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RUSSIA'S SHADOW ECONOMY: SIZE AND INFLUENCE 

 

Abstract: Modern Russia has long been familiar with the shadow economy that 

all countries of the world have continued to face for quite a long time. Due to the 

development of the shadow sector - corruption is increasing, which has a negative 

impact on the economy of the country. The problem of shadow economy in modern 

society is still relevant today, which is caused by the growth of illegal economic 

activity, which affects society as a whole. 

The object of this article is the shadow economy. The subject of the study is the 

size of Russia’s shadow economy and its impact on social and economic development. 
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ТЕНЕВАЯ ЭКОНОМИКА РОССИИ: РАЗМЕР И ВЛИЯНИЕ 

 

Аннотация: Современная Россия давно знакома с такой проблемой, как 

теневая экономика, с которой продолжают сталкиваться все страны мира 

довольно долгое время. В силу развития масштабов теневого сектора – 

возрастает коррупция, которая негативно сказывается на экономике страны. 

Проблема теневой экономики в современном обществе актуальна по сей день, 

что обуславливается ростом нелегальной экономической деятельности, 

который влияет на общество в целом. 

Объектом исследования данной статьи является теневая экономика. 

Предмет исследования – размер теневой экономики России и её влияние на 

социально-экономическое развитие. 

Ключевые слова: теневая экономика, теневой сектор, налоги, 

налогоплательщик, налоговая система. 

Foreign and domestic scientists study theoretical problems of shadow economy, 

its formation, development, peculiarities and practical consequences. This problem is 

considered by domestic and foreign scientists A. Kovalenko, A. Bazilyuk, O. Shohina, 

G. Becker, J. Buchanan, J. Wilson, P. Rubin and others. 

A shadow economy is an illegal economic activity, the production of various 

goods or services, from which income is not officially taken into account and controlled 

when paying taxes. «Shadow» is considered a profit that is hidden from tax services. 

This may include proceeds from the sale of illegal goods, proceeds from transactions 

with various counterparties, grey or black wages, etc. The shadow economy is often 

described by tax evasion, or reducing the tax base for calculating them. 

Taxes in turn are a necessary part of society, as these investments into the state 

budget contribute to improve the quality of life of taxpayers - citizens of the country. 

They represent some kind of support for citizens provided by the State in terms of a 

better life, full and provided with some benefits that a person cannot obtain on his own. 

Currently, there are various mechanisms for the search and punishment of 

taxpayers who evade paying their country's taxes. In 2017 and the first half of 2018, 
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279 crimes were identified in Russia. In the first half of 2016, 269 people were 

convicted of tax evasion. The amount of losses amounted to 221 billion rubles. 

According to the International Association of Certified Accountants, Russian rank is 

the fourth in the list of 28 countries with the largest size of the shadow economy, 

according to the data of 2017. Its volume was 33.6 trillion rubles or 39% of GDP 2016 

[3]. 

In 2017, the shadow economy of Russia shranked, this may be due to the change 

in the calculation methodology of the Federal Financial Monitoring Service, as well as 

the real reduction in illegal operations. However, Federal Financial Monitoring Service 

states that in recent years the volume of suspicious funds withdrawn abroad has 

significantly decreased, as well as that the inflow of shadow financial flows has 

significantly decreased from abroad. 

But Russia's shadow economy is gradually declining. Thus, in 2018 it amounted 

to about 20% of the country's GDP, compared to 20.5% in 2017, which follows from 

the annual assessment of Federal Financial Monitoring Service, which the Ministry 

sends to the Ministry of Internal Affairs [1]. 

According to Federal Financial Monitoring Service, in Russia the shadow 

economy in 2018 amounts to more than 20 trillion rubles, which is more than the 

planned expenditures of the federal budget for 2019 (18 trillion rubles), about 2.5 times 

more than the annual revenues of 8.22 trillion rubles. The Federal News Agency 

reported that in 2018 the volume of Russia's shadow economy amounted to about 20% 

of the country's GDP (more than 20 trillion rubles with a GDP of 103.6 trillion rubles). 

Federal Financial Monitoring Service noted that this indicator since 2015 tends to 

decrease when it exceeded 25% of GDP [2]. 

The construction industry occupies the largest share of the shadow sector in the 

Russian economy in 2018. About 29% of all doubtful operations are carried out here, 

according to the Bank of Russia. The second place is in the service sector - 21% of 

operations. The third place is taken by trade and consumer consumption - 16%. 

In 2017, the share of Russians informally employed in various forms in the labor 

market during one year was 44.8%, in 2019 it decreased to 32.5%. According to 
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RANEPA, about 25 million people are now working «in the shadows». In such a case, 

the budget loses more than 1 trillion rubles. The study showed that since the total 

number of employees in an additional second or third job is decreasing, there is a 

decrease in the involvement of citizens in the «shadow» labour market. In addition, the 

number of citizens who believe that informal economic activities bring some benefits 

to society is increasing: from 7.1% of respondents in 2017 to 12.7% of respondents in 

2019. According to respondents, by reducing the amount of tax payments (45.1%), fear 

of punishment (31.5%) and ensuring equality before the law of all groups of citizens 

(30%), it is possible to increase the desire of people to find employment officially. This 

study involved all federal districts of the country: 1,215 people working in enterprises 

of different forms of ownership [4]. 

Tax evasion leads to a low level of efficiency of the state tax system. As we can 

see, this trend is massive, as the income of the State from this is decreasing, which in 

turn directly affects the life of society. The lost money could be spent on providing 

citizens with a variety of benefits. The received money from taxes goes to public and 

public needs. Here works the fiscal function - the main function of taxes, thanks to 

which taxes perform their main role - form and mobilize financial resources of the state. 

The incentive function supports various economic processes and is implemented 

through a system of tax incentives and exemptions. For example, value added tax 

(VAT) benefits can help to reduce the market price of an item, which in turn contributes 

to increased sales and sales revenues. 

The disincentive function acts the opposite way. It limits various economic 

processes whose expansion is contrary to the social and economic development of the 

society. With taxes, you can control demand for certain goods. This includes excise 

taxes (which are often quite high), which affect people’s demand and purchasing power 

for the goods covered by the tax. The taxes initially decrease the possibilities of 

regulating the income of citizens of the country. The goal may be to limit high-level 

income and support poor citizens with benefits. Due to these functions, it is possible to 

open small businesses and private enterprises, which gives us the opportunity to 
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consider many niches of business, rather than get lost among the competition of so-

called «giants». 

If all tax functions are taken into account and tax policy is successful, in which 

case the maximum development of the economy and society will be achieved, the 

living standard of the population will increase. 

In order to encourage citizens to pay taxes, it is necessary to introduce some 

adjustments to the tax system. The easiest and at the same time the most difficult 

activity will be in the introduction of full transparency of the tax system, thanks to 

which every citizen could see what purposes his tax payments are allocated. Naturally, 

for this purpose there is a budget for citizens, but it is predictable. In this situation, 

however, a document or resource of actual costs of the state, each individual subject 

and municipality is needed, as there is an understanding of the lack of stability of the 

forecast execution [5]. 

Thus, the problem of the shadow economy in Russia is quite large. In 2018 its 

volume amounted to more than 20 trillion rubles, which is about 20% of the country 's 

GDP. This indicator has tended to decline since 2015. The total number of employees 

in additional second or third jobs is decreasing, and the involvement of citizens in the 

«shadow» labour market is decreasing. Since no formal solution to this problem has 

been found - the country has suffered heavy losses: the funds do not go to the budget. 

In order to combat citizens engaged in economic activities in the shadow sector, the 

most severe penalties must be applied and every major incident must be publicized. 

Also, the introduction of full transparency of the tax system in the form of a document 

or resource of the actual costs of the state will help all citizens to see for what purposes 

its tax payments are distributed. 
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