
The IMF's call was instantly taken up by home-grown liberals, who bear the chief responsibility for 

the technological and social breakdown of Russia over the course of the last 20 years. But I do not 

know of one professional who would have supported the idea. What is more, both President Putin 

and Prime Minister Medvedev have spoken repeatedly of how there is no question of raising the 

pension age. 

A word, by the way, on the IMF. In the 1990s, with its advice to 'be careful and save', and its loans 

made at extortionate rates of interest, the IMF brought Russia to breaking point. A wave of ill-

thought-out privatisation rolled across the whole country; time and time again, cuts were made to 

the public funding of science, education, healthcare, culture, and infrastructure; the financial sphere 

saw the construction of a pyramid of State Treasury Bonds (STBs) which was topped off by ... default. 

Today, the IMF is trying to apply its recipe of austerity measures in Greece. We can already see the 

preliminary results: political instability and economic collapse. 

To return to pensions. Is there a shortfall in the Russian pensions system? Yes, there is. In 2011, the 

revenues of the Russian Pension Fund (RPF) were 5.3 trillion rubles, of which the federal budget 

made up 2.4 trillion rubles. But there is no need to panic. Most of these funds were channelled into 

the execution of government programmes: payment of child benefit, top-ups to the RPF's revenues 

(which fell in the wake of the introduction of lower social security contributions), funding income 

support for pensioners, and top-ups made by the state to individuals' pension savings. Meanwhile, 

just 924.4 billion rubles went into covering the deficit in workers' pensions—and that, by the way, is 

390 billion rubles less than in 2010. 

The upshot of all this is that the deficit in the pensions budget for workers' pensions—which are 

received by 91.9 percent of all Russian pensioners—was just 1.7 percent of GDP. The RPF calculates 

that in the next decade, the deficit will be stable, and even in the worst case will not exceed 2.4 

percent of GDP. The Ministry of Finance is confident that a burden on this scale is not beyond the 

means of the public purse. And indeed, last year's figures show that public spending on social 

programmes came to 28.6 percent of all the Treasury's expenditure, a level which is the average 

among the world's leading 30 economies. 

The government is not overspending. Moreover, raising the state pension age will do nothing to 

solve the problem of the deficit in the RPF’s budget; it will actually exacerbate it. The reason for this 

paradox lies in the current pension formula, by which the level of the old-age pension is determined. 

The algorithm used in the calculation is simple. The sum of pension rights earned before 1 January 

2002, and of the index-linking of employers' social security contributions (which, together, constitute 

the pension capital), is divided by the expected payment period; this is set at 19 years (228 months), 

and is how much life the state assigns to us after we retire. 

Increasing the pension age by three years will, of course, lead to an incremental growth in pension 

capital, since social security contributions will continue to be received during these three years. But 

it will also entail a reduction in the period of payment by these same three years, to 16 years (192 

months). However, people will not simply stop living longer. As a result, the level of pension 

payments will rise, and in step with that, the RPF deficit will also go up. 

In order to increase the Pension Fund's revenues, and with that the level of old-age pensions, we 

need to do the following. First, reduce the scale of the grey sector of the economy, currently 



estimated by foreign experts to stand at 49 percent of GDP. Second, abolish the regressive scale of 

social security contributions, which induces employers to pay wages in brown envelopes. Third, as 

proposed by Russia's Minister for Trade and Social Protection, Maksim Topilin, reform the system 

under which pensions are taken early. 


