending in August while the share of restructured loans totaled 23.8 percent in July. We expect that the balance 

sheets of many banks will continue deteriorating as the share of NPLs increases further, possibly to more than 10 

percent on average by year-end. In the environment of increasing credit risks, lending activities by the banks have 

remained limited despite improving liquidity conditions in the economy and continuing monetary loosening. 

Despite falling interest rates, growth in credit to private firms fell to 10.7 percent (August, year-on-year), from 43.8 

a year before, while growth in credit to households shrank to negative figures (figure 1.8). Contrary to private sector 

trends, the credit growth to SOEs shows a turnaround in the fourth quarter of 2008, coinciding with the 

government’s anti-crisis measures (figure 1.9). 

 
Figure 1.8: Lending rates and inflation in Russa   
2006-2009 

 

Figure 1.9: Credit growth in Russia  
2006-2009 

 
Source: CBR, World Bank staff estimates. 

 

Fiscal policy––focusing on reducing the deficit and increasing expenditure efficiency 

According to preliminary estimates from the Ministry of Finance, the consolidated budget was executed with a 

modest deficit of 1.9 percent of GDP in January-September 2009 (table 1.6). The deficit of the federal budget 

totaled 4.0 percent in the same period, slightly below the expected level, in part due to the under execution of 

budgeted expenditures in the first three quarters of 2009. The federal non-oil deficit amounted to 11.0 percent.  
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Table 1.6.  Consolidated budget: revenues, expenditures, and the fiscal surplus, 2007-09 
  

2007 
(actual) 

2008 (actual) 
Federal Budget 

Law (Nov) 
Federal 

Budget Law 
Revised (Apr) 

2009 Jan-
September 

(actual) 

Consolidated budget      

Revenues, % GDP 40.2 38.5 n/a n/a 30.6 

Expenditure, % GDP 34.1 33.7 n/a n/a 33.1 

Surplus, % GDP 6.1 4.8 n/a n/a -1.9 

Non-oil balance, % GDP -2.9 -5.8 n/a  n/a  

Federal budget      

Revenues, % GDP 23.6 22.3 21.2 16.6 18.7 

Expenditure, % GDP 18.1 18.2 17.5 24.0 22.7 

Surplus, % GDP 5.4 4.1 3.7 -7.4 -4.0 

Non-oil balance, % GDP 0.6 -6.4 -5.4 -12.5 -11.0 

         Source: Ministry of Finance, Economic Expert Group (EEG). 

A draft outline of the 2010-12 budget proposals indicates plans for austerity measures.  Gradual improvements in 

the external environment, including recovering oil prices, have somewhat reduced, but not eliminated, a need to 

introduce spending adjustments in 2010. But in a likely scenario of a sluggish global recovery and modest growth, 

Russia will face a tightening budget constraint and need to reduce expenditures and the fiscal deficit over the 

medium term. Further, an increase in social expenditures, mainly related to increases in pensions, requires spending 

cuts in other expenditure categories. Changes on the revenue side (including such proposed one-off measures as 

privatizing SOEs) are unlikely to compensate the needed short-run expenditure adjustment; so, the ongoing policy 

debate is also focused on increasing the efficiency of expenditures. Improvements in medium term-fiscal revenues 

have allowed the government more time to introduce systematic measures aimed at increasing the expenditure 

efficiency rather than resorting to across-the-board expenditure cuts that can undermine long-term growth. The 

Ministry of Finance baseline federal budget estimates with conservative oil assumptions
2
 indicate plans to reduce 

the federal budget deficit from 8.3 percent of GDP in 2009 to 3 percent in 2012 (table 1.7).  

Table 1.7. Key characteristics of Federal Budget of the Russian Federation 2009-2012, percentage of GDP 

 2009* 2010* 2011* 2012* 

Revenues 17.2% 16.10% 15.50% 15.00% 
Expenditures 25.5% 22.90% 19.50% 18.00% 
Balance -8.3% -6.8% -4.0% -3.0% 
Non-oil balance -14.90% -14.20% -10.90% -9.50% 

                                       Source: Ministry of Finance. 
                                     * Draft law on the Federal Budget 2010-2012 (1st reading). 

The medium term fiscal outlook also indicates an extensive drawdown of the Reserve Fund to finance the deficit. 

But given the size of the deficit, the Reserve Fund is likely to be depleted by the end of 2010 and borrowing will be 

required to offset the gap (table 1.8). Estimates of the Ministry of Finance indicate that the combined external and 

internal borrowing to cover the fiscal deficit will amount to 1.0 percent of GDP in 2009, 1.6 percent in 2010, 2.5 

percent in 2011, and 1.5 percent in 2012.  

Table 1.8. Estimates of the Reserve Fund and the National Welfare Fund balances, end of year, 2008-2012 

  2008 2009 2010 2011 2012 

Reserve Fund  RUR billion 4027.6 1789.2 48.8 48.8 48.8 
 % of GDP 10.3 4.1 0 0 0 
National Welfare Fund RUR billion 2584.5 2812.9 2564.2 1815.8 1085.2 
 % of GDP 6.6 6.5 5.3 3.4 2.0 

  Source: Draft law on the Federal Budget 2010-2012 (1st reading). 

 

                                                 
2
 The assumptions for the oil price (Urals): USD58 per barrel in 2010, USD59 in 2011, and USD60 in 2012. 
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Policy challenges going forward 

Russia faces important fiscal, financial, and social challenges in the period ahead. The most significant 

challenge in the medium-term is tightening fiscal discipline by controlling the public expenditure and reducing 

the deficit. In the medium-term, a combination of external and internal borrowing and an extensive drawdown of 

fiscal reserves are likely to fully cover the fiscal deficit. But external and domestic borrowing could result in 

crowding out of resources from the private sector. And a rapid drawdown of fiscal reserves to finance the fiscal 

deficit may increase inflationary pressures. In the environment of limited scope to increase fiscal revenues, the 

fiscal adjustment is likely to fall on the expenditure measures. The government’s efforts to increase the efficiency 

of public expenditures are the first important steps.  

In the financial sector, the challenge will be to revive credit activity to support the economic recovery in the 

context of rising non-performing loans and high credit risks. While the systemic risk has been reduced 

substantially by large scale government support and improved liquidity, asset quality, the need for provisioning, 

and high credit risk will continue to constrain the bank credit capacity in the short term. Meanwhile, structural 

reforms in the financial sector aimed at further improvements in the supervision and regulatory framework and 

consolidation of the banking system will be needed.  

Unemployment and poverty will remain key social challenges, requiring mitigating policy measures over a 

prolonged period. But in the environment of a constrained fiscal space, this would require introduction of policy 

measures that increase efficiency of social spending and existing social safety net programs by improving 

targeting of social programs, including the active labor market programs that government is undertaking.  

Perhaps most important, the post-crisis environment provides a good opportunity for Russia to reconsider the 

foundations of its growth model of the past decade. Russia’s pre-crisis decade of prosperity was built on strong 

macroeconomic management, especially fiscal policy reforms, and a confluence of high oil prices, surging capital 

inflows, and access to low-cost external financing. The post-crisis world will be very different: Russia will need 

to implement fiscal adjustment and diversify its economy in the context of sluggish global growth, low capital 

flows, and more limited access to foreign financing. Russia’s real GDP will likely return to pre-crisis levels only 

in late 2012. And without a more productive, diversified, and competitive economic base, its long-term growth is 

likely to be slower than in the past decade and than the pre-crisis expectation (figure 1.10).  

So it may be time to consider a new growth model based more on increases in productivity and know-how and 

on more efficient allocation and use of investment, labor, and FDI. A next generation of reforms would make 

the Russian economy much more productive, diversified, and open—and more able to respond to future shocks. 

The success and duration of this transition from the current model of heavy dependence of natural resources to a 

more sustainable growth model would depend on maintaining a competitive exchange rate, sustaining a prudent 

fiscal stance, improving the investment climate, more mobile capital and labor, making the financial sector 

deeper and more efficient, investing in infrastructure to eliminate key bottlenecks to growth, and strengthening 

governance and fighting corruption as part of the overall effort to improve the effectiveness of the public sector.  

 

If such constraints are relaxed, Russia could return to dynamic, high-productivity, high-quality growth that 

expands the economy beyond its resource-based economic structure. The government’s recent announcement 

of further privatizations may also prove important. Reform at national and local levels is needed to reduce the 

high number of procedures to start a business, deal with construction-related activities, transfer a property title, 

and trade across Russia. Good regional examples of efforts to improve the business climate could demonstrate 

what is possible in other regions that are struggling to attract domestic and foreign investments to make their 

economies more dynamic (see box 1.4).  
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Figure 1.10: The long term impact of the crisis on Russia’s growth 
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Box 1.4: The Doing Business series investigates regulations that enhance business activity and those that 

constrain it.  

In a newly released World Bank study, quantitative indicators of business regulations and their enforcement have been constructed 

and applied to 10 regions of the Russian Federation represented by their largest cities3: The cities were evaluated for the ease of (1) 

starting a business; (2) dealing with construction permits, (3) registering property, and (4) trading across borders. The results show that the 

ease of business regulations and their enforcement on a regional level vary widely in Russia. While all local governments share the same 

legal and institutional framework, they interpret and implement national regulations differently, resulting in differing performance.  

Box table 1. Where is it easy to start a business - and where not? 

 

Business registration requirements to start a business are supposed to be uniform throughout Russia. But the time, number of procedures and 

cost vary significantly (box table 1). Rostov-on-Don is the easiest of the 10 cities to start a business in Russia—13 start-up procedures take 22 

days and cost 1.6 percent of Gross National Income (GNI) per capita. Kazan is the runner-up. Perm has the most burdensome start-up 

requirements—an entrepreneur has to carry out 10 procedures that take 36 days and cost 2.2 percent of GNI per capita.  

Dealing with construction permits is easier for entrepreneurs in regions where authorities are more active in drafting regional service 

standards and strike a better balance between guarding the public interest and reducing the bureaucratic burden on businesses.  In Rostov-on-

Don, it is as easy to build a warehouse as it is in Portugal (box table 2). Yet, in larger cities, regulators tended to emphasize the shortcomings 

of federal law and implement extra procedures to suit special circumstances (and, perhaps, a group of affiliated developers). But these added 

procedures generally do not benefit the business community.  

Box table 2. Ranking of Russian cities  
on dealing with construction permits     Box table 3. Ease of transferring property in Russia 

 

Despite a common regulatory framework for property registration across the Russian Federation, the time, cost, and number of procedures 

vary in the 10 cities due to local practices and fees. In Tver it is easiest to register property: 48 days and at a cost of 0.16 percent of the 

property value to complete a title transfer. Rostov-on-Don has the most cumbersome procedures: 61 days at the cost of  0.35 percent of the 

property value to complete a title transfer there (table box tables 3). 

Simple, efficient and easily enforced trade regulations are important for investment, trade and economic growth. The 10 cities in Russia 

studied by Doing Business show a significant variance. Moscow ranks 161 out of 181 economies. It takes 36 days and USD2,150 to export 

and import a standardized container of goods. In addition, a trader has to prepare 8 export documents and 13 import documents to complete 

formalities.  St. Petersburg comes out on top in the ranking. To export a standardized container of goods, a trader in the northern capital 

requires 8 documents that take 26 days to complete and cost USD1,350. To import a standardized container of goods, the same city requires 

13 documents that take 24 days to complete and cost USD1,400. 

                                                 
3
 Irkutsk, Kazan (the Republic of Tatarstan), Perm, Petrozavodsk (the Republic of Karelia), Rostov-on-Don, Tomsk, Tver and Voronezh. St. 

Petersburg and Moscow are so large that they constitute separate regions. 
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Economic and Social Outlook for 2009-10 

Based on the most recent statistics we forecast a GDP contraction of 8.7 percent in 2009, despite higher oil prices, 

followed by a growth of 3.2 percent in 2010 (table 1.9). This is worse than projected in the June report when we forecasted 

2009 contraction of 7.9 percent because of a longer and deeper contraction of domestic demand and more prolonged period 

of tight credit. The economy has already contracted by an estimated 10.03 percent in the first nine months, so this annual 

contraction assumes recovery in the second half of the year on a quarterly basis. We also maintain our view that the 

economy has reached the bottom in the second quarter of 2009––on a quarter-to-quarter basis––with improvement in 

economic activity expected during the second half of 2009 partly supported by a revival of the global demand, oil prices and 

recovery of the global financial system. By end-2009, the Russian economy will have registered two quarters of consecutive 

quarterly growth, which would continue in 2010. But weak global demand, compressed consumption, and tight credits will 

continue to constrain economic recovery in Russia.  

The global environment is gradually improving but the international environment is likely to remain constrained. Based 

on the recent trends in the global demand we currently expect the world growth to be negative 2.2 percent in 2009, followed 

by a modest recovery of 2.6 percent in 2010 (table 1.9). This represents some improvement—largely on account of a 

stronger rebound in China and new data showing broader signs of global recovery––compared with our expectation in the 

June report of 2.9 percent contraction in global output in 2009 and a 2 percent bounceback in 2010. Oil prices have also been 

revised upward as global outlook improves––to USD61.4 per barrel in 2009 and USD75.29 in 2010. Due to larger fiscal 

revenues associated with higher oil prices the estimated federal budget deficit could be lower than in our last forecast 

(RER19)––about 6.9 percent of GDP in 2009 and 4.4 percent in 2010. The downside risks associated with high volatility of 

oil prices and global demand will, however, remain. Required deleveraging of the household, private and public sectors in 

many high-income countries are likely to constrain the pace of medium-term global growth. 

 Table 1.9.  Outlook for 2009-2010 
 2009 2010 

World growth, % -2.2 2.6 

Oil prices, average, USD/bbl 61.4 75.3 

Russia    

    GDP growth, %  -8.7 3.2 

    Federal government balance, %  -6.9 -4.4 

    Current account, USD bln. 46 41 

    Capital account, USD bln. -30 20 

Source: World Bank projections. 

Given the current trends in inflation and money supply the inflation outlook for 2009 has been adjusted downward 

relative to our June 2009 estimates. We project the end-year 2009 inflation between 9 and 10 percent (down from our 

previous estimate of between 11 and 13 percent), reflecting sharply slowing domestic demand and the continuing credit 

crunch. Yet considerable relaxation in the fiscal stance and the use of the Reserve Fund may lead to excess liquidity in the 

economy and contribute to higher inflation in 2010 given the time lags between an increase in the money supply and 

inflation. Reducing this risk will require careful coordination of monetary and fiscal policies next year. 

The balance of payments outlook is broadly maintained with some changes related to revisions in the forecast for oil 

prices and global demand. If oil prices remain at the current levels the balance of payments position is likely to stabilize and 

even improve. The vulnerability of the balance of payments position is likely to decrease in the short-term. The surplus on 

the external current account will stay in the range of USD 41-46 billion (equivalent to about 3 percent of GDP) both in 2009 

and 2010 (table 1.9). The capital account is projected to be in deficit of about USD 30 billion in 2009 and a surplus of USD 

20 billion in 2010, largely reflecting repayment obligations and low capacity of corporation and banks to rollover the 

existing debt. Non-debt related capital outflows are likely to reverse.   

The expected modest recovery of the economy during the second half of 2009 is unlikely to have significant impact on 

social indicators (figure 1.11). Real incomes are likely to fall further and the unemployment rate is expected to reach about 

9 percent as the impact of seasonal factors wanes. Even with a somewhat better labor market picture than expected earlier 

this year, it might take as long as three years for the poverty rate to decline back to pre-crisis levels. Using the revised 
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unemployment data, household survey data and national poverty lines,
4
 a likely headcount poverty rate could reach 17.7 

percent at end-2009, slightly above 17.4 percent we forecast in June. In the medium-term, the poverty rate is expected to 

decline to 16.1 percent by end-2010 and 14.6 percent by end-2011.  

Figure 1.11 Projected impact of the crisis on the poverty rate, percentage of people with income level below minimum 
subsistence, 2007-2011 

  
Source: World Bank staff estimates based on aggregate output forecast and household survey data on employment and incomes. 

 

                                                 
4
 Defined as the percentage of population with money incomes below subsistence minimum level set by the government of Russia. In the first quarter 2009, 

this line amounted, on average, to 5083 rubles per person (about $169). 
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II.  IMPACT OF THE CRISIS ON HOUSEHOLDS IN EUROPE AND  

CENTRAL ASIA: KEY FINDINGS FROM A RECENT WORLD BANK REPORT 

 

The global recession threatens the well-being of more than 160 million people in the region who are poor or just 

above the poverty line. This is one of the main findings of a recent report by the World Bank Group, The Crisis Hits 

Home: Stress Testing Households in Europe and Central Asia.
5
 Using precrisis household data with aggregate 

macroeconomic outruns, the report simulates the impact of the crisis on households, focusing on three main 

transmission channels: access to financial markets (including the cost of borrowing and the burden of debt service 

payments), the relative prices of goods and services, and the income and employment of members of the household 

(figure 2.1). This chapter summarizes some of the main findings from this analysis, focusing on those of special 

relevance and interest to Russia. 

 

Figure 2.1. The impact of the crisis on households: Main transmission channels 

 
Source:  The Crisis Hits Home: Stress Testing Households in Europe and Central Asia. 

 

Credit market shocks 

 

Household debt in Russia is lower than in other ECA countries, producing positive and negative welfare 

consequences. At around one-quarter of GDP, household debt in the EU10 countries is higher than in Russia (~11–

12 percent) and most other CIS countries (figure 2.2). Ukraine is an exception, with household debt comparable to 

the EU10 average. This level is considerably lower than most of the older EU members, on average about 65 

percent. As household financial positions have grown, there has been a shift toward housing loans or mortgages on 

the liability side of the balance sheet, and an increasing share of equities and pension and mutual funds on the asset 

side. In Russia, mortgage lending grew by a factor of 2.6 in 2007.
6
 CIS mortgage lending has also grown very 

sharply in recent years. 

 

                                                 
5 The report was prepared by a team led by Erwin Tiongson and comprising Anna Gueorguieva, Victoria Levin, Kalanidhi Subbarao, Naotaka 

Sugawara, Victor Sulla, and Ashley Taylor. 
6 Central Bank of the Russian Federation (2008): Banking Supervision Report 2007.  
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Figure 2.2. Household debt in Europe and Central Asia, 2008 (percent of GDP) 

 
Source:  The Crisis Hits Home: Stress Testing Households in Europe and Central Asia. 

 

The rapid rise in household access to credit—in the new EU member states and in such Western Balkan 

countries as Albania and Serbia and such CIS countries as Ukraine—has brought many benefits to households. 
But it has also exposed them to potential credit market shocks. There is no doubt that the lives of many have 

improved because it has become much easier for households to borrow. Borrowing allows them to meet their needs, 

purchase durable goods, and invest in housing—to sustain a stable living standard, in good times and in bad. But 

because of the specific characteristics of household loans in the region, this rise in household debt means that 

payment obligations may increase very sharply, as a result of the crisis. First, many households borrowed in foreign 

currency and are now exposed to exchange rate depreciations. As the value of the local currency falls, the payment 

obligations in local currency will rise. Second, many households have loans with variable interest rates, so their 

interest payment obligations may rise as average interest rates rise. Those who recently lost their jobs will have an 

even more difficult time meeting their payment obligations.  

 

With rising debt service burdens, many households will risk defaulting on their obligations. The results of stress 

tests on household loans recently conducted by the World Bank suggest that ongoing macroeconomic shocks—to 

interest rates, exchange rates, and household income—may expand the pool of households unable to service their 

debt. The share of vulnerable households or borrowers at risk will grow (as a percentage of all indebted 

households), depending on the severity of the shock. Although the share of indebted households and households at 

risk in the region still lags behind those of richer countries, the aggregate effects of rising debt service burdens are 

already being seen in rising household loan delinquency rates. For instance, in recent months rising unemployment 

rates in Latvia have gone hand-in-hand with a sharp increase in household loan delinquencies (figure 2.3). 

Similarly, a simulated 10 percentage point increase in unemployment rates significantly increases the share of 

vulnerable households or borrowers at risk (figure 2.4). 
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Figure 2.3. Latvia household loan delinquency 

rates and unemployment rate 

 

Figure 2.4. The share of vulnerable 

households before and after an unemployment 

shock 

 
 

Source:  The Crisis Hits Home: Stress Testing Households in Europe and Central Asia 

 

Price shocks 

 
The food and fuel crisis may not be over. In some countries, food and fuel prices will rise as the value of currencies 

fall. The poorest consumers will again be vulnerable. Global food and fuel prices have fallen because of the 

slowdown in economic activity worldwide and the falling global demand for commodities. In addition, increased 

agricultural activity produced a bountiful 2008 harvest and eased global food shortages. But international 

commodity prices have not fallen back to pre-2007 levels. Specialists have also pointed to longer term challenges in 

global food production that have yet to be addressed. In addition, falling currencies in some countries are resulting 

in a new round of price increases, depending on the share of imported food and fuel in local consumption and the 

pass-through of exchange rate changes in domestic prices. Finally, in such countries as Belarus, Moldova, and 

Ukraine, the utility reform program remains largely incomplete. As a result, for reasons of economic efficiency or 

fiscal consolidation, a number of countries will have to adjust their energy tariffs to cost-recovery levels in the 

coming years. 

 

The impact on households of a food or fuel price crisis is not straightforward. The recent food price crisis tells us 

that the net effect of a rapid food price increase depends on whether households are net producers or net consumers 

of food (figure 2.5). It also depends on how much food they consume and whether there are cheap substitutes. And 

it depends on their sources of livelihood and their ability to take advantage of profitable opportunities in agriculture. 

These considerations suggest that, at least in principle, the poor are not necessarily the hardest hit. But food 

represents a very large share of the poor’s total consumption. In low-income countries of the region, the food share 

of consumption among the poor is 80 percent. Moreover, in reality, the poor are the worst hit, as many of the poor 

in Albania, Kyrgyz Republic, and Tajikistan, for example, are also net consumers, with limited access to 

agricultural assets and inputs. 
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Figure 2.5. Kyrgyz Republic: Poverty and food price crisis 

 
 Source:  The Crisis Hits Home: Stress Testing Households in Europe and Central Asia. 

 

In Russia, too, the poor are highly susceptible to food price rises. Earlier World Bank analysis for Russia has 

demonstrated the adverse impact of high world food inflation on Russia’s poor.
7
 Between June 2007 and March 

2008, food prices in Russia grew much faster than nonfood prices, driving 82 percent of the increase in the overall 

consumer price index rise in this period. World Bank staff simulations using 2004 HBS data indicated that rising 

food prices had a much higher poverty impact in Russia’s poorer regions (Ingushetia, Dagestan, and Tomsk) than in 

richer regions (Moscow and St. Petersburg) (figure 2.6). 

 

Figure 2.6. Russian regions least affected and worst affected by rising food prices 

 

  
Source:  The Crisis Hits Home: Stress Testing Households in Europe and Central Asia. 

 
Employment and income shocks 

 

Poverty rates across the entire region are expected to rise because of the crisis. The poverty impact of the regional 

recession will be significant: by 2010, there will be 11 million more people in poverty and more than 23 million 

more people just above the international poverty line, relative to precrisis projections for growth and poverty (figure 

2.7). The growth in poverty would represent a fifth of the region’s population who moved out of poverty during 

                                                 
7 See Russian Economic Report 16, June 2008, The World Bank. 
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1998–2006. This is not surprising given that regional poverty is shallow, with many individuals susceptible to 

falling into poverty even with modest falls in average income. Alternatively, one could think of them as the recent-

poor, with fragile links to the labor market and few savings, but benefiting from recent credit and construction 

booms. 

 

Figure 2.7. The poor and vulnerable population 2007–10  

(using the USD 5-a-day measure of poverty) 

 
Source:  The Crisis Hits Home: Stress Testing Households in Europe and Central Asia. 

 

The poverty impact varies by subregions. The middle-income CIS countries, on average, have seen the largest and 

most significant downward revisions to their GDP growth projections. As a result, they are also seeing the largest 

percentage-point increases in the projected poverty headcount (figure 2.8). In Russia, the results of recent 

simulations suggest that the poverty headcount in rural areas will likely rise by more than 5 percentage points. The 

middle-income CIS are followed closely by the low-income CIS. The overall results mask the variety of possible 

effects within countries, including the concentration of the poverty impact in selected economic sectors. Recent 

country studies suggest that for economic shocks transmitted mainly through the labor market, poverty will rise 

especially among households dependent on remittance inflows and those previously employed in booming 

construction sectors, where economic activity is now projected to decline sharply.  
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Figure 2.8. Change in poverty and vulnerability 2010 
(In percent of the population; most recent versus pre-crisis growth projection) 

 
Source:  The Crisis Hits Home: Stress Testing Households in Europe and Central Asia. 

 

How are risks and vulnerabilities distributed across countries and, within countries, across broad types of 

households? In some ways, the simulated effects may be understated, because they capture only some of the first-

round effects. The second-round effects on access to education, health, and social services will be significant. 

Lessons from the region’s previous crises suggest that temporary economic shocks have a lasting impact on human 

development, as families cut back education and health investments in response to a banking or exchange rate crisis. 

Crises may also lead to more social unrest, criminal activity and human trafficking, disrupt communal and ethnic 

relations, or bring down fragile governments and fledgling democratic processes. 

 

Coping with the crisis: Appropriate policy responses 

 

How will households protect themselves? Households in the region have employed a variety of coping strategies to 

protect their well-being during previous crises. These strategies include household members holding secondary jobs 

to augment income or family members migrating to foreign countries where well-paid jobs are available. Some 

households draw down their savings or borrow money, in places where credit is available. And besides turning to 

the government for assistance, households suffering from an economic shock turn to friends and family. But in the 

current global crisis, the scope for households to engage in their traditional coping strategies may be limited. 

Because of the global nature of the crisis, and because economic shocks are hitting households on multiple fronts, 

these coping strategies may no longer be feasible. This means that the policy response will be critical. 

 

Fiscal policy responses are constrained by falling revenues throughout the region. In most countries in the region, 

the immediate fiscal policy response is constrained by rapidly falling revenues. Substantial government deficits are 

currently projected for the region. Where there are no new sources of financing and where there is little scope to 

mobilize revenues, many countries will have to resort to across-the-board cuts in spending. Such blunt adjustments 

will likely substitute for efforts to improve the efficiency of public spending. Labor-using investment 

expenditures—either from countries’ own budgets or from resources provided by donors—could be one option for 

addressing the labor market consequences of the crisis. Such investments could include rural roads or irrigation 

rehabilitation that can create short-term employment opportunities while creating the conditions for longer term 

growth. Improving the efficiency of public spending may also create some additional fiscal space. 

 

Protecting social safety nets—and expanding some of them, where resources are available— will be an 

important element in the response. Although social safety nets will be among the items likely to be cut as revenues 

fall, protecting these programs—and possibly expanding some of them, where some reallocation of resources is 

possible—will be an important element in the response to the crisis. Social protection systems vary in size and 
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targeting performance across countries; however, most countries have at least one targeted safety net program that 

can possibly be scaled up in response to the crisis. Expanding such programs can take place either by increasing the 

value of benefits they provide or by expanding their coverage to reach households still outside the system. But in 

some countries, including Belarus, Bosnia, Hungary, Kazakhstan, Moldova, and Russia, the targeting performance 

of existing programs remains weak. The ability of Russia’s social assistance programs to cost-effectively protect the 

poor from the adverse impacts of the crisis is limited due to this shortcoming. Reforms in program design, targeting, 

and implementation are needed to strengthen the safety net.  
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III. CONFRONTING "DEATH ON WHEELS": 

MAKING ROADS SAFE IN THE RUSSIAN FEDERATION
8
 

 
“The national economy lost USD 175 billion from traffic accidents over the past five years. That is comparable with overall 

health care expenditures of the same period.” 

– Dmitry Medvedev, 

President of the Russian Federation, August 6, 2009 

 

The Global Ministerial Conference on Road Safety is being hosted by President Medvedev and the 

Russian Government on 19-20 November, 2009. This is a major public health issue in Russia, but also in 

many other developing countries. While the crisis has focused the policy attention on important 

macroeconomic and unemployment and poverty issues, it is important to recall other major social and 

public health issues such as road safety. This note reviews the sources of the road safety problem in 

Russia, discusses economic and social consequences, and draws tentative conclusions about available 

policy options for confronting “death of wheels” and contributing to saving lives. 

 

Diagnosis of the problem 

 

Transport is central to development. It facilitates the movement of people, goods, and services; enhances 

employment opportunities; and improves access to essential services (World Bank 1996). It is affected by 

policy decisions in many sectors, and these, together with the transportation options available, facilitate or 

discourage the use of private cars and otherwise influence the choices people make for traveling. While 

enhancing social welfare, transport investments can also expose people to hazards or risks, with possible 

acute and chronic health effects, including road traffic injuries, the subject of this note. 

 

The growth of road traffic injuries depends on the rate of growth of motorization and the rate of 

change in fatalities per vehicle (Kopits and Cropper 2005). In many transition countries of Eastern 

Europe and Central Asia, the rate of vehicle ownership grew faster than the decline in the rate of fatalities 

per vehicle, while policy and governance did not keep pace with the booming motorization. The lower 

quality of public transport, due to limited or reduced public financing, has pushed many people to use 

private cars or informal public transportation, such as informal networks of minibuses. 

 

Since the 1990s, with incomes rising in the Russian Federation, the motor vehicle fleet increased by 

260 percent, and cars account for more than 70 percent of the total (ECMT 2006). However, 

improvements in road infrastructure and the enforcement of traffic safety regulations have lagged behind. 

As a result, road traffic injuries involving drivers, occupants, and pedestrians have become a major public 

health burden.  

 

In 2008, Russia had nearly 30,000 road traffic deaths and about 271,000 non-fatal road traffic injuries. 
While these figures represent a drop of 7–10 percent from 2007, road safety in Russia is still worse than in 

any European country (box 3.1).  

 

                                                 
8
 This note was prepared in September 2009 by Patricio V. Marquez, Lead Health Specialist, Europe and Central Asia Region, 

the World Bank, with contributions from Sevil Kamalovna Salakhutdinova, Health Officer, Moscow Office, the World Bank. It 

benefited from technical guidance and comments on a larger report on the situation in Europe and Central Asia (ECA) provided 

by leading road safety experts at the World Health Organization and the World Bank. Comments were also provided by Igor 

Sheiman, Higher School of Economics, Moscow. 
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What are the vulnerable regions and population groups?  
 

About 72 percent of all car crashes in Russia occur in urban areas. Moscow and the Moscow region 

together contribute to more than 12 percent of the country’s car crashes, injuries, and fatalities. Data 

for 2007 show that the majority of traffic deaths are among car occupants (62 percent), followed by 

pedestrians (36 percent) (figure 3.1). The high percentage of pedestrian deaths, in sharp contrast with 

other European countries,
9
 is evidence of the Russian transport system’s limited ability to cope with rising 

traffic and the needs of vulnerable road users. 

                                                 
9
 By comparison, in France and Germany, pedestrian deaths account for about 12 percent of road fatalities. 

Box 3.1. Comparing Russia’s road fatalities with other countries 

 
Russia’s traffic mortality rate is five or six times higher than that in several European Union (EU) countries, about twice that 

in the United States, and higher than that in other Eastern European countries such as Poland and Hungary, the average for 

the Commonwealth of Independent States (CIS) countries. While road fatalities rose in Russia by about 25 percent over the 

last two decades and showed only a modest fall in 2008, they have declined by 59 percent in Western European countries 

and by 21 percent in Canada and the United States. This rate is even more remarkable considering that there are fewer cars 

per 1,000 people in Russia than in Western Europe—161 per 1,000 in Russia compared with 448 in Sweden and 524 in 

Germany. Road traffic injuries are already among the leading 10 causes of death and of disability-adjusted life year losses in 

Russia. 

 
Box figure. Road fatalities in Russia and selected countries, 2007 

Country Mortality rate due to road traffic injuries per 

100,000 people 

Russian Federation 25.2 

Commonwealth of Independent States (CIS) average 15.0 

Poland 14.7 

United States 14.5 

Hungary 12.3 

European Union (25) average 11.0 

New Zealand 10.7 

Australia 8.1 

Germany 6.0 

Great Britain 5.4 

Sweden 5.2 

The Netherlands 4.8 

Source: WHO-EURO (2009); and OECD/ECMT (2006). 
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Road traffic injuries disproportionately affect economically productive age groups in Russia. More than 

50 percent of road traffic deaths are among those aged 15–44, and 75–80 percent of such deaths are 

among males. Children and the elderly are particularly vulnerable, especially as pedestrians, and are seven 

to nine times more likely to be killed in a car crash than car occupants. On average, a child is injured in 

every eighth road traffic crash in Russia. Older people—frequently as pedestrians and more frail—have a 

higher fatality rate if injured, because their injuries tend to be more severe. As Russia’s population ages, 

identifying new strategies to address the mobility and safety needs of the elderly becomes more urgent.  

 

Several factors contribute to road traffic injuries. An estimated one-third of car crashes in Russia are 

caused by speeding vehicles, particularly dangerous for pedestrians. The possibility of a pedestrian being 

killed increases eightfold as the speed of impact with a car increases from 30 kilometers per hour (km/h) 

to 50 km/h. Drunk driving, accounting for 10 percent of all road crashes, is another risk factor, and young 

drivers and riders aged 18–25 are particularly at risk.
10

 Other risk factors are poor road conditions and 

poor driving that result in head-on collisions. Also looming is distracted driving while using cell phones 

and sending text messages. 

 

The economic and social consequences of road traffic injuries are severe. The economic or ―human 

capital‖ cost components for motor vehicle crashes and injuries include direct and indirect costs
11

 to 

individuals and to society from the decline in health of those injured (NHTSA 2002). In estimating the 

total economic cost of road traffic injuries, the value of the decreased production and consumption of 

injured individuals is included, as are the resources consumed as a result of any injury or crash that might 

otherwise be used for increasing societal well-being. Recent data from the United States, where the total 

economic cost of motor vehicle crashes in 2000 was estimated at USD 230.6 billion, illustrate how the 

total social costs of road traffic injuries are computed.  

                                                 
10

 As blood alcohol content increases, so does the likelihood of crashing, particularly above 0.04 grams per deciliter. A recent 

study assessing the impact of alcohol on the high and fluctuating mortality rates among adult men in Russia found  that road 

traffic injuries are one of the three main causes accounting for alcohol-related deaths (Zaridze and others 2009). 
11

 Direct costs include emergency treatment, initial medical costs, rehabilitation costs, long-term care and treatment, insurance 

administration expenses, legal costs, and employer/workplace costs. Indirect costs are productivity costs in the workplace due 

to temporary and permanent disability and decreases in household productivity due to these disabilities. Property damage and 

travel delay, crash costs other than those directly attributable to an injury, are estimated for injury and non-injury crashes as 

well (NHTSA 2002).  

Figure 3.1. Deaths by road user category, Russia 2007 

 

Source: WHO (2009). 

Pedestrians

Drivers 4-
wheelers

Passengers 4-
wheelers

Riders 2-3-
wheelers
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 The most significant costs were lost market productivity due to the level of disability 

documented for crashes involving injury and death and property damage due to the high 

incidence of minor crashes in which injury does not occur or is negligible. Each accounted for 

26 percent of the total economic costs.  

 Medical care and emergency services (including police and fire services) were responsible 

for about 15 percent of the total.  

 Travel delays caused by congestion at the crash site account for 11 percent.  

 Lost household productivity accounts for 9 percent (NHTSA 2002).  

Similar estimates by the Russian Ministry of Internal Affairs in 2005 indicate that the cost of road crashes 

in Russia absorbs 2.5 percent of gross domestic product (GDP), or about USD 26 billion annually.
12

  

 

The impact on the Russian health system is large. Road traffic injuries are a major burden on health 

systems worldwide, both in terms of placing excessive demands on already overburdened facilities and 

straining limited budgets. Estimates in Russia indicate that road traffic victims are seven times more likely 

to need hospitalization compared with victims of other types of trauma. And road traffic injuries account 

for 75 percent of all types of injury, with victims of road traffic crashes representing more than 60 percent 

of severe trauma cases. The provision of medical services for traffic injuries and other external causes 

absorbed about 0.27 percent of GDP in 2003, or about USD 1.2 billion (World Bank 2005).  

 

How is Russia responding to this challenge? The government is implementing the Federal Targeted 

Program for Ensuring Road Traffic Safety 2006–2012, aimed at decreasing the number of people killed on 

the country’s roads by a factor of 1.5. The Department of Road Traffic Safety in the Ministry of Internal 

Affairs is coordinating this program with the participation of the Transport, Emergency Situations, Health 

and Social Development ministries, other federal agencies, and regional and municipal governments. 

 

The main parts of the program are road modernization and education and information. Promising 

measures include: increasing tenfold the fines for driving without a seat belt; enacting a law to make 

crossing into an oncoming lane an offense punishable by license revocation; and conducting anti-alcohol 

campaigns, in some cases with the Russian Orthodox Church (Partitt 2009). These efforts, as noted, 

reduced road traffic injuries during 2007–08.  

 

However, road conditions in Russia are still very dangerous. As President Medvedev emphasized in a 

national speech on 6 August 2009, poor road infrastructure, bad organization of road traffic, and 

insufficient regional and local efforts hinder further improvements. Exacerbating the situation are the 

absence of effective education programs for drivers, particularly young drivers, and limitations on the 

purview of road police, who concentrate on collecting penalties and not on preventing road accidents. 

Poor emergency medical and rehabilitation services also account for road fatalities and disability among 

car crash victims.  

 

What added actions can Russia take? Countries that have successfully reduced road traffic injuries, such 

as Australia, Great Britain, the Netherlands, New Zealand, Sweden, and the United States, have adopted a 

―safe system approach.‖ It is anchored in a long-term vision--the elimination of death and serious injuries-

-and in embracing improvements in road infrastructure, vehicle safety, and enforcing laws to ensure 

                                                 
12

 The estimation of the cost of a death due to road traffic accidents in Russia values years of life lost before retirement at 

EUR70,000, a much lower amount than that in other countries (ECMT 2006). 
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compliance with safety measures (OECD/ECMT 2006). Key ingredients are sustained political support 

and funding for system-wide strategies, targeted action plans, and delivery mechanisms involving multiple 

institutions at all levels of government under the coordination of a lead agency.  
 

The experience of several OECD countries suggests possible options to scale up and intensify road 

safety efforts in Russia in the medium and longer terms. One such option would be to focus on major 

high-volume road corridors and highways around urban centers. The objective would be to test an 

optimized road safety improvement strategy that could later be replicated sequentially in other regions. So, 

to address the road safety challenge in Russia, a multisectoral approach is more necessary than before.  
 

Under the safe system option, improved road safety results depend on three inter-related elements: 

institutional management, interventions and results.  A reliance on addressing interventions alone will not 

suffice. Therefore, sustained support is required to: 

 Strengthen cross-sectoral institutions and governance capacity for road traffic injury 

prevention.  

 Enhance nationwide road traffic injury surveillance systems.  

 Improve the design of road infrastructure.  

 Strengthen road safety enforcement.  

 Launch public education campaigns.  

 Strengthen emergency medical services, including safe blood transfusion services, critical to 

saving lives. 

 

What is the international evidence on effective interventions to reduce road traffic injuries?  

 

Engineering technologies and road designs. Improving intersection control, safety and crash barriers, 

signs, markings, and maintenance is an effective intervention strategy (World Bank 2003). For example, 

collapsible lighting columns and other devices that break away on impact are widely used, and cable 

barriers have been cost effective in Denmark, Sweden, Switzerland, and in England (European Transit 

Safety Council 1998). Traffic-calming measures, such as speed bumps, reduce road traffic injuries, 

especially pedestrian injuries (Afukaar, Antwi, and Ofosu-Amaah 2003). And speed cameras led to a 14 

percent reduction in fatal crashes and a 6 percent reduction in nonfatal crashes in developed countries 

(Elvik and Vaa 2004). 

 

Vehicle design and safety equipment. Strategies focusing on safer vehicles include improving the visibility 

of vehicles by using daytime running lights for cars and motorcycles (Elvik and Vaa 2004; Radin Umar, 

Mackay, and Hills 1996; Yuan 2000), promoting further development of ―intelligent‖ vehicles, and 

incorporating crash protective design into vehicles (such as seat belts and airbags).  

 

Laws, regulations, and enforcement. Intervention strategies aimed at improving road user behavior focus 

on introducing and enforcing relevant legislation, not just on education. Examples in the United States 

include graduated driving permits for teens, requiring six months with a learner’s permit and a curfew 

prohibiting driving between midnight and 5:00 a.m., and passenger restrictions for the first year after 

getting a license.
13

 Using seat belts is an  effective strategy for reducing traffic deaths and serious injuries 

                                                 
13

 A new report by the Texas Transportation Institute noted that the state’s rate of fatal teen crashes dropped faster than 

anywhere else in the United States over five consecutive years after the adoption of these measures (Dallas Morning News 
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once a crash has occurred, and there is strong evidence that laws requiring the use of seat belts and child 

restraint laws reduce occupant deaths and injuries.
14

 Motorcycle and bicycle helmets also protect against 

injuries.
15

  

 

Measures to control speeding, drunk driving, and cell phone use while driving. Setting and enforcing 

speed limits reduces road traffic injuries by up to 34 percent, particularly among pedestrians, cyclists, and 

motorcyclists. Road traffic injuries are also reduced by setting and enforcing legal blood alcohol limits 

and minimum drinking-age laws, using checkpoints to randomly stop drivers to detect alcohol, and 

running mass media campaigns to reduce drinking and driving (Peden and others 2004). Random breath 

testing has been found to be twice as effective as having predetermined checkpoints (Henstridge and 

others 1997). Other measures such as license revocation and suspension have been enacted in numerous 

countries, markedly reducing the fatalities from alcohol-related crashes. Measures at the state level in the 

United States to outlaw the use of cell phones and texting devices by young drivers are starting to reap 

positive results. Peer influence programs have also reinforced the rules and contributed to reducing fatal 

crashes involving teen drivers in Texas (Dallas Morning News 2009).  

 

Managing traffic and reducing risk. The least-used and least-evaluated road safety interventions aim to 

reduce exposure to risk of road traffic injuries. It has been estimated in high-income countries that each 1 

percent reduction in distance traveled reduces crash incidence by 1.4–1.8 percent (Litman 2000; Edlin 

2002). So, policies that improve transport networks and reduce distances and the necessity to travel reduce 

road traffic injuries. 

 

Emergency medical care systems to deal with crash victims. Effective post-crash medical care and 

treatment can prevent deaths and limit the severity of injuries. France’s Service d'Aide Médicale 

d'Urgence (Emergency Medical Assistance Service, SAMU) and the U.S. experience in this area are 

noteworthy. Better survival rates among road traffic victims have been achieved by improving emergency 

medical systems to get people to the hospital faster after an accident and by enhancing in-hospital quality 

of care (Haider 2007). 

 

Are the proposed interventions cost-effective? While the most cost-effective strategies vary by region, a 

combined intervention strategy that simultaneously implements multiple road safety interventions 

produces the most health gain for a given investment (Chisholm and Naci 2008). Roadside enforcement 

strategies—in relation to alcohol-impaired driving, speeding, and non-use of seat belts, for example—can 

offer major synergies on the cost side (figure 2.2).
16

 That makes them a good, cost-effective investment 

option for the Russian Government.
17

  

                                                                                                                                                                            
2009). Media coverage, increasing fines, and suspending drivers’ licenses have helped reduce road traffic injuries and deaths in 

Brazil (Poli de Figueiredo and others 2001).  
14

 Wearing a seat belt, for example, can reduce 45–55 percent of traffic-related injuries (WHO 2004). Mandatory seat belt use 

laws accompanied by strict enforcement are successful in preventing deaths, as demonstrated in a 30-year study in Finland and 

the United Kingdom (European Transport Safety Council 1996; Ashton, Mackay, and Camm 1983). European Union (EU) 

countries have seat belt enforcement laws allowing the police to stop a motorist for not wearing a seat belt (primary 

enforcement), which increases the laws’ effectiveness (Dinh-Zarr and others 2001).  
15

 For example, in Malaysia and Thailand, the enactment and enforcement of helmet laws have led to a 56 percent and 30 

percent reduction in road traffic fatalities, respectively (WHO 2002; Ichikawa, Chadbunchachai, and Marui 2003; 

Supramaniam, Belle, and Sung 1984). Similar results have been observed in recent years in Vietnam after the introduction of 

mandatory helmet laws in 2007 (Passmore 2009). 
16

 Road traffic injury prevention inputs include engineering and design of roads and vehicles, safety devices, technology, and 

ambulance and trauma care services. The intervention costs in the World Health Organization study are those that are not 
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Figure 3.2. Cost-effectiveness of road traffic injury prevention strategies in Europe and Central   

Asia (International dollars per DALY saved, 2005) 

 
Note: Countries in the WHO European region with low child and adult mortality (EurB): Albania, Armenia, Azerbaijan, Bosnia 

and Herzegovina, Bulgaria, Georgia, Kyrgyzstan, Poland, Romania, Slovakia, Tajikistan, the Former Yugoslav Republic of 

Macedonia, Turkey, Turkmenistan, and Uzbekistan. Countries in the WHO European region with low child/high adult mortality 

(EurC): Belarus, Estonia, Hungary, Kazakhstan, Latvia, Lithuania, the Republic of Moldova, the Russian Federation, and 

Ukraine.  

Source: Chisholm and Naci (2008). 

 

A window of opportunity is open for advancing the road safety agenda under current economic 

recovery programs in Russia. Programs funded by government to reactivate economic growth and 

employment offer a window of opportunity to scale up and improve road safety in Russia. In the United 

States, investment is now being directed to roads and highways, incorporating safety features into planned 

projects and encouraging local governments to implement existing highway safety plans. The goal is to 

support the development and promotion of programs and technologies to reduce the 37,261 deaths on U.S. 

roads in 2008.  

 

Conclusion 

 

Accumulated worldwide experience offers options and lessons for how to scale up ongoing road safety 

efforts in the Russian Federation. The time to act has arrived. This challenge has now acquired added 

                                                                                                                                                                            
incurred at the health facility level but at a more programmatic level, including the resource costs associated with legislation 

and program management and law enforcement, combined with the privately borne cost to bicycle and motorcycle owners of 

buying helmets and the cost of fitting front and rear seat belts in cars that do not already have them.  
17

 The investment for a year of healthy life is less than the respective per capita income, an internationally used threshold to 

determine whether an intervention is cost-effective. 

$- $10,000 $20,000 $30,000 $40,000 $50,000 $60,000 $70,000

Enforcement of speed limits (via fixed/mobile cameras)

Drink-drive legislation & enforcement (breath-testing)

Legislation & primary enforcement of seat belt use

Legislation & enforcement of helmet use by motorcyclists

Legislation & enforcement of helmet use by bicyclists

Speed cameras + breath-testing

Seatbelts + motorcycle helmets

Speed cameras + breath-testing + seatbelts

Speed cameras + breath-testing + motorcycle helmets

Seatbelts + motorcycle helmets + breath-testing

Seatbelts + motorcycle helmets + speed cameras

Seatbelts + motorcycle helmets + speed cameras + breath-testing

Seatbelts + motorcycle helmets + speed cameras + breath-testing + bicycle helmets 

Average cost per DALY saved

EurB

EurC
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importance since the Russian government is preparing to host the first-ever global ministerial conference 

on road safety in Moscow on 19–20 November 2009. Investing in effective interventions under a safe 

systems approach will reap gains for Russian society.  
 

 
 



World Bank Russia Country Office                                                                                                                               Economic Management and Policy Unit 
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Main indicators 

   

        
  

      
          2006 2007   2008   2009 

Output Indicators Jan-Dec Jan-Dec   Mar Jun Aug Sep Jan-Dec   Jan Feb Mar Apr May Jun Jul Aug Sept 

  GDP, % change, y-o-y 1/ 7.7 8.1   8.5 8.0 - 7.3 5.6   - - -9.8 -9.8 7/ -10.2 7/ -10.4 n/a -10.2 7/ 10.3 8/ 

  Industrial production, % change, y-o-y 6.3 6.3   6.5 0.9 4.7 6.3 2.1   -16.0 -13.2 -13.7 -16.9 -17.1 -12.1 -10.8 -12.6 -9.5 

  Manufacturing, % change, y-o-y 8.3 9.5   10.4 0.6 6.5 8.2 3.2   -24.1 -18.3 -20.5 -25.1 -23.7 -16.0 -14.7 -16.8 -13.4 

  Extraction of mineral resources, % change, y-o-y 2.5 1.9   -0.7 0.6 0.7 3.2 0.2   -3.6 -6.0 -1.8 -1.8 -3.4 -4.0 -1.6 -3.8 -1.0 

  Fixed capital investment, % change, y-o-y 16.7 21.1   23.1 11.4 10.1 14.3 9.8   -16.0 -14.8 -16.1 -17.4 -24.5 -20.6 -18.9 -19.4 -18.6 

Fiscal and Monetary Indicators                                     

  Federal government balance, % GDP  1/ 7.5 5.4   6.8 7.2 8.8 8.3 4.1   15.0 2.5 -0.4 -3.1 -3.2 -4.0 -4.2 -3.8 -4.0 

  Consolidated budget balance, % GDP 1/ 2/ 8.5 6.1   12.1 10.6 - 11.1 4.8   23.2 6.0 2.8 0.1 -1.1 -3.2 -2.7 -2.3 -1.9 

  M2, % change, p-o-p 3/ 43.6 51.3   2.3 3.8 2.3 -1.1 27.2   -11.1 0.3 0.8 1.9 4.2 2.3 -0.3 1.4 2.6 

  Inflation (CPI), % change, p-o-p 9.0 11.9   1.2 1.0 0.4 0.8 13.3   2.4 1.7 1.3 0.7 0.6 0.6 0.6 0.0 0.0 

  GDP deflator 1/ 15.5 13.9   20.7 22.1 - 24.2 18.8   - - 5.7     4.2     3.3 

  Producer price index (PPI), % change, p-o-p 10.4 25.1   0.7 4.9 0.5 -5.0 -7.0   -3.4 5.1 2.9 2.4 0.6 2.2 1.8 1.4 1.2 

  Nominal exchange rate, average, Rb/USD 27.1 25.6   23.8 23.6 24.1 25.3 24.8   31.5 35.8 34.7 33.6 32.1 31.0 31.5 31.6 30.8 

  Real effective exchange rate, 2000 = 100 (IMF) 163.4 172.7   181.8 186.3 184.1 184.0 183.2   165.7 157.3 164.6 168.7 173.4 176.8 175.1 n/a n/a 

  Real effective exchange rate, % change, p-o-p (IMF) 9.5 5.7   1.2 0.6 -1.7 0.0 6.1   -9.1 -5.1 4.7 2.5 2.8 2.0 -1.0 n/a n/a 

  Reserve Fund, bln USD e-o-p       130.5 130.3 142.6 141.0 137.1   137.3 136.3 121.1 106.8 101.0 94.5 88.5 85.7 76.4 

  National Wealth Fund, bln USD, e-o-p       32.9 32.9 31.9 48.7 88.0   84.5 83.9 85.7 86.3 89.9 89.9 90.0 90.7 91.9 

  Reserves (including gold) billion $, end-o-p 303.7 477.9   512.6 569.0 582.2 556.8 427.1   386.9 384.1 383.9 383.9 404.2 412.6 402.0 409.6 413.4 

Balance of Payment Indicators                                     

  Trade Balance, billion $ (monthly) 139.2 128.7   16.5 18.4 18.3 16.3 176.5   7.5 5.2 6.4 6.3 8.9 9.2 10.2 11.5 9.7 

  Share of energy resources in export of goods, % 63.3 61.5   68.8 67.1 - 66.9 65.9   - - 59.6 n/a n/a 61.3     65.4 

  Current Account, billion $ 95.6 76.6   37.5 26.2 - 27.6 98.9   - - 9.4 n/a n/a 7.6     15.0 

  Export of goods, billion $ 303.9 354.0   39.9 43.9 45.7 43.8 469.0   17.9 18.6 20.9 21.1 22.7 24.5 26.3 27.1 27.2 

  Import of goods, billion $ 164.7 225.3   23.4 25.4 27.4 27.5 292.5   10.5 13.4 14.5 14.7 13.8 15.4 16.1 15.6 17.5 

  Gross FDI, mln USD 1/ 13,678 27,797   5,585 11,080 - 19,201 27,027   - - 3,182 n/a n/a 6,090       

  Average export price of Russia's oil, $/bbl 56.2 64.4   91.0 114.5 112.0 96.5 91.2   40.1 40.6 40.9 44.3 49.2 57.4 61.3 64.1 67.3 

Financial Market Indicators                                      

  Average weighted lending rate for enterprises, % 4/ 10.5 10.8   11.3 11.3 11.8 12.7 15.5   17.1 16.6 16.1 16.0 15.9 15.6 14.9 15.2 n/a 

  CBR refinancing rate, %, end-o-p  6/ 11.0 10.0   10.3 10.8 11.0 11.0 13.0   13.0 13.0 13.0 12.5 12.0 11.5 11.0 10.8 10.0 

  
Real average rate for Ruble loans, % (deflated by 

PPI) 
-1.8 -3.4   -12.2 -12.8 -15.0 -10.3 -6.8   32.4 26.4 23.1 25.5 29.1 32.1 36.0 35.1 n/a 

  Stock market index (RTS, ruble term, eop) 1,922 2,291   2,054 2,303 1,646 1,212 632   535 545 690 833 1,088 987 1,017 1,067 1,255 

Enterprises Finances                                     

  Share of loss-making companies  1/ 29.7 23.4   34.3 29.4 28.4 27.6 25.2   38.9 38.5 39.5 39.5 38.1 35.5 36.0 35.1 n/a 

  Share of credits in capital investment  1/ 14.3 15.5   17.3 17.2 - 17.8 17.6   n/a n/a 13.4 n/a n/a 12.0 n/a n/a n/a 

  Profitability (net profit/paid sales), % 1/ 25.6 36.8   32.1 36.7 35.0 32.0 21.5   -25.8 0.2 12.1 17.4 23.4 24.8 24.0 25.7 n/a 

Income, Poverty and Labor Market                                      

  Real disposable income, (1999 = 100%) 219.1 245.6   234.5 257.8 266.9 262.6 252.2   175.2 235.6 242.7 261.8 254.2 262.9 255.8 245.8 250.0 

  Average dollar wage, US $ 391.9 532.0   687.6 755.1 701.5 702.5 694.3   483.5 478.7 533.0 541.6 581.2 615.1 594.2 580.8 621.5 

  Unemployment (%, ILO definition) 7.2 6.1   6.5 5.6 5.8 6.2 7.8   8.7 9.5 9.2 8.8 8.5 8.3 8.1 7.9 7.6 

  
Source: Goskomstat, CBR, EEG, IMF, staff 

estimates.                   
   1/ Cumulative from the year beginning                                     
  2/ Starting 2006 incl. extrabudgetary funds                                     

  
3/ Annual change is calculated for average annual 

M2 
                                    

  4/ All terms up to one year                                     
  5/ Estimate, Economic Expert Group, cumulative from the year beginning                                 
  6/ From Oct. 30, the rate is 9.5%                                     

                                         
  7/ Estimate of the Ministry of Economy                         

                                               
  8/ Estimate of the World Bank 

                                                           

 


