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Abstract—The paper (part 1) analyzes the dynamics of indicators characterizing the state of health of the Rus-
sian population. A comparative analysis of the development of healthcare in Russia and other countries is car-
ried out. The conclusion is confirmed that the main problem in the development of Russian healthcare is the
insufficient volume of public funding. The drawbacks and limited potential of the adopted funding model are
assessed. A possible way to increase public funding is proposed. It is shown that the availability of medical
care is reduced as a result of the so-called optimization of healthcare. A possible way to improve the territorial
organization of medical services is considered. The effectiveness of the Russian healthcare system in the fight
against the coronavirus pandemic is assessed.
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The current state of the national healthcare system
raises justified concern. The high morbidity and mor-
tality of the population of Russia persist. Sociological
studies record a low level of satisfaction of the popula-
tion with the quality and level of accessibility of med-
ical care. Representatives of the medical community
are increasingly criticizing the government’s policy in
the field of healthcare, the adopted directions of
reforming the industry. At the same time, many of the
shortcomings of the implemented strategy for organiz-
ing healthcare have been clearly manifested during the
epidemic of coronavirus infection COVID-19 and
caused significant damage to the socio-economic
development of the country.

The state of health of the population. According to
official data, in 2018 the total number of registered dis-
eases in the country’s residents amounted to 240 mln,
i.e., on average, 1.6 diseases per person.1 Every fourth
person has a disease of the circulatory system; in a
population sample of 100 people, 13 were diagnosed
with diseases of the musculoskeletal system, 12 had
diseases of the genitourinary system, 11 had digestion
diseases, 10 had eye diseases, 8 had diseases of the
endocrine system, and 5 had neoplasms.

The fastest growing morbidity in the Russian pop-
ulation was observed in the first half of the 1990s

during the period of change in the social system, which
was characterized by a sharp drop in the level and dete-
rioration of living conditions of the population. An
increase in morbidity was observed in relation to
almost all classes of diseases, including curable dis-
eases, which were considered almost completely elim-
inated in the Soviet period. So, for example, in com-
parison with 1991, the number of patients with a diag-
nosis of active tuberculosis established for the first
time in their life increased by the mid-1990s by more
than two times, and the number of patients with a
diagnosis of syphilis grew 30 times.

In the 2000s, as compared to the previous decade,
the rate of growth in the incidence of diseases of the
circulatory system (the number of registered diseases
in patients diagnosed for the first time in their lives)
increased, while it decreased in many other classes of
diseases (Table 1). At the same time, the incidence
rate in 2019 was lower than in 1991 only for infectious
diseases. Meanwhile, over the past almost thirty years,
the number of detected diseases of the endocrine sys-
tem has increased three and a half times, the number
of detected diseases of the circulatory system has
grown more than three times, and the number of neo-
plasms has twice increased. The last two classes of dis-
eases as well as external causes (accidents, traffic inju-
ries, homicides and suicides) are currently the main
causes of mortality in the population.

The dynamics of the mortality rate of the popula-
tion include three time intervals: 1991–1995, 1995–
2005, and 2005–2019. In the early 1990s, there was a
maximum increase in the overall mortality of the pop-

1 Here and below, if a specific reservation is not made, the indica-
tors are based on the data of the Federal State Statistics Service
published in the “Russian Statistical Yearbook,” statistical col-
lections “Healthcare in Russia,” “Demographic Yearbook of
Russia,” “Social Position and Living Standard of the Population
of Russia,” and “Regions of Russia.”
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Table 1. The incidence rate for main classes of diseases (registered diseases in patients with a diagnosis established for the
first time in life), thousands

Class of diseases 1991 2000 2019 2000 in %
 to 1991

2019 in % 
to 2000

2019 in %
 to 1991

Infectious diseases 4949 6448 3902 130 61 79
Neoplasms 855 1226 1744 144 142 204
Diseases of the circulatory 
system

1631 2483 5136 152 207 315

Endocrine system diseases 586 1234 2117 211 171 361
Respiratory diseases 52162 46170 52278 89 113 100
Diseases of the digestive 
system

4234 4698 4694 111 100 111

Table 2. Mortality from the main death causes (deaths from all causes per 100000 people)

Death cause 1991 1995 2005 2019 2019 in % 
to 1991

From all causes in total 1139 1498 1605 1225
in % to the previous date 137 107 76 108
in working age 488 798 828 482
in % to the previous date 164 104 58 99

From neoplasms in total 198 203 201 204
in % to the previous date 103 99 101 103
in working age 103 102 88 74
in % to the previous date 99 87 84 72

From diseases of the circulatory system in total 621 790 905 573
in % to the previous date 127 115 63 92
in working age 137 224 264 147
in % to the previous date 163 118 56 107

From external causes in total 142 237 220 94
in % to the previous date 166 93 43 66
in working age 172 311 270 117
in % to the previous date 181 87 43 68

From other diseases in total 178 268 279 355
in % to the previous date 151 104 127 199
in working age 76 162 206 145
in % to the previous date 213 128 70 191
ulation, which was due, first of all, to a significant
deterioration in the socio-economic situation in the
country: a deep economic recession, a sharp drop in
the standard of living for the majority of the popula-
tion and an accompanying increase in socio-psycho-
logical tension as a result of the inability adapt to new
economic conditions [1]. Moreover, this inability was
most characteristic of the younger age cohorts of the
population. This is confirmed by the significantly higher
growth in mortality at the working age (Table 2).

The increase in mortality in 1991–1995 was noted
for all major classes of death causes, while the increase
STUDIES ON RUSSIAN 
in mortality from external causes was the greatest,
which was a direct consequence of the growth of
socio-psychological tension. In this regard, it should
be noted that social and psychological stress is recog-
nized by WHO experts as main among socioeconomic
factors that negatively affect the health of the popula-
tion and lead to the development of cardiovascular
diseases, an increase in mortality from accidents,
homicides and suicides; at the same time, this influ-
ence is most pronounced in the countries that are car-
rying out accelerated economic transformations with-
out an adequate social policy [2].
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Table 3. Average life expectancy (years)

1990 1995 2005 2019

Men and women 69.2 64.5 65.4 73.3
Men 63.7 58.1 58.9 68.2
Women 74.3 71.6 72.4 78.2
Difference in men and 
women

10.6 13.5 13.5 10.0
The degradation of the medical care system also
contributed to the growth in mortality in the first half
of the 1990s. As radical economic transformations
began, funding for Russian healthcare collapsed. The
reduction in funding and the deterioration of the
material and technical support of the healthcare sys-
tem resulted in the transition to simplified medical
technologies, which in many cases did not provide the
previously achieved quality of medical care. This
could not but lead to a decrease in its effectiveness.

During the next time interval (1995–2005), the
growth rate of total mortality decreased significantly.
At the same time, mortality from external causes, pri-
marily in the working age, had a clear tendency to
decrease, while mortality from cardiovascular diseases
(the main cause of mortality in the population) con-
tinued to grow and increased by almost one and a half
times compared with 1991. It is due to mortality from
diseases of the circulatory system that the increase in
the total mortality of the population occurred in the
period under review.

It became possible to reverse the growth trend in
mortality only in the middle of the 2000s as a result of
both an improvement in the socio-economic situation
and living conditions of the population and improve-
ment in the medical care system. The latter was facili-
tated primarily by implementing measures for
strengthening the material and technical base of
healthcare within the framework of the “Health”
national project, which was launched in 2006: large-
scale procurement of modern medical equipment, and
introduction of modern medical technologies.

Over the past 15 years (2005–2019), the rate of
mortality from diseases of the circulatory system and
external causes has decreased most significantly. As
the socio-economic situation in the country began to
improve, mortality from external causes began to
decline rapidly and decreased by a third by 2019 com-
pared to 1991. The reduction in mortality from dis-
eases of the circulatory system must be attributed—in
contrast to the decrease in mortality from external
causes—to achievements of healthcare as a result of
the modernization of the system of medical care for
patients with cardiovascular diseases: the organization
of a network of vascular centers and vascular depart-
ments of hospitals, a multiple increase in the number
of surgeries on the heart and blood vessels. At the same
time, it should be noted that mortality from diseases of
the circulatory system in Russia continued to remain
at a significantly higher level compared to most eco-
nomically developed countries [3]. There is also rea-
son to believe that the rate of mortality from diseases
of the circulatory system officially registered in recent
years is artificially underestimated. Experts explain
this by the fact that the achievement of the target rates
of mortality from cardiovascular diseases defined by
the 2012 presidential decrees in May is one of the cri-
teria for assessing the performance of regional leaders.
STUDIES ON RUSSIAN ECONOMIC DEVELOPMENT 
As a result, the regions often indicate another con-
comitant disease of the patient as the cause of death at
the suggestion of their leaders [4]. This is probably the
reason for the hard-to-explain increase in mortality
from “other diseases” just in elderly patients who usu-
ally have several diseases (see Table 2).

A generalizing characteristic of the mortality rate
and one of the main indicators for assessing the health
of the population and the effectiveness of the func-
tioning of the healthcare system is the indicator of
average life expectancy (life expectancy at birth). The
dynamics of the average life expectancy indicator also
include three time intervals (Table 3).

In the early 1990s, there was a sharp decline in life
expectancy, which was unprecedented in peacetime,
primarily for men (see Table 2). From the mid-1990s
to the mid-2000s, the values of this indicator remained
almost unchanged. The observed insignificant
increase in the average life expectancy with a simulta-
neous growth in the total mortality of the population
during this period is mainly explained by the decrease
in mortality from external causes during this period
due to the significantly lower average age of death in
comparison with other death causes.

During 2005–2019, the average life expectancy
grew, while the difference in the average life expec-
tancy between men and women also decreased due to
the higher growth rates for men (see Table 3). A signif-
icant increase in average life expectancy during this
period was primarily due to a decrease in mortality
from cardiovascular diseases and mortality from exter-
nal causes. At the same time, the decrease in mortality
from external causes not only made a significant con-
tribution to the growth of average life expectancy, but
also largely determined the decrease in the difference
in the average life expectancy between women and
men due to the lower average age of death from this
cause with a fourfold excess of its level in men com-
pared to women. Along with the reduction in mortality
from diseases of the circulatory system, a significant
decrease in infant mortality must be attributed to the
unconditional achievements of domestic healthcare,
which contribute to an increase in average life expec-
tancy. The infant mortality rate (the number of chil-
dren who died under one year of age per 1000 live
births) decreased almost three times: from 11.0 in 2005
to 4.1 in 2019.
 Vol. 32  No. 6  2021
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Table 4. Life expectancy (in 2019) in Russia and in a num-
ber of developed countries, years

Country Men and women Men Women

Russia 73.3 68.2 78.2
Australia 83.0 81.3 84.8
Austria 81.6 79.4 83.8
Belgium 81.4 79.3 83.5
United Kingdom 81.4 79.8 83.0
Germany 81.7 78.7 84.8
Spain 83.2 80.8 85.7
Italy 83.0 80.9 84.9
Canada 82.2 80.4 84.1
New Zealand 82.0 80.4 83.5
Norway 82.6 81.1 84.1
Finland 81.6 79.2 84.0
France 82.5 79.8 85.1
Japan 84.3 81.5 86.9
Despite the observed upward trend in the average
life expectancy of the population, Russia is still among
the second hundred countries of the world in the
WHO ranking for this indicator [5]. In most developed
countries, the average life expectancy of the popula-
tion is eight to ten years higher than in Russia, and the
difference in the life expectancy between women and
men is two times less (Table 4). The reasons for Rus-
sia’s lag behind other developed countries have a more
than half a century history and are explained, first of
all, by insufficient financing of the Russian healthcare
system.

Health financing. A global trend is a change in the
so-called epidemiological revolutions. By the middle
of the 20th century, developed countries almost com-
pleted the first epidemiological revolution, which was
characterized by significant successes in the fight
against diseases that are curable in nature. One of the
main results was a significant decrease in mortality,
primarily in infant mortality and mortality in working
age. As a result, average life expectancy increased by
1960 to about 70 years in most developed countries.

The second epidemiological revolution meant a
replacement of the strategy of “treatment up to recov-
ery” with the strategy of prevention and “postpone-
ment of fatal complications” of chronic diseases (ath-
erosclerosis, diseases associated with metabolism,
etc.), i.e., “moving deaths from these causes to older
ages, an increase in the average age of death from
them, and, ultimately, a significant increase in life
expectancy” [6].

The implementation of such a strategy requires the
development and introduction of new medical tech-
nologies, diagnostic and therapeutic equipment, an
increase in the number of people employed in health-
STUDIES ON RUSSIAN 
care, and the development of pharmaceutical produc-
tion. All this leads to a significant rise in the cost of
medical care and, accordingly, to a significant
increase in healthcare costs.

As a result, the dynamics of spending on healthcare
have become an indicator of the dynamics of the vol-
ume of medical services of the quality required to solve
the problems of the second epidemiological revolu-
tion. At the same time, it is considered that one of the
most adequate indicators of not only the quality, but
also the availability of medical care for the population
is the value of public expenditures on healthcare and,
in particular, the indicator of the share of these expen-
ditures in the gross domestic product (GDP), which
allows for cross-country comparisons, including com-
parison of countries with different levels of economic
development. This indicator to the greatest extent
reflects the state of health of the population, mortality
rate and average life expectancy.

As the analysis shows, there has been a rapid
increase in healthcare expenditures since the 1960s in
almost all foreign developed countries. At the same
time, the growth rates of public healthcare financing
significantly exceeded the rates of economic growth of
the countries; as a result, the share of these expendi-
tures in GDP increased by no less than 2–3 times by
1990 compared to 1960. Simultaneously, the average
life expectancy increased by 5–7 years in most devel-
oped countries (see Table 4).

In our country, the problems of the first epidemio-
logical revolution were solved quite successfully. As a
result, life expectancy increased from 43 years in
1926–1927 (data for the European part of the Russian
Soviet Federative Socialist Republic) up to 68.8 years
in 1960. The country entered the top twenty countries
of the world by this indicator, being only slightly infe-
rior to the leading countries. However, in the next
30 years, the average life expectancy did not increase
and in 1990 it was equal to only 69.2 years. At the same
time, as calculations show, the amount of public
health spending that was calculated as a share of GDP
remained almost unchanged. This indicator (Table 5)
in 1990 remained at the level of spending in most
developed countries in the 1960s.

The development of domestic healthcare in the
period under review followed the path of building up
the network of medical institutions and increasing the
training of medical personnel. As a result, the number
of hospital beds and the number of doctors in the Rus-
sian Soviet Federative Socialist Republic increased
more than twice. Given the size of the country’s terri-
tory and the nature of the population’s settlement,
such an extensive direction of healthcare development
seems to be a fully justified way of ensuring universal
access to medical care. At the same time, insufficient
funding did not make it possible to ensure an improve-
ment in the quality of medical care by the technical
and technological re-equipment of domestic health-
ECONOMIC DEVELOPMENT  Vol. 32  No. 6  2021
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Table 5. Public health spending (% of GDP) and average life expectancy (years) in the Soviet Union and other countries
in 1960–1990*

* The data for the Russian Soviet Federative Socialist Republic barely differed from the data for the Soviet Union. Data for foreign
countries were calculated according to [7, 8].

Country
Public health spending Average life expectancy

1960 1970 1980 1990 1960 1970 1980 1990

Soviet Union 2.8 2.9 3.0 2.9 68.8 68.8 67.5 69.2
Australia 2.3 3.4 4.3 5.1 70.9 70.8 74.6 77.0
Austria 3.0 3.3 5.1 5.1 68.7 70.0 72.6 75.5
Belgium 2.1 3.6 5.5 6.8 70.6 71.0 73.4 76.1
United Kingdom 3.3 3.5 5.0 5.0 71.1 72.0 73.2 75.7
Germany 2.7 3.9 5.6 6.4 69.6 70.6 72.8 75.3
Spain 0.9 2.3 4.2 5.1 69.1 72.0 75.6 76.8
Italy 3.0 4.4 5.6 6.1 69.1 72.0 74.0 76.9
Canada 2.3 4.9 5.3 6.6 71.1 72.7 75.3 77.6
New Zealand 3.5 4.1 5.1 5.7 71.2 71.5 73.2 75.4
Norway 2.6 4.0 5.9 6.3 73.6 74.2 75.8 76.6
Finland 2.1 4.1 5.0 6.2 69.0 70.2 73.4 74.8
France 2.4 3.8 5.6 6.4 69.9 71.7 74.1 76.6
Japan 1.8 3.1 4.7 4.6 67.8 72.0 76.1 78.9

Table 6. Public health spending (at constant 1995 prices) and average life expectancy

* In 1995—bln Rubles.

Indicator 1995 2000 2005 2010 2018

Public spending, mln rubles* 56160 37425 78071 110889 152315
% to 1995 100 67 139 197 271

Average life expectancy, years 64.5 65.3 65.4 68.9 72.9
care, which was necessary to solve the problems of the
second epidemiological revolution. Calculations
show, in particular, that the cost of purchasing equip-
ment in total healthcare spending in the period under
review was only about 2% [9].

As a result of insufficient funding, the provision of
medical organizations with modern diagnostic and
treatment equipment, the use of advanced medical
technologies remained at an extremely low level. The
provision of modern medicines was also very low. In
addition, insufficient funding led to low wages in
healthcare. Despite the high educational and profes-
sional levels of people employed in this sector, the
average salary in healthcare was a quarter lower than
the average for the national economy. Our country
also lagged significantly behind other developed
countries in terms of the ratio of the average wages in
healthcare to the this indicator in the economy as a
whole.

In the early 1990s, there was a collapse in funding
for Russian healthcare. The scale of the fall in public
spending is evidenced, first of all, by a sharp decline in
STUDIES ON RUSSIAN ECONOMIC DEVELOPMENT 
wages for people employed in healthcare, which is the
main item of expenditure of medical organizations.
Calculations show that this indicator decreased in
constant prices three times in the first year of radical
reforms, and in 1995 it amounted to 47% of the 1991
level. Due to the unreliability of statistics on the values
of the deflator of GDP elements in 1992, it is difficult
to give an accurate estimate of the magnitude of the
fall in total public health spending from 1991 to 1995.
According to our calculations with corrections of data
for 1992, public health financing decreased about
twice over this period.

Table 6 shows the dynamics of the indicator of pub-
lic health spending for the period from 1995 to 2018 in
constant prices, which was calculated on the basis of
the deflator of final consumption as an element of the
use of GDP.

As can be seen from the cited data, public health
spending continued to decline in the second half of the
1990s, and the 2000s brought about an increase in
financing for healthcare along with the growth of the
economy. Given the two-fold drop in funding in the
 Vol. 32  No. 6  2021
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Table 7. Public health spending and average life expectancy in the Russian Federation and other countries in 2018*

* Data for the OECD countries are given according to [10]. ** Per capita spending is calculated using PPP of final consumption in GDP.

Indicator Spending, % of GDP Per capita spending in USD at PPP** Average lifespan, years

Russian Federation 3.2 1030 72.9
Australia 6.4 3453 82.6
Austria 7.6 3992 81.7
Belgium 8.0 3807 81.6
United Kingdom 7.7 3215 81.3
Germany 8.7 4669 81.1
Spain 6.3 2359 83.4
Italy 6.5 2537 83.0
Canada 7.8 3631 82.0
New Zealand 7.3 3099 81.9
Norway 8.7 5258 82.7
Finland 7.0 3249 81.7
France 8.6 3823 82.6
Japan 9.2 4003 84.2
Average for OECD countries 6.2 2835 80.7
first half of the 1990s, this growth is a recovery growth.
The level of funding in 1991 was achieved only in 2010.
It is interesting to note that the indicator of average life
expectancy in 2010 (68.9 years) became exactly the
same as in 1991.

In the second half of the 2000s at a relatively high
growth rate of public expenditures (average annual
growth was 2.8%), the state of the material and techni-
cal base of healthcare improved. The coefficient of
renewal of fixed assets increased several times—up to
6% in 2010. At the same time, the share of machinery
and equipment in the structure of fixed assets grew (up
to 39% in 2010). As noted above, large-scale purchases
of modern diagnostic and treatment equipment were
carried out during these years within the implementa-
tion of the “Health” national project, which made it
possible to switch to the use of advanced medical tech-
nologies, at least at some medical organizations. First
of all, this applies to federal specialized medical cen-
ters, the network of which significantly increased,
including through the creation of such centers outside
Moscow and St. Petersburg.

In general, all this led to an improvement in the
quality of medical care and, accordingly, to an
increase in its effectiveness. For the first time in Rus-
sian history, average life expectancy exceeded the
70-year threshold in the 2010s and continued to grow
until recently. At the same time, the success of the
Russian healthcare system significantly lags behind
the majority of developed foreign countries. Russia’s
lag behind these countries in terms of life expectancy
not only has not decreased, but has increased over the
past three decades. A similar trend is also observed for
the difference in public health expenditures calculated
STUDIES ON RUSSIAN 
as a share of these expenditures in GDP. As for per
capita public spending in comparable prices at pur-
chasing power parity (PPP), the scale of Russia’s lag
behind most developed countries is especially large. In
terms of per capita financing, Russia lags almost three
times behind the average financing for the countries of
the Organization for Economic Cooperation and
Development (OECD) and 3.5–5 times behind the
countries such as Austria, Germany, Canada, Norway,
France, and Japan (Table 7).

Against the background of low public funding in
post-Soviet Russia, private spending on healthcare
began to grow rapidly: household spending on the pur-
chase of medicines and medical supplies, payments for
medical services, and contributions to voluntary med-
ical insurance increased. For the period 1995–2018 in
comparable prices, spending for the purchase of med-
icines and medical goods increased almost 12 times,
and spending for payments for medical services grew
almost seven times. An advancing growth in private
spending was accompanied by an increase in its share
in total expenditures on healthcare.

As can be seen from Table 8, the commercialization
of Russian healthcare has become an obvious trend.

At the same time, the vector of development was
directly opposite to that observed in most developed
foreign countries. Historically, the improvement of
healthcare systems in these countries followed the
path of strengthening the role of the state, the transi-
tion from private to public funding. As a result, the
current share of private financing in total health
spending in developed foreign countries (23% in Bel-
gium and France, 22% in Germany, 21% in Great
ECONOMIC DEVELOPMENT  Vol. 32  No. 6  2021
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Table 8. Structure of healthcare expenditures and their
share in GDP in 1995 and 2018

Expenditures 1995 2018

All expenditures 100% 100%
Public 84% 61%
Private 16% 39%

including for the purchase of 
medicines and goods

10% 25%

for payment of medical services 4% 12%
for voluntary medical insurance 2% 2%

Share of all expenditures as a per-
centage of GDP

4.7 5.2

Share of public expenditures as a 
percentage of GDP

3.9 3.2

Share of private expenditures as a 
percentage of GDP

0.8 2.0
Britain, 16% in Japan, 15% in Norway [10]) is signifi-
cantly lower than in Russia (39%).

As many years of world experience have shown,
public funding not only ensures universal access to
healthcare, but also allows more efficient use of health
resources. In Russia, this experience was ignored,
including the conclusions of experts that “private
financing of healthcare threatens its values and is inef-
fective in comparison with public financing” [11]. In
this regard, it should be noted that healthcare is the
most costly in the United States, where private fund-
ing dominated until recently. Thus, total expenditures
on healthcare in the United States in 2018 amounted
to 16.9% of GDP, which is almost twice more than the
average for OECD countries [10]. At the same time, the
United States occupies one of the last places in terms of
average life expectancy (78.6 years) among the countries
with a high level of economic development.

The commercialization of Russian healthcare has
resulted in the increased inequality in the availability
of medical care for the population due to the lack of
funds for paid medicine among the majority of the
population, especially among its poorest strata. So, for
example, according to the data from a sample survey
of households cited by Federal State Statistics Service,
in 2018 20% of the wealthiest citizens accounted for
70% of paid medical services and 20% of the poorest
people accounted for less than 1.5%, or a share almost
50 times less. According to sample studies, every sev-
enth resident of the country and every fifth pensioner
could not purchase the medicines necessary for treat-
ment due to a lack of funds.

At the beginning of the period under review, a
reform of public health financing took place: in addi-
tion to state budget financing, a compulsory health
insurance system (CHI) was introduced in 1993,
which provides for employers paying insurance premi-
ums for employees to the state federal and territorial
CHI funds. It should be emphasized that financing
through the CHI, i.e., financing by the introduction of
compulsory payments for the working population was
originally regarded precisely as an addition to financ-
ing from the state budget in the context of a sharp
decline in the incomes of the latter. This made it pos-
sible to dampen the drop in budget financing to a cer-
tain extent.

However, later the CHI system began to be consid-
ered as the main model for financing healthcare. A
transition was made to a one-channel system of
financing, in which the budgets of the constituent
entities of the Russian Federation transfer certain
amounts (contributions) for the nonworking popula-
tion to the territorial CHI funds. Territorial funds that
also receive employers’ insurance contributions from
the federal CHI fund transfer the accumulated funds
to private insurance companies that finance the activ-
ities of medical organizations. Meanwhile, some types
of medical care as well as capital expenditures, includ-
STUDIES ON RUSSIAN ECONOMIC DEVELOPMENT 
ing the purchase of expensive equipment, are financed
exclusively from the state budget.

The above-described complex and contradictory
scheme of healthcare financing (public expenditures
are carried out by private insurance companies) is only
one of the characteristics of the adopted CHI model.
Leaving aside for now the assessment of all the nega-
tive consequences of the application of this model, we
note two important circumstances. First, as interna-
tional comparative studies show, the CHI model is
more costly compared to the system of financing from
the state budget and, moreover, does not provide
greater efficiency of medical care, in particular, reduc-
tion in the mortality rate of the population (for exam-
ple, see [12]).

Second, despite the declared transition to universal
compulsory health insurance, the main source of pub-
lic funding for healthcare is still the state budget rather
than personalized insurance premiums for each
insured person, as in other countries applying the CHI
model. As calculations show, employers’ insurance
premiums for employees at a statutory rate amounted
in 2018 to just over a third (36%) of public health
spending despite the increase in this rate from 3.6%
during the introduction of CHI to 5.1% in recent
years, and budgetary appropriations accounted for the
remaining almost two-thirds (calculations were made
according to [13]).

Proceeding from these two facts, a natural question
arises about the expediency of maintaining funding
according to the adopted CHI model. Recently, pro-
posals to return to the state budget financing system
have been increasingly formulated by many experts
(see, for example, [14–16]), including due to the inef-
fectiveness of the CHI model under the conditions of
the coronavirus pandemic. In 2020, the state allocated
additional budgetary funding for the development of a
 Vol. 32  No. 6  2021
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Table 9. The maximum personal income tax rate and the amount of the annual income above which the maximum rate is
applied

* Based on the results of international comparisons for 2017.

Country Rate, %
Threshold annual income

units of national currency, thous. conversion into Russian rubles 
at PPP of currencies*, mln. rubles

United Kingdom 47 150000 5290
Germany 47 277063 8992
Italy 47 83263 2915
United States 37 523600 12592
France 55 587145 18434
Japan 45 4000000 9127
network of covid hospitals and additional payments to
doctors working with coronavirus patients. At the
same time, due to a sharp decrease in the number of
patients in polyclinics and noncovid hospitals under
the conditions of the pandemic, their financing
through compulsory medical insurance decreased,
which resulted in large accounts payable of medical orga-
nizations to insurance companies that pay for their ser-
vices under compulsory medical insurance [17].

Summarizing the above, one cannot but agree with
the experts’ conclusion that the fundamental limita-
tion of the financial capabilities of the CHI system is
becoming more and more obvious [16]. Moreover, to
restore economic growth, it is necessary to increase
consumer demand at the expense of the growth in
household incomes. Therefore, it seems reasonable to
reduce the insurance burden on the wages of employees.
In such a situation, in our opinion, the abandonment of
the CHI model and the transition to a system of budget-
ary financing must be considered fully justified.

Under these conditions, an urgent task is to
increase significantly state budget spending on health-
care, which is necessary not only to compensate for
falling insurance payments, but also to achieve an
acceptable level of financing for healthcare in general.
The way to solve this problem is also obvious—the
state budget revenues must be increased. Until
recently, the revenues of the RF consolidated budget
amounted to only 35% of the GDP. This is signifi-
cantly less than in most developed countries: this fig-
ure is 45% on average for the EU countries, and in
Belgium, Denmark and Finland it exceeds 50% [18].

It is currently recognized that one of the main
problems of economic development is an increase in
the income gap with an increasing concentration of
income among one percent of the population. The
importance of solving this problem was acknowledged
by the President of the Russian Federation in his
speech at the last Davos Forum [19].

In developed foreign countries, a decrease in
income concentration is stimulated by high tax rates
STUDIES ON RUSSIAN 
on incomes of the richest citizens from work and prop-
erty. As a result, one percent of taxpayers account for
most of the collected income tax (in the United States,
for example, more than 40% [20]), which is one of the
main items of state budget revenues.

In our opinion, the introduction of a high income
tax rate in Russia similarly to developed countries in
relation to the incomes of the richest citizens must be
considered the first step in solving the problem of
increasing the incomes of the consolidated budget of
the Russian Federation and, accordingly, increasing
public spending on healthcare. The relevance of such
a solution is defined as extremely high. According to
available estimates, the concentration of income in
Russia for one percent of the Russian population cor-
responds to that in the United States. In both coun-
tries, especially in Russia, the authorities are realizing
the urgent need to reduce this concentration.

It should be emphasized that we are not talking
about the introduction of progressive taxation with a
multilevel scale of tax rates in Russia. Objections to the
introduction of such a system are to a certain extent
justified, given the low income of the vast majority of
citizens and the complexity of the administration of
such taxation. It is proposed not to go beyond the
establishment of an increased tax rate on that part of
the income of the richest taxpayers, which exceeds a
certain threshold value with maintaining the existing
tax rate on all incomes below the established thresh-
old, i.e., incomes of the absolute majority of the pop-
ulation. The amount of the threshold income, above
which an increased rate must be applied, as well as the
amount of this rate can be determined taking into
account the experience of taxation in developed for-
eign countries: the maximum tax rate they use for that
part of an individual’s income that exceeds the estab-
lished threshold. The corresponding calculations for a
number of countries [21–23] are given in Table 9.
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