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Give an overview of the main achievements and failures of 

Russia’s economy under Putin 

Eleven years ago, in August, 1999, Vladimir Putin was nominated by the Russian 

President, Boris Yeltsin, as the new acting Prime Minister; little known at the time, upon 

Yeltsin‟s resignation at the end of the year, Putin was set up to enter the field as acting 

President, shortly to be elected into the role on a permanent basis, subsequently 

securing the role for two consecutive terms. Ding reports that in 2001, the Russian 

economy was lagging; the oligarchs had distributed the central governments political 

and financial power between themselves, whilst there remained poor living standards for 

the majority of civilians, and ultimately, a lack of respect on the international stage 

(2008: 14). It has been suggested that Putin‟s greatest achievement for Russia was 

restabilising the economy after the harshest crisis seen in Russian history in 1998; 

however, Aslund believes that Russia‟s financial crash “completed the market 

transformation” and “taught the Russian elite the importance of macroeconomic 

responsibility” (2008). Malofeeva and Brenton list Putin‟s achievements to include a 

strong economic growth, the creation of a Stabilisation Fund, the reassignment of control 

over strategic industries, an integration into the global market, and a decline in poverty 

and unemployment, alongside an increase in social reform (2007), although, an 

economic growth of 6.4 percent had previously been recorded, by 1999 (Aslund, 2008); 

therefore, the question remains as to the extent to which Putin‟s „success‟ was a result of 

his own initiative, or merely a continuation of the policies already implemented under 

Yeltsin?  

Malofeeva and Brenton point out the positive outcomes of the financial crisis under 

Yeltsin; vital fiscal reforms helped to balance out Russia‟s budget in view of 

hyperinflation, whilst central state power was reinforced alongside the doubling of 

Federal revenues, and therefore the newly strengthened state continued, successfully, 

its tax war against the high-ranking oligarchs of big enterprises (2007). By 1999, there 
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was a belief that all of the main requirements for economic growth, as stated by Gaidar, 

were in place: 

“…macroeconomic stability and low, predictable rates of inflation, an open 

economy plus access to promising markets, clear-cut guarantees of property 

rights and a respectable level of financial liability, high levels of individual savings 

and investments, and effective programs to aid the poor and to maintain political  

stability” (qtd. Malofeeva and Brenton, 2007).  

Putin‟s first action was to strike at the oligarchs, who, via privatisation, had secured 

ownership of some of Russia‟s largest state-owned companies. According to Shi, of the 

China Institute of International Studies (CIIS), this ultimately ended their influence over 

government policies, whilst setting a strong base for Russian economic development 

(2008). Following a course of long campaigns, three super-influential oligarchs in 

particular – Berezovsky, Gusinsky and Khordorkovsky – had lost their empires as a 

result, whilst others committed to paying taxes, withdrawing from politics and 

acquiescing to cooperation with government programmes (Malofeeva and Brenton, 

2007).   

The key areas of oligarch control were focused on oil and natural resources. Big 

businesses and enterprises within Russia owned most of the firms relating to this energy 

sector; Chubarov noted that the „lion‟s share‟ was being siphoned off, and invested 

abroad, with the „second major beneficiary‟ being the Russian state1. The need to secure 

these areas under the state, to aid in the economic growth of the country, were obvious; 

with vital resources open to Russia, it was apparent that as prices increased, so too 

would the economy as a result of exporting to other countries. Indeed, by 2005, this 

reliance on natural resources accounted for 61% of Russia‟s export earnings: 

                                                             
1 Investments were contributing to the ranks of bureaucrats and spending on the military, as opposed to the 

everyday civilians of the country (Chubarov, c. 2009) 
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“For Russia, rising oil prices not only bring a large amount of wealth, but also give 

the country a strong base for optimising its economic growth structure, which will 

focus more on sustainable development rather than simply selling natural 

resources” (Ding, 2008: 14-15).  

In hindsight, it can be argued that the reassertion of state control over these key 

industries has only resulted in a new form of state oligarch-capitalism; even though the 

individual oligarchs themselves are no longer the sole beneficiaries of the oil boom 

profits, the mainstream of Russian society remain isolated also, as only a small 

proportion is actually being received by programmes helping out the majority of the 

Russian population. Nevertheless, as Brent recognised,  

“Putin‟s plan to „consolidate the vertical power of the government‟ paid off…much 

of their carefully constructed empires [has] fallen into government hands…and 

vast wealth is beginning to pervade Russian society” (2006: 11).  

However, this reliance on natural resources and their subsequent exports may prove 

detrimental to the Russian economy: if and when oil prices encounter a downturn, which 

is inevitable in a global market economy, what would happen to the foundations which 

the Russian economy is built upon?  

Following on from the success of gaining state-control in strategic industries, Putin‟s era 

was characterised by a budget deficit reduction2. Acknowledging the success of oil-

related revenues coming into the country, the Stabilisation Fund was adopted in 2004 – 

whereby, tax revenues over a certain oil price were directed into a fund set aside for 

reducing the budgetary dependency on oil exports (Malofeeva and Brenton, 2007). It is 

believed that, by the end of Putin‟s Presidency, this fund totalled $120billion, and was 

still growing whilst oil prices remained high. In a similar fashion, tax reforms were also a 

                                                             
2 Malofeeva and Brenton note that, an achievement in itself, by 2007, the federal budget was running at a 6 

percent surplus, in comparison to the deficit of 1.2 percent in 1999, following the financial crisis of 1998 

(2007). 
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key area of Putin‟s economic achievements, and whereas Malofeeva and Brenton touch 

upon his campaigns to improve tax discipline and the evasion tactics adopted by the 

previously oligarch-controlled companies, Aslund comments upon the unification of tax 

collection under one agency: reforms included the introduction of a flat rate for income 

tax3, and a reduction in corporate profit tax4, as well as the introduction of an average 

rate of social security contributions5 (2008). Pryde notes that the government has also 

secured an agreement with regards to “part of Russia‟s projected budget surplus” being 

used “to meet the repayments on sovereign debt due in 2003-6” (2003: 175).  

Aslund believes that, for the first three years, Putin‟s Presidency was characterised by 

progressive economic reforms (2008). As well as the tax reforms already mentioned, he 

observes the realisation of the need for small and medium sized enterprises, which led to 

a simplification of the administration in 2002; with a steady increase of 7 percent a year, 

by 2006 there is a total of almost 5 million registered enterprises recorded, and also, 

Aslund touches upon the privatisation of agricultural land as the last barrier gaining 

attention in July, 2002. However, he notes that private ownership was gradual, and 

often, a personal connection with regional governors was vital in procuring land (2008).  

A decline in poverty and increase in social reform have also been attributed to Putin‟s 

era. Malofeeva and Brenton list a fall in the percentage of the population living below 

subsistence levels over eight years: in 2007, this total was recorded as 17 percent, in 

comparison with the 1999 level of 30 percent (2007). Chubarov, however, makes 

reference to a decline from 38 percent in 1998, to 9.5 percent in 2004 (c. 2009). 

Although these figures obviously conflict, there is no mistaking the general consensus 

that poverty had, in fact, fallen during Putin‟s time as President. Malofeeva and Brenton 

accredit this increase to the role the regional authorities played in raising the living 

                                                             
3 13 percent at 2001 (Aslund, 2008) 

4
 35 to 24 percent as of 2001 (Aslund, 2008) 

5 Cut from a flat rate of 39.5 percent of the payroll, to 26 percent (Aslund, 2008) 
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standards of pensioners and those in the less wealthy areas of the country (2007), 

whereas Ding notes, it was an increase in actual incomes, as well as pensions, that 

caused living standards to double (2008). Indeed, real wages had also grown at a 

doubled rate, and the average spending on food, with regards to family budgets, 

dropped from 73 percent, in 1992, to 54 percent in 2004 (Chubarov, c. 2009).  

On the other hand, Brent argues that little of this „opulence‟ is evident in the 

countryside, “where economic depression, social malaise, and severe 

depopulation…continue unabated” (2006: 11). He continues,  

“Outside the percolating centre one feels the oppressive weight of many years of  

destitution and neglect in the unkempt squares and shabby high-rises whose 

inner courtyards are lined with entryways that resemble bank vaults rather than 

doors through which people come and go, intent on normal daily affairs, where 

mangled children‟s play equipment rusts amid heaps of broken glass, and broken-

down cars were worked on in the shadows” (2006: 11-12).  

This recent account is at extreme odds with Malofeeva and Brenton, who state their 

beliefs that poverty would eventually be eradicated, even without the help of the federal 

centre (2007). Similarly, unemployment is another area that has been considerably 

reduced during Putin‟s Presidency, and is also a contributing factor to the reduction of 

the masses living in poverty. With a previous rate of 13.2 percent in 1999 – that is, 

approximately 8.6 million unemployed – alongside a significant amount of 

underemployment – this includes working low hours, and unpaid, involuntary leave – the 

contrasting rate of less than 8 percent, or 5 million unemployed in 2006, looks very 

promising to the future of labour in Russia (Malofeeva and Brenton, 2007). As a matter 

of fact, Malofeeva and Brenton allude to the fact that Russia is now a large importer of 

foreign labour (2008); with the high economic growth rates, the vast developments 

being made in the energy sectors, and an increase in demand for imports and exports, 

labour is created in various new fields across the country.  
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“Russia is now more respected as a big power on the world stage…in recent 

years, Russia under Putin has strengthened its cooperation in various 

areas…Russia‟s input has become more important in discussions about 

international problems” (Ding, 2008: 15). 

It is important to remember that, at the end of Putin‟s time in office, Russia was still not 

a member of the World Trade Organisation. However, in line with Ding‟s assessment of 

Russia in the global order, Russia was, in comparison to 19996, a much more open 

economy in 2008 (Malofeeva and Brenton, 2007). Russia‟s charge into the global market 

was a result of the energy-intensive industries, such as metals and chemicals, as well as 

oil, and by 2004, foreign trade accounted for 48 percent of Russia‟s GDP (Chubarov, c. 

2009), of which, most of this trade was with Europe7. An achievement in itself, one could 

argue, and considerably important to Russia‟s development in the twenty-first century; 

under Putin‟s administration, Russia became more integrated with Western Europe, 

gradually destroying the isolation she had once experienced under Communism, and 

expanding outside the Communist sphere of influence that was prevalent only twenty 

years prior to Vladimir Putin‟s accession to a position of power and personal influence 

within the Russian state.  

Similarly, another achievement was the accessibility of the population to foreign made 

goods; as Malofeeva and Brenton make reference to, the liberalisation of public 

consumption permitted the restructuring of Russia‟s economy in itself (2007). With a 

preference for imported goods over nationally produced commodities, Russia‟s domestic 

market thus came under increasing pressure. This was relieved, in part, as a result of 

the growing emphasis on the Russian trade of imports and exports; whereas the general 

population favoured imports, so too, the state exported their manufactured goods and 

                                                             
6
 Although during the 1990s Russia was becoming more integrated in the global economy than the Soviet 

Union had ever been (Chubarov, c. 2009) 

7 By 2005, in contrast, the Commonwealth of Independent States only attributed to 15 percent of Russia’s 

exports, and 23 percent of its imports (Chubarov, c. 2009) 
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energy resources to other countries across Europe in particular, in order to fund the 

nation.  

Ultimately, all of the achievements mentioned above have contributed to the greatest of 

Putin‟s achievements: strong economic growth. At a press conference, Putin announced 

that the gross domestic product had grown 72 percent since 20008, and continued with 

his belief that, if “Russia could sustain its current annual GDP growth of 7.2 percent, it 

could double its GDP by the end of 2009” (qtd. Ding, 2008: 14). Indeed, Russia has in 

fact climbed from being the twentieth largest economy in the world, to the seventh 

(Chubarov, c. 2009). All the same, a recurring line of reasoning is that this economic 

boom that has resulted in such economic achievements overall, cannot be sustained; 

Malofeeva and Brenton, in particular, argue that the global commodity boom cannot 

continue indefinitely, and will, in due course, be followed by a slump (2007). This factor, 

however, is not one that can be accredited to Putin directly, and therefore cannot be 

considered a failure in the long run.  

Aslund, in his article published in CESifo Forum, believes that, whilst the three years 

from 2000 to 2002 were “characterised by progressive economic reforms”, in 2003, 

“Putin‟s economic policy changed track” (2008). This article outlines the potential failure 

of Putin‟s time in office: 

“It is offensive that under Putin the state has taken on the role of plunderer and 

racketeer with an appetite that grows with each successive conquest. But the 

greatest calamity is that nobody is allowed to utter a word in protest regarding all 

this” (Nemtsov, qtd. Aslund, 2008). 

Aslund is very obvious in his conviction that Putin “effectively condoned corruption 

among his friends” (2008); his evidence includes the abandoning of economic reforms as 

half finished, and the introduction of renationalisation, to which he claimed the “most 

                                                             
8 Chubarov believes that Russia’s GDP fell by 40 percent during the 1990s; eventually, the 1990 level was 

regained in 2002 (c. 2009) 
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likely purpose of renationalisation is corruption” (2008). Indeed, in the second term of 

his Presidency, Putin did not undertake any more significant reforms. By May, 2007, 

after maintaining “budget surpluses every year from 2000”, inflation had actually 

“surged to 15 percent” (Aslund, 2008).  

At a speech in Moscow, on February 8th, 2008, Putin outlined his „blueprints‟ for the 

country‟s future development strategies, to be reached by 2020: 

“Improving innovative development and generally changing current economic  

growth mode that is fully dependent on natural resources…Setting economic 

growth goals for Russia… double its GDP by the end of 2009 while maintaining its 

current economic growth rate…” (Ding, 2008: 15).  

The fact that he outlined these at the end of his time in office, highlights the fact that 

they were not achieved, at least to an acceptable degree, during the previous eight 

years. 

In fact, when concluding, it is important to look to others work; many of whom have 

stated their opinion that Putin was „lucky‟ with regards to gaining the position of 

President, and inheriting a Russia already on the road to economic improvement. Pryde 

states an accepted view by many exploring Putin‟s economic achievements and failures 

during his administration: 

"Under President Vladimir Putin, Russia has resumed many of the reforms that 

were put on hold during the instability following the crash of August 1998 and is 

seriously attempting to create the conditions for sustained economic growth" 

(2003: 165). 

The debate, therefore, is not necessarily what were Putin‟s main achievements, but 

perhaps, more importantly, what were policies originally instigated by Putin‟s during his 

Presidency?  
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During his speech, “The President bragged at length about „everything that was done 

during these eight years,‟ but he seemed unaware that it boiled down to one single 

achievement – an economic growth of 7 percent a year” (Aslund, 2008). There is no 

denying that under Putin‟s time in office, Russia‟s gross domestic product grew at a 

phenomenal rate. This was aided by the increase in oil revenues, and the growth of 

imports and exports, which had a knock-on effect with the improvements regarding 

living standards, unemployment reduction, and the opportunity to create a Stabilisation 

fund. Following the crash of 1998, Pryde suggests that, rather than highlight the failings 

of the liberal reforms under President Yeltsin, it actually “crystallised an elite consensus 

on key policies that was already emerging in 1997–98” (2003: 165). To this end, Putin‟s 

policies of tax, land and banking reforms were merely continuations of the previous 

Presidency, as opposed to new aims. Nevertheless, the continuation of these reforms 

were occurring in an economic environment that was more open to change, and 

therefore, more open to achievement, as “Russia‟s political and business elites ... neither 

want nor [can] afford another crisis and loss of international and domestic confidence”, 

which consequently led to “a greater sense of unity and purpose” (Pryde, 2003: 174) 

among Russians.  

However, Chubarov notes that, although this surge produced a spike in consumer 

spending, in turn, the recovery of Russian manufacturing and agriculture was not 

stimulated to the extent that Russia, by the end of Putin‟s Presidency, was showing little 

sign of being able to compete in cutting-edge industrial sectors (c. 2009), and whilst it is 

true that “Russia‟s growth...[has] been substantial and beneficial”, Aslund suggests “it is 

all the more striking for the many problems that have accumulated because of the near 

absence of structural reforms after 2002” (2008).  

On the other hand, Wang believes that “The country‟s strong...economic...and diplomatic 

strength today shows that Putin “has done a great job” (qtd. Ding, 2008: 15), although, 

he continues by stating that Westerners often ignore the important fact that the living 

conditions and social security of the population have been greatly improved since he 
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came to power. Steen also comes to an understanding in line with Wang‟s: "Putin's 

authoritarian style seems to meet in particular the national, but also the regional elite's 

desire for co-ordinated governance and more state responsibility for welfare" (2002: 

119). Nevertheless, Aslund concludes that “during President Vladimir Putin‟s reign, the 

Russian regime became too rigid and centralised to handle crises... Therefore, this 

regime can hardly be very stable” (2008). As Steen believes 

"...the Russian state is not embracing a western model and is neither returning to 

its authoritarian past, but is in the process of institutionalising a unique hybrid 

model that is trying to bridge the tensions between deep collective, and 

authoritarian traditions, new pluralist political structures and necessary 

restructuring of the economy" (2002: 122). 

Although Putin has achieved incredible economic gains, the key concern, in conclusion, 

still boiled down to his dependency on oil, natural resources, and all aspects of the 

energy-sector, as a means of maintaining economic success. To limit a country‟s wealth 

to the sole reliance on revenues of one aspect of the economy is ultimately paving the 

way for future economic difficulty. This is probably Putin‟s largest failure during his time 

in office. 
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