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NEW ECONOMIC POLICY OF RUSSIA DURING THE FOURTH 

PRESIDENTIAL TERM OF PUTIN  
As it was expected, President of Russia Vla-
dimir Putin issued a new package of the May 
Decrees that contain 150 tasks to be imple-
mented during 2018-2024 by the federal and 
local executive authorities starting right af-
ter Putin’s inauguration for the fourth presi-
dential term. The document is extremely im-
portant since it explains to a certain degree 
the general plan of actions of the govern-
ment of Russia in regards to the develop-
ment of the country for the upcoming six 

years.   
The new May Decrees include a wide range 
of vital issues like economic development 
and demographic growth, social benefits, 
education, health care, defense, science and 
many others. For instance, the new May De-
crees include such top priority objectives as 
ensuring a sustainable natural population 
growth in Russia; a life expectancy increase 
up to 78 years by 2024 and up to 80 years by 
2030; ensuring a consistent growth of real 
incomes of households; decreasing the cur-
rent poverty rate by half, etc. However, the 
most challenging and peculiar task in the 
new May Decrees is to make Russia the fifth 
largest economy of the world in terms of 
Purchasing Power Parity (PPP) ensuring the 
economic growth rates higher than the world 
average, as well as maintaining macroeco-
nomic stability and keeping the inflation rate 
below 4.0%. According to the World Bank, 
at present Russia is the 11th economy of the 
world by the GDP size measured in current 
U.S. dollars and the 6th largest economy in 
terms of GDP by PPP. As a result, in order 
to become the fifth largest economy in terms 
of PPP, the Russian economy has to grow at 
a rate higher than 3.5% annually over the 
next six years assuming that the rest of the 
economies would grow as they did during 

the previous six years on average. 
The sharp decline of oil prices in 2014 
marked the beginning of the recent eco-
nomic downturn in Russia that led to a two-
year period with a negative growth, which 
was the longest recession since 1996. De-
spite the fact that the economic growth of 
1.5% in 2017 was very sluggish and way be-
hind of the world average of 3.1%, it was 
presented by President Putin as an evident 
sign of the economic recovery. According to 
the official quarterly statistics by the Rus-
sian Federal State Statistics Service 
(Rosstat) on GDP, the positive trend still 

holds for the first quarter of 2018, when the 
real GDP recorded a 1.3% growth and the 
industrial sector grew by 2.8% compared to 
the same period of 2017. This might seem to 
be a reason for certain optimism in this re-
gard. However, it should be taken into ac-
count that the growth of the Russian GDP 
during the first quarter as well as during 
2017 was largely due to the positive trend of 
oil prices. However, in June 2018, the Min-
istry of Economic Development of Russia 
revised its forecasts concerning the GDP 
growth and lowered the expected GDP 
growth from 2.1% to 1.9% for 2018 and 
from 2.2% to 1.4% for 2019. Among the 
reasons for revising the forecasts are geopo-
litical uncertainty, a weak industrial growth, 

and demographic problems.  
According to the preliminary estimates, that 
the implementation of the new May Decrees 
would require nearly 25 trillion rubles ($396 
billion), or nearly 31% of the GDP. Despite 
the fact that the major part of the expenses 
was already planned in the state budget, 
there is a need to find the additional funds in 
the amount of 8 trillion rubles ($126.9 bil-
lion), which would increase the expenses of 
the federal budget by 7% annually during 
2018-2024. In fact, since the financial con-
ditions in Russia are very tight nowadays it 
would be a challenging task. For instance, 
the overall Russian government debt has 
grown by 2.6% since the beginning of 2018 
reaching $51.1 billion. It has already been 
decided to borrow 1.7 trillion rubles ($27 
billion) in order to cover the costs of the 
May Decrees’ implementation for 2019-
2021, which will increase the state debt to 
GDP ratio from 14% to 16.6%. Despite the 
fact that the current level of indebtedness 
can be considered as safe, the substantial 
part of the financial burden will be put on 
regions, six of which are currently heavily 
indebted with the debt levels well above 
100% relative to their regional budget reve-
nues. The overall regional debt is currently 
2.17 trillion rubles ($34.3 billion). 
Taking into account the economic sanctions 
and difficult economic conditions experi-
enced by Russia, it appears that the rest of 
funds necessary for accomplishing the ob-
jectives specified in the May Decrees are 
most likely to be covered by the population 
itself, which definitely raises the level of 
discontent and distrust of Russian citizens 

towards the government. Thus, for example, 
the Value Added Tax (VAT) will be raised 
from 18% to 20% starting from 2019, which 
is estimated to generate additional 600 bil-
lion rubles ($9.3 billion) of budget income 
per year. Another unpopular decision in this 
regard is the pension reform that will raise 
the retirement age to 65 for men and to 63 
for women. It has already been estimated 
that the implementation of this law would 
reduce the number of retired people by 5 
million and save 1.5 trillion ($23.8 billion) 
by 2024. Moreover, starting from 2019, the 
tax on approximately 14 million self-em-
ployed citizens is going to be imposed vary-
ing from 3% to 6% of their income. It is first 
going to be tested in four regions of Russia 
only, and then, it will be applied to the 
whole country. Thus, it is becoming clear 
that the costs of the May Decrees’ imple-
mentation are going to be levied on the pop-

ulation.  
The implementation of the May Decrees is 
probably going to be the toughest challenge 
that will mark the fourth presidential term of 
President Putin and determine, to a major 
extent, the economic policy of Russia until 
2024. Although the objectives pursued are 
strictly positive and intended to improve the 
welfare of the population of Russia, the pos-
sible risks and consequences resulting from 
the implementation of the plan can be detri-
mental for the Russian economy. One of 
them is the risk of a contraction of private 
consumption, which accounts for more than 
a half of the GDP, as a consequence of a 
heavy tax burden. As a result, lesser dispos-
able income would lead to lower consump-
tion and the entire economy might deceler-
ate, which would imply a failure of the 
whole positive intention pursued by the gov-
ernment. Another risk is that the highly in-
debted regions of Russia could lose their fis-
cal autonomy. Thus, 2 out of 83 regions of 
Russia are already under the federal fiscal 
control for having too much debt. Therefore, 
if the regions continue to accumulate debts, 
4 more regions with debt ratios over 100% 
might also lose their fiscal autonomy. 
Hence, the new six-year presidential term of 
Vladimir Putin is going to be marked by a 
struggle for an economic growth at all costs 

and a tight fiscal policy.  



 

 

 During his official visit to Baku, Min-

ister for Trade and International De-
velopment of Finland Anne-Mari Vi-

rolainen met with President of Azer-
baijan Ilham Aliyev to discuss issues 

related to cooperation between the 
two countries in the economic sphere, 

including opportunities for increasing 
the trade turnover and strengthening 

transport links between the parties. 

 During his official visit to Vienna, 

President of Iran Hassan Rouhani met 

with Prime Minister of Austria Sebas-
tian Kurz and President of Austria Al-

exander Van der Bellen to discuss 
ways of expanding relations between 

the two countries in all areas of mu-

tual interest, focusing on strengthen-
ing the EU-Iran dialogue. As a result 

of the visit, the parties signed several 
documents of cooperation and memo-

randa of understanding. 

 During the meeting of the foreign 

ministers of China, France, Germany, 

Iran, Russia and the United Kingdom 
held in Vienna, the parties discussed 

an economic package for Iran that 
would salvage the 2015 Joint Com-

prehensive Plan of Action (JCPOA) 
before the November deadline for the 

new round of U.S. sanctions. 

 During the political consultations be-

tween the ministries of foreign affairs 

of Turkmenistan and Romania held in 
Ashgabat, the parties discussed ways 

to develop mutually beneficial bilat-
eral cooperation. The sides ex-

changed views on the perspectives of 
partnership between the seaports of 

Turkmenbashi and Constanta. As a 
result of the meeting, an action plan 

of cooperation between the ministries 
for 2019-2020 was signed. 

 According to Governor of the Iranian 

Isfahan province Mohsen Mehraliza-
deh, the production of uranium tetra-

fluoride was resumed at the Isfahan 
Uranium Conversion Facility after a 

nine-year break. It was also noted that 
the preparation for the production of 

uranium hexafluoride is going ahead 
as planned, and it is expected to start 

within a month. 

 According to Defense Minister of 
Azerbaijan, Colonel General Zakir 

Hasanov, the Armed Forces of the 
country concluded the large-scale 

military drill. The exercise involved 

up to 20,000 military personnel, up to 
120 tanks and other armored vehicles, 

more than 200 rocket launchers and 

artillery systems of different calibers, 
and up to 30 units of army and front-

line aviation. During the exercise, the 
troops fulfilled the tasks as part of 

various military operations based on 

the modern experience of conducting 
warfare.  

.  

Economy, Finance and Energy 
 

 According to the State Customs Com-
mittee of Azerbaijan, in January-June 
2018, 1.62 billion manats ($0.95 bil-
lion) were transferred to the state 
budget, which is 38.5% more than in 
January-June 2017. In June, the reve-
nues from customs duties amounted 
to 70.69 million manats ($41.52 mil-
lion), which is a 32.3% increase as 
compared to June 2017, while the rev-
enues from value added tax totaled 
202.36 million manats ($118.86 mil-
lion), increasing by 52.3%. 

 During his visit to Tehran, Deputy 
Governor of Russia’s Central Bank 
Dmitry Skobelkin met with Director 
General of the International Affairs 
Department of Iran’s Central Bank 
Hossein Yaghoubi Miab to sign an 
agreement aimed at promoting coop-
eration between the banks. The agree-
ment envisages the establishment of 
mechanisms to promote trade be-
tween the two countries, including the 
establishment of a joint bank to facil-
itate payments following Washing-
ton’s decision to withdraw from the 
2015 JCPOA. 

 At the opening ceremony of the 
Astana International Financial Center 
(AIFC), President of Kazakhstan 
Nursultan Nazarbayev stated that 
there are 14 international brokers at 
the AIFC Exchange with total assets 
worth $34 billion, and it is expected 
that these numbers will grow further. 
It was also noted that the AIFC had 
been created with the involvement of 
the NASDAQ and the Shanghai Stock 
Exchange.  

 The delegation headed by Deputy 
Minister of Foreign Affairs of Turk-
menistan Serdar Berdimuhamedov 
paid a working visit to Geneva to 
meet with Director General of the 
World Trade Organization (WTO) 
Robert Azevedo. The issues in such 
areas as energy, transport, invest-
ment, intellectual property and envi-
ronment, including Turkmenistan’s 
membership in the WTO, were dis-
cussed during the negotiations. 

 According to the representative of the 

Angren free economic zone (FEZ) in 

Uzbekistan, over 15 new projects 
worth more than $300 million, in-

cluding $78 million in the form of di-
rect foreign investments, will be im-

plemented in 2018 in the territory of 

the FEZ. It was noted that the invest-
ments worth $89.1 million had been 

disbursed in 2017, as part of the im-
plementation of projects in the terri-

tory of Angren, which is a 57.1% in-
crease compared to 2016. 
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 During his official visit to Baku, Di-

rector General of the World Health 
Organization Tedros Adhanom Ghe-

breyesus met with President of Azer-

baijan Ilham Aliyev to discuss the re-

forms in the field of healthcare. The 
sides exchanged views over the pro-

spects of constructing state-of-the-art 
medical facilities across Azerbaijan. 

 According to President of Tajikistan 

Emomali Rahmon, the poverty level 
reduced to 29.7% in Tajikistan in 

2017, which is a 1.3% decrease com-
pared to the poverty level in 2015. It 

was noted that such results had been 
achieved due to a high growth rate of 

the economy at an annual level of 7% 
and an increase in social spending. As 

a result, the average life expectancy 
of the population reached 73.5 years 

from 73 years in 2016 (71.9 years for 
men and 75.7 years for women). 

 President of Uzbekistan Shavkat Mir-

ziyoyev signed a decree simplifying 
the entry procedures for foreigners. 

According to the document, a system 
for registering and issuing electronic 

entry visas will be introduced, which 
provides for the cancellation of the 

entry visa application procedure at 

diplomatic missions and consulates of 
Uzbekistan abroad. In addition, a 

visa-free entry, temporary stay and 
departure from Uzbekistan through 

the country’s international airports 
for citizens of 101 states, as well as a 

five-day visa-free transit through the 
territory of Uzbekistan, will be intro-

duced.  

 The Office of the Delegation of the 

European Union to Kyrgyzstan and 

UNICEF launched a new program 
aimed at protecting children affected 

by migration in Kyrgyzstan. It was 
noted that over 11% of children in 

Kyrgyzstan, or about 259,000, are left 
behind, with one or both parents liv-

ing abroad. 
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