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Russia supports the World Bank's efforts to make the goal of shared prosperity a cornerstone of its 

activities. Social and income inequality at the prevailing, let alone rising, level often leads to conflicts and 

political instability, and severely curbs sustainable economic development. This issue remains a priority 

to all countries, as it plays a major role in shaping social, economic and fiscal policies. 

 

The analysis of the trends of the last two or three decades indicates a further increase in income inequality 

between the richest and the poorest segments of the population around the world. This trend is seen not 

only in developing but also in developed economies. Over the past several years only one (the Republic of 

Korea) high-income G20 country was able to reduce the level of social inequality. Among G20 emerging 

economies, only Brazil, Argentina and Mexico managed to reduce this gap. In fact, Latin America was 

the only region that was able to register positive developments on this front in the past 10 years. 

 

It is not surprising that according to some estimates about 10% of world's population own up to 86% of 

global wealth, while the poorest 70%, comprising more than 3 billion low-income working age adults, 

own merely 3% of global wealth. It might be also recalled that the latest World Economic Forum report 

"Outlook on the Global Agenda 2014" lists the increase of inequality among the most significant global 

risks for the immediate future. 

 

We cannot deal with inequality as a standalone issue without taking into account a more general 

economic growth agenda. It is the growth-based development which has always been and remains the key 

instrument of poverty alleviation. Thus, reduction of inequality should be incorporated in the national 

economic growth strategies. 

 

In this respect it is particularly important to identify appropriate boundaries of fiscal redistribution in line 

with availability of resources and sustainable development strategy. Making social programs efficient and 

targeted is especially important because excessive tax burden may undermine the growth fundamentals 

and macroeconomic stability, and ultimately will reduce the space for the social policies. 

 

From this angle we fully concur with the balanced language proposed by the Bank which defines shared 

prosperity goal not just as a simple redistribution but also as creating economic opportunities for the poor. 

 

We support the methodology adopted by the Bank. Income growth of the bottom 40% of the population is 

the adequate indicator to monitor general progress on this front. However, when designing meaningful 

social and economic policies aimed at increase in shared prosperity, we need more disaggregated data. 

These data should help us identify social groups at the bottom, and to take measures to improve their 

wellbeing. 
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In particular, it is important to move beyond the static snapshot of inequality to the analysis of its long-

term dynamics. We need a methodology to disaggregate components of inequality into intra- and 

intergenerational poverty. It might be argued that it is the latter which should be at the center of Bank’s 

attention; in other words, overcoming the perennial poverty inherited and passed from one generation to 

another should be the goal of the countries’ social policies. 

 

We consider the proposed set of solutions that include development of human capital, improving access to 

markets, and strengthening of tax and social protection systems appropriate and balanced. These solutions 

reflect the experience of many countries that have achieved significant success in their policies aimed at 

economic growth and shared prosperity. 

 

In this context I would like to underscore that maintaining and enhancing the social orientation of 

economic and budget policies are essential priorities of the Government of the Russian Federation. Over 

the period from 2003 to 2012 our country was among the world leaders not only in terms of per capita 

income growth which reached 8% annually but also in terms of yet more pronounced income growth of 

the bottom 40% (10% per year). 

 

Wage employment is the main source of income of the poorest segments of the population. We should 

always bear in mind that employment growth and improved quality of jobs are preconditions of reducing 

inequality. 

 

According to the World Bank reports, in many countries inequality is increasing in high unemployment 

environment. In some economies there are pockets of persistent large scale unemployment, especially 

among youth, which often brings about social instability. At the same time these economies may be 

facing significant shortages of skilled labor. Without appropriate mechanisms of vocational training 

countries will not be able to ensure sustainable development of modern industries. In our view, ample 

experience shows that employment depends to a large extent on governments’ ability to predict market 

demand for skilled labor, to correctly assess the relevance and quality of the education system, to invite 

employers into decision-making in this area, and to select the appropriate financing mechanisms. 

 

To sum up, active educational and vocational training policies as well as appropriate labor market 

regulations may have a significant impact on reducing inequality. The following elements are of special 

importance: 

 

• national systems  of quality assessment in primary, secondary and vocational education,  

• professional training programs fully adjusted to labor market requirements,  

• training programs for education sector management.  

 

We believe that we already have some positive experience in this area. For instance, good results were 

demonstrated by the G-20 Working Group on development. The Russian Federation and the ILO have a 

joint program in this area for the CIS, Asia and Middle East countries. This experience could be relevant 

to the advisory and knowledge services that the Bank offers to its clients. Programs like these, if 

supported by the World Bank, could be particularly effective in reducing poverty in developing countries 

with rapidly growing workforce. 

 

With regard to the Change process at the Bank, we hope that successful completion of internal 

organizational and budget reforms will substantially increase its agility, responsiveness and efficiency. 

Two points need to be underscored here. 

 

Firstly, the new country engagement model will be at the center of the Change process.  We welcome the 

new Systematic Country Diagnostics tool, and believe that Bank’s analysis should put more emphasis on 
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counties’ own priorities and demand. We hope that the SCD will be instrumental in identifying the most 

urgent needs of disadvantaged and vulnerable groups, and will facilitate the design of appropriate 

policies. We are confident that this new model will not detrimentally affect the current level of 

cooperation with the client countries, as well as the quality of the dialogue with the Governments, the 

private sector, and the civil society.  The results of the new diagnostic exercise should not challenge 

clients’ priorities. 

 

We consider the goals of boosting shared prosperity and supporting the growth of the real sector as 

mutually reinforcing, rather than competing with each other. In the past, the Bank was not immune from 

mistakes in identifying the right strategy. It led to some well-known episodes of the Bank’s withdrawal 

from key sectors, like infrastructure and energy. Eventually, the Bank had to acknowledge these mistakes 

and spent substantial resources to rebuild its human and intellectual capacity as well as loan portfolio. I 

am sure that the Bank has learnt necessary lessons from its past experience and these episodes will not be 

repeated. 

 

Secondly, we are closely following the progress of the new Global practices. Their operationalization 

should result in increased effectiveness of Bank’s advisory and lending services. The country work has 

always been, and undoubtedly will remain, the most important part of the Bank's activities. We see the 

Global practices as an instrument to provide flexible support to the country teams, as they are ultimately 

responsible for taking the World Bank agenda forward. 

 


