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Introduction

The implementation of the Decent Work Agenda foated by the International Labor
Organization, is from our point of view a paramopmblem in socio-labour sphere of Russia.
The main idea of the DW concept is to advance dppdres for men and women to obtain
decent and productive work in the conditions oéftem, equity, security and human dignity.

The priority nature of realization of the Decenoi principles is determined by
following factors: the need to improve social dgie and policy on the labor market; ineffective
employment; the need to create new jobs and iner&dsour productivity; low level of job
security; instable incomes (work without contracts short-term contracts, with low
remuneration); the need to effectively manage atign; insufficient protection of workers
from economic risks, protection of pensioners, af as in case of illness, disability , inadequate
working conditions etc.

The application of implementation of Decent Worknpiples would help to harmonize
national labour legislation with international lalbastandards, which is extremely important for
Russia in view of its forthcoming accession to W&O.

To realize Decent Work Agenda it is necessary Wwork out a national DW policy and
strategy; ensure effective protection of the masherable groups of workers; - to ensure their
equal participation in the policy dialogue on @t&l and labour issues; — to ensure that persons
responsible for the DW policy development and immeatation are fully aware of the of the
principles of decent work and are fully committedbting them to life.

The implementation of the Decent Work Agenda atglobal level implies addressing a
wide range of political, economic, and social pevh$. They cannot be solved without political
support and commitment of all ILO member state #m&ir peoples. The fulfillment of Decent
Work Country Program requires direct and activetigpation of all three participants of social
partnership system: workers, employers and govemisneFor successful and effective
realization of the Program, the ideas of DecentkMtrould be adjusted to the concrete situation
in the country and supported by comprehensive asuaind research.

The Russian Federation fully supports the Inteomati Labour Organization’s basic
program elements and practical approach decent.whhis position was reflected in the
Program of Cooperation between the Internationdoua Organization (ILO) and the Russian
Federation for the period 2006-2009, signed on Jon€006 in Geneva. Ms. Alexandra
Levitskaya, Russian Deputy Minister of Health arati8l Development called the Program of
Cooperation “another important step in strengthgeimoperation between Russia and the £.O”

The basic aim of the Program is action designddrtber develop the social and labour
sphere in the Russian Federation with a view taeaahg decent work, placing the accent on
regional decent work programs. The program is garac continuation of the previous program
of cooperation between the Russian Federationtanthternational Labour Organization.

Realization of the fundamental principles and ©glat work, employment, social
protection, and combating poverty among the agimgulation, occupational safety and health,
social dialogue were announced in the Program ajp€ation as the key problems of the
Russian social and labor sphere. That is why satabgue development, perfection of the
policies in fields of child labour, employment inding migration, social protection placing

! Newsletter of the ILO Subregional office for East&urope and Central Asi&e2(25), June, 2006. p.2.



special emphasis on the issues of labour remunardébour protection and social partnership
were determined as the main directions of the cadipe for the period 2006-2009. Cross-
sector problems and gender equality occupy a dgemsétion in cooperation program.

Unfortunately as of today there is no national Ded&'ork Country Program in Russia.
But we believe that there is already some progmedhis direction. In order to solve timely
problems in socio-labour sphere an institutionalnfiation is being formed. The law on the
increase of the minimum wage rate to the subsistenmimum has been adopted and the
allocation of necessary funds has been for seahar2008-2010 budget. The subjects of the
federation were given the right to establish regianinimum wage rates (which should not be
below the federal one), depending on the regiawialg standards and economic conditions.

For several years, as is well known, Russia, utigemitiative of the ILO, celebrates the
World Day for Safety and Health at Work. The maosthe Russian regions systematically take
part in this action. From the institutional poiritwwew introducing a new standard called GOST
12.0.230-2007 (Moscow, 27-28 June 2007). «Occupatisafety standards system. Labour
safety control system. General requirements» wagseat importance.

A draft law on administrative and criminal respbilgy of employers for non-payment
of legal wages has been submitted for the condidaraf the State Duma. A draft law on state
social non-budget funds of the Russian Federatias leen developed. Its objective is to
regulate the creation, activity, legal status,ghmary goals of non--budget social funds.

The Decent Work principles are reflected in theiaosection of the program «United
Russia» (“Edinaya Rossiya”) party. The program’y kiections are: creation of decent and
safe working conditions; legalization of wages amdges increase; employment growth;
control over the implementation of labour and abt@gislation; creation of protection system
from loss of earnings due to illness, disabilibjg age, or loss of income in case of
breadwinner death; protection of a life and heaftivorkers.

Russian experts are well aware about activity eflttO and its Moscow Office aimed at
assistance in formation of new social and labolatiomns in Russia. Studies by foreign and
national authors (D.Ghai, R.Anker, G.Standing, 6&ds, F.Egger, F.Mehran, J. Ritter,
D.Beskond, A.Shatejne, .Tchernyshev, F.Bonne, guéiedo, etc) devoted to decent work
analysis and measurement are very popular in Rusddowever, Russian researches have not
yet undertaken a comprehensive study of decent,vemrdt in particular of its application in the
specific conditions of Russia.

At the same time we should mention the activitytbed Academy of Labour and Social
Relations that has one of the most active promaiéi®ecent Work. We should particularly
name Professor L.A.Kostin who has organized a nunoberound tables on Decent Work
Agenda and its implementation in Russia.

The chair of labour economy and personnel of thieoSlcof Economics, Lomonosov
Moscow State University takes an active part inetéevork research and promoting the Decent
Work Agenda. In 2005 within the framework of thenaal Lomonosov readings devoted to the
250th anniversary of the Moscow State University tbund table «Decent work in the XXI
century» was held. Mrs. Pauline Barrett-Read, threof the ILO Moscow Office made a
presentation entitled «The ILO’s Concept of Dec®¥vivrk». Social partners, government
representatives, associations of workers and eragpyprominent scientists, professors and
young experts made their presentations at the tabled



International conference «Social role of the statdhe economy of XXI century» held in
November 2007 included section on «Decent worksona@al paradigm of society», where social
policy experts and representatives of tripartdaetmers took part.

In compiling this report we proceeded first of &bm the understanding, that such
complex issue as decent work cannot be fully endatagithin the established volume of the
study. In addition the analysis requires additiom&thodological tools that are still do be
developed.

The realization of the Concept of Decent Work irs&a in the report is considered on

the basis of studying of a following range of issue

— status in employment / labour contracts

- wages

— working hours and work organization

— working rhythm and pressure (stress) at work

— safety and health

— access to training

— social protection

- social dialogue

— work and family responsibilities

— child labour and forced labour

The report also considers economic and social gbrdefining conditions for the
realization of the Decent Work, as well as intetieh between various elements of working
conditions and employment; conclusions and reconaiaigons are offered. In the course of the
report preparation working consultations were orzguh with social partners representatives:
Prokopov F.T.( The Russian Union of Industrialistied Entrepreneurs), Safonov A.L.,
Zharova N.V. (Ministry of Health and Social Devetopnt of the Russian Federation),
Strela G.l. (Federation of Independent Trade Unafrilussia).

The analytical and statistical data, sampling oleteyn data, the review of existing
publications, legislative documents form the infational basis of the report.

As a result of research following basic tendenciegere revealed

Dynamics of economically active population, empleymand unemployment reflects
economic changes that took place during the perid®92-2007. Fluctuations of economically
active population and employment have always bgeohsonous: they tended to fall from 1992
until 1998, but since 1998 dynamics of employmenaih\eed towards increase.

Employment in Russia can be divided into standarted workers working under an
indefinite-term labour contract, for full workingptirs at an enterprise and under direct control of
an employer or managers appointed by the emplayetnonstandard (all forms of employment
deviating from the standard defined above, inclgdself-employment, part-time, overtime,
temporary, casual, moonlighting, informal, outworélework etc.). These innovative forms of
employment in the Russian labour market which becamre and more attractive for workers,
employers and the state as a whole. A new ancestiag trend is connected with the increase in
the number of employed by physical persons (abaualnl persons).

One of innovative forms of non-standard employmsrieleworking. It takes different
forms and can be temporary, secondary, informal, €he conditions for its development
including technological basis, have definitely egegl and actively developing in Russia.



Another kind of nonstandard employment is agencgoda (sub-contracting, or
outstaffing, or personnel leasing, or personnel) réihbegan to widely spread in Russia after the
1998 crisis. Since then the demand for agency labas grown by 50-70%. Before the demand
was basically formed by foreign companies, now mBugsian enterprises look for agency
labour.

Some regional differences in distribution of enygles by types of employment (self-
employment, entrepreneurship, etc. are revealed.

The main positive tendencies in wages in Russidimwitl995-2006 were gradual
restoration of the growth of real wages which by #nd of 2006 had reached the prereform
level, and increase of purchasing capacity of therage wage; reduction of wage arrears;
decrease in the level of poverty among populatioth decrease of the share of working poor
among the total number of employed; and reductfomage inequality.

At the same time, however, it is necessary to roansiuch disturbing tendencies, as
excess of the real wages growth over labour prodtycgrowth; stably low share of wages in
GDP; stably high share of working population amtmgtotal number of poor and high share of
low paid workers; the lag between the minimum weage and the living wage; strong inter-
regional and inter-branch wage differentiation. dhv@henomena indicate the existence of “dead
turns” in the functioning of the Russian economyjeasiveness of economic growth, its
dependence on a conjuncture of the world pricesemmphasizes the necessity of structural and
institutional reforms aimed not only at the inciea$ the minimum wage rate, that is a current
priority of government regulation of wages, butoakt the raise of labour productivity and
competitiveness of Russian enterprises and deveopnof conditions for regional and
professional mobility.

From the point of view of changes in duration ofrking hours in the analyzed period
the Russian labour market showed rather high eigstin 1992-1998 the reduced volumes of
output were accompanied by rather moderate reduofiemployment and significant reduction
of duration of actual hours worked and of real veadgauring economic growth (2000 — 2007)
moderate growth of employment, stabilization origngicant growth of duration of working
hours and essential growth of real wages were wveder

The obtained data also indicate that share of werlketh higher amount of working
hours at the state enterprises consistently desnlead at private ones — increased. It was
mainly caused by corresponding changes in outputhésame time about 6 percent of workers
were partly employed (less than 30 hours per week).

Problems caused by poor working conditions at enig®s are of special concern in the
Russian Federation. About 40 % of workers workanmful and dangerous working conditions
and have the right for at least one kind of comp#oss established for work in harmful and (or)
dangerous working conditions. The share of worleenployed in heavy physical work grows.
At the same time, re-structuring of national prttetsystem and safety of work is carried out in
Russia today. Particularly, as a result of moremngitbtn paid to the issues of prevention from
traumatism and professional disease these indgteod to decrease.

Despite the sharp shortage of the qualified ladowre, on the purposes of intrafirm
training in the Russian companies it is allocatedtlte average only about 0.3 percent of the
total labour expenditures. At the same time the lmermof persons who raised his/her
professional skills and those who received retrgjrior the last years has essentially increased.
Thus more often training is accessible to those wbdk in high technology branches (public



health services, finance, education), to inhabstaftlarge cities, heads and specialists having
high and medium level of qualification, workers lwitigh and professional secondary education.

In the sphere of the balance between work and yamiRussia patriarchal traditions still
remain: while economic activity level almost eqd@ men and women, the time spent by
women on housework is twice as much as for men,aancompared to 2000 this gap has even
increased. This double workload of women is thennmsurce of their discrimination on the
labour market. It results not only in relativelyMovages of women, but also in their limited
employment opportunities and, as a consequendeiginlevel of female poverty and poverty
among families with children. One of the factorattlaggravate the problem is the crisis of
preschool education system in Russia, includinguctdn of the number of preschool
institutions, and limited access to them. Anothactdr is rather low social security state
guarantees for families with small children andiiéd employers participation in granting
benefits and guarantees to workers with family oesjbilities. In addressing these problems the
Government focuses on the increase of maternitgfiilsrand realization of the parental capital
program, while, according to experts, the prioritghould be given to the restoration and
development of preschool institutions and to engubetter access to them.

Problems of child and forced labour are now verytagn Russia, as they are mainly
concentrated in the informal economy and usualby @arried out in harmful and dangerous
conditions. At the same time, it should be notddt tcurrently there is no full and valid
information on scales, types and forms of thesedypf work. Taking into account the high
social importance of elimination of the worst forraé child labour and forced labour, in
accordance with the Decent Work Concept, the madit fundamental research, including data
gathering and processing and development of adelfesscommendations on eradication of
these kinds of work should be done.

Russia has faced the problem of illegal labour atign, being simultaneously the centre
of attraction of the foreign labour force from tk#S countries and from far abroad and the
migratory transit for migrants from the Asian anftiéan countries. For the last years the scales
and rates of illegal migration into Russia, anchiggative consequences for all spheres of social
life represent possible threat to the nationaltgaf@onstantly increasing illegal immigration into
the Russian Federation (for the last five yearsrnthmber of illegal migrants arrested at the
border of the Russian Federation has increasedsald® times) becomes the most topical
problem for the society and the state, especialkng into consideration the absence of the
effective system of prevention and suppressiofiegfal migration.

Up to now there is no the developed integral sfadkcy aimed at comprehensive
solution of problems in the sphere of labour migratat efficient migration control, maintaining
steady socio-economic and demographic developnigheaountry, national safety, realization
of the rights and freedoms of citizens. The exgstaystem cannot provide the proper control
over the stay of foreign immigrants in the countngluding the observance of the Russian
legislation, norms of international law, sanitarydasocial conditions. The boundary control is
also insufficiently effective and cannot preverd tthegal entrance into the country.

“The report of the vice-president of the State D@nanmittee Security V. Bobyreva - see a round table«lllegal
migration, its influence on criminal activity irhé Russian Federation. Problems of legislative ertipfo
counteracting illegal migration» p.1
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2. Decent Work Agenda in the Context of Economic ahSocial Situation in Russia in 1995-
2005

This Chapter contains an overview of the economit social situation in Russia from
the point of view of main macroeconomic processes ends in poverty, employment and
unemployment over the examined period. It was #wod of formation of market relations in
the labour sphere, and the Decent Work Concept exiemely relevant in the process of
establishing labour standards and requirementdhiennew conditions and in forming social
partnership mechanism.

The main features of Russian economy during théogeirom 1992 to 1998were
continuing decline in basic branches, investmeisis;rmismatch between available jobs and the
gualification of unemployed workers. Political ani@ological changes led to the destruction of
traditional economic ties between Russia and thentties of Eastern Europe, of the former
Soviet republics and even between regions of Ru3s$ia production decrease was caused by
uncompetitiveness of goods and by the low leveRo$sian consumers’ demand as a result of
incomes reduction. Concrete problems in the s@phere were practically not addressed as the
ideology of reforms during that period was mainlgented on the increase of economic
efficiency and on the creation of economi@requisites for further social development. The
financial and economic crisis took place in Augu$98 led to a six times’ decrease of rouble to
dollar value, unemployment growth and decline whly standards.

During that period inter-regional gaps in sociatl @conomic development sharpened
greatly as a result of previous development treadsl) the effect of external factors typical for
the transition period. The position of major citigspitals), export-oriented regions and some
territories along the main trade routes strengttiemieile other territories weakened, forming so
called depressive regions. Experts note such n@ngrhena as combination of former territorial
types of regions (industrial, agrarian, oil extnagtone), new types (“open” or “closed” for
global contacts), and deepening gap between thercand regions, especially between Moscow
and the rest of Russia. The same gap exists wiki@regions - between regional centers and
rural territories and small towns. This gap emergeghe economic sphere and leads to
inequality in the social sphere — in incomes, asdeseducation, health care and other vital
social services.

Therefore, the risk of poverty is higher for houslds from rural areas and small towns
as compared with comparing with urban householfi%s(against 17%6) as well as for families
with children. Households that are affected by smvéactors of poverty (i.e. families of
unemployed parents with more than 3 children livingural area) are in the worst situation.
These vulnerable groups are characterized notlonky high level of poverty but also by great
depth (the gap between subsistence level and theimes) of poverty. The estimatesf
regional GNP per capita recalculated in the PPRtypaf purchasing power) dollars reveal great
diversity of Russian territories: Tyumen is on tk@me level as Netherlands and Canada,
Moscow has almost achieved the level of PortugatarBtan and Lipetskaya oblast are close to
Croatia and Estonia, the majority of Russian regiean be compared with Romania and
Venezuela, in less developed republics like Dagestad Tyva the indicators are similar to
Vietnam and Gonduras, in Ingushetia — to Nepal Kedya. High level of poverty is a
manifestation of decent work deficit in these Rasskegions.

% See Annex, Table.1.

4 Reduction of poverty in Russia: impact of econogrimwth and social reforms Gmkenne Gexroctn B Pocenn:
BJIMSHHE YKOHOMHYECKOTO POCTa U COLHANBHBIX peopM./M., Bcemuprsiii 6ank. 2006.C.62-64)

®> Maleva T.M. and others; Human Development Repothé RF for 2006/2007, "Russia's Regions: Goals,
Challenges, and Achievements".



Factors which defined trends of economic actiwfythe Russian population were
generated under the influence of the prolongedscas well as social and economic reforms.
Prerequisites for weakening of economic activityevereated, for example, by such conceptual
factors® as withdrawal of ideology and principles of congmuly and obligatory employment and
the recognition in the Employment Law (199aj voluntary labour ; the abolishion of the social
benefits and services distribution through entegziand transferring these functions to public
services or to market services; increasing sharemaimes which were not connected with
employment (property incomes, interest on deposts,), privatization of land, creating
conditions for transition from formal employmentiimiormal, or in economic non-activity

Some factors decreasing economic activity partrbulaffected young workers, namely
growth of demand for vocational training that ledihe "prolongation™ of the period of training
and delayed entry to the labour market; limitedilabdity of preschool institutions that reduced
employment opportunities for young women with clreld (or women of pre-retirement age with
grandchildren); growth of reservation (that is resped by the worker) wages, especially
characteristic for youth and explained by both bigstandard of living, and higher educational
level. On the other hand, birth rate decrease haddevelopment of part-time and secondary
employment of pupils and students could increasma@mic activity of youth, which was not
always reflected by official statistics.

The decrease of living standards, incomes and lef/ekservation wages stimulated
economic activity of old-age groups. At the sanmeetitheir economic activity was impeded by
such factors, as the reduction of demand for trosig of workers due to the depreciation of their
knowledge and skills; early retirement programneesa way to address unemployment; pension
size limitations for working pensioners (since 1998

Data shown in Annexes (Table 3 and Charts 1 — 2sjify that the numbers of
economically active population, both employed andmployed, reflect the country’s economic
development over the period under review. Fluctunatiof economic activity and employment
levels were practically synchronic, which allowwiding the examined period in two major
parts: from 1992 to 1998 and from 1999 till 2008e(#\nnexes, Chart 1).

In 1999 post-crisis rehabilitation started. It vilmsed primarily on the rouble devaluation
and the replacement of imported goods by nationasoSince 2000 new factors of economic
growth emerged, namely investments in raw extrgdbranches of economy and private sector,
high oil and gas prices. Overcoming of the 199&isriand the stabilisation of economic
development in early 2000 explain growth of theidasconomic indicators in 2000-2006
(Tab.2)® The level of personal consumption already exceetied1990 level, albeit higher
degree of differentiation of the population incomesr eight years economic growth has been
observed, and with high probability it will conti@aun the intermediate term prospect. Average
rate the GNP gain in 1999-2006 was 6,7 %. Russiaer&s explain the production growth in
2000 and in after years by continuing growth ohsiaming power of population owing to
compensation of wage arrears, increase of rawrraBt@xport, improving of budget financing
of the public sector, state control over inflationjestor-friendly tax policy.

® See: Review of Employment in Russi@6¢op 3anstoctu 8 Pocenn. M.:TEUC, 2002.C. 33-39.)

" “Employment Law” Bakon «O 3ausitocTi HaceeHms Poccniickoii Deaeparim»)

8 See: Report on business climate in Russia. Rudsigon of Employers and Entrepreneuffakiax PCIIIT o
COCTOSIHHH JeJI0BOro Kimumara B Poccun. M., 2007.C. 6-8)

° See: Korovkin A.G. Dynamics of employment and labonarket. Cm., manp. Kopokur A.I. JIunamuka

3aHATOCTH W PBIHKA TPYJa. BOMPOCHI MAaKPOIKOHOMHYECKOTO aHayim3a u mporHosupoBanus. M.: MAKC Ilpecc,
2001.C. 17-18))
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Different regions survived through the crisis diéfetly. The survival was easier for the
raw oriented gas, oil and metallurgy that manageshitft to the global markets export. Moscow
compensated deep production decline by fast dewvgjomarket services with comparatively
high wages. During the period of economic growth diversity of indicator of per capita GRP
grew due to the different situation in for the estpmiented and non export oriented regions.

During the period under review the macroeconomabisty considerably strengthened
and the main consequences of the 1998 default Mpetidated. The was consistent improvement
in addressing key macroeconomic problems of thesi@anseconomy of 1990-s - budget deficit,
public debt, non-payments. Barter trade stoppedicators of monetary and credit sphere and
the balance of payments consistently improved; tiitya dynamics of the exchange rate
decreased and trade balance grew considerably.

Growth of incomes of economy and the government'sservative budgetary policy
allowed to reach equation and decrease in riskshén financial sphere. The federal and
consolidated budgets were carried out surplus duast years. Russia has paid her debt in the
Paris Club the International Monetary Fund. Considke inflow of currency to the economy has
led to fast growth of gold and exchange currenegmees which increased in 1999-2006 almost
24,9 times, and by March 2007 the volume of gold erchange currency reserves was more
than 314,5 bin. US dollars. Thus the superinconeegived from export of energy products,
have been accumulated in the Stabilization Fundchviaimounted to 2708,85 billion rbl. or
103,55 bIn. US dollars as of 1 March 2007.

Since 1999 the high world prices of energy resajrother raw materials, and metallurgy
production have became an important source of grofxport incomes from Russian export
have grown considerably, together with incomesndémgorises of corresponding branches and of
a certain share of the population.

During last eight years inflation was reduced amd2006 fell below 10 %. However
further inflation decrease (to 5 % and below athandeveloped countries and a number of other
transition economies) seems now to be a challertgsigwhich still needs to be achieved.

Since the beginning of 2000-s Russia has been @gngl and implementing structural
reforms aimed at on the modernization of its soarad economic system. However the pace of
these reforms is not dymanic enough. Despite thg period of growth, high investment activity
and positive qualitative changes in the situatitime country’'s economy has not been
modernized.

The official statistics shows substantial growthredl incomes of the population— from
21% in 2001 to 85,8% in 2005 (1999=100%). Wagesvgegen more. The trend of official
poverty level that is estimated as the share olulabien with incomes below the subsistence
minimum is also positive: in 2001 the share of pmoRussia was 27,3%, in 2002 — 24,2%, in
2003 — 20,6%, in 2004 — 17,8%, in 2005 — 158%During the period of economic growth the
Russian government introduced a number of poveeguction measures: 1) support of
macroeconomic stability and favorable fiscal andgalicy to promote of economic growth; 2)
structural reforms of 1999-2005 that improved besg and investment climate; 3) direct
measures to ensure welfare gain— wage and sociafitee increase in the public sector,

19 See: Review of social policy in Russia. Beginnifi@000-s. (0630p coumanbHoii momuruks B Poccuu. Hauano
2000x/TTox pen. T.M.ManeBoii. HezaBucHMBIN HHCTUTYT colaibHoM monutuku.- M. HUCII, 2007.C. 18)
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reduction of wage arrears and delayed paymendthough the share of poor has reduced by
11,5 percent points during the period under reuvieese results should not be overestimated —
the poverty problem in Russia is not yet solved.

The growth potential of the Russian economy is ga#lg decreasing. During the last
years reserves of non-used capacities and freeudafwce are substantially included in
production. Despite high investment activity, theeenains high level of moral and physical
deterioration of the basic means material and ieaehrbasis of the majority of industrial
branches, as well as of transport, housing and agmahservices. The economic growth after the
crisis of 1998 promoted investments in the Rusg@onomy. In particular, investments into
fixed capital continued to grow together with o thconomic development.

The economic progress was supported by the goverrsneeconomic policy.
Considerable achievements were made as a restak agystem improvement. In particular, tax
laws codification has been carried out, rates efiasic taxes (the VAT, profit tax, unified social
tax, tax on incomes of physical persons etc.) H#en reduced. The taxation reform included
the introduction of a united social tax for enté&es, that was decreased in 2005 from 35,6% to
26%. In 2001 the unified taxation rate was intrasidt was one of the lowest in the world and
was aimed at the formalization of the “shadow” wag&hough not all the objectives were
achieved (the idea of formalization wages has dai#l those measures are considered to have
stimulating influence on the economic activity. Dease in fiscal loading on economy has
allowed to improve financial situation of enterpgsand to expand internal investment
possibilities of the Russian economy, to raise ines of households. It improved the investment
climate in the Russian economy and helped to rebixgeness activity.

In the beginning of 2006 the Medium-Term ProgramofeSocial and Economic
Development of the Russian Federation (2006-20083 adopted. Improvement of living
standards of the population and poverty eradicatiere declared as priorities for the coming
years. The programme also provides for the modatiniz of social system and creation of
investment promotion mechanisms. The programmerooad the importance of plans to reform
education systems, public health services, puldimiaistration and science that are being
realized now in the form of National Projects. SaVgroblems were mentioned as extremely
important: development of mechanisms of the prigtid¢e partnership; development of bank
sector; support of small and medium-size businé&ss;policy perfection; formation of the
accessible housing market; protection of propegtyts.

Demographic situation and labour market

The quality of labour force is considered to be ohebvious advantages of the Russian
economy: the share of specialists with higher etiloicas large, and the national education
system is well developed. However in the near RuRussia will already face problems with the
labour force, namely deficit of labour supply (SAenexes, Table 4% Since 1992, the
population of Russia has steadily reduced, bu2@06 the number of able-bodied population did
not decrease, and the labour supply was sufficidat.in2007 fast reduction of able-bodied
population due to the sharp decrease in the nuwibére persons reaching of able-bodied age
started. In 2010-2018 the annual decrease in thibauof able-bodied population will be about
1 million person, and by 2026 the natural decregflereach 18-19 million persons which is

! Reduction of poverty in Russia: impact of econograwth and social reforms Qaikenne 6egroctn B Poccnu:
BJIMSHHE YKOHOMHYECKOTO POCTa U COLHANBHBIX pedopM./M., Bcemuprsiii 6ank. 2006.C.19)

12 Report on business climate in Russia. Russian rUoibemployers and manufacturerglogmag PCIIIT o
COCTOSIHHH JeJI0BOro Kimumara B Poccun. M., 2007.C. 28)
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more than 28 % of current level. In the age stmectf the population the share of able-bodied
groups will diminish from 63 % to 55 9.

Trends of the labour market fluctuations are quabmilar to the global economic
situation. The economic activity of the populatieti by 9 percentage points - from 70% in 1992
to 61% in 1998. The number of employed personsedsed during the same period by 17.8%
(17.7% among men, 17.9% among women). From 1928® economically active population
grew by 9.6% (men by 6.0%, women by 13.6%), while émployed population increased by
17.4% (men by 13.5%, women by 21.7%). However,hmmber of employed persons for the
whole period decreased by 5.4%.

These estimations do not contradict conclusionsexXperts who studied employment and
unemployment situation in the previous years. Oa tntrary, they rather confirm those
conclusions. It is notable that similar fluctuasoof the overall level of employment over the
period of 1992-2005 become are observed in diffeserces of statistical information. For
instance, the study carried out by the World Baxfieets* showed that the comparison of the
official data on general employment calculated loa lhasis of labour resources balance with the
Labour Force Survey ddfarevealed a similar character of the reigningdreemployment rate
decrease during 1990 (1992) - 1998, and increasenpfoyment during 1999 - 2005. «If for the
measurement of the level of employment the labesources balance is used, the employment
ratio (share of employed persons in the total waykage population) decreased from 67% in
1990 to 58% in 1998. The employment level basedfe® data show a very similar trend, but
the magnitude of decrease and growth are a bitehighthis case. Both statistical series show
increased employment ratio after 1998.5Fhe number of economically active population
decreased by 10.1% in 1992 - 1998, including 9.786rg men, 10.7% among women. (See
Annexes, Chart 2).

During the period under review unemployment aisperienced a similar trend in terms
of fluctuations by period, but a reverse one, bgtee (See Annexes, Table.3). During the period
of 1992 - 1999 the number of unemployed (accordmghe ILO methodology) increased by
2.35 times (from 3.877 thou. to 9.094 thou.). Fennt increased by 2.35 times, and for women,
by 2.32 times. The highest number of unemployed regsstered in 1999, while the level of
unemployment reached almost 15%. During the pdrad 1999 to November 2005 the number
of unemployed decreased by 42.7% (from 9,094 thwb,208 thou.), (by 41.7% among, by
43.9% among women).

It is noteworthy that in the 90-s the reductioreaiployment had a steady character, but
was inadequate to the fall in production, and tiredasts of massive unemployment proved to
be ungrounded. The reasons why the actual empldylosses were significantly lower than
predicted (judging by the reduction of productianputs) will be explained below.

As for the registered unemployment, it remainedraéxceptionally low level throughout the 90s
and nowadays remains at slightly more than 2%.

The comparison of data on gender structure of tiemployed calculated according to
ILO methodology, and information of the Employme®ervice shows that the number of

13 “Forecast of the population of Russian Fedenafiiw the medium-term period” [fporso3 uucieHHOCTH

HacesieHus: Poccuiickoit @eneparuu Ha cpeqHECpOUHYIO nepcnekTuBy». MactutyT nemorpaduu I'Y-BIID.
Hemockomn-weekly 277-278.)

4 “Russian labour market: way from crisis to recomstion” ( Poccriickuii ppIHOK Tpy/a: MyTh OT KPH3HCA K
BoccTaHoBjenuio / Ilep. ¢ anri.-M.:U3narensctBo «Beck Mup», 2003.C10-11.)

!5 Survey of employment of populatioBciezoanue Hacenenus o npoGiemam sanstoctu (SEP)).

16 “Russian labour market: way from crisis to recomstion”Poccuiickiii psIHOK TpyJa: IyTh OT KPH3HCA K
BoccTaHoBjenuio / Ilep. ¢ anri.-M.:U3narensctBo «Beck Mup», 2003.C. 8-9.
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unemployed men is higher than unemployed women (ti€dhodology), however, the share of
women is higher among the registered unemployed.

More complicated fluctuation of registered unempieyt (largely following the general
trend of economic development, but showing seVecall peaks) can be, in our view, explained
by institutional factors, in particular by amendrserio the Law on Employment of the
Population of the Russian Federation, which eigieplified or complicated the access to the
status of the unemployed. Accrording to some espérthe current situation in the Russian
labour market, may be considered as one of thestsafaong the transition countries. Trade
unions leaders experts them do not share this pintiew. The idea is that the level of
registered unemployment is rather low and doesseeim to have been socially dangerous
neither in the period of economic decline nor a600 when the demand for labour grew.
During the crisis period Russia managed to escagssive outflows of working force that were
typical for other transition countries, for examptungary. Moreover the forecasts of the labour
market development are based on the fact of lalbbeswurces reduction and corresponding
decline of unemployment. On the other hand, tradens stress the problem of decent labour
for Russian workers in terms of , occupational tyafetc. Unemployment in Russia is structural
and is based on the mismatch of available jobspaofssion/qualificatiion of the unemployed.
This puts to the fore the problem of state, busireesd individual investments in retraining is
rather acute.

Difficulties in categorizing the variety of forms @ manifestations of employment and
unemployment mentioned above are exacerbated bprdidems with availability of statistical
data on atypical (non-standard) types of work, @ymlent and unemployment. This resulted in
the use of alternative evaluations of the leveboth employment and unemployment, which
thus expanded and enriched the analysis of todayssian labour market (See corresponding
chapter).

Besides demographic problems and problems of lahotvity the Russian economy is
facing other problems connected with human ressuiBeth parties of social partnership system
— employers and trade unions — stress the needpgmve labour legislation but their approach
to the problem is different. Employers emphasizat tthe current labour legislation is not
flexible enough and does not take into accountousriforms of worker-employer relations.
Rigid laws and regulations promote increase of lalmmsts that has negative effect on labour
demand. Deficiency of a labour provokes growth midpiction costs due to wage increase. For
example, in the industry the payment growth ratevise as high labour productivity growth. It
is negatively affects competitiveness of the Russiaterprises. Trade unions are concerned with
by the low level of wages, especially minimum waged the weak position of workers in the
face of layoffs and inadequate labour conditionseyl advocate better labour protection for
workers.

Mismatches of profession/qualification charactersstof the human capital and
requirements of modern job positions is anothereax¢ly sharp problem of Russian labour
market. The Russian economy faces the deficit okars of medium and low qualification, and
the employees in the sphere of the information rietgies™® It should be noted that a low

7 See, for instance: Non-standard employment in iRnssconomy (HecranapThas 3aHATOCTH B POCCHICKOM
sxonomuke. ITox pen. I'mmmenscona B.E., Kamemomnukosa P.M. M., T'Y-BIID, 2006); Kapeluyshnikov R.I.,
Vishnevskaya N.T. Phenomenon of Russian unemplogrdgnamics, structure, specific featurd€arfenromankos
P.1., Bumuesckas H.T. ®eHoMeH poccuiickoii 0e3paboTHIBI. AMHAMHKA, CTPYKTypa, cnenuduka. M.: MOH®,
2003.)

18 «Structure of the Russian labour: features anauhjes». R.I.Kapeljushnikoylemockon-weekly
http://demoscope.ru/weekly/2007/0277/analit04.php
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labour force mobility in Russia deepens labour reaflagmentation, it impedes redistribution of
workers between enterprises and aggravates théepradf labour mismatches.

Decent work is impossible without adequate knowdedgd professional skills. Social
partners and the government believe that the cuRassian education system does not provide
competencies required by business. According tdetranions, one of the solutions is more
active of business patrticipation in the educatioocess — increase of business investments in
workers on-the-job training and in universitiesiatt. The growing role of business in the
system of professional educatiavas reflected in the Social Charter of Russianimss’
adopted by the Meeting of Russian Union of Indassis and Entrepreneurs in the end of 2004.
This document is considered to be the result ofnne approach of the Russian employers to
social issues problems including the promotion et&nt Work. It is also seen as a strategic
initiative showing the forms and frameworks of pui&l impact of business community on the
social development of the country. The Charterudek principles of business practice for
everyday activity of enterprises in favour of susdhle development of the country, as well as
innovative approach to social dialogue with pasrfeom business and social commungtake-
holders, investors, government bodies, NGOs, twamiens etc. based on mutual respect of
interests, positions and values of all parties.

All problems mentioned above make the modern sdoatn the Russian labour market
rather complicated. To compete for labour forcecsasfully in the global economy, Russia
should create favorable conditions for its own labfiorce and for labour migrants. It will be
faced with the need to increase of wages, impravalitions of life, and provide good quality
public health services, formationt is required to improve the legislation conéeg
immigrationlabour migration and to decrease transaction arsthie Russian labour market, to
create conditions for better mobility of the popigda. The Russian government has already
taken measures for the liberalization of the Rusmggration legislation, simplifying procedures
of registration and citizenship granting. The sa#l@roblem requires a wide range of measures
aimed at attraction and preservation of manpow#nerRussian economy.

To ensure further development of the country, &t radical change of conditions for
the development of the human capital is requirdtes€ changes should be of comprehensive
character. The education system, sciences, pulkltth services require modernization and
adaptation to modern requirements. Housing showdoime more accessible, mobility of
population should increase.

It should be noted that the Russian governmentgrazes the above-named problems
and makes efforts to address them. Since 2006nadtpyojects aimed at the modernization of
education systems, public health services, agumeland housing have been realized. Both
business and trade unions welcome these initiatawes call them timely and necessary.
However the impact of these national projects i$ vt clear. Russia has quite a negative
experience in the implementation of large-scaleadqarograms — they have failed. Certain
concerns are expressed with the fact that the dpwednt of investment and social programmes
is accompanied by a fast growth of budgetary obbga. It is obvious that in case of sharp
decrease of oil prices budget financing of sopralgrammes will also be reduces, which will
cause negative social consequences.

Today Russia’s economic growth rates is one ofdktest in the world, but at the same
time the country faces a major challenge due tqualedistribution of economic growth benefits
among the population and the dramatic regionalrditye Human development is uneven; the

19 http://www.rsppnso.ru/socialcharter/
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results of the implementation of the Millennium B&pment Goals (MDGSs), proclaimed in the
Millennium Declaration and specifically adapted Russia are mixed.

The effective social and labour policy is a majtemeent of the further development of
the country. At the same time it should be basedeaiistic assessment of the economy’s
potential and not create additional risks for itkife development. Besides, the realization of the
above-named social programmes does not mean aampcelicomplex of reforms that were
previously declared and that are more and moreeatkedery year. Thus, the realization of the
projects mentioned above and addressing the prabtescussed in this chapter will contribute
to the implementation of the Decent Work AgendRussia.

3.1. Employment status/ contracts of employment

3.1.1. Employment status: employees, employers, fseiployed, contributing family
workers

In the employment status analysis we will use tppraaches: verbal and statistical. The
first approach is based on the existing conceptsdaiinitions, used both by statistical bodies
and by research institutions and experts; the skare is based on the available official
statistical data.

In the labour force surveys (population employngnteys as they are called in Russia,
or ONPZF° which are carried out by statistical bodies of Bessian Federation on a quarterly
basis, employment status is registered as foll@wvgployed in the economy and employed in
the informal sector (See Table 3.1.1).

Table 3.1.1 Employed in the economy

are persons, who during the considered period:

Were involved in: Were temporarily out of their workWorked as Was engaged in
» Paid jobs because of: contributing households’

» Income related self- > lllnesses or traumas, or care of ilamily commercial
employment either with relatives; workers production of
the participation of hired » Annual leave or holidays; goods and
employees or without any>» Training out of the workplace; services

hired employees » Leave without pay or leave on the

initiative of employer (duration less
than 6 months);
» Strikes;
» Other similar reasons
Source: Rosstat. http://www.gks.ru/wages/2007/rtrat.h

Employed in the informal sector are persons whanduthe considered period were
employed at least in one of the production unitthefinformal sector, irrespective of their status
of employment or whether it has been the primaryadditional job. The criterion for the
determination of a production unit of the infornsaictor is the absence of state registration as a
legal person.

There are some peculiarities in the Russian defirst of employed and unemployed
from the point of view of age parameters. On the loand, according to the Russian Federal law
“On employment of population in the Russian Fedendt(No.1032-1 of 19.04.1991, item 3),

? These surveys have been carried out every qusnee 1999, in 1992-1998 they were yearly. Theycarelucted
among households and their members at the age- 02 ¥8ars in all Russian regions.
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citizens who have not reached 16 year of age, yncase cannot be considered as unemployed.
On the other hand, according the Russian Laboue@Bdderal law No.197-FZ of 30.12.2001,
article 63), citizens working under labour contract considered as employed. And an employer
can sign a labour contract with a worker who hashed 16 years agend also with a 15-year-
old person(for performing easy work not causing harm to tieallso in case of completion by
that person of basic general education, or contiimaf basic general education on other than
internal form, or leaving of educational institutiaccording to the federal law); and with 14-
year-old pupils(for performing easy work not causing harm to ltmeand not breaking his/ her
educational process, during the time free fromisgjdout on the consent of one of the parents
(trustee) and guardianship body); and with persams have not reached 14 years (for working
in organisations of cinematography, theatres, atsiceircuses, exhibitions of products, etc., if
this work doest not harm his/ her health and moeaklopment).

Another feature of defining age parameters concemgloyers: only persons who after
18 years of age can sign labour contracts as emdpy he/ she has full civil capacity (a person
under 18 years also can sign labour contractd iflnve has already acquired full civil capacity).

Actually, the age parameters of employed and uneyepl in statistical reports differ
from those established in the appropriate lawdis$tzal data on economically active population
in Russia are obtained on the basis of regularuabwrce surveys (ONPZ), based on the ILO
methodology. According to the ILO methodology, ewmmically active populatianclude
persons_from 15 years to 72 yeafsage who during the considered period (surveyedk)
were considered as employed or unemployed.

Such divergence in definition of age parameterfuémices statistics on employment
status in the Russian Federation. For exampleyiropinion, it is necessary to consider in more
detail the status of employment for such categasyyouth, taking into account different age
cohorts (children, teenagers, young men and wonmEm. balance between institutional and
statistical approaches for this category is strpnghuired in order to obtain transparent and
exact information considering labour market indicatin Russia.

The official statistical data shows that dynamidseconomically active population,
employment and unemployment reflects economic obsigat took place during the period of
1992-2007. Fluctuations of economically active gapan and employment have always been
synchronous: they tended to fall from 1992 unt®89but since 1998 dynamics of employment
evolved towards increase (See Annex: Table 3.1i@ur& 3.1.1, Figure 3.1.2). It can be
explained by the appearance of innovative formemployment in the Russian labour market
which become more and more attractive for workemgployers and the state as a whole.

In May, 2007 economically active population at #ge of 15-72 years equaled 75.1
million (including data on Chechen republic), or.B% of total population, among them 70.7
million people were employed, 4.5 million peopleremployed according to the ILO standards.
In comparison with May, 2006 the number of employg@w by 3.1%, the number of
unemployed reduced by 19.8%. Unemployment rate ledua.9% of economically active
population.

Further we will analyze the available data conaegrdifferent status in employment in
Russia for the period from 1995 to present.
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1) Paid employment

According to the Table 3.1.1. workers employed he tconomy include paid wage
workers and self-employed. Among wage and non-hwedkers can be both employees and
employers. According to definitions accepted infhessian official statistics:

Hired workers, or wage workers- are persons who perform work defined as “hired
work”. From the institutional point of view, hiraglork is employment under explicit (written or
oral) or implicit labour contract guaranteeing,sfiy, the legal framework conditions, and,
secondly base remuneration (in cash or in kindctvkiirectly does not depend on the income of
the production unit at which this person works. éfss some or all tools, premises which the
person uses in performing the work, can be ownedtlhgr persons. The work can be performed
by a person under direct control of the owner ospes defined and hired by the owner.

Employersare persons who work independently or with onsemeral business partners
at their own enterprise (in their own business) lainel workers employees on a continuous basis.
Partners may be or may not be the members of oniéyfar one household.

We can use several different indicators for analg$ipaid employees status, including:

. Distribution of employees by primary jofsee Annex: Table 3.1.3).

The data in the Table 3.1.3 show that althoughdte number of employed is increasing, there
are some changes in their distribution by primaosi. jin 2006 the number of individual
entrepreneurs began to reduce. It could be expldgehe appearance of rigid legal frameworks
for this kind of economic activity. On the othernka the adoption of the Land Code of the
Russian Federation allowed to legislatively defime existence of farms in the country. And the
data in the Table 3.1.3 show an increasing tendémdize number of employed in farms in
Russia (by 1.1% from 2004 until May, 2007).

An interesting tendency is connected with the iaseein the number of employed by physical
persons (by 1% from 2004 until May, 2007), whichwsce as high as the number of individual
entrepreneurs. The interest to this form of empleytms growing in Russia both among workers
and employers. Old-aged Russians prefer to re@@diional income to their low pensions by
taking care of children in young well-to-do famdjeapartment cleaning, etc. At the same time,
employers-physical persons prefer to employ migrario have low reserve wages as compared
to local workers.

. Data onemployees’ distribution by occupation§&See Annex: Table 3.1.4) show that,
firstly, the majority of employees are unskillednkers (8.9% of all employees in 2006; and this
share is higher for women); drivers and mobile ptperators (9.6%), models, salespersons and
demonstrators (7.3%), metal, machinery and relatates workers (6.6%), senior officials and
managers (6.6%).

. There are someegional differences in distribution of employeds/ primary jobs (See
Annex, Figure 3.1.3). In 2004 the minimum shareeaniployees having the primary job at
enterprises and farms (78.4%) and the maximum sbftdred by individual entrepreneurs
(13.2%) was observed for the Southern Federalictisthe maximum share of employees hired
by physical persons (10.2%) was observed for ther&in Federal district.

2) Paid non-hired workers

According to definitions and concepts acceptedhayRussian statistics, taking into account the
standard definitions of employed and unemployedmenended by the ILO, non-hired workers
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are persons who perform the work defined as a “wairkheir own enterprise, in their own
business”. It is work where remuneration directiypends on the income received from goods or
services produced. Non-hired worker makes decisiomscerning the activity of his/her
enterprise (own business), or delegates decisidaagao other persons, but retains his/her
responsibility for well-being of the enterprise (@Wwusiness). This group includes employers,
self-employed, members of producers’ cooperativelscantributing family members.

We can analyze the dynamics in this sphere by udatg on distribution of non-hired
workers by their status in employment (See Anneabl@ 3.1.5, Figure 3.1.5). The share of self-
employed among paid non-hired workers is the higirecomparison with other statuses. It
sharply decreased by 2 percentage points in 2008. share of non-hired employers also
reduced in 2003 but only by 0.3%, although thisrelase is significant for this category in
absolute terms (in 2003 the number of non-hiredleygps was 754 thousand persons, that is
200 thousand less than in 2001 and 2007). The sfiarentributing family members remained
stable (0.1%), but in 2007 it grew up to 0.2%. Mdghamic changes can be observed for
members of producers’ cooperatives: their numbeuced fivefold during the period of 2001-
2007.

According to some Russian researchers (GimpelsdnkKapelyushnikov), employment
can be divided into standard (hired workers workinger an indefinite-term labour contract, for
full working hours at an enterprise and under direantrol of an employer or managers
appointed by the employer) and nonstandard (alingoof employment deviating from the
standard defined above, including self-employmerat-time, overtime, temporary, casual,
moonlighting, informal, outwork, telework etc.) €& Table 3.1.6"

Table 3.1.6 Comparison of standard and some kinds$ aonstandard employment?

Type of Employer Hiring Duration of the Type of the Who controls the
employment working day labour contract | work of a person
Standard Enterprise Yes Standard Indefinite-term| Employer

contract

Nonstandard:

Not at an Physical person/ Yes/ self- According to Can be any or no | Employer/ worker

enterprise Employed person | employment| circumstances contract him(her)self
him(her)self

Part-time Enterprise/ Physical Yes/ self- Less than established Can be any Employer/ worker
person/ Employed | employment| or standard him(her)self
person him(her)self

Overtime Enterprise/ Physical Yes/ self- More than established Can be any Employer/ worker
person/ Employed | employment| or standard him(her)self
person him(her)self

Temporary Enterprise/ Physical Yes According to Definite-term Employer
person/ Employed circumstances contract
person him(her)self

Casual Enterprise/ Physical Yes/ self- According to Once-only job Usually, client/
person/ Employed | employment| circumstances worker him(her)self
person him(her)self

Moonlighting | Enterprise/ Physical Yes/ self- According to According to According to

(secondary) | person/ Employed | employment| circumstances, but | circumstances circumstances
person him(her)self beyond the bounds o

standard duration

Informal Enterprise/ Physical Yes/ self- According to Usually no Usually, client/

person/ Employed | employment| circumstances contract worker him(her)self

2L Gimpelson V.E., Kapelyushnikov R.l. (ed.) Non-stard employment in the Russian economy (in Russian)
Moscow, HSE, 2006.

2 The list of kinds of nonstandard employment carediin the Table 3.1.6. is not full. In foreigreliature atypical,
marginal, flexible employment are considered assteordard. Actually nonstandard employment is ng¢erally
accepted term and is widely used by researcherpadlititians.
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person him(her)self

Self- No employer No According to No contract Worker him(her)self]

employment circumstances

*Telework Enterprise Yes According to Labour and civil According to

(outwork) circumstances contracts circumstances, but
usually worker
him(her)self

*Agency Enterprise and Yes According to Implicit labour Employer-borrower

labour Agency circumstances contract between

employer and
employee, service
contract between
enterprise and
agency

Source: Gimpelson V.E., Kapelyushnikov R.I. (ed.pnhstandard employment in the Russian economy (in
Russian). Moscow, HSE, 2006; * - added by authbthe project.

Different kinds of non-standard characteristicseaiployment tend to “draw” to each
other. For example, a considerable part of engag#te informal sector have no indefinite-term
labour contract, work without hiring, for incompdetvorking hours, etc. As a result different
kinds of nonstandard employment can be combinedh wdch other, and that extremely
complicates statistical data collection.

Scales of non-standard and standard employmenarekyzed in the Analytical report
«Employment in the Russian Federation: the anabfsisndencies and dynamics in 1990-2005»
which was prepared for the ILO by economic facuitythe Moscow State University in 2006
(Project leader — Razumova T.0.). In short, nonddad employment tends to spread in forms
that are convenient and profitable for differenttiga of labour relations (See Annex: Tables
3.1.7, 3.1.8).

One of forms of non-standard employmentakeworking It takes different forms and
can be temporary, secondary, informal, etc. Acemydd researchef,some conditions for its
development have definitely emerged in Russiat(bfsall, technological ones, related to the
development of information technologies which dre basis for teleworking). For example, in
2000 the Index of Technological Progress (ITP) &fla7%* or one-fifth of the level observed
for the developed countries (e.g. the USA). Otharditions for teleworking (socio-economic
and institutional) are also actively developindhe country.

Research of teleworking in Russia began in 2000ir{®a S.l1.). According to a study
conducted by the Stockholm school of economics thedSt.Petersburg State Universityin
2003 2.6 million people (1.7% of total populatiam, 3.8% of economically active population)
were employed in teleworking. For further reseastlielework it is necessary to work out an
approach to determine telework and its differemiety (e.g., by type of contract, working
functions, risks, vulnerability, etc.).

Results of a survey held in 2006 by researchem i@ economic faculty of the Moscow
State Universit allow to identify some other tendencies. For exiamfrom the Russian
employers’ point of view, teleworkers have enouglpartunities and time to maintain contacts

8 Kolosova R.P., Vasilyuk T.N., Ludanik M.V. Econamand institutional mechanisms of telework regolatfin
Russian). Research Grant at economic faculty ofdéwsState University, 2005.

24 Zemskov A.l. Social influence of information tectwogies in Russia (in Russian). State scientifid gchnical
library, 2001

% The aim of the research was to determine the teme of telework development in Russia and tongethe
effective methods of telework management. http:Mpersonal-mix.ru/page.php?page_id=5&author_id=30

% Ludanik M.V. Telework in the Russian labour markevelopment and regulation (in Russian). PhDishes
Moscow, 2006.
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with other colleagues, so there is not need ofr tregular presence in the office (See Annex:
Figure 3.1.6). This creates a risk of teleworkeasslation form other workers, of their social
vulnerability and restriction of their rights to rpaipate in the social dialogue and collective
bargaining. This calls for the creation of traddgous for teleworkers, to provide them with
communication opportunities, including their perogdresence in the office.

Another kind of nonstandard employment a@gency labour (sub-contracting, or
outstaffing, or personnel leasing, or personnet) réxgency labour means that an enterprise, or a
private employment agency, or a physical person nres workers, transfer the surplus number
of workers to another enterprise or a physical gerServices of personnel leased to legal or
physical persons are form of entrepreneurial agtivt began to widely spread in Russia after
the 1998 crisis. Since then the demand for ageaogur has grown by 50-70% Before the
demand was basically formed by foreign companiesy many Russian enterprises look for
agency labour.

The expansion of agency labour can be explainesklgral factors among which are the
following:

« growing demand for mobile labour as a result ofbglsation, decentralisation and
production specialisation;

« specific features of technologies and productiarcess in some branches (for example,
in agriculture, forestry, etc.);

« specificity of some occupations (for example, seafy creative workers, workers
employed in exhibition activity, etc.);

* in conditions of high unemployment rate and longrteunemployment, opportunities of
having at least a temporary paid job become mdractive;

e growth of labour migration and wider employment ogtpnities for migrants;

e growing interest in employment among some categooie population to which full
regular employment is undesirable for some reagstglents, pensioners, disabled
persons, etc.);

* opportunities to combine work and family resporigibs, take part in social life,
maintain health, etc.

The use of agency labour strengthens competitiah inoreases efficiency of business
activity as a result of reduction of labour cosisr certain categories of unemployed, aspiring to
find more flexible employment, agency labour allowscombine their desires and possibilities
with the labour market requirements. One of theaathges of this form of employment is a
possibility to get an access to regular employnatrégnterprises. In some cases agency labour
can be considered as an effective tool raisinglgtabf employment for regular hired workers
employed at enterprises that use agency labour.

On the other hand, however, growing flexibility ladbour and the expansion of agency
labour can deteriorate working conditions and ldad poverty increase, because many
employers-users of agency labour violate law resgménts and withdraw those workers from the
sphere of industrial and collective agreements.

Besides, for agency workers working hours are ofteiger and wages are lower than for
regular workers; many of them do not get leavesn&g labour is not as costly for employers as
hiring regular employees, therefore the latter fdageto be dismissed and replaced by temporary
and agency workers.

2" Smirnyh L.I. Agency labour: economic theory, expece of the EU countries and Russia (in Russidojscow,
Russian-European Centre for Economic Policy (RECE®Q5.

21



Violations of agency workers’ rights are also wigled among private agencies that supply
these services. Almost all violations involvedglé deductions from the workers’ wages.

3.1.2. Institutional status in employment: formal enployment, informal employment,
employment under civil law contracts

1) During the Soviet times strong employment gutaes existed, and employers could not
easily dismiss employees. That was why they uséfkreint informal methods to force
employees to termination of contract. In 1990slthkour code was considerably changed, but
many restrictions remained. Employers got an opdtst to sign labour contracts for a fixed
period of time not more than 5 years and contrémtgperforming certain work. But after the
wide expansion of temporary labour and contracesl iy employers to make dismissals easier,
several changes were made in the Labour Code ¢sticted the list of grounds for singing
temporary labour contracts.

In this section we will try to analyze the influenof legislative norms on the dynamics
of employment in Russia. It is necessary to empkatiat statistical data on this issue are not
full in Russia. Data of the Labour force surveyoallto estimate only the total number of
irregularly employed during the period of 1992-2Gfs a difference between the total number
of employed and the number of regularly employek Tack of data also can be explained by
frequent changes of employees classification byteghmas of labour contracts. For example, after
every change in methodology temporary and causplagment became more and more covered
by statistical reports, but the data for differgreriods became uncomparaBleBut in our
opinion, sharp increases in the number of irregulemployed in 1997 and 2001 (See Annex:
Tables 3.1.7) cannot be explained only by the casug methodology.

According to the Table 3.1.7, during the considepediod the number of employees
varied wavy. For example, it decreased from 55.ani in 1995 to 54.8 million in 1996, then
grew to 57.2 million persons, and in 1998 againh t@l55.7 million persons. Since 2000 the
number of employees has tended to grow. In 2006ntiveber of employees reached 64.6
million.

The number of non-hired workers also changed, putekatively higher rates than the
number of employees (See Annex: Figure 3.1.7).marimum reduction (almost four times) of
non-hired workers was observed in 1998 (in 199% tmember was 8.8 min. persons, while in
1998 — only 2.8 million, but in 1999 it grew agairup to 6.8 million persons). Since 2000 the
number of non-hired workers has tended to decresms,in 2006 it amounted to 4.6 million
persons.

The decrease of the number of hired workers in 11988 was caused mainly by the
reduction of the number of employed under reguédbolr contracts, while the number of
irregularly employed grew (See Annex: Figure 3.1.8)

For example, by 1998 the number of employed deeteéy 12.6 million persons, the
number of regularly employed — by 10.8 million mers (17%), while the number of irregular
workers grew by 1.2 million (70%). It means thaee\during the economic recession temporary
jobs were created, while permanent ones were adsttuThe financial crisis of 1998 caused
personnel reductions on many enterprises and thelaament of informal labour relations. For
example, oral agreements between employers andogegd became widespread. According to
the survey of the Institute for Comparative Lab8tmdies, the share of workers working under

% Gimpelson V.E., Kapelyushnikov R.l. (ed.) Non-stard employment in the Russian economy (in Russian)
Moscow, HSE, 2006.
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oral agreements was 18% in the new private seetdeilprises that were established during the
transitional period).

During the postcrisis period (1999-2002) when teenemic growth began, the total
amount of employed began to gradually restore. 98912001 irregular employment slightly
decreased, but then again began to grow (up todlidn persons in 2002). The total gain of the
number of employed can be divided into the growdhnected with regular workplaces (3.8
million) and temporary ones (1.3 million), i.e. tharity between them was approximately 3:1.
Still the total number of regular workplaces wastib3es higher than the number of irregular
ones. That is why the latter had grown by 44% yedrs, while the former — only by 7%. As a
result, the share of temporarily employed in thaltaumber of employed increased from 2.8%
in 1992 to 7.2% in 2002.

After 2002 the actual role of irregular employmenRussia has grown significantly (the
number of irregularly employed reached 7.9 millparsons). It can be explained by legalization
of labour relations as a result of several govemtmeeasures (the establishment of the unified
income tax at the rate of 13%; the adoption ofritbev Tax Code and new labour legislation;
liberalization of the use of temporary labour cants in 2002, etc).

According to the Table 3.1.7 and Figure 3.1.8, miyithe last years the share of working
under the definite-term contract was increasin@d@2 the list of grounds for signing temporary
labour contracts was widened. It allowed to conellabour contracts for those employees who
were previously informally employed or worked undke civil contracts (e.g., contract for
performing certain amount of work or rendering g=s). It can be proved by statistics of 2003-
2004 on the number of working under fixed-term cacis, working under oral agreements and
occasionally employed. The number of working uniibed-term labour contract grew by 1.8
times in comparison with 2002).

It should be noted that a two- times increase efrtbmber of seasonal casual workers
during the period of 1998-2003 can be also expthimethe use of foreign workers labour, that
was being gradually legalized through migrationiggomeasures. In 1995-2004 the number of
foreign workers increased. Among sectors attradoveseasonal workers are housing and public
utilities, wholesale and retail trade, for whickglishare of foreign workers is observed. For
example, by 2004 the number of foreign workers eygd in wholesale and retail trade had
increased by 18.9 times in comparison with 1995%ansing and public utilities — by 21 times
(See Annex: Table 3.1.9).

According to social surveys carried out in 2007ty Russian centre of public opinion
research (WCIOM¥? 54.9% of survey participants were employed attithe of survey (52.5%
in 2005). Among them 92.8% and 92.7%, accordingbyld be considered as employees. So
most of employed respondents worked on a reguddficial” basis (See Annex: Figure 3.1.9).
7% were working under oral agreements in 2007, evadcording to Clark, in 1998 this figure
was 2.6 times highé.

2) The role ofinformal employmentin the Russian labour market is ambiguous. Orotiee
hand, informal employment leads to such phenomsragetormation of labour relations, risk of
labour rights violation (e.g., absence of employtmguarantees in case of illness, absence of
compensations in case of traumas, illness, dack of social and tax payments, including

% These surveys are regularly carried out among p&@dle in 153 settlements in 46 Russian regiohe. Sample
is representative, statistical error does not ek@&4%.

%0 Clark S. New forms of labour contracts and labitexibility in Russia (in Russian). Voprosy ekondini1999.
http://socnet.narod.ru/kollektives/ISITO/librarytiates/Clark/Clark-forms.htm
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payments to social and pension funds, and, asudt,resv pensions and social benefits. On the
other hand, according to the results of severatamwhes, rates of participation in informal
employment significantly correlate with the indioest of fraud against employers, wage
payments bypassing taxation, etc. And informal @yplent can also play a positive role in the
labour market:

» Firstly, it reduces actual unemployment and tensmothe labour market. For example,
the share of informally employed workers amongsteged unemployed is higher than
among employed.

» Secondly, it gives people a chance to earn monkgsd who regularly work on the
terms of informal employment on the average hawghdri incomes than officially
employed workers.

e Thirdly, it promotes competition in the labour meirk

For example, from the point of view of researchdrgformal employment, most important
features of the Russian labour market were var{oududing informal) ways of adaptation:
compulsory leaves without pay, wage arrears, shasages, innovative forms of employment,
etc. The domination of informal relations betweeorkers and employers softened the costs of
transition and simultaneously reduced its rates.

Because of complexity of an estimation of infornehployment in Russia, different
qualitative methods of analysis, indirect and ekpstimations are used.

According to the results of a survey carried outAmgust-September, 2001 among 150
expertss more than one third of them could not quantitdyivestimate scales of informal
employment not only across Russia as a whole, \®n & the regions. Experts just noted that
the scale was great and tended to grow. Estimabbrexperts who attempted to give them,
varied from 3-5% to 40-50% and even 80% of totapleyment. The most common estimation
was 25-30% of economically active population (abb@#22 million persons). Such variation of
estimations can be explained by limited informatiand the weakness of theoretical and
empirical concepts and criteria of informal emplerh

Unfortunately, statistical data on informal emplamh is also incomplete. Nevertheless,
more or less exact estimations of informal emplaytme Russia do exist — for example, data of
the Department of Labour, Education, Science antufeuStatistics at Federal statistical service
of the Russian Federation. According to this squirte2004 12.7 million workplaces (18% of
the total amount) belonged to informal employmdéit% of these workplaces (10.3 million)
were primary job workplaces and 19% (2.4 milliorgeeondary ones.

94% of the total number of workplaces of informatpoyment belonged to the informal
sector of the economy, and 6% were informal wordgdan the formal sector.
From 2001 until 2004 the number of workplaces dbimal employment increased by 2.7
million (or by 27%) that provided the gain of totabmber of workplaces in the Russian
economy by 0.8 million, or by 1.3 %.

Dynamics of informal employment in Russia in acemrck with the Rosstat data, is
illustrated in the Figure 3.1.10 and Table 3.1.264 Annex). As a whole, the share of workers
employed at the secondary job in the informal gedézreased in 2003-2006, while the share of
workers employed at the primary job grew.

31 Association of regional sociological centers «Grou789”: Informal employment in Russia.

http://www.789.ru/new/index.html?id=2193
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It should be noted that there is a difference betwthe terms “informal employment”
“employment in the informal sector”. In the formmase the main criterion in the identification
of this kind of employment is the absence of formegjistration of labour relations, in the latter —
the absence of the state registration as a legabpelt is more correct to identify informally
employed as those working without formal labourtcact. Such employment can be caused by
different reasons: inflation, which decreases pasoiy power of wages; the absence of
registration skills or lack of information aboutetlmights that work under an official labour
contract gives, etc.

We can name several types of informal employment:

» Fictitious employment - «dead souls» in the entsepstaff, i.e. when a worker is on the
list of employed but actually does not work;

e Unregistered employment — employment without regigin on the labour contract;

* Non declared employment — such employment where tiseat divergence between actual
and formal wage, i.e. there are “shadow” wage paysi® avoid taxation.

These forms are closely interconnected in the labtarket.

Informal employment is one of informal practiceatthan exist in the labour market. It is
characterized not only by the absence of a forrababuir contract; it can also bring certain
income to its participants. That is why, accordiagesearchers, the main reasons for spread of
informal employment are: aspiration for earning eyand improving well-being; aspiration for
lowering costs and raising production volumes byirgaon social payments; and, finally, the
existence of possibilities to avoid taxation.

The development in Russia of an extensive inforseator was also caused by the strict
regulation of the labour market by the Labour C¢algopted in 1971, was in force till 2002).
Rigid employment protection legislation influendashaviour of both workers and employers.
By putting various additional obligations on emmog; this legislation raises labour costs (for
example, costs on dismissal of regular workers) aedce, reduces demand for it. This in turn,
influences labour mobility between employed andnupleyed workers (reduces movement
from employment to unemployment and inactivity andvement into employment, because it
blocks the creation of new workplaces), reduceddhel of employment and raises the level of
chronic unemployment. In Russia rigid labour legfisih in the beginning of 1990s made
impossible mass layoffs for many enterprises dudighh costs of their realization. On an
average, the costs of dismissing an employee dumexgs layoffs amounted to 5 monthly wages.
It has generated such phenomenon, as mass adatiuestieaves (on the initiative of an
employer, partly paid or unpaid) at those Russiaererises which were in a difficult financial
situation (See Annex: Table 3.1.11). The positibauzh workers on the labour market could be
called dual. On the one hand, they were de jurel@rag, but on the other hand, they had to
search for additional sources of income. Usuallgséh sources include working under oral
arrangements, without written labour contracts,a@hort term period and for cash nontaxable
payments, etc.

During the process of discussion of the new Lalioode of the Russian Federation the
validity of its norms from the financial and ecoriorpoints of view was assess&dt allowed to

%2 For example, in 2001, before the adoption of tie habour Code, the Bureau of economic analysiizezhthe
project “The analysis of comparative costs of thalization of norms of the labour legislation”.was the first
attempt to estimate the real number of workerstf@nbasis of RLMS data for 1998) that are entittedlifferent
privileges and benefits, and on the basis of iestimate the costs of realization of legislativenm® from the
employers’ point of view (See How much the new Lab@ode costs? (in Russian). Moscow Carnegie Centre
Working materials. 200INe3 (ed. Kudyukin P.M., Maleva T.M., Surkov S.V.)).
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reveal not only advantages and shortcoming of th@éeCbut also to formulate some conclusions
concerning the rigidity of norms existed in the bbour Code.

The draft of the new Labour Code appeared to beene@pensive for employers (by
2688.1 million rubles, or by 8.3 %) in comparisoithathe old Labour Code. But, nevertheless,
experts who took part in the assessment noted aepesitive features of the new act. For
example, “... improvement of the situation in thddief labour relations and investment climate
is reached not only by the decrease of financed lon employers, connected with performance
of norms of the labour legislation, but also by th@onalisation of procedures of hiring and
dismissals, personnel management, etc. Thus ilitédes recruitment of workers on a trial
period and signing temporary labour contracts” (8eeex: Table 3.1.12).

The new Labour Code contained the expanded liggrofinds for signing temporary
labour contracts making opening this opportunity $mall enterprises, employers-physical
persons, pensioners, persons who studied undeintimal (day) form of education, etc. It
allowed to partly legalise the previously infornt@bour relations. Although, this norm does not
give the full permission to use such form of labrmlations.

The data of the Table 3.1.12 show that macroeconmamicators — such as employment
and unemployment rate — cannot unequivocally contine positive effect of the new Labour
Code on the labour market; probably for this pueptbe longer period is required. The tendency
of increase of employment level was observed in02Z2@01, and, apparently, it was not fully
connected with the occurrence of the new labour. l@w the other hand, the average yearly
number of employed at industrial enterprises, desgd, while the number and share of
employed in the informal sector grew.

In 2002-2003 the Centre for labour researcheseadigh school of economics (Moscow)
and WCIOM carried out the series of survEysmong large and medium industrial enterprises
to estimate the attitudes of employers toward i habour Code. The results of the survey
allowed to make the following conclusions: «... therarchy of estimations concerning various
consequences of introduction of the new Labour Cadenough steady. Among the positive
(from employers’ point of view) features are tengrgrlabour contracts and possibilities to hire
workers on a trial period. Negative consequenceside the frequency of checks of the Russian
labour inspectorate, judicial claims against emeisy and workers that began to stop working
because of wage arrears. The increased volumedftape” indicates the growth of bureaucratic
costs (See Annex: Table 3.1.13). In 2006 severanaiments were introduced to the Labour
Code, but we cannot estimate their consequences yet

On the Russian labour market the main variantseo$gnnel hiring are working under
the labour contract, under the civil contract agesth with another legal person (hiring through
intermediate party), and under the civil contractiaged with a work performer — physical
person.

% The sample included enterprises of all types ofenship, different branches, scales and regiongufAB00
enterprises were surveyed (See Gimpelson V., Kapbhikov R., Khakhulina L. The new Labour Code: has
changed something? (in Russian). Monitoring ofgthblic opinion: economic and social changes. 200&t-April,
Ne2(64); Gimpelson V., Kapelyushnikov R. Labour Collas it changed the behavior of enterprises? (ssian).
Moscow, HSE, 2004).
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3) Employment under the civil law contracts

Since recently the data on the number of employelkuthe civil law contracts has been
gathered. In 2003-2004 this amount decreased rharelty 200 thousand persons per year, and
by 2004 the number of employed under contractayieeanents counted for 887 thousand
persons (See Annex: Table 3.1.7).

In 2004 the maximum share of total employed workeese employed in trade and
catering (381 thousand persons), manufacturing fhidGsand persons), building (107 thousand
persons) (See Annex: Figure 3.1.11).

4) Teleworkingandagency labourhave not been yet assigned in Russian legislati@amy
employers using this legislative gap to violate kevs’ rights. They frequently do not register
these relations at all, and as a result employnmeintators can be underestimated in Russia. Or
they try to reduce institutional risks and arrafeggour contracts under the typical form without
specifying features of remote labour relationsigitso for 91% of teleworkers, according to
expert estimationd) or civil-law contracts which deliver employersitaisks of responsibility

at the workplace (the necessity to provide safevemitking conditions, social security, etc.). The
problem is that teleworkers usually are not infodnmedbout their rights in concluding labour
contracts under special form that provide a tel&aowith additional rights for the specificity of
his/ her work.

According to the survey conducted in 2005-2006, &8Pdeleworkers worked under
contractor's agreements, while 91% - under labontracts®

In our opinion the thorough analysis of these proid is required to further include
teleworking into labour legislation, especiallyitak into consideration a wide expansion of this
form of employment at the microlevel.

5) As far assecondary employmens concerned, in 2001-2006 the majority of seconda

employed were regularly or casually employed (SeeeX: Figure 3.1.12, Table 3.1.14). It is

noticeable that the increase in the number of dgsemployed leads to the decrease in the
number of regularly employed. The share of secondaiployed working under the contract on
performing the certain volume of work or servicesninimal. But since 2005 it tends to grow. It

can be a result of increasing interest to the iatige forms of employment and agency labour,
which assumes the arrangement of contract on rewgef services.

Current labour legislation does not include normgutating tripartite labour relations
(between a hired worker, private employment agemcy employer). A basis of labour relations
is a labour contract between an employer and anogmg@. Thus, agency labour is not legitimate
in Russia. And accordingly, the institutional staim employment for workers as participants of
agency labour is still not defined in Russia.

But the actual existence and development of the fws of employment on the
Russian labour market makes the Government to dpvedrms and standards which legitimate
innovative forms of employment, protect interestsah working citizens on any terms of
employment (e.g., currently the bill on agency labs widely discussed by social partners).

% Ludanik M.V. Telework in Russia: development pextjves and regulation (in Russian). Standardvifdi of
population in Russian regions (journal of the Raisstentre for standard of living research — VCUBS)gust-
September, 2007.

* Ibid.
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And the main purpose of such acts should be thegtioreof conditions for the realisation of the
right of each citizen for decent work.

3.1.3. Mobility and duration of employment on the Rissian labour market

Mobility is one of the main labour market indicatoOn the basis of labour mobility
analysis we can get information on the labour reses) labour market adaptation to economic
shocks, employment restructuring and the distrdsutf workers between sectors of economy,
flexibility of the labour market, expansion of fiele forms of employment, etc. (See Annex:
Figure 3.1.13).

The dynamics of the number of employed in differeranches of economy shows the
existence of labour mobility. Mobility of workers ithe Russian economy for the considered
period has a number of features caused by theticarad economic shock.

According to the majority of researchers, throughallyears of reforms in Russia high
rates of workers turnover have been observed. Vatynterminations have prevailed over
involuntary ones. The main ways of employment aataggt were and still remain working for
incomplete working hours, administrative leavescoselary employment, employment in
informal sector, wage arrears and latent paymevdagé arrears).

According to the research carried out by Smirnyh®t.on the basis of RLMS data, in
1994-2001 the share of persons employed at the ginterprise for less than one year prevailed
(See Annex: Table 3.1.15) — it increased from 2&%994 to 32.5 % in 2001. The share of
employed for more than 10 years from 32.7 % in 118927.8 % in 2001. The share of employed
for 1-3 years slightly reduced, while the sharemotking for 5-10 years increased. The latter
share belonged to workers with 3-5 years of tenure.

The distribution of workers by tenure in 1994-2081U-type (concave) as follows:
extreme groups are the most numerous, while tiseaiefall” in the centre of the distribution.

Researchers conclude that the average tenure igieR(i& years) is less than in the
developed countries (11 years) and in other caestwith transition economy (9 years). The
quantity of contracts with the duration of employmep to one year increased (over 30 %),
while in the developed countries and in the tramsitountries was twice lower.

Further analysis of labour mobility can reveal meesof divergence between the practice
of labour relations and the institutional norms.

3.2. Wages

The analysis of wage trends in Russia containgtignsection is based on the following
sources:

» data of the official periodic statistics (Rossf{@iygregated data on average wages,
including wages by branches, kinds of economio/eigtiregions, etc.) These data
are compiled on the basis of the enterprises’ssiedi reports;

» results of the Rosstat surveys among enterprisgsvarkers (Survey on workers
distribution by waged’ Enterprise survey on average wages by categofies o

% Smirnyh L.I. Duration of employment and labour riibp(in Russian). Moscow, TEIS, 2003
371t is annually carried out by the Rosstat sinc@®0covers 20% and more enterprises of all kindecmhomic
activities and types of ownership, except smalkkrrises.
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personnel and occupational groufis)These surveys allow to get aggregated data
on the average wage and its structure by occumteducational level, gender,
work experience. They also provide microdata tovede the impact of different
characteristics of workers and enterprises on Vieeage wages;

« household surveys (RLME,NOBUS Household budgets survey (OBDH)
that allow to carry out microlevel analysis, ande&iimate influence of various
factors on wage differentiation, wage inequalitigcdmination and poverty.

3.2.1. Trends in real wages

In 1995-1996 both nominal and real wages in Russigased, although by decelerating
rate, due to the general crisis of the Russian @ogn wide-spread wage arrears and the
effective working time fund decrease. After the 8 9®ancial crisis, devaluation of rouble and
the sharp increase of inflation the nominal wagatstated in US dollars and the real wages
were going down till early 2000, while the nominghges in roubles grew. The inflation rate
during that period exceeded nominal rouble wagetiroates.

In 2000 the Russian economy started to revive, lwhad a positive effect on real wages.
Since the nominal wages grew faster than inflatrea) earnings were growing steadily from
2000 to 2006 (approximately by 14% a year) (Seeehppx: Figure 3.2.1, Figure 3.2.2). The
positive trend was that in 2005-2006 after a longis the real wages reached the prereform
level.

According the Rosstat, nominal wage growth outrdab®ur productivity growth, which
implies additional costs for employers. For exampie2002-2005 wages grew by 65%, while
labour productivity increased only by 20%; in Jagu@arch, 2007 — by 15.5% and 7.8%,
accordingly (See Appendix: Figure 3.2.3). This dan explained by a favorable economic
situation and high world prices on raw materialsl aome other goods exported from Russia.
Employers could increase wages without adequateugtivity increase. According to experts,
such outrunning wage growth in Russia can contiforea few more years. Then it will
inevitably stop due to natural macroeconomic regoms. In any case, the problem is not in the
fast wage growth but rather in the slow produdfitficrease’

% |t was carried out by Rosstat in October, 2005 emvered enterprises of sectors. except agricylforestry,
fishery, finances and public administration. Thempke did not include small enterprises (with lekant 15
employees). The data base includes microdata oth@8&sand workers across 87 Russian regions. Takntomber
of workers at surveyed enterprises equaled 29.J&mipersons (80% of all workers employed at lamgd medium-
size enterprises).

% The Russia Longitudinal Monitoring Survey (RLMS)d series of nationally representative surveyigded to
monitor the effects of the Russian reforms on heatid economic welfare of households and indivislualthe
Russian Federation. Since 1992 data have beertigalléhirteen times by the Russian research cébgmoscope”
and the University of North Carolina at ChapellHUSA). In 1994 sample was created anew, and sihea
surveys are have been carried out regularly (eXoed997 and 1999). Annually over 4500 househatdate than
12 thousand persons in 160 settlements are surv®I€dS is a unique Russian panel data base whiclelwi
covers social and economic issues (income and ekpea structure, well-being, education, employmemnigratory
behavior, etc.).

9 A national survey on households living standard participation in social programmess (NOBUS) wasied
out by Rosstat and the World Bank in May, 2003.

4 sample surveys on household budgets are carrietyothe Rosstat on a regular basis since 1952ayl titey
cover 48.7 thousand households in all Russian megidhe survey programme is multi-purpose; it costa
information on households expenditure and incorsewell as comprehensive demographic, social andosnic
data.

42 1) Kamara S. Russian wages became like Europees @m Russian) // Gazeta, 07.03.2007 (intervievts w
analytics); 2) Grontmaher E. Russian wages: sort@ifes // Vremya novostei, 20.09.2007.
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There are also some inter-branch differences ioualproductivity and wage growth
ratio (See Appendix: Figure 3.2.4). In general B022005° labour productivity tended to
decrease in all branches of the Russian econonsgpékotel, catering business and real estate.
The most significant decrease was registered inicatgre, forestry, transport and
communications. These sectors also had the bigggstoetween labour productivity and real
wage growth.

One of the main problems during the period underieve is widespread wage
differentiation. There are two groups of factoratttieterminavage differentiation in Russia: 1)
enterprise characteristics (geografic location,nbna size, type of ownership etc.), and 2)
workers characteristics (education, occupation, ggader, employment status etc.). We will
analyze them in succession.

1) Throughout the period under review significanterbranch wage differentiation
remained. The highest wages are in finance andngninidustry; the lowest ones - in agriculture
and forestry, public services (education, healtth social services, social protection). And this
gap gradually increases: from 4 times in 1995 tmés in January-August, 2007. Wages in
finance and mining sector (first of all in oil agds industry) grow faster, while in agriculture
and social services they grow more slowly thanaberage wages in economy (See Appendix:
Figure 3.2.5). This can be explained by favoralg@enemic conditions for the development of
the former group, as well as by the outdated nmaltbase and limited budget allocations for the
latter. And the gap is not connected to the difiees in working hours, because by the hourly
wages the second group is also at the bottom dfrduech list (See Appendix: Figure 3.2.6).

2) Wages vary at enterprises with differéypype of ownershipIn 2004 the gap between
average wage in foreign or joint ownership entsgsi and average wage at municipal
enterprises was more than 3 times, and this gags tenincrease (See Appendix: Figure 3.2.7).
The analysis by branches shows that the gap vénees 7 times in finance and insurance
(market oriented branches with broad foreign cépibatribution) to 2 times in social security
(mostly state and municipal owned or financed gmiges).

The greatest increase in wage differentiation Ipetgf ownership is observed in finance
and insurance (the gap between the maximum andmmumi monthly wages by type of
ownership in these sectors grew from 1.6 time9®@blto 7.0 times in 2004), construction (from
1.5 to 3.6), trade and catering (from 1.8 to 41%)(from 2.2 to 4.4). The main reason is the
inflow of foreign companies and foreign capitalarthese market oriented sectors in favorable
economic situation of 2000s. The only branch wiveage differentiation by type of ownership
has decreased was communications with its higphgotion of domestic enterprises and forcing
out of foreign ones (the gap decreased from 8.&4gim 1995 to 2.4 times in 2004). In other
branches, where type of ownership has not changeth ar where change of ownership type
did not affect greatly the distribution of worke@nd remuneration policy, the wage
differentiation by type of ownership remained altnasichanged. These branches are
manufacturing (3.0 times in 1995 — 2.9 times in@0@griculture (2.0-2.7), transport (2.8-2.4),
public utilities services (2.3-2.3), health andiabcare (1.5-2.0), education (1.6-2.7), science
and research (2.3-2.6).

3) Inter-sectoral wage differentiatiortends to reduce, although by decreasing ratel09@
the public/ private enterprises average wage vei® 63%, in 2002 — 73%, in 2005 — 67%.

43 Unfortunately, it is impossible to estimate thedgics of productivity for the earlier period byingsofficial data
because Rosstat publishes them only since 2003.
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4) Thesize of enterprisalso essentially influences wage differentiati@m the average,
the greatest salaries are received by employedarge enterprises (with more than 1000
employees). But in comparison with other factorsddferentiation the size does not make
essential contribution (See Appendix: Figure 3.2.8)

5) The inter-regional wage differentiationis the main factor affecting general wage
differences in Russia, although it has a slightdéscy to decrease. The ratio of the monthly
average wage in the region with the highest wagebd average wage in the region with the
lowest ones was 7.1 times in 2006 (See Appendourki 3.2.9). It is less than in 1995 (10.2
times) and this ratio tends to decrease since 2001.

Maximum wages are registered in the gas and otllymimg regions, even taking into
account higher subsistence minimum in these regidhs poorest regions are Central Russia
(except the cities of Moscow, Saint-Petersburg, ddas and Leningrad regions) and the
republics of the North Caucasus. These are regiotiis “old-time” industries, old enterprises
and outdated equipment, or agricultural regions.

The inter-regional wage differentiation is deterednby the region’s economy (its
specialization) and the subsistence minimum. IN320@ gap between the average wage in the
richest branch of real sector of the richest regind the average wage in the less paid branch of
the poorest region was about 40-45 tirtfes.

6) Wage arrearsare another factor affecting wage differentiatiorRussia. They reached
their peak in 1998, affected many enterprises aorkevs and caused a wide social unrest. On
the 1st of January, 2008 wage arrears equaled g66i®n rbl. and covered 200 thousand
workers living in 7 Russian regions. That was mie$s than in late 1990s, and today this
problem is not as actively discussed as beforee ldguositive role of the government should be
stressed. The government not only reduced wagararie budgetary sector, but also introduced
special sanctions for employers who delayed paysrtertheir employe€$.

The highest arrears were and still remain in ingugfirst of all manufacturing),
agriculture, and housing and public utility sergcén some branches (for example, education)
arrears were practiced by considerable number te#rgmses and covered many workers, but
they were insignificant in absolute numbers (Sepelalix: Figures 3.2.10, 3.2.11, 3.2.12).

It should be emphasized that, despite the reduafothe amount and scale of wage
arrears, in most branches the ratio of arrearfeotdtal personnel remuneration fund tends to
increase. It means that arrears are being rediicgtdyf all, at the expense of solvent enterprises
(and from budgetary allocations), while less susfténterprises facing shortage of own funds
get even deeper involved in wage arrears (See Ajppemore and more: Figures 3.2.13, 3.2.14).

7 Gender wage gamcreases every year: the ratio of the monthlyaye wage of women
to the monthly average wage of men has decreased 70% in 1998 to 61% in 2006 (See
Appendix: Figure 3.2.15). According to experts, thain determining factor was the sharp

4 Social atlas of Russian regions (in Russian). -dependent institute of social policy, Russia. -
http://www.socpol.ru/atlas/print.asp?f=/atlas/ovews/household/index.shtml.

> Since the 1st of August, 2007, if an employer ylelage payments for mercenary or other persoaabres, he
(she) will be punished by the penalty of up to 126usand roubles, and in some cases by imprisonafar to
two years. If nonpayments entail heavy consequerthespenalty will increase up to 500 thousand lesjband
imprisonment — up to three years. Before these gdwim legislation the amount of penalty variedhe range of
80-300 thousand roubles.
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growth of wage differentiation in Russia. It haslirectly increased gender wage gap: women
share in lower paid occupations and branches ishigher than the men’s shafe.

Among key factors that influence gender wage gagender asymmetry in branch and
occupational structures of employment. The sitmatiath gender inequality is different in
different occupations and branches.

The lowest wage gap is observed in branches witfndst women share in total
employment, e.g. education, health and social ¢heewage ratio is 85-87%). These are lowest
paid branches in the Russian economy. The gregdgsis observed in manufacturing, science,
transport (65-71%) (See Appendix: Figures 3.2.T@¢ duration of working hours for all kinds
of economic activities is lower for women, thus dengap in hourly average wages will be a
little smaller, but not significantly (by not motiean 3% points).

The greatest wage gap by occupation is observesprialists of medium qualification
(technicians and associate professionals), offioekars, workers in service sector, and shop and
market sales workers (30% of employed women octhese jobs). The lowest gap is observed
for specialists of high qualification and unskilledrkers (See Appendix: Figure 3.2.17).

On the average, for women with higher educatiordgemwage gap is smaller, especially
for those occupations that require high qualifmat{See Appendix: Figures 3.2.18, 3.2.19).

According to the Independent Institute of Socialid3p in the regions with relatively
“old” population and with a lower share of employed manufacturing, as well as in less
developed and agricultural regions with less edeccppbpulation the gender wage gap is smaller.
At the same time in the regions with highly develdpmining industry, relatively young
population and high educational level and inconemdgr wage differentiation is higHr.

8) Wage differentiation by age and occupatioifhe higher the job in the occupational

hierarchy the higher wage gap by age. Howeverheraverage, for all occupations the earnings
profile is slightly increasing till the age of 3@4years (except for specialists of medium
qualification, e.g. technicians and associate pifmals). Most likely it is explained by the

growing shortage of these workers on the labouketaand by ageing of available employees,
i.e. wage returns on the age as a whole is ingogmif in the Russian labour market (See
Appendix: Figure 3.2.20).

Researchers have offered such indicator, as “agenipm” (the difference between
average wages of workers of the given age and aticuyy and average wages of all workers of
the same occupation). Workers younger than 25 yeldrand workers of pre-retirement and
retirement age receive negative “age premium” (Sgeendix: Figure 3.2.21) — up to “minus”
30-60%. For middle-aged workers the “premium” isaimalthough positive — not more than
11% (for executive officers and managers at thecd@9-34 years). As a result, workers of the
most productive age, on the average, earn more 28&#4-year-old workers: the difference is
26%. The maximum indicator value is observed faceive officers and managers (56%), the
minimum one for unskilled workers (0%), and workemsgaged in housing and communal
services and trade (10%%).

“® Gimpelson V.E., Kapelyushnikov R.l.(ed.) Wage®imssia: evolution and differentiation (in Russiavipscow,
HSE, 2007.

4" Social atlas of Russian regions (in Russian). -dependent institute of social policy, Russia. -
http://www.socpol.ru/atlas/print.asp?f=/atlas/ovews/household/index.shtml.

“8 Wage determination: occupational analysis (L.Betulaya, V.Gimpelson, T.Gorbachyova, O.Zhihareva,
R.Kapelyushnikov, A.Lukyanova) (in Russian). Prapi#WP3/2007/05. Moscow, HSE, 2007.
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9) Earning profiles byvork experiencdook the same as profiles by age. Maximum wage
returns are observed for workers with experienceolg years, i.e. for those who received work
experience in the new economic conditions (except rhedium qualification specialists
(technicians and associate professionals)) (Seergyp: Figure 3.2.22).

For workers with the experience of less than 1 yesges are 32% less than the average
level (for executive officers and managers thisidatbr is the highest and equals 40%; for
unskilled workers it is minimal — 1%). Thus “expErce antipremium” is less than “age
antipremium”.

10) The highest average earnings are observedxixugve officers and managers (74%
higher than average monthly wages in 2005), thee¢dwnes — for unskilled workers (55% less
than average monthly wages in 2005) (See Apperdgure 3.2.23). The typical feature of the
Russian labour market is the gap between wagesigblykqualified specialists and skilled
workers and operators of machines and equipmembrling to experts, the reason is extremely
high share of highly qualified specialists in thetat number of workers in Russia. The
connection between professional qualification andges does exist in Russia, but this
connection is not linedr.

11) Higher education in Russia means higher easnimgespective of a worker’'s category
(See Appendix: Figure 3.2.24). The difference betwthe average monthly wage of executive
officers and managers and the wage of unskillekersris 5.4 times. Higher education gives the
greatest gain in earnings (as compared to the abseibasic general education) for medium
qualification specialists (130%), executive off€eand managers (95%), clerks (88%), the
lowest gain is not only for skilled workers (31%Wt also for highly qualified specialists (32%).

It is significant that, irrespective of their edtioaal level, highly qualified specialists
receive lower wages than skilled workers and opesabf machines and equipment. Experts
explain it by the fact that the overwhelming majpof highly qualified specialists are employed
in the budgetary sector with its relatively low veag’

12)  Although there are some research data on wag#se type of the contract, there are no
official data concerning wage gap between wage amriand those who are self-employed,
which makes the analysis impossible.

According to NOBUS, temporary workers’ monthly wagare approximately 12% less
than for regular employees; part-timers get 46% tean full-timers. However, if we compare
hourly wages, this correlation will look differeptbecause temporary workers have relatively
longer working hours (43.1 hours per week), and-pawers — relatively shorter ones (18.4
hours), than regular staff or full-timers (41.0 a4®l5 hours, accordingly). As a result, hourly
wages for temporary workers are 90% of wages afilaegvorkers, and hourly wages of part-
timers are 156% of those full-time employed. Thhe former lose, and the latter win in
comparison with those who are employed on stanctamditions®*

3.2.2. Wages and GDP

9 Ibid.

0 |bid.

*1 Gimpelson V.E., Kapelyushnikov R.l.(ed.) Wagesinmssia: evolution and differentiation (in Russiavipscow,
HSE, 2007.
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According to the Russian statistical agency, theximam share of wages in GDP
(53.6%) was registered in the 1st quarter of 18988 minimum one (36.3%) — in the 3rd quarter
of 1999 (the latter figure was the result of thegAst 1998 economic crisis). During 2000s the
wage share in GDP varied from 40% to 49% without distinct tendency to increase (See
Appendix: Figure 3.2.25). The share of the shadages® in GDP remained stable (11-12% of
GDP), which is still higher than 7.7% in 1995.

In general the wage share in GDP is low as comptrdtle prereform period when it
equaled 65-70%.

In the first quarter of 2007 the wage share in Gdb@Arply grew up to 51.4%, which
evoked heated discussions in the media and amagogrtex Some economists believed that it
was the beginning of a steady trend: high ratescohomic growth, wage growth and moving
wages out of shadow.

Other experts rightfully argued that the wage sharerease was a short-term
phenomenon. Indeed, in the 2nd quarter of 200@dtaehsed to 48.3% and for the whole year of
2007 it equaled 44.8%, while gross profits grewaasesult of increased gross receipts in
extracting industries.

If the wage share increases it would not mean thatRussian GDP structure will
become like the GDP structure in developed count@&eich wage share growth in Russia would
be disproportionate, because the structure of Gllpeaéion remains almost unchanged due to
the narrowness of consumer goods market in RuBsthis market is not widened then the
growth of wage share will lead to the inflationergrowth>?

3.2.3. Low wages

1) The Russian official statistics and studies Iyidase such indicators as share of
population with incomes below subsistence minimumd share of workers receiving wages
below subsistence minimum of able-bodied populati@o it is possible to consider it as an
official poverty line.

Purchasing power of the monthly average wage (#lation of the wage to the
subsistence minimum) is very low in Russia andag been low since 1990. In 2005-2006 this
ratio was approximately 3 times, or 73% of itselein 1990 (prereform period), despite the
increase in consumer needs (See Appendix: Figadr2a.

This indicator varies considerably between regiam006 the purchasing power of the
monthly average wage varied from 1.9 to 7.2 tim@®ss Russian regions. The greatest excess
was observed in the oil and gas regions, in Mosc®uwPetersburg; the minimum purchasing
power was registered in the republics of the N@#ucasus and some regions of the Central
Russia.

The share of population with income below the sstesice minimum has been gradually
decreasing since the beginning of economic growtRussia (from almost 30% in 2000 to 15%
in 2007) (See Appendix: Figure 3.2.27). Howeves theduction is slowing down, because,

°2 Shadow wages — wages in cash and in kind thatatreeported by enterprises. The amount of shadagew is
calculated as the difference between householdseneiure and their formal income. They include (il
payments to workers employed in education, healthsocial care, government authorities, unregidtpayments
of workers at private enterprises, etc.

%3 Nikolaeva D., Shishkin M. Wages have grown uphi® half of GDP (in Russian) // Kommersakt,114(3690),
03.07.2007. http://www.kommersant.ru/doc.aspx? Dpes79565.
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according to the World Bank experts, opportunifies poverty reduction based on economic
growth have gradually failed.

According to experts’ estimations, with due accotmtdifferent inflation impact on
groups with different incomes, the share of popotatwith income below the subsistence
minimum reached 40% in 2005, and the share of th@seng income below half of the
subsistence minimum was 1G6%.

Despite the overall poverty reduction, some dishghirends need to be noted. In 1992-
1995 socially vulnerable groups (pensioners, deshlgersons, large and incomplete families)
were the biggest share of the poor population. dute the end of 1990s they were joined by
another vulnerable group, namely working poor -edindied population with low wag#as.

Poverty growth among working population up to tkegibning of 2000s was related to
the differentiation and fall of real wag&sDuring economic recession the majority of empleyer
preferred to reduce payments to workers, insteadedficing the number of employees. In
addition, wage arrears became widespread, whickidembly worsened the situation of many
workers (wage arrears reached their peak in 1986r #he oil prices increased the budget
situation improved and wage arrears began to degyea

According to the Rosstat household budget sampleegs, more than half of the poor
and poorest population are employed, i.e. have jphidbut receive wages below the subsistence
minimum level and half of the subsistence minim@wel, accordingly (See Appendix: Figure
3.2.28). The results of the 2002 survey showed 408t of the poor and 43% of the “almost
poor” population were employed, 2% and 1%, accalginwere self-employed, and 1% and
2%, accordingly, were working pensioners. Estimaieshe household (not individuals) level
show that the majority of poor households inclutd&east one working member. About 87% of
the poor and 88% of “almost poor” population livesuch households. The analysis of poverty
profiles demonstrates that the majority of the pai@ urban families with children, as well as
working members that receive low wag@s.

Experts estimate that more than 40% of householtfsat least one member employed
in agriculture, 20% of households with at least amember employed in the market oriented
sectors, and 25% of households with all memberslamag in non-market sector — can be
attributed as poot’

Experts believe that the main source of householeépy in Russia is low wages: half of
households in the first household decile group haweking members who receive wages below
the subsistence minimum. Although, households aitleast one worker with a salary below the

* Russia - Reducing poverty through growth and s$opelicy reform. Report number 28923. Poverty
Reduction/Econ Mngmt (ECSPE), World Bank, 2004/@2/2

%5 Shvaryova N.V. Influence of economic growth on fheverty reduction: Russian experience, 2001-2005 (
Russian) // Leontief readings (conference pap@®)62\e4. http://www.journal.leontief.net/rus/2006/Shvamh

*¢ Razumov A.A. Poverty among able-bodied populatimalysis and methods of reduction (in Russianjskn
centre for standard of living, 2000. http://www.oei.gov.ru/files/journalsf/item/20060920092832.pdf

>’ The growth of poverty in 2000 is also explainedchgnges in methodology of subsistence minimurrutation.

® Russia - Reducing poverty through growth and s$opialicy reform. Report number 28923. Poverty
Reduction/Econ Mngmt (ECSPE), World Bank, 2004/@2/2

%9 Lukyanova A.L. Dynamics and structure of wage iraify (1998-2005) (in Russian). Preprint WP3/2067/—
Moscow: HSE, 2007. — http://new.hse.ru/sites/infmsgpodrazd/uvp/id/preprints/DocLib/WP3_2007_06.pdf
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subsistence minimum, are well represented in ail@groups; up to the ninth group their share
decreases but not below 26%.

The overall share of workers, receiving wages equdlbelow the subsistence minimum
considerably varied during 1995-2006, and sometiiness close to 50% (during the crisis and
postcrisis periods — 1995, 1999-2001) (See Apperkdgure 3.2.29). But after 2001 the share of
working poor tends to decrease: it fell from 3392002 to 22% in 2006. Experts explain it by
the increase of the minimum wage standards andetiections of low qualified personnel
carried out by enterprises, with resulting decredshare of low paid workefs.

There are some sectoral differences in the shaveod{ing poor (See Appendix: Figure
3.2.30). The biggest share is observed in agriiltculture and art, education (more than 40%
of employed in these branches received wages bievsubsistence minimum in 2004)The
lowest share was registered in banking, transpoanufacturing and construction (less than
15%). So there is strong correlation between traeslof the working poor and the average
wage; employment in the branches of the first grimgpeases the risk of poverty.

In 2007 the greatest share of workers with wagéswbéhe subsistence minimum was
registered among those employed in education, @grme, health and social work (See
Appendix: Figure 3.2.31). It can be explained nollydy low wages in these branches, but also
by the scarcity of budget financing, by wage aseand the use of payment system based on the
uniform wage rates schedule, where wage rates Her bottom categories are below the
subsistence minimum.

It should be noted that some experts consider ubsistence minimum in Russia to be
understated, so according to them, the share dfimgppoor in Russia is higher than the official
estimate$?

2) According to the ILO’s measure of low wages (60%the average wage) during the
period of 2000-2006 the share of workers with wage®w that level, varied from 44% to
52.5%°% After 2003 this indicator stabiled at the leveldd®. So about half of all employed in
Russia can be considered as low paid workers (Ppemdix: Figure 3.2.32). It is more than the
share of working poor because during 2000-2006 60%he average monthly wage in Russia
was higher than the subsistence minimum (in 20A002 times, in 2007 — 1.74 times) (See
Appendix: Figure 3.2.26). The excess tends to as®ebecause during the period of economic
growth the average wage grows faster than the stiebpsie minimum.

At the same time, although low wages are considbyedxperts to be one of the main
sources of poverty in Russia, comparing estimathlmased on the subsistence minimum and on
the ILO criterion, we can say that not all low pawdrkers in Russia can be considered as
working poor according to the Russian national ddads (especially if we analyze poverty
among households and not among individuals). Bssia®onlighting is widespread in Russia,

% Ovcharova L.N. (ed.) Incomes and social servigesquality, vulnerability, poverty (in Russian).lrdependent
institution for social policy, Russia, 2005. httpvww.socpol.ru/publications/bookl.shtml

®1 Russian social policy survey. The beginning of )QT.M.Maleva, N.V.Zubarevich, D.H.lbragimova e¢in
Russian). Moscow, Independent institute for sqoddicy, 2007.

%2 1n 2005-2007 the living wage for Russia has narbeounted by Rosstat, that's why we have data famliyhe
period of 2000-2004.

%3 vyzhutovich V. Interview with S.Glaziev (deputy tfe Russian parliament — Duma) and A.Nechaev @orm
minister of economy) // Rossiyskaya gazé&#,331, 03.04.2007.

® These data were obtained during sample enterptisgeys. These surveys have been conducted sir@@ 20
Earlier official data concerning workers distritautiby wages is not available and we cannot caleuls share of
workers with monthly wage less than 60% of the agerevel.
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especially among low paid workers. For those whihair primary job receive wages below the
subsistence minimum, taking an additional job hétpsicrease their income. As a result, such
workers can be considered as a low paid (at tmegoyi job), but not as working poor.

The persistence of a large share of low paid werkerRussia can be explained by
several factors: government policy of inflation troh relatively high share of workplaces for
low-skilled workers; increased share of able-bodpapulation coming from families with
restrictions on full productive employment, formasia result of weak development of the social
services sectof?

It is notable that the largest share of workergikaog wages below 60% of the average
wage in a branch is observed not only in the lowesd branches (agriculture, health and social
care), but also in most highly paid ones (financé banking, communication, real estate) (See
Appendix: Figures 3.2.33).

Unfortunately the official statistical data doed athow to estimate the share of low paid
workers by the ILO criterion in the Russian regio&e only have data on the share of workers
receiving wages below average regional wage in Z20@3. These figures do not reflect
considerable inter-regional differences and dynandaring that period: 60-70% of Russian
workers had wages less than the average wage regiens where they worked.

3) Russian researchers also use such criterioomofMages, a50% of median wageFrom
2000 till 2005 the share of workers receiving walgelew this level fell from 24.9% to 18.9%.

In any case among researchers and experts ther@ single clear explanation of the
phenomenon of poverty and inequality reduction ins$éa after 2001. Among the most
significant factors are economic growth (rouble aastion, import substitution, the decrease of
wage arrears and unemployment, working hours iseseatc.). Labour demand grew and
expanded not only because of raw materials pric@aggup, but also because of some
institutional reforms (minimum wage increase andegponding increase in wage rates of the
Uniform wage rate schedul®).

3.2.4. Minimum wage

The ratio of minimum wage to the average wage e Russian economy was 9.3% in
2006. During 1990-2000s this share varied from 3286. The ratio of minimum wage to the
able-bodied population subsistence minimum was déssle. Since the beginning of economic
growth in 2000 the purchasing power of the minimwage rate has gradually grown, although
very slowly and it is still much less than 1 (0i252006) (See Appendix: Figure 3.2.34). This
growth was a result of the improved economic situnain Russia and of the Government policy
of gradual adjustment of the minimum wage to thesgience minimum. The latter means that
the Government raises the minimum wage faster tihrsubsistence minimum grows, although
these measures practically do not affect the mimrboraverage wage ratio. Besides, thanks to
the oil prices and budget proficit growth theraisopportunity to raise wages for workers in the
budgetary sector (one of the least paid sectors).

% Russian social policy survey. The beginning of ®0QT.M.Maleva, N.V.Zubarevich, D.H.lbragimova e(n

Russian). Moscow, Independent institute for sqodadicy, 2007.

% Lukyanova A.L. Dynamics and structure of wage iraify (1998-2005) (in Russian). Preprint WP3/2067/—

lgéloscow: HSE, 2007. — http://new.hse.ru/sites/infegdpodrazd/uvp/id/preprints/DocLib/WP3_2007_06.pdf
Ibid.
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As a whole, during 1995-2007 the share of workecgiving wages equal and below the
minimum wage rate was rather stable — 1.6-2.4% pgendix: Figure 3.2.29). The rarer were
minimum wage rate revisions and the faster waggtbesth of nominal wages of employed in
the economy, the lower was that sh¥re.

At the same time the share of workers that recemges equal or less than the minimum
level varied considerably across branches of thesian economy (See Appendix: Figures
3.2.35). In 2007 this share varied from 0-0.2% ining, quarrying and manufacturing to 6.4%
in agriculture and forestry. Over 40% of workerseiged wages equal and below the minimum
wage rate were employed in agriculture, 10% - cation, 4% - in health and social seétbr.

Using the data of the Labour force survey of 208#garchers have drawn up a social and
demographic portrait of those receiving wages eguadlbelow the minimum wage in Russia. In
this group the majority are women workers (64% @®gared to 55% among those with wage
higher than the minimum rate). It is mainly coneectvith inter-branch distribution of the
minimum wage receivers, among whom the share ofi@reg in education — a sector where a
share of women is relatively higher than men. Yowamgl elder workers and workers with
relatively low educational level also prevail amanimimum wage receivers.

There are plans to further increase the minimumenadge and to bring it closer to the
subsistence minimum. The Russian Government hagestefl a phased plan to raise the
minimum wage rate: first phase from 1 December820@ 3000 roubles, second phase from 1
of October, 2009 — to 3500. By 2011 the Governnpdants to adjust the minimum wage rate to
the subsistence minimum. The Parliament (Duma) €ibanbmitted for the consideration of the
Russian Tripartite Commission a draft law on th@imum wage rate increase to 4300 roubles
by the 1 December, 2008. According to legislatdrsyill equal to 96.8% of the subsistence
minimum by that date and will allow to reduce thember of working poor.

According to experts from the Ministry of HealthdaBocial Development, it is too early
to make a decision on such substantial increasteofminimum wage rate, because it will
influence different economy branches in a diffensat and may lead to disproportions between
them. This opinion of the Russian Government wapsted by employers, but provoked the
conflict with trade unions who advocated increasthe minimum wage rate. According to the
chairman of the Federation of Independent Tradeohdniof Russia, essential increase in the
minimum wage rate will allow not only to raise thvage of the least paid workers, but also to
reduce shadow payments to workers and thus toqrtbteir rights. The increase will also lead
to higher payments to the non-budget social fulidsde unions believe that the law is aimed at
the improvement of workers living conditions andgtshould be supported.

However, the latest significant (by more than 10082300 roubles a month) increase of
the minimum wage rate (as from 1 September, 20@58) ot assessed as fully positive, because
all additional payments and allowances were inaudet. Taking into account that the variable
part capture about 40-120% of total earnings, @éehbwage rate can still remain low after the
increase of minimum wage and changes in its strectu

Among researches there is a widespread opiniortlieasize of the minimum wage rate
in Russia is not at all grounded. It is rather suteof transformations of the Soviet minimum
wage and spontaneous revisions which were cartedy authorities under inflation pressure

% Gimpelson V.E., Kapelyushnikov R.l.(ed.) Wagesinmssia: evolution and differentiation (in Russiavipscow,
HSE, 2007

% |bid.

©lbid
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and during the economic crisis of 1990s. Besidas,noted that low state guarantees concerning
the minimum wage rate result in its vulnerabiligfdre taxation of wages in the range from the
minimum wage rate to the subsistence minimum. lmsehat a worker receiving wage in this
range, pays the income tax at the same rate, aghait workers and, thus, gets into “inflation

(poverty) trap™’*

Still there are positive trends in the sphere ofimum wage regulation. One of them
was the delegation of authority to the regionahauistrations to establish regional minimum
wage rate but not below the Federal level (siheelist of September, 2007) (before that there
had been a uniform minimum wage rate for all regiestablished by the Russian Government).
Now the minimum wage rate will take into accourgiomal differences in the standards of living
and wage regulation. However, according to the Fédabour agency the activity of regional
authorities in establishing local minimum wagestis low. .

According to the data of 2000-2006, correlationassn the minimum wage rate and the
share of the workers receiving wages below 60%hefaverage level is insignificant (-0,08). It
means that there is no direct linear influencehainges in the minimum wage on the share of the
low paid workers in Russia. This could be assuntddast on the ground that the dynamics of
minimum wage rate and average wages in Russidfesaht, and they are not connected with
each other.

According to the data of 1992-2007, correlationasetn the minimum wage rate and the
share of population with incomes below the subst#eninimum is significant (-0,88). We may
assume that there is a linear feedback: when timmam wage rate grows, the share of poor
population decreases. On the other hand, it maglgimean that during the period under review
the Government raised the minimum wage rate acogtdi subsistence minimum growth rates.

We have also calculated correlation between thaénmoim wage rate and the share of
working poor by branches of the Russian economg gtiare of workers receiving wages equal
and below the subsistence minimum of able-bodigzliladion). For 1995-2004 (See Appendix:
Figures 3.2.36) for all branches this indicatoragd (-0,89) and more (in absolute value), i.e.
the minimum wage rate increase had led to thefsignt reduction of the share of the working
poor in all branches. It is notable that the catieh is rather low both for agriculture where the
share of working poor and the share of workers widiges equal and below the minimum rate
are high, and for transport where they are relbtil@v. By contrast, correlation is higher for
both manufacturing and construction, where smathimer of workers are poor, and at the same
time for trade where this number is higher. Su¢hasion, in our opinion, can be explained by
branch differences in the depth of poverty (dewratof actual wages from the subsistence
minimum of able-bodied population) among workefghis deviation is insignificant then the
minimum wage rate increase reduces the number afkimg poor in higher degrees
(manufacturing, building, trade), and vise-versea@riculture and transport the depth of poverty
among working population is rather high).

Nevertheless, experts emphasize that poverty lisvigifluenced not only by the direct
increase in minimum wage but also by changes ireveagl income differentiation and changes
in enterprises remuneration policy.

Specialists from the Independent Institute of Sde@licy assessed several scenarios of
the minimum wage growth. According to them, raismmimum wage up to 50% (75%) of the
subsistence minimum without changing the existimgpme differentiation will reduce poverty

" yakovlev R.A. On wage regulation in the Russiaddtation. Report. Scientific research institutelérour and
social security. http://niitruda.ru/publicationskid1.doc.

39



by 40% (53%). If this increase is egalitarian (r@dg income differentiation, i.e. raising all
wages by the same rate), then poverty will be reduzy only 11% (23%). This difference in
results is explained by that wage levelling whdesing minimum wage reduces work incentives,
especially among highly paid workers and lead$ieoexpansion of the informal sector. That is
why poverty will not decrease substantially in #hessenarios. Besides, the depth of poverty
remains almost unchanged in all the scenariosingaisninimum wages will take some
households out of poverty but it will not influentiee income deficit for those who remain
below the poverty liné

Raising minimum wages in Russia can solve the pgvproblem among working
population only partly. In some cases the incraaseages will lead to the loss of different
social benefits which an individual could receigeaapoor, in other it will induce dismissals and
unemployment, especially among vulnerable groupgh(sas women, young and elderly
workers). Thus raising minimum wages can have sévegative side effects which are difficult
to estimate.

A representative survey conducted in 2002 among iB80strial enterprises provided
interesting data on the influence of the minimung&@crease on the enterprises remuneration
policy: 71% of participants said that wages at rtlegiterprises would not be changed if the
minimum wage rate were raised by 10%. Among otmeerprises the elasticity of wages by
minimum wage rate was about 2.9 percentage pdegs than the elasticity by sales volumes,
prices and inflation rat€f So most industrial enterprises in Russia are imettly influenced by
the government regulation of the minimum wage (p#gtly because it has been revised so often
that enterprises could not afford to link their teraration systems to it).

On the other hand, as experts emphasize, entesprigght not be significantly affected
by small increases in the minimum wage, while adesible changes will affect them. For
example, in 2002 35% of enterprises made some elsangheir remuneration policy when the
Government raised the minimum wage by 50% (mosthei raised wages of the low-paid
workers). But had the Government increased that yeaminimum wage up to the subsistence
minimum (by 350%), then 77% of enterprises wouldenehanged their remuneration systems
(See Appendix: Figure 3.2.37). Most of them woutd anly have increased wages of low-paid
workers but would also have changed their wagecttre (increasing the share of the base part
and reducing the share of the variable one). 21%&ntdrprises would also have increased wages
for other personnel to retain wage differentiatéord work incentives for qualified and highly-
paid employees. It could also lead to changesearrdimuneration policies at other enterprises to
help them retain their qualified personnel. 23%enfterprises would have executed personnel
reductions, 12% would have stopped recruitment’‘e®o the sharp divergence of the minimum
wage rate to the subsistence minimum would haveédetie significant changes on the labour
market and to the inflation and unemployment grov@bhch scenario could well become real
because of the high share of low-paid and poor &rsrin Russia and because of the dependence
between minimum wage rate and the subsistence mminkxperts recommend determining
minimum wage as a share of the average or medige wiace in that case its changes will not
deteriorate the situation on the labour mafRet.

2 Ovcharova L.N. (ed.) Incomes and social servigesquality, vulnerability, poverty (in Russian).lrdependent
institution for social policy, Russia, 2005. httpvww.socpol.ru/publications/bookl.shtml
3 Kapelyushnikov R.l. Wage determination mechaniatrthe Russian industrial enterprises (in Russireprint
WP3/2003/07. — Moscow, HSE, 2003. —
514ttp://new.hse.ru/sites/infospace/podrazd/uvp/Eﬂ[ints/DocLibNVP3_2003_O7.pdf.

Ibid
S V.E., Kapelyushnikov R.l.(ed.) Wages in Russialation and differentiation (in Russian). MoscowSHE, 2007.
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Thus, raising the minimum wage rate in Russia moll be able to fully solve the problem
of poverty among working poor if the Governmentlwibt implement some institutional or
structural reforms, including measures aimed atstowg competitiveness of the Russian
enterprises, labour motivation and productivitygd @hanges in principles of the minimum wage
regulation, because without them there will be maegative by-effects.

3.2.5. Wage inequality

According to the World Bank experts, inequality Russia is highest among the CIS
countries. Inequality significantly deteriorates vpdy among population, as high wage
inequality worsens the situation of the working p&o

In 1995-2000 Gini and decile coefficiéht for wages tended to increase, and that was
caused mainly by the fast growth of wages of tlghést-paid workers in comparison with the
lowest-paid ones. Then the situation changed: vgageith rates for the poorest workers began
to exceed those for the highest-paid ones. Itdethé¢ decrease in wage inequality after 2601.
We will analyze the dynamics of these two indicategparately.

From 1995 to 2007 th&ini coefficient for wages exceeded the Gini coefficient for total
incomes, but after 2001 this difference tends torebese, first of all because of the reduction in
wage inequality as compared to income inequalityciwliemains more stable (See Appendix:
Figure 3.2.38).

Wage inequality determines about 60% of total imditp in household incomes
measured by Gini coefficient and 50% of inequalityper capita incomes. It means that
households with dependants become poor more &ften.

Nevertheless, there were some changes ishihee of wages in households incomest
grew from 47.7% in 1995 to 51.3% in 2003 (accordingRLMS data}® . The greatest
contribution to this dynamics was made by the dyinarof the wage share for workers of the
tenth decile (those receiving the highest incomBsis, this group is least dependent on the size
of wages and makes the most essential contribtaidiactuations of the wage share in incomes.
The poorest workers (the first 3 deciles) are lse dependent on wages in comparison with the
middle deciles, but more dependent on benefits &Ggeendix: Figure 3.2.39). It can also be
explained by the least share of shadow wages mtdwy workers of the middle deciles, as
experts think.

According to the official statistical data, duri@@00s 20% of workers with the highest
wages have received more than a half of all amofintages, while 20% of the lowest-paid
workers — not more than 4.5 % (See Appendix: Fi@u2e40).

® Russia - Reducing poverty through growth and s$opelicy reform. Report number 28923. Poverty
Reduction/Econ Mngmt (ECSPE), World Bank, 2004/@2/2

" The ratio between average wages of the 10th ithest) decile and average wages for the 1st (stiadecile.

8 Gimpelson V.E., Kapelyushnikov R.I.(ed.) Wage®imssia: evolution and differentiation (in Russiavipscow,
HSE, 2007.

" Ovcharova L.N. (ed.) Incomes and social servigesquality, vulnerability, poverty (in Russian).lrdependent
institution for social policy, Russia, 2005. httpvww.socpol.ru/publications/bookl.shtml

8 According to the results of Households budgetsesuthe share of wages in incomes changed insbgmifiy in
1995-2006: from 82.8% to 66.4% (including shadovges).

81 Lukyanova A.L. Dynamics and structure of wage iradify (1998-2005) (in Russian). Preprint WP3/2087/
Moscow: HSE, 2007. — http://new.hse.ru/sites/infmsgpodrazd/uvp/id/preprints/DocLib/WP3_2007_06.pdf
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Since 2001the average wage decile ratghows a considerable tendency to reduction
(from 39.6 in 2001 to 22.1 times in 2007). Howeiteremains high enough and exceeds the
average income decile ratio twice (See Appendigufé 3.2.41).

Comparing the ratio of wages of the tenth decilth&ofirst one with the ratio of wages of
the tenth decile to the fifth one, it is possibte riotice, that the bottom half of workers
distribution by wages has undergone more consiteedianges, than the top deciles. It means
that wage differentiation among the lowest-paidkeos has increased more, than differentiation
among middle and highly paid employees.

Thus, the analysis of changes in Gini and decileffments show wage inequality
reduction in Russia during 2000s. Experts explamainly by a faster growth of wages of low-
paid workers in comparison with the highly-paid srpartly as a result of minimum wage
increasef?

However it is necessary to emphasize that, by asibms of some experts, the Gini and
decile coefficients inadequately reflect the re@lagion with inequality in Russia. The reason is
the specificity of official statistical data gatheg, on the basis of which these indicators are
calculated. For example, the sample of RosstaHfmuseholds budget surveys as well as the
RLMS sample do not cover the richest population.

Experts from the Russian School of Economics (N&8¢ulated Gini coefficients for
wages on the basis of data on income taxes of Mitesowhich included data on superrich
citizens. The Gini coefficient in Moscow in 2004uaded 0.63, in 2003 — 0.64. And that was
with the assumption that Moscow had a relatively lanemployment and poverty level
(according to NOBUS in 2003 the Gini coefficient fdoscow equaled 0.28, so it was less than
the average Russian coefficient). The experts nttat these results could not be treated as
inequality indicators for the whole country, beauwmost likely the majority of Russian
millionaires paid their taxes in Moscdi.

Besides the lack of samples, official statisticesloot include data on shadow wages
received by many workers in Russia. Some expetima&e that, the decile coefficient after
including data on shadow wages reaches 30 (inste2@)®* By estimations of other experts,
rich people avoid taxes less than the poor, thezeddficial figures on inequality are, on the
contrary, overestimateéd.By expert estimations, shadow payments mainly eotrate in the
services sector (trade and catering, transportsihgutand communal services, education, health
and social work, culture and art), and also in ¢bastruction and food indust?§.Thus it is
possible to assume that indicators of wage diffemgan in these branches are a little
underestimated.

In section 3.2.1 we analyzed some of the factoas ¢hused the decrease in total wage
differentiation in Russia, and we have already dadteeir uneven evolution. For example,
according to the Russian Academy of Sciences, mgsrdifference between 10% of the highest-
paid and lowest-paid workers in 2003 was determimgdntra-enterprise (10-15 times), intra-

82 Kapelyushnikov R.l. Wage determination mechaniatfRussian industrial enterprises (in Russian)piitte
WP3/2003/07. — Moscow, HSE, 2003. —
http://new.hse.ru/sites/infospace/podrazd/uvp/efipnts/DocLib/WP3_2003_07.pdf.

8 Guriev S., Rachinskiy A. (NES) Inequality: Rio-¥®scow (in Russian) // Vedomoshe 85 (1612), 15.05.2006.
8 vyzhutovich V. Interview with S.Glaziev (deputy tfe Russian parliament — Duma) and A.Nechaev @orm
minister of economy) // Rossiyskaya gazé#,331, 03.04.2007.

8 Guriev S., Rachinskiy A. (NES) Inequality: Rio-M®scow (in Russian) // Vedomoshe 85 (1612), 15.05.2006.
8 Russian social policy survey. The beginning of ®0QT.M.Maleva, N.V.Zubarevich, D.H.lbragimova e(n
Russian). Moscow, Independent institute for sqoddicy, 2007.
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branch (20-40 times), inter-branch (8-10 times) anter-regional (20-45 times) wage
differentiation®’ The contribution of regional wage differences wWeasmost considerabfé.

As we mentioned in the section 3.2.1, we can diasdi factors of wage inequality in
Russia into two groups: enterprises characteristicsworkers characteristics. On the one hand,
we can analyze wage differentiation between worlamployed at enterprises with different
characteristics (e.g., located in different regjpnand between workers with different
characteristics (e.g., between men and women). @nother hand, we can analyze wage
differentiation among workers within one group (eamong women or among workers of the
same region etc.). For example, according to sotperts, one of the main factors that led to the
reduction of wage inequality in Russia (besidesgimvth of wages of low-paid workers) was
the decrease in intra-group wage inequality. Tleeefve may assume that general indicators —
Gini and decile coefficients — can show only suige&f dynamics of wage inequality in Russia.
Further we will analyze some estimations of thduerice of various factors on the wage
inequality in Russia during the transition period.

1) Inter-regional disparitiesmake the greatest contribution to the total wagsguality
(about 10-15%). The highest wage inequality is agneorkers of rural settlements and cities
(except Moscow and St.-Petersburg). The fasteswtrof wages is observed for workers in
Moscow and St.-Petersbiifg— as a result, wages in the two cities outrumewere the wages
in other parts of the country.

Wage inequality by regions tends to lessen. Wesaanthat the benefits of economic
growth in Russia were first distributed among thpital cities, but gradually they have extended
to other regions of the country.

It should be noted that, according to the World IBahe most essential contribution to
wage inequality in Russia is made not only by mgional, but also by intraregional wage
differences’”

2) The average wage decile ratio tends to diffesdxtors of economyrhe highest ratio is
for the “richest” branches (banking, trade, coriam, communications) (See Appendix: Figure
3.2.42). According to expert estimations, aboutl29 of the total wage inequality in 1994-
2000 was determined by inter-branch wage diffeatiot >*

3) There is also intra-branch differentiation, whtends to reduce. A peak iotra-branch
wage inequalitywas observed for all branches in 2001. For examplebanking (with its
maximum monthly average wage) and agriculture (theimum monthly average wage) the
ratio of average wage of 10% of workers with highesages to the average wage of 10% of the
lowest-paid workers was more that 45 times. In 20@L minimum wage was increased by 2

87 Estimations on the contribution of different fastdo the total wage inequality are based on cafimris by the
methodology of inequality decomposition developgdAFields. This methodology was used in: 1) Lukyaa
A.L. Dynamics and structure of wage inequality (82®05) (in Russian). Preprint WP3/2007/06. — M@sddSE,
2007. — http://new.hse.ru/sites/infospace/podragdid/preprints/DocLib/WP3_2007_06.pdf; 2) Socialaa of
Russian  regions (in  Russian). — Independent inetitu of social policy, Russia. -
http://www.socpol.ru/atlas/print.asp?f=/atlas/ovews/household/index.shtml.

8 Social atlas of Russian regions (in Russian).dependent institute of social policy, Russia. -
http://www.socpol.ru/atlas/print.asp?f=/atlas/ovews/household/index.shtml.

8 Social atlas of Russian regions (in Russian).dependent institute of social policy, Russia. -
http://www.socpol.ru/atlas/print.asp?f=/atlas/ovews/household/index.shtml.

% Russia - Reducing poverty through growth and $opialicy reform. Report number 28923. Poverty
Reduction/Econ Mngmt (ECSPE), World Bank, 2004/@2/2

1 Lukyanova A.L. Dynamics and structure of wage iradify (1998-2005) (in Russian). Preprint WP3/2067/—
Moscow: HSE, 2007. — http://new.hse.ru/sites/infmsgpodrazd/uvp/id/preprints/DocLib/WP3_2007_06.pdf
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times, and the average wage of the lowest-paid everklso grew. It had the greatest effect in
the least paid branches (agriculture, forestrytuce] art, science, education) (See Appendix:
Figure 3.2.43, Figure 3.2.44).

The decrease of intrabranch wage inequality shbatsvtages of the lowest-paid workers
grow faster than of the highest-paid ones. As altedistribution of workers by wages becomes
more uniform, although asymmetry (deviation of thedian wage from the average wage) still
exists. It is noteworthy that asymmetry is high gnows for all branches, despite the reduction
of intrabranch differentiation. It means that thexyevage heterogeneity inside middle deciles, so
workers concentrate not around one average valugage, but there are bi - or threepolar
distributions of workers (See Appendix: Figures.&52.

4) In 2005 wage differentiation among enterpriseth whe same type of ownership was
higher and the decile coefficient varied from 8res for municipal enterprises to 12 times for
private ones. Wage differentiation is higher ie thtter group because of higher heterogeneity
of remuneration policy and financial situation amdhese enterprises (See Appendix: Figures
3.2.46).

5) On the average, in 1998-2005 wages at the pw@blierprises grew faster than at the
private ones — both for low and highly paid empkselt led to the decrease in intersectoral
wage inequality. Intersectoral wage inequality cbuotes about 6.5% to the total wage
inequality in Russid?

6) Wage inequality studies (based on sources aligmto official statistics) give similar
results for trends if wages are corrected on asrerto consider only the amounts actually
received by workers, wage inequality becomes 20-8@gker than the level calculated on the
basis of official statistics for 1994-1998. Afted8 wage inequality corrected on wage arrears
changed more moderately than wage inequality withotrection on wage arrears. For example,
even in 2001 (the peak of inequality) the Gini ¢ioefnt equaled 0.46 as compared to 0.51
estimated by the Russian statistical agetcy.

7 Gender wage inequality is also observed in Ru$si2000 the average wage decile ratio
was 9.2 times for men and 7.1 for women. It mednad the main source of gender wage
inequality was the wage differentiation among thetdm and the top deciles of workers

distribution by wages. For men the level of inegyalvas essentially higher for the bottom

deciles. However by 2003 the differentiation ofrélags among men and women lined up, which
resulted in the decrease of the average wage datibeto 6.6-6.7 times for both groups. During

the period of 1998-2005 wage inequality among neeluced faster than for women (first of all

because wages of the lowest-paid men grew faserftr the highest- paid men workers).

The reduction of wage inequality has essentialfeci¢d gender wage differentiation,
although it has only slightly changed the averagmdgr wage gap. In 2005 the median wage of
women equaled only 65% of the median wage of mehtlas share was higher than in 1998 by
only 2 percent points, although faster growth ofges of the lowest-paid men increased the
wage gap for the bottom deciles of men and womegncdhtrast, in the top deciles women
wages grew faster and the wage gap decreasedefbighest-paid groups.

92 50cial atlas of Russian regions (in Russian).dependent institute of social policy, Russia. -
http://www.socpol.ru/atlas/print.asp?f=/atlas/ovews/household/index.shtml.

% Lukyanova A.L. Dynamics and structure of wage iradify (1998-2005) (in Russian). Preprint WP3/2087/~
Moscow: HSE, 2007. — http://new.hse.ru/sites/infmsgpodrazd/uvp/id/preprints/DocLib/WP3_2007_06.pdf
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Thus wage differentiation in both gender groups esake main contribution to the total
gender wage gap. The intergroup inequality explamy about 6-8 % of the gap. Intragroup
differentiation is higher than the intergroup oakhough the significance of the latter one tends
to grow because of the differences in the directibchanges in the extreme decifés.

8) Wage inequality by agen Russia also tends to decrease after the peaked in 2000-
2001. The reduction of the overall wage inequddyyage was determined by intragroup wage
alignment. In 2001 the Gini coefficient was 0.40mrkers more than 50 years old and 0.46 for
30-39-years-old. In 2005 the Gini coefficient vdria the range of 0.38-0.40 for all age groups.
As a whole, the wage inequality is the lowest Fa $enior and younger workers.

In general the contribution of age to the total eawgequality in Russia is the lowest —
about 1.5%°

9) Wage differentiation by level of educatioalso decreases in Russia. Until recently
differences in wages among workers with full se@gdeducation and with incomplete

secondary education were insignificant. In 20042260@ge inequality among the least educated
workers began to deepen, while it reduced amoner@foups of workers. It means that in the
Russian labour market, education and work expegiefactors do not increase wage

differentiation within more educated groups; théeef of these factors is rather mutually

cancelling. One of possible explanations of thigrm@menon is that during the periods of
economic instability workers with higher educatibhevel get higher and more sustainable
wages, because their human capital helps themaptaBLMS data confirm this hypothesis:

wage inequality among workers with secondary agtidri education was less significant.

10) As far aswage inequality by occupations concerned, during all considered period
except for 2000, the least differentiation has bebgserved for skilled workers. The highest
dispersion of earnings for the last years was olesefor unskilled workers and specialists of
medium qualification. Earnings of workers of thés® groups were strongly affected by the
1998 crisis: the Gini coefficient for these workgrew from 0.40-0.42 to 0.45-0.46 and it still
remains high.

It should be noted that wage differentiation byugations makes significant contribution
to the total wage inequality: on the average thustidbution was about 7.5% for 1998-2005
(higher than for wage differentiation by educated almost the same as for gender, although it
is less than the contribution of intra occupatiogiups wage inequality). Mutual influence of
the human capital characteristics — i.e. educadioth occupational status — on the total wage
inequality is about 9-10% and it is less than befb®98: the 1998 crisis lessened the influence
of education and occupation on wageés.

One of the factors that add to wage inequality usd$a is theififlation tax”, which is,
according to experts’ estimations, higher for tlwsvdst-paid workers. In 2003-2005 the
orientation of economic growth in Russia changevdhtas the highest-paid workers, although in
2002-2003 it benefited low-paid workers more thaéinets (their wages grew fastéf)That's

% Ibid

% |bid

% Social atlas of Russian regions (in Russian).dependent institute of social policy, Russia. -
http://www.socpol.ru/atlas/print.asp?f=/atlas/ovews/household/index.shtml

" Lukyanova A.L. Dynamics and structure of wage iradify (1998-2005) (in Russian). Preprint WP3/2087/
Moscow: HSE, 2007. — http://new.hse.ru/sites/inémsgpodrazd/uvp/id/preprints/DocLib/WP3_2007_06.pdf
% Shvaryova N.V. Influence of economic growth on pleeerty reduction: Russian experience, 2001-2005 (
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why the working poor benefit less from economicvgito and can be considered as vulnerable
groups according to this criterion as well.

World Bank experts also emphasize this fact: irirtbpinion, to reduce poverty and
inequality in Russia not only economic growth iseded. It is important to monitor the
distribution of its results among different grougfspopulation, to diversify the economy and to
stimulate small and medium-size business developfien

In summary, the reduction of wage inequality in asince 2001 can be explained, first
of all, by the decrease in intra-group wage difféiegion. According to experts’ estimations,
10% of wage inequality reduction can be explaingddgional factors (wage alignment among
regions), 14-16% - by the human capital factorscigese of returns on education and
occupation), 11% - by working hours (the decredseadation in working hours), 5.5% - by
demographic factors (gender, age). Private/ pudgator have not significantly influenced wage
inequality reductiort®

Some experts do not consider wage inequality irRihigsian economy as a problem: they
believe that it was caused by the crisis of thaditeon period and definitely low differentiation
before it which is common for the market economgsiles strong (effective) enterprises were
able to pay higher wages for their workers thueaetiing qualified personnel. Therefore wage
inequality growth can be considered as a posititiemudus which promoted economic
restructuring and resource reallocation to the rafigtient sectors and enterprises.

The Russian Government considers the increaseeafthimum wage rate as the main
instrument of wage differentiation reduction. Buakihg into account the above-mentioned
expert opinions, it is essential to emphasize thiffierent disproportions make a huge
contribution into total inequality and they cannm# eliminated only through the raise of
minimum wage. This task also requires wide strattrteforms.

3.2.6. Wage discrimination

Despite of legislative prohibition of all kinds dlfiscrimination, this phenomenon is
widely spread in Russia. Many studies in this fiddow that the topical problem is
discrimination in recruitment and dismissal anccdiination by age and gender.

In June, 2007 the Center for Social and Labour Righrried out a detailed analysis of
3513 announcements of vacancies in three citidguskia — Moscow, Kemerovo and Samara.
The results showed that, on the average, 44% @inalbuncements contained restrictions on the
age of candidates and 29% - the gender restrectjalh these restrictions contradicted Russian
labour legislation that prohibits discrimination kage and gender) (See Appendix: Figure
3.2.47).

Age restrictions in announcements of vacanciesbeaaf two types: the bottom and/ or
the upper age bound (See Appendix: Figure 3.2%8The latter is more widely spread.
Employers prefer to hire workers of middle age, ardle choosing between a young and a
senior candidates, they prefer younger ones maden.oMoreover, because of their age and

% Russia - Reducing poverty through growth and $opialicy reform. Report number 28923. Poverty
Reduction/Econ Mngmt (ECSPE), World Bank, 2004/@2/2

190 ukyanova A.L. Dynamics and structure of wage iradify (1998-2005) (in Russian). Preprint WP3/2Q67/—
Moscow: HSE, 2007. — http://new.hse.ru/sites/infmsgpodrazd/uvp/id/preprints/DocLib/WP3_2007_06.pdf

%1 5ociological research “Discrimination on the labmarket: distribution, forms and reasons” (in Rass Centre
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because of some employers’ stereotypes, young ldedyeworkers more often face the risk of
dismissal and more often agree to lower wagesderaio get a job. Some experts consider low
wages of elderly workers as one of the specifituies of the Russian labour market. Most
probably it is explained by the depreciation ofitheiman capital and by the mismatch of their
skills with modern, market-oriented requirements.

The survey carried out in 1998-2001 showed thatnduthat period the share of
announcements with gender restrictions grew fronio380%%% In 2007 it accounted for 36%,
so there were no significant changes since 200kinganto account the gender structure of
employment, it means that the Russian employergkegisting stereotypes (preferences) about
professional skills of men and women. On the awerége announcements of vacancies for men
are published more often than for women, especialyre industrial oriented regions (Samara
and Kemerovo) (See Appendix: Figure 3.2.49).

The survey of 2007 showed also that wages offeyeeniployers in the announcements
for men are normally higher than in the announcaméor women (See Appendix: Figure
3.2.51%)3. If we calculate this difference as gendege discrimination, then it will equal 10-
20%:

Thus, gender discrimination in the Russian labowrket is not direct, but hidden
(latent). It is manifested in recruitment and cagdicy of the firms, and through these policies
it influences wage differentiation. This latent aimination promotes horizontal and vertical
segregation in the labour market. However, accgrtiinexpert estimations, it can be explained
not only by employers’ preferences and stereotyipetsalso by personal preferences of women
concerning sectors and occupations of their empémyr(self-discrimination).

Higher educational level of women is a factor tlesisens gender discrimination and
wage gap, although it cannot eliminate the difféegion completely. Segregation indices show
that during the end of 1990s and the beginning(Qff02 occupational segregation was higher
than the industry one and it tended to decrease.ré@tiuction in occupational segregation was,
first of all, determined by the mobility of men tams “women” jobs (for example, clerks,
service and market sales workers, etc.).

At the same time it should be noted that during tifamsition period occupational
mobility did not decrease gender segregation eisdlgntThe probability of worker’s transition
to the sector or occupation where workers of tieogender dominate is extremely low. “Men”
occupations are the highest paid, “women” occupat@re characterized by less working hours,
smaller number of subordinates and are concentiiatéde public sector of economy where
wages are low.

According to experts’ estimations, gender segregatnakes the greatest contribution to
the overall gender wage galf,while the differences in wages that can be atteibtto gender
discrimination make 15-2096°

192 Roschin S.Yu. Are women equal to men? (in Rusdismoscope weekly, 2008219-220.
http://www.demoscope.ru/weekly/2005/0219/tema05.php

193 5ociological research “Discrimination on the labmarket: distribution, forms and reasons” (in Raiss Centre
for social and labour rights, 2007. - http://wwwdprava.ru/index.php?id=1411.

194 1) Gender equality and extension of women rightRiissia in the context of the Millennium Developm&oals
(in  English). The Report, UN Gender Theme Group, s$tan Federation. 2005. -
http://www.undp.ru/Gender_MDG_eng.pdf; 2) Maltsev@®., Gender differences in occupational mobilityda
segregation on the labour market: Russian experight Russian). — Moscow, EERC, 200% 05-11. —
http://eerc.ru/details/download.aspx?file_id=8078.
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The above-mentioned gender and age preferencesmpfoyers in recruitment and
dismissals are determined by legislative privilefpgsome categories of workers (first of all, for
women and young workers). Implementing these prowss imply additional costs for
employers. Experts believe that it is would be isgilble to solve the wage discrimination
problem without structural reforms and measures @mample, stimulating occupational
mobility, matching the education system and theulalmarket demand, etc.).

According to experts, antidiscrimination effortsearmpeded by the absence of
mechanisms of realization of the existing antidmaration laws. The main problem in this
sphere is that courts and ordinary people do nee Hall information regarding international
labour standards and antidiscrimination internati@mnd national norms. Besides in Russia there
are no special federal or regional authorities odiés responsible for the prevention and
elimination of discrimination; the existing adminetive antidiscrimination mechanisms are not
in demand®®

Wage discrimination problem does not attract muténéion in the Russian society. The
number of prosecutions is insignificant, and thare very few cases when workers appeal
against discrimination in court. According to expéropinion, such tolerance toward
discrimination is a result of widespread patriatchigreotypes, traditions and norf5.To
reduce gender wage discrimination the Governmemtldhraise awareness of its citizens on the
present situation and their opportunities to priotieeir rights.

3.2.7. Wage structure
3.2.7.1. Remuneration fund structure and personmaipenditures structure

Data of the official Russian statistics (Rosstdijva to analyze structure of personnel
expenditures of enterprises and the structureef temuneration fund. These data are obtained
on the basis of sample surveys “On personnel expuead of enterprises”, covering large and
medium enterprises, except agricultural and budgeaiaes (public health services, education,
public administration).

During 1995-2005 thestructure of expenditures on labouof the Russian enterprises
underwent considerable changes. In 1995 the shavages in these expenditures was 56%; by
2005 it grew up to 77% (See Appendix: Figure 3.2.8lwas caused mainly by the increase of
the share of time payments (they include paymentdewu tariff rates, salaries, piece-work
guotations; additional payments; bonuses; paymentsegional regulation and other kinds of
payments) — from 47% to 64% of the total persorsgenditures, whereas their share in
remuneration fund almost did not change (80-84%).

Such radical reduction of “non-wage” component xgenditures occurred as a result of
relative decrease in expenditures on social prioteatf workers (from 27% in 1995 to 20% in
2005) and taxes (from 7% to 0.1%). The first ofsthéwo factors was caused by changes in
legislation (decrease in payments to social fumd2001, decrease in the rate of the uniform
social tax (ESN) in 2005) and the correspondinguicédn of expenses on obligatory social

195 Oschepkov A.Yu. Gender wage differentiation in &agin Russian). Preprint WP3/2006/08. Moscow, HSE
2006. — http://new.hse.ru/sites/infospace/podragdid/preprints/DocLib/WP3_2006_08.pdf
1% Baskakova M. The issue of the ILO Report “Labogmality” — commentary of experts (in Russian) /kvek
I1I57O Ne2 (29), June 2007. http://www.ilo.ru/publicationi®$/07_2RU.pdf
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insurance of workers. The second factor was alnumshplete cancellation of taxes on
remuneration fund (today there are only taxesHerattraction of foreign labouty®

During the financial crisis many enterprises wreteial institutions off their balance and
refused social assets. As a result share of expeoserent allowances and cultural and
communal services to employees reduced.

It is also necessary to notice a low and relativeligble level of expenditures on
professional training (0.3% of the total persoregenditures).

Throughout 1995-2005 thetructure of remuneration fundalso did not remain
unchanged, though to a lesser degree than thdwstuf total personnel expenditures. Its basic
feature that became even more visible during tmsidered period, is a relatively high share of
the variable part of wages (See Appendix: Figu&52). Tariff payments (the base part of
wages) capture less than 50% of remuneration fAndording to trade unions, it weakens the
workers’ security since employers gets an oppotyuoi vary the total size of wages by changes
in its variable part.

The share of rent and food allowances considerdbtyeased - from 2.5% in 1995 to
0.5% in 2005. Payments in kind also are less comthan before: in the end of 1990s their
share in wages was 1.5-2%, while now it is not nibes 0.5-0.6%. The share of payments on
regional regulation, on leaves, sick-lists andakimnuses practically has not changed, while the
share of additional payments and bonuses grew (B#mand 15.2%, accordingly, in 1995, to
7.1 % and 18.3 % in 2005). Thus, by the minimunmegions, if to include in variable part of
wages all additional payments and bonuses theshase will make more than 30% of the total
remuneration fund.

Interbranch differentiation of the structure of smnel expenditures is insignificant,
while differences in remuneration fund structure @nsiderable.

According to Rosstat, the smallest share of thes veage is registered in mining and
quarrying (24% in 2005), the greatest — in trade24pb (See Appendix: Figure 3.2.53, Figure
3.2.54).

In the branches concentrated in the regions of Geatral Russia (manufacturing,
services) and not dependent on payments on regwagk regulation, the share of these
payments in the whole remuneration fund is lesa tt226. Meanwhile in mining industry, the
majority of which is located in the North regionsdaSiberia where regional wage regulation is
widely used, it equals 30%.

If to include in variable part of wages additiopalyments and bonuses then its share will
be the largest in finance sector (42%), in eleityrigas and water production and distribution
(38%). The smallest share is observed for traderiog and construction (a little more than
20%). Experts explain it by the high share of shadwmges in these branches, which are not
covered by statistical report$’

198 Gimpelson V.E., Kapelyushnikov R.I.(ed.) WageRinssia: evolution and differentiation (in Russiavipscow,
HSE, 2007.
199 | pid
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3.2.7.2. Wage structure: base and variable elements

In 2005 Rosstat carried out a sample survey onageewages by personnel categories
and occupations. Its results allowed to analyze ewagjucture, including tariff payments,
payments on regional wage regulation and other paygnfor different kinds of economic
activity (See Appendix: Figure 3.2.55). On therage, tariff payments make about 60% of
monthly wages of workers in Russia. They vary fr68% for heads and managers to 64% for
specialists of high qualification.

Similar data were obtained during the survey cdroet by the Analytical Levada Centre
(WCIOM) under the grant of the Independent Ingtitof Social Policy in 2002 among 300 large
and medium industrial enterprises in Russia (SepeAgix: Figure 3.2.56). According to the
study, in comparison with other countries, the shaf variable part of wages in Russia is
relatively high for specialists, associate profesals, technicians and workers. According to
experts, this factor is one of the main sourcethefwage differentiation between profit-making
and unprofitable (crisis) enterpris€$:at the former ones wages are higher, first oftalbause
the variable part, which depends on the performaesalts is bigger. Employees also become
more dependent on the economic situation: durimgesrtheir wages decrease and they may
prefer to resign, while employers, on the contrget an opportunity to save on personnel
expenditures. Thus the wage structure with a lasigare of the variable part is used by
employers as an adjustment instrument as the obstsanging the number of employees are
quite high for enterprises in Russia.

The variation of the share of the variable panvafjes is relatively higher for interbranch
comparisons than for inter-occupation ones (SeesAgp: Figure 3.2.57): from 32% in mining
industry to 69% in trade. The proportion of paynseon regional wage regulation is opposite:
from 7% in trade to 32% in mining. The situatiorsimilar to the structure of the remuneration
fund. Such wage structure is determined not onlyspgcific enterprise activity in different
branches of economy and their use of variable pagnéut also by the regional distribution of
enterprises (for example, for branches concentiiatdte North large share of regional payments
is typical) and their working conditions (brancheith harmful and dangerous conditions have
larger share of additional payments).

Salary surveysconducted by consulting companies (Pricewaterioogpers, Ernst &
Young, etc.) and recruitment agencies (Ancor) g@isavide some data for the analysis of the
wage structure and personnel expenditures in Russiavever these surveys have some
disadvantages. First, they are based on a smaflleaand we cannot extend their results to all
enterprises in Russia in all branches and regi®esondly, most of participants of these surveys
are foreign companies (for example, they make 58f@adicipants of the Ernst & Young salary
survey in 2007) and large Russian companies witleldped remuneration policy. Results of
these surveys cannot be extended to small entespasd to enterprises of different types of
ownership (Russian-owned). Nevertheless, we consideanalysis of these data as useful and
we suggest to consider them as expert estimatiotie dest practices in the sphere of personnel
remuneration in Russia.

According to the Ernst & Young salary survEyconducted in 2007 among 167
companies from different regions of Russia, in 98%he companiedase wageare defined in
the form of salary, in 56% of enterprises - asreettariff rate, in 44% - as a piece rate. Generally

110 Kapelyushnikov R.l. Wage determination mechaniatrRussian industrial enterprises (in Russian)pfire
WP3/2003/07. — Moscow, HSE, 2003http://new.hse.ru/sites/infospace/podrazd/uvp/etipints/DocLib/WP3_2003_07.pdf.
111 Russia. Salary and compensation survey 2007/Z068l report. Ernst&Young, August 2007.
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the tariff wage system is applied for support pengbd and workers (43% of companies) (See
Appendix: Figure 3.2.58).

Since 2006 wages regulation in the Russian Federdiave been directly realized
through local regulatory standards of an orgarormatState influence on wages became indirect
— it is realized through the establishment of sgu&rantees in the sphere of payment, which are
considered as minimal requirements for employetsldBg remuneration system according to
the Uniform tariff rate schedule established by @®ernment is obligatory only for the federal
institutions. According to the representative syreonducted in 2002 among 300 industrial
enterprises in different Russian regions, 33% témpnises used the Uniform tariff rate schedule
for workers, 16% - for professionals and admintsteastaff (the most of these enterprises used
it as a base with some adjustments according to #pecific features). 43% and 55%,
respectively, have their own remuneration systems.

According to the E&Y salary survey, the most widesygl component of theariable
part of wagedss performance-related bonuses: 96% of comparseghem. 49% of companies
pay monthly bonuses, 23% pay monthly additionalnpayts (for example, for the length of
employee’s working experience at the enterpriseyk@dge of foreign languages, etc.).

In 79% of companies that payerformance related bonusethey are paid annually
(including the 13th monthly wage), in 38% - qudstem 12% - twice a year. As a rule, these
bonuses are calculated based on the individualtsestian employee (more than 80% cases),
rarer — based on the performance of a departmettieavhole enterprise, or the parent company
(not more than 50% cases).

Analyzing the structure of variable part of wagese can say that the higher the
employee position the more is the number of congsathiat pay performance related bonuses to
top managers, and the lower the number of compamégs monthly bonuses to them (as
compared to support personnel and workers) (Seergp decreases: Figure 3.2.59). Also the
higher the position, the more is the number of fgugeed” monthly bonuses the top manager
gets. Such “guaranteed” bonuses are fixed as @&mage of his (her) base wage; for support
personnel or workers it more often depends on ridévidual working results (See Appendix:
Figure 3.2.60). These differences in the structmd criteria of variable payments between
different categories of personnel can be explamethe difficulty in evaluating performance of
top or middle managers for the short period (tmegults are usually of “long-term nature”).
That's why they less often receive monthly bonusergeceive them fixed and not linked to the
work results, but they more often receive annuafopmance related bonuses (See Appendix:
Figure 3.2.61). Also, unlike other categories afspanel, performance related bonuses for top
managers more often depend on the performance @ntarprise or a parent company (See
Appendix: Figure 3.2.62).

On the average, for top managers receiving moragrds, these payments make about
60% of their base wages, for other categories cdqmmel — 30-40%. For performance related
bonuses these figures are 40-50% and 20%, acctyding

According to the Ernst & Young salary survey, i timajority of branches there is a
tendency of reduction in the share of companiesngayonthly bonusedor top and middle
managers and professionals. Besides, in 2007 ttreate of monthly bonuses in relation to the
base wage was observed for middle managers anaisyggrsonnel. On the average, monthly
bonuses to the base wage ratio equaled 27% in @0@dmpared to 34% in 2006. The tendency

112 kapelyushnikov R.l. Wage determination mechaniatrRussian industrial enterprises (in Russian)pfire
WP3/2003/07. — Moscow, HSE, 2003http://new.hse.ru/sites/infospace/podrazd/uvp/atipints/DocLib/WP3_2003_07.pdf.
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of increase of the base partmbnthly wageand decrease of the variable part has been oloserve
for several years now. Although it should be nqtdtht according to experts, 40% of employees
in Russia receive wages where base, invariablegravtails, while the number of workplaces
which require such payment system is only 12-14%heftotal number of workplaces in Russia.
As a {1essult, employers do not use all their oppuotiees to motivate their personnel for effective
work.

Unlike monthly wages, in th&tructure of annual wageshe share of the base part (salary
or tariff or piece payments, plus additional paytseastablished by law (for example, for
harmful and dangerous working conditions), plusaegl regulatory payments) and the share of
monthly bonuses tend to decrease. At the samethimghare of the component which depends
on the individual performance increases, especfaliyfop and middle managers. The share of
the variable part of annual wages (including, asule, quarter or annual bonuses) varies
depending on a position of an employee: for top agars it is about 20% of their annual wage,
while for professionals and workers — 10-15% (Sepehdix: Figure 3.2.63).

3.2.7.3. Social benefits

Among social paymentghe most widespread are payments/ benefits inctse of a
death of a family member (65% of companies useanit) in the case of a birth of a child (41%).
Bonuses for the length of working experience ateheerprise (14 %), additional payments in
the case of leave (8%) and additional paymentsaidkevs with children (7%) are rarely used by
companies in Russia. Considerable differences esethfigures for different categories of
employees are not observed.

According to the E&Y salary survey, almost all canges usenon-monetary
compensation (benefits) but only 4% of them apply the “cafeteria” prinepfor the
organization of the benefits system.

The list of the most widespread benefits has reethionchanged for the last several
years: voluntary medical insurance (93% of compahed it in 2007), food allowances (67%),
mobile phones allowances (98%), providing employh a car or oil compensation (85%).
Such components as organization of sports (38%Yyearéation for employees (24%) are much
less common.

Results of a salary survey conducted by the renrrit agency “Ancor” in 2006 are a bit
different because the share of Russian-owned coegpaonvered by this survey was higher than
for the E&Y survey: mobile allowances are used 3/98% depending on the region, car
allowances — 57-66 %, food allowances — 50-64%ynaly medical insurance — 52-64%. In our
opinion, these figures reflect the “average” areangnts for the large and medium Russian
enterprises.

According to the PricewaterhouseCoopers salary egireompensation and benefits
policy in foreign companies is more attractive,thia the Russian ones. To illustrate the
difference, experts give the following data: 69%fakign companies provide employees with
life insurance, while only 17% of Russian companiss this benefit.

On the average, expenditures on social benefitgrdimg to the Ernst&Young salary
survey make about 8% of total wage and compensaxpenditures of companies and they

13 Fukolova Yu. Payments according to labour (in Rargs Secret firmyNe23, 15.12.2003.
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equal 2900 US dollars a year for a top managerld®@-1470 US dollars a year for employees
of other categories.

According to one of experts (social partners), Fyddrokopov, department head at the
Russian Union of Industrialists and Entreprenei®SKP), nowadays the most popular social
benefits among Russian employers are short-ternranse programs (with duration not more
than a year), and usually they are voluntary méditsurance programmes. Almost all large
companies of the lead branches in Russia includh puwogrammes into a compensation and
benefits package for their employees. Personnelranse is less spread among small and
medium enterprises, but positive tendencies areroed in this segment as well.

The increased interest among companies in voluntaedical insurance programs is
explained by the fact that it becomes an effectoa to attract and retain qualified personnel.
Besides it is cheaper for companies than to inereagyes. However, this tool is not used by all
companies. As Fyodor Prokopov says, it is commooreyrindustrial enterprises, while trade
and intermediary enterprises do not often use ‘watyrmedical insurance programs for most of
their employees® because it cannot reduce high employee turnovethése branches (the
turnover is traditionally higher there than in, saganufacturing).

3.2.7.4. Long-term remuneration programs

The processes related to the Russian companieg intthe global capital market,
influence the development @dng-term remuneration programg$or employees, especially for
top managers. The share of companies that havepaghams, according to the Ernst&Young
salary survey, was about 24% in 2007 as compar&l% in 2006. Different types of these
programs are used for different categories of persb(See Appendix: Figure 3.2.64). 26% of
companies use long-term remuneration programsofontanagers, 12% - for middle managers,
8% - for professionals and administrative staff, 4f6r support personnel and workers. In most
cases the duration of these programs is 3-5 y439é.of participants of the survey said that they
planned to introduce such programs within the feilg 12 months. In 2006 this figure was only
5%.

Programs of corporate pension plans can also bsidemed as long-term remuneration,
but they are not widespread in Russia: only 15%oohpanies had used such schemes in 2007
(12% in 2006). Interest in these programs remamns bnly 13% of companies in 2007 planned
to introduce pension plans during the followingryea

According to the E&Y survey, the main reasons fot asing long-term remuneration
programs were the lack of necessity and the laclexplerience in the realization of these
programs on the local market.

3.2.7.5. Shadow wages

Till now “shadow” wages remain an essential problenRussian labour market. The
data on the amount and share of shadow wages ebtéiyn different bodies and authorities
differ,**> because it is difficult to register and prove faet of shadow payments. Tax police
estimates the share of shadow wages at 27%. Thpdlgce notes that tax regulation of the

114 Kapustina N. Full package (in Russian). Rossiyakgazeta, 12.12.2007.

115 The following data of different bodies were ob&nin: 1) Litvinenko O. Wages, come out! (in Rusia
http://www.safework.ru/publications/?view=588; 2)usian social policy survey. The beginning of 2000s
(T.M.Maleva, N.V.Zubarevich, D.H.lbragimova ed.h (Russian). Moscow, Independent institute for dqmidicy,
2007.
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recent years has rather led to the increase inoshgdyments than reduced them. According to
the Russian labour inspectorate, in 2006 shadovesvagcounted for 29.3 trillion rubles; it is by

350 billion rubles more than in 2005. Experts cdesithat every forth ruble of wages paid in

Russia is shadow.

Rosstat began to estimate the share of shadow vimgies total wage structure in 1993.
According to Rosstat, the share of shadow wages gret990s (from 15.1% in 1993 to 35.2%
in 2000), decreased in the beginning of 2000s &@% in 2003) and then started to increase
again (to 31.8% in 2005) (See Appendix: FigureGhy.

According to the Russian Ministry of Economic Dehent, in 2000-2005 the share of
shadow payments in the total remuneration fundedain the range of 30-40%, and the share of
shadow payments in the wage structure was mored®nin 2006.

According to the surveys of the Russian opiniorl pehtre (WCIOM)'*® two thirds of
working Russians (68%) do not receive “shadow” veadk3% receive part of their salary in
“shadow” roubles, and 4% get “shadow” salary. OtHeave chosen the answer “it is difficult to
say”. The share of those receiving, partly or it filneir wages “in envelopes” is lower among
workers with high education (70-72%), members otidaholds with the lowest monthly
incomes (5-7% instead of 14-15% for the wealthiesiseholds), workers in villages and cities
except Moscow and St.-Petersburg (8-17% against ®&%workers in Moscow and St.-
Petersburg).

The Russian Government has begun to realize theypol wage legalization aimed at
the reduction of shadow wages. This problem is idened as important by the Russian
President, Vladimir Putin, who emphasized it in @00 his statement at the congress of the
Federation of Independent Trade Unions.

In the beginning of 2006 special interagency corteeg responsible for wage
legalization were established in every region. Bty do not have any enforcement rights, so
they can only “talk” to those employers who pay emgelow the subsistence minimum
established for the region. According to the FeldEaa Service, in 2006 520 thousand taxpayers
were called to the interagency committees, 425 ghond of them raised wages up to the
subsistence minimum.

Specialists of the Federal Tax Service believe th& possible to eliminate shadow
wages in 3 years, while experts think that thisngineenon is ineradicable, but it is possible to
reduce shadow wages share to 18%.

To solve a problem of shadow wages the Governnrerdunced the tax amnesty from 1
March 2007 till the 1 January, 2008 (all who hackreed the shadow wage before 2006, could
transfer 13% of their income to the special accoutttout declaring it in tax police or fines).
However this measure did not lead to consideratdeease of income legalization in Russia. The
main reason for this was insufficient informaticenmgaign: according to official opinion polls,
in December, 2007, the last month of the tax ammestly 58% of Russians knew about its
existence, and only 6% were well informed of it.sBes, according to the results of an
independent survey, about 50% of Russians werdfeneint, to the form of their wages, and
only 28% of Russians are completely negative taleavages™®

18 \WCIOM survey was conducted among 1587 person§anskttlements in 46 Russian regions on Novemlger, 2
26th, 2006. The statistical error does not exceé&b3http://www.wciom.ru.

1171 jtvinenko O. Wages, come out! (in Russian) httpaw.safework.ru/publications/?view=588.

18 \www.weiom.ru
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Another daunting problem is that many companiesRissianominate wages in a
foreign currency(US dollars or euro). As a rule, this scheme asely connected with shadow
wages, when a wage is not only is nominated, lsat paid in a foreign currency. However, even
if an employee receives completely official paynsettis (her) wage depends on the exchange
rate, i.e. his disposable income fluctuates frormtimao month according to the fluctuations of
the exchange rate and irrespective of his (hefppaance. In our opinion, it infringes upon the
interests of employees. But only in 2006 the Fddexbour and Employment Service officially
stated that nominating salaries in foreign currecamyld be considered as a labour law violation.
Before that there were no legal mechanisms to grrdbe rights of workers receiving wages,
nominated in a foreign currency.

Results of the Ancor salary survey, conducted id628mong 103 companies in Moscow
and Moscow, show positive trends, including theuotidn of the number of companies that
nominate their wages in a foreign currency. So2005 45% of companies nominated their
wages in roubles and 44% - in US dollars, while2B06 their share was 80% and 15%,
accordingly. It can be mostly explained by streegthg of rouble in comparison with US dollar.

These tendencies are confirmed by results of thetE Young survey, 2007: the share
of companies nominating wages in roubles tendadmease (in 2007 it was 79-89% depending
on the employee category). It is also noted thajesanominated in a foreign currency are more
common among top managers.

3.3. Working time and work organization
In the Russian Federation there are three mairceswf primary data on working time:
statistics of large- and medium-size enterpriseiective employment surveys of population,

RLMS- Russian longitudinal monitoring survey (sabklé 3.3.1). We will use all of them.

Table 3.3.1. Main sources of primary data on workig time in Russia

Description of survey | Statistics of large- and Selective employment RLMS- Russian
medium-size surveys of population | longitudinal
enterprises monitoring survey

Who conducts? Goskomstat of Russia | Goskomstat of  Russialnternational consortium of
(Rosstat) (Rosstat) organisations

Survey type Total Selective Selective

Observation unit Large- and medium-sizA&n individual aged 15 t@ An individual aged 15 and
enterprises of al| 72 years older
industries

Observation period Month, quarter, half yegA week preceding thé A month preceding the
9 months, year survey survey

Microdata availability Not available Available principle Available

Availability of panel Available in principle (on Not available Available

the regional level)

Main data-collecting tool | 1T Form, /-4 Form —| Questionnaire for personsQuestionnaire for adult

since 1998 aged 15 to 72 years persons
Period for which data arg Since 1992 Since 1992 1994-1996, 1998, 2000,
available 2001-2005
Coverage of self-occupiedNo Yes Yes
and occupied in informall
sector
What time is measured? Actually fulfilled Actuafiylfilled and usual| Actually fulfilled

Source:0630p 3ansitoctd B Poccuun. Beim.l (1991-2000rr.) — M.: TEUC, 2002 [Overview of Employment in
Russia, Issue 1 (1991-2000)], 352 pages., p.167.
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1. Trends in average hours

According to expert$t® a specific feature of the Russian labour markes isharp
reduction in actual working time. During the filsalf of 1990s the average number of days
worked by an industrial workers per year, decreaskdost by the whole month. Such
phenomenon was not observed in any country of @eaid Eastern Europe.

According to the selective employment surveys giyation carried out by the Russian
statistical agency (Rosstat), during 1995-2005ntbrenal, orusual duration of a working week
remained almost unchanged (see Annex 3.3.1). Tdieeki duration of a working week was
observed for persons of 40-49 years of age. For theraverage working week is 1.3 hour
longer than for women.

In 2004 for hired (wage) workers the normal (oralsduration of a working week was,
on the average, 39.2 hours, that is by 5.5 houre riinan for those working without hiring. For
heads (representatives) of government bodies amihasdration of all levels, including heads of
enterprises, working week is one hour longer in ganson with the average level. The shortest
working week (28.5 hours) is observed for skilledrkers in agricultural, forestry and fishery
sectors.

Among regions of the Russian Federation the higldesation of working week is
observed for workers in St.-Petersburg, Moscow tliedUrals, Central and Northwest federal
districts. Highest average duration of working wégkbranches was observed for construction,
science and research services, forestry and trangomexes 3.3.2 — 3.3.7).

Figure 3.3.1 shows the dynamics of average actuadtion of working week for all
employed in the Russian economy, also sex-disagtgdg Annex 3.3.8). As we see, in 1993-
1995 there was essential reduction in the averagsidn of working week both for men and for
women, which then started to increase. Since 2@lnhumber of actual working hours per one
worker has stabilized.

Fig. 3.3.1. Dynamics of average actual working hoagrper week for men and women
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119 Kapelushnikov R .Nonstandard forms of employmantl unemployment in RussiaKafietommsnkos P.
Hecrannaprasie popMsbl 3aHsTOCTH U Ge3padotuiipl B Poccun. Ipenpunrt. - M.: I'Y-BIID, 2004)
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It is important that there has been the strongedbfitiation in working hours. Positive
and negative deviations from the standard duragfomorking week were observed everywhere.
For example, in 2000 about 14% of all workers wdrkeore than standard 40 hours per week
(the highest level since 1992). It is possible ¢seat that the Russian labour market showed
atypically high elasticity in terms of changes uration of working hours (Fig. 3.3.2, Annexes
3.3.8, 3.3.9).

Fig. 3.3.2. Distribution of workers by actual duraion of working hours per week

O T T T T T T T
1992 1993 1994 1995 1996 1997 1998 1999

2000 2001 2002 2003 2004

‘EI 30 hours and less B 31-40 hours O 41 and more hours ‘

RLMS data give almost the same result. As a whavenf1998 to 2004 the actual
duration of working hours per month increased bly@0rs and reached 173 hours in 2004.

At private enterprises with participation of thatstthis indicator remained stable, and at
state-run enterprises it increased a little, thepri@ate enterprises without state participation i
grew significantly since 2000 (tab. 3.3.2). It slible noted, that according to RLMS, in 1998 in
the situation of essential reduction in the actdaflation of working hours at state-run
enterprises, we can observe growth in working hatuggivate enterprises.

Table 3.3.2%° Actual duration of working hours of workers by type ownership
(average hours for the last 30 days)

Year of survey
Types of enterprises 1994| 1996 1998 | 2000| 2002 | 2004
State-run 161 161 162 16P 165 168
Private with the participation of the statel69 | 163 | 154, 167 167 16}
Private 165| 164 169 184 180 177
Total 161 | 166| 163 172 170 173
Valid answers 1170 897 | 793 | 843| 10031102

120 Temumukmit AL ®akTOop COOCTBEHHOCTH B  TPYAOBOM IIOBEICHHM HAEMHBIX  PaOOTHHKOB

tpancopmupyromieiics Poccun (Temnitskij A.L. Property factor in labour behawiof wage workers in the
Russian transition economy http://ecsocman.edmages/pubs/2006/11/18/0000295360/Temnitskij.pdf2)p
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2. Long hours

Wile relizing all weaknesses of average estinmgtiat is still important to assess how
essential was overtime work for workers of diffdréypes of enterprises (in comparison with
standard 168 hours per month or 40 hours per Wedkdb. 3.3.3).

Table 3.3.3%? Share of workers with overtime work (more than 16&hours per month)
by type of ownership (%)

Year of survey
Type of enterprise 1994 | 1996/ 1998 2000 2002 2004
State-run 70 56 50 40 37 31
Private with the participation of the state | 14 25 2 24 20 16
Private 16 19 29 36 43 52
Valid answers 417 | 371 265 338 436 439

The obtained data show that the share of worketh wvertime work at state-run
enterprises consistently decreased, while at mivaatterprises without state participation it
increased. First of all, it was determined by clemnig production volume, which was decreasing
at the state enterprises during the entire 199t$,gaowing at the private ones (owing to their
maneuverability and flexibility). There were no @ssal distinctions in gender, age, education
and qualification structure of workers with actuaidrking hours more or less than 168 hours per
month.

3. Part-time work

By estimations of expert$® various “non-standard” ways of adaptation — corapry
leaves without pay, secondary employment, employnmeimformal sector etc. — were specific
features of the Russian labour market is compavemthter economies in transition where these
schemes were not widely used.

All these “non-standard” mechanisms had one impbxammon feature - their informal
or semiformal basis. Usually they were use beyanddnd other formal requirements, or were
direct violations of the law. As a result relatidmstween workers and employers became more
informal, and explicit labour contracts were mored anore replaced by implicit ones. The
spread of compulsory part-time work can be assebgagsing data of table 3.3.4 and Annex
3.3.10.

121 standart month is 21 working days.

122 Temnitskij A.L. Property factor in labour behavigfrwage workers in the Russian transition economy
(Temuuuxuii A.JI. @akTop COOCTBEHHOCTH B TPYIOBOM IIOBEIAEHHH HAEMHBIX pabOTHHKOB TPaHC(HOPMHUPYIOIIENCS
Poccun http://fecsocman.edu.ru/images/pubs/2006/11/18/28RR60/Temnitskij.pdf , p.12)

123 K anemomnuxkos P. Tlnactuunas monens //OTtedectBennble 3amickn, 2003 Ne3
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Table 3.3.4** Distribution of employees by working schedule (%of the aggregate number

of employees)

1992/19931994]1995/1996/19992000,2001 2002
The number of workers at part-time work, thousaespns | 134B.7271986/22092303 15441100311631110
Workers at part-time work, % of the aggregate nunatbe
19| 25| 314 34 37 2p 1, 118 1
employees
Including:
The compelled part-time employment:
- Could not find fulltime job and thus searched for additid
. 01( 0,1 01 04 01 o4 Off 02 O
or another job
- Have been transferred on the employer’s init@atto part-
o N 10101 0,2y 042 0,2 09 O, (¢ 0
time job and thus had to search for additionarather job
Voluntary part-time employment:
- Could not find full-time job, but did not searfdr
N ) 02| 0,2 0,20 03 0,3 O, OB 03 Q
additional or another job
- Have been transferred on the employer’s initativ part-
o ] N 09| 10f 26/ 1,4 2| 02 Op O3 O
time job, but did not search for additional or amtjob
- Did not wish to accept an offer of full-time job 06| 05| 0,4 04 04 0,8 O, 0|3 0
- Visiting educational institutions - - - - - - , 0| 0,1
- for health reasons - - - - - - -101] 01
- for family reasons - - - - - - - |01 0,1
- For other reasons - 10,7| 0,61 0,7/ 0,4 0,6 O, o3 O

NOTES:

1. 1992-1995 - October, 1996 - March, 1999-2002:=-dverage of four quarter indicators

2. In the given table the number of part-time weoskie calculated on the basis of respondents’ exttis

3. Relative indicators were calculated in percemtagrms to the number of employees because duhieg t
population survey on employment only employeesasked about their working schedule (full or parb).
4. In 1997-1998 the data on the working schedulewet collected. Till 2001 participants had beesked only if
they were searching for additional job or weready to work more. Since 2001 questionnaires coathspecial

questions on desire to work longer time and onssiephe process of searching for an additional jib

As we see, the share of part-time workers is rbtismall (in comparison with other

countries of Eastern Europe). At the same time ecifip feature of the Russian part-time
employment is that generally it has a compelledattar. That's why it is quite obvious, that
after the beginning of economic growth in Russiat-pme employment sharply decreased
(more than twice) and now its level appears to\mndess, than at the initial stage of reforms.
At the same time the situation by branches esdigndidfers. For example, in 2004 the share of
workers that received leaves without pay duringeary counted for 0.1% in finance and
insurance and 20% in light industry. (Annex 3.3abd 3.3.11).

*k%k

2% |bid
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According to the survey among social partners,dda problem of changing the normal
duration of working hours (its increase or redut}its not considered as acute or topical. Also
social partners do not consider a problem of wayldaoring «unsocial hours» as topical. Of the
social partners named minimum wage regulation issuthe most important: in their view it is
more pending than working hours and working schededulation.

3.4. Working rhythms and stress at work

Unfortunately, there are not representative staéistiata that covers such issues. Main
shortcoming of the existing data is: irregular detdlection and insufficient coverage. These
factors do not allow estimating actual tendenatea full extent. But some conclusions still can
be made.

First of all, work has become more intensive anessful, which was reflected in
working time increase and heavier stress at woridcofding to the Federal Service of State
Statistic (FSSS) researches, working time in 19998laveraged 32,5 hours and this indicator
grew by 10% during following 10 years. These arerage figures, they vary greatly depending
on employee's status. For managers it has inadased-10 hours, for top managers — by 12-
14 hours:® According to CLR SU-HSE (CTI GU-VShE) at least 1@%Russians work extra
hours. A survey of work-related values, that waspleted in September 2007 showed, that in
1998 the number of people who wanted to have astditiwork and to earn more was equal to
69%, by 2005 this share went down to 55% (it lbarexplained by working time growth) and
in 2006-2007 it grew up to 61.6%.

These changes provoke increase of stress at wixkording to Kelly Services
investigation organized in 2005, 24% of employeessaer their jobs as very stressful and
intensive, the remaining 76% are distributed awWed: 56% consider their job rather intensive,
16% call not intensive enough, in 4% did not angderThe 2006 Kelly Services research
showed that stress was not an issue of conceremgioyers: 59% of respondents were not
worried about their daily stress level. Such highufes can be explained by high stress
resistance among Russians.

The International Business Report (IBR) by inteioral audit and consulting company
Grant Thornton demonstrated that stress level arRusgians is increasing. In 2006 Russia was
among first ten countries with high stress levieis(indicator was equal to 60%), one year before
this it was 51% and now it achieved 76% (as contbarehe global value of 56946°

Factor affecting stress increase were analyze2D0b and, according to experts, they
have not changed much since then. The followintpfaavere identified for Russia: government
regulations and bureaucracy (60%), macroeconoratsin (56%), competition growth (50%),
lack of time for family and friends (44%), lack tbke time (43%), problems connected with
income dynamics, relations with partners anebwners (34%), higher consumer requirements
(34%).

Stress level increases abruptly together with GR&wth. According to employers’
estimation, stress level goes up together with fiveduction growth and increased
responsibilities (Ruslan llyasov, HR Director, AdcRussia). Another reason of higher stress
simultaneous income and worktime increase (memb8usiness Russia general council, lvan

125 Kipyatkin A. Have bring to Europe// Labour marka1.10.2007
(http://www.e-prof.ru/jurnal/rynok_truda_mneniya splertov/dognali_evropu.htm)
128 http://hse.ru/temp/2007/10_03_roundtable.shtml
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Polyakov). Stress level intensification among gueaeurs is different for different sectors and
is connected with their economic situation.

In economic sectors that are competitive on theeifor market stress level is not
necessarily higher. Higher stress is more typioalsectors that operate on the internal market
and sectors where intellectual workers are requiféé highest stress level is among managers,
white collars. Traditionally stress level for blaellars is lower, but it increases at the time of
trade-union activity (one of examples is the recsmike at Ford factory in Vsevolzhsk).
Layoffs'?” and employer's refusal to meet the trade-unioremahds, put more pressure on
employees.

In general, the issue of intensive and stressfukwsocrucial for Russia, one can tell this
by the number of stress management trainings.

Strange as it may seem, but high stress level aingfection from work do not contradict
each other. Kelly Services research argues that tkeconnection between level of stress and
level of work satisfaction. Among employees whosidar their job as very intensive only 51%
are happy with their job. Among employees who sgppthat their work is intensive enough
70% are completely satisfied and happy with thefr. jin accordance to VCIOM study, only
16.5% of respondents are ready to change theibgohuse it is very exhausting and intenffe.
Low wage remain the main reason for changing joimoAg the criteria, which determine job
choice, such criterion as convenient working timd workplace location is on the 4th place and
Is important for 22% of respondents.

According to a poll organized in 2005, 70.5% ofp@sdents think that work-life balance
is well maintained. This value is minimum for emyses aged 30-39 (63.2%) and for those who
work in medium-size foreign companies (54.5%), 9t maximum for employees after 40
(78.9%) and those who work in medium-size Russ@npanies (88.2%). The data of Kelly
Services survey (2006) shows, that 74% of respdedme quite satisfied with their work-life
balance.

The same results are shown in Euro-Consult resehigher salaries and career growth
opportunities are more important than work-lifedvede for 97% Russian managers, who search
for new job. Other 3% either had health problems<auldn’t manage their workload at the
previous jobt?° But the increase in living standards and stabififjuences interest to work-life
balance in a positive way. In general Russians tendork extra hours and prefer work to rest.
However employers’ policy guaranteeing possibititybalance work and life is important for
employees. In accordance with Monster Work/Lifeabak survey (2007), 89% of employees
think that flexible working time, distant work amaportant in choosing new job. More than % of
employees suppose, that employers initiatives inkvite balance area increase loyalty and
work efficiency, 82% say that it is rather or vémyportant for them, if their employer has such
schemes or not.

Employers™ position toward labour relationship f@mnged dramatically during last
decade. If in mid-nineties employers withdrew costglly from social policy, in mid 2000ies
they accepted corporate social responsibility cpnhcdoday indirect stress-related costs
(decrease in labour efficiency and productivity)camt near 30-50% from remuneration of
labour fund (according to employers’ estimatioli) This tendency explains why social

127 Ford workers are ready to renew strike// httpd/fili/node/2318.

128 http://wciom.ru/arkhiv/tematicheskii-arkhiv/iteriigle/8094.html.

129 hitp://www.rb.ru/career/knowledgel/lifetreasure€2M7/31/123004.html
130 Gromova O, Company, 17.03.2006
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responsibility programmes are developed both onfederal and regional level. Moreover in
2006 the number of Russian companies that had imadstments in the social sphere reached
80%. More and more companies realize how impofiahite” salaries and social package are.

According to Ernst and Young compensation and bsneurvey (2006), medical
insurance, mobile phone and nutrition compensasqorovided as necessary minimum for the
majority of employees Unfortunately, there are mepiresentative statistical data that covers such
issues. Main shortcoming of the existing data aregular data collection and insufficient
coverage. These factors do not allow estimatingahdendencies to a full extent. But some
conclusions still can be made.

Many companies broaden their social package: mledigurance for employees’
relatives, partial or full compensation of childreanstitutions etc. In spite of companies
attention to social package, many of them are meidy to make arrangements for their
employees to balance work and family responsieditiMonster Work/Life balance survey
shows that among HR managers surveyed only haffiders initiatives in work-life balance as
important. Only 29% of employees consider compap@gy in ensuring work-life balance as
“excellent” or “good”; at the same time 58% of emydes say that their employer insists on
working extra hours. Still 56% of Russian employass satisfied with their companies’ policy
and ethical values (Kelly Services, 2006). Thegarés are unlikely to change in long term: only
61% of HR managers think that employers will depeleork-life balance programmes in the
next 5 years, only 56% believe that situation wiiprove in the future, and 49% suppose that
work-life balance programme would allow them taadt more qualified staff. Thus we may
conclude that employers prefer compensate extr&,woan to reduce workload by distributing
it among more staff.

Interaction between stress level at work and deseate is the following. On the one
hand, Russians take less sick-leave, on the otled, this fact does not mean the decrease in
occupational diseases and injuries. Employees pi@f®ork when they are sick than to lose part
of their salary or career growth opportunities.

The following conclusions can be made.

First of all it is obvious, that the attitude to rkaf both employers and employees has
changed. Employees are ready to work extra houlst@arearn more. Employers are ready to
implement corporate social responsibility policies.

Secondly, standards of living in Russia are nohtegough to choose a job. The main
work motivation is still salary and career growtbportunity, and not working time. However
but the recent trends in workers’ priorities arégtsiy toward work-life balance.

Thirdly, companies have realized that increasimgsst level needs to be compensated
with additional social package and worker-frienHIR policies.

3.5. Occupational Safety and Health (OSH)

One of employment aspects causing special conaerthe Russian Federation is
occupational safety and health.

Annually over 30% of deaths in Russia are persémble-bodied age. Death rate among

able-bodied population in Russia exceeds that ke European Union by 4.5 times, and it is
2.5 times higher than the average death rate artwinfRussian population. For this reason
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average life expectancy in Russia is extremely40@6 years. That is 12 years less than in the
USA, 8 years less than in Poland and 5 years hessih China.

According to experts, in 2006 Russia’s economicdgsrelated to damage (loss) to
workers’ health, due to harmful and (or) dangenaosking conditions, accounted for more than
500 billion roubles (1.9% of the gross nationalduct). On the average, about 10 working days
(in the European Union countries — 7.9 days) ast tlue to illness of workers. Taking into
account the total number of workers employed ingbenomy (69.4 million persons), working
time losses in 2006 were about 700 million workilays; over 2.8 million persons in the country
did not work because of illnesses.

In 2006 5.7 million persons (41.2% of the total m@mof workers) worked in harmful
and dangerous conditions and were entitled toaet lene kind of compensations for working in
harmful and (or) dangerous working conditions (ge®nex 3.5.4). These compensations,
especially additional payments, are called “hazgrdyg” system, which in fact means that
workers “sell” their health for an insignificantdrease in payments.

3.3 million persons (23.4% of the total number airkers) worked at workplaces which
substandard hygiene and sanitary conditions (ge@&5%.1). 56.6 thousand persons worked with
equipment which did not meet the safety requirensefutata by branches is presented in Annex
3.5.1.).

Fig.3.5.1. Share of workers working in harmful anddangerous working conditions by
branches of economy (1995-2005, %).
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According to the sanitary services’ classificatindustrial objects by the level of sanitary
and epidemiologic situation also reflects problemthe sphere of workers’ health protection: in
2006 working conditions at almost 80% of Russiatemgmises were considered as dangerous and
harmful for workers’ health, and only one-fifth ehterprises met the requirements of sanitary
legislation (Tab. 3.5.1).
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Table 3.5.1. Distribution of objects under surveititnce by level of sanitary and
epidemiological situation in the Russian Federatior(%)

Years | Distribution of objects under surveillance by level of sanitary and epidemiological situation
satisfactory unsatisfactory extremely unsatisfactor

2002 214 51.7 26.9

2003 22.8 52.2 24.9

2004 22.9 53.9 23.2

2005 20.7 56.6 22.7

2006 214 58.4 20.2

Source: Sanitary-and-epidemiological conditionshiea Russian Federation in 2006: State Report: &aentre of
hygiene and epidemiology of Rospotrebnadzor, 2p0721

For the period under review almost all branches daehdency of growth of a share of
workers involved inrough physical work and also working in the substandard sanitary and
hygienic conditions. Among harmful occupationaltéas the greatest share practically in all
kinds of activity belongs to high-intensity noigenong other factors are ultra - and infrasound,
dust- and gas- polluted level and increased lelveibwation (data on employment of workers in
harmful working conditions by types of occupatiofadtors depending on economic activities is
presented in Annex 3.5.2).

Dynamics in shares of workplaces by harmful phydmetors at industrial enterprises is
presented in Tab. 3.5.2.

Table 3.5.2. Hygienic characteristics of workplaceswvith substandard conditions, by
physical factors, at industrial enterprises of theRussian Federation

Share of workplaces which do not meet hygienicirements, %
Physical factors 2002 2003 2004 2005 2006
Noise 27,52 26,32 26,29 23,53 25,96
Vibration 16,05 14,06 15,05 15,77 13,92
Electromagnetiq 18,15 17,12 15,04 12,18 13,33
fields
Microclimate 16,66 14,64 13,48 10,69 10,24
Light exposure 21,59 20,64 19,31 17,67 17,37

Harmful factors of the industrial environment neggliy affect workers’ health, including
women workers. At many enterprises the admissiowahen to works with substances of 1st
and 2nd classes of dandétallergens, carcinogens and other potentially demgesubstances
poses risk to reproductive health and raised riskazurrence among them of occupational
diseases proceed¥ In Russia more than 106 thousand women of repta@uage are involved
in rough physical work. Every sixth woman who wonkdeated microclimate and is exposed to
chemical substances is infertif&.

131 GOST 12.1.007-76 “Classification and general safetiuirements” establishes the following standaatmful
substances are subdivided into four classes ofetdmg their influence on human health:1. Extrenddyngerous
substances. 2. Highly dangerous substances. 3.rslietiedangerous substances. 4. Lowly dangeroustautes.
132 |t contradicts the requirements of SanPin2.2.0.865Hygienic requirements to working conditionsvedmen»
regarding their admission to works with substanmie&st and 2nd classes of danger, allergens, reagens and
other potentially dangerous substances having tisgtof reproductive health damage and occupatidis&lases.
133t is necessary to emphasize that from the pdintew of gender equality man's reproductive hetdtthe same
degree influences quality of posterity, as femse agree with the ILO view on this issue: it is @&gary not to
limit the admission of different groups to dangereworkplaces but to do these places more safe.

64



Along with traditional adverse factors, the inciagampact of psychosocial factors has
been also observed lately. Studies on the impagtarigosychosocial factors show that about
18% of problems with health of the working popuwatiare caused by stress, depression and
anxiety.

Working conditions at state-run enterprises of kallds of economic activities are
generally better than in the non-state sector fsa@ex 3.5.3.). This is also confirmed by the
RLMS study®* devoted to the time spent on rough physical wWotkThe share of workers
involved in rough physical work for more then 5 hoduring a working day, was the highest at
private enterprises. In 1996 the distribution ofeeprises by this indicator was as follows:
private enterprises — 25 %, state-run enterprid€s9; in 2002 - 22 and 15 %, accordingly.
Assessment of working conditions by the level dfssaction of workers was much lower for
private enterprises as compared to the public aesage values are 2,8 and 3,0 accordingly.

As the legislation provides a wide enough list ehéfits and compensations for work in
harmful and dangerous conditions, the number ofqgrex who are entitled to these benefits
grows steadily (see Annex 3.5.4). Annually aboud #busand persons go on early retirement,
grated to them for working hard and harmful workawgditions.

Such conditions of employment should lead to thewtfn of occupational diseases,
injuries and accidents (but somehow the statigtamss not show any increase!). According to
experts occupational safety is one of the mostupted sphere$® Probably, this fact explains
"optimistic" statistics of injuries and diseases.

The analysis of official statistics shows thatttee considered period the number injuries
at work steadily decreased, both among women anohgmmen (see Fig. 3.5.2 and Annex
3.5.5).

Fig.3.5.2. Number of victims of accidents at work1990-2006)
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134 Russian Longitudinal Monitoring Survey.

135 Temnitsky A.L. Property factor in labour behavidrwage workers of Russia in transition,
http://ecsocman.edu.ru/images/pubs/2006/11/18/0EERED/Temnitskij.pdf, P.14

136 prokopov F.T. Public-private partnershio: a qyaditlucation and health of workers. — in: Sociakfion of the
state in the economy &X1 century/under the editorship of Professors Ahio\A, Yelizarov V.V.,B, Zhiltsov
E.N., Kolosova R. P. — M.:MAKS- Press, 2007, ppR-1B7
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At the same time annually about 90 thousand pergehsnjured at work, more than 3
thousand accidents are lethal. Particularly highrynlevel of traumatism is registered in the
organisations of non-public ownership.

Since 1996 statistical monitoring of occupatiomgiifies in Russian has been maintained
only at selected number of branches of economyewvties phenomenon is most widespread: the
industry, agriculture, forestry, transport and camnmation, construction, wholesale trade in an
industrial and technological production, storageglggy and mineral prospecting, geodesics and
hydrometeorological services, housing and commuseaVices, public health services. Since
2004 statistical monitoring has been organized gy torresponding types of economic
activities. Collection of statistical informatiors icarried out at large and medium-size
organizations on continuous basis, at small busesgesn the basis of census method based on
the number of workers’

At the same time it is necessary to note, that datut industrial injuries of Rosstat
appear to be considerably lower than similar ddt&acial Insurance Fund and the Federal
Labour Inspection (see Tab. 3.5.3)

Table 3.5.3. Number of workers — victims of lethabccupational injuries and occupational
diseases

Years | Data of Rosstat Data of Social Insurance Fubéta of Federal Labour Inspectign
2001 4368 5755 6194
2002 3920 5712 5865
2003 3536 5180 5185
2004 3292 3684 4924
2005 3090 4235 4603
2006 2881 3591 4301

Sources: Social Policy Review in Russia. The baggn@000/under the editorship of T.M.Maleva, N.Vhawevich,
D.H.Ibragimova, etc.; Independent Institute of &bé&lolicy. - M.:NISP, 2007, p.386, the National wgpon OSH
in 2006 .

The table shows that, according to all occupatiamjaties registration systems in Russia,
there is the decrease of this indicator, both soAlie and in relative value. Partly this decrease
can be explained by closer attention of the Sobialrance Fund to accident prevention.
However this decrease should not create an illusfoa steady and systematic progress. The
analysis by the All-Russian OSH Center (VCOT) & Russian Ministry of Health and Social
Development shows, that the decrease in this ahalids to some extent caused by changes in
the production structure, by considerable reductoddnhazardous economic activities, i.e.
extracting and processing industries, mining ingysinanufacture of agricultural production,
timber cutting, etc.

Among main causes of occupational injuries areatiohs of labour and occupational
regulations and the unsatisfactory organizatiomahufacturing process (see Tab. 3.5.4)

137 Source: Public health services in Russia. 200 Bt./Rosstat.M, 2005. - p. 297.
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Table 3.5.4 Structure of principal causes of an oaopational injuries in the Russian
Federation in 2006 (According to ROSSTAT)

 Relative
Reasons share, in %
Unsatisfactory organisation of manufacturing preces 24,0
Infringements of traffic rules 10,0
Infringements of technological process 7,0
Lack of training on OSH, on safe working methodsl am reviewing the 6.0
observance of OSH requirements '
Unsatisfactory maintenance and organisation of plades 6,0
Operation of faulty cars, mechanisms, the equipment 6,0
Infringement of labour and industrial discipline 41,0
Total 100

Positive dynamics is observed alsoamtupational diseasesee Annex 3.5.6). In 2006
7 740 cases of occupational diseases and poisowags registered, including 1 633 among
women workers (in 2005 — 8 197 cases, includingd® 8mong women). The occupational
disease rate for the whole country remained aletved of 2005 and amounted to 1,61 per 10 000

workers (Fig. 3.5.3).

Fig. 3.5.3. Occupational diseases (per 10000 workg
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Disease entity of chronic occupational diseaseksl@s follows: diseases connected with
influence of physical factors — 39,0 % (in 2005 &;63%), caused by exposure to industrial
aerosols — 24,5 % (27,0 %), connected with physigalloads and an overstrain of individual
organs and systems — 19,7 % (18,2 %), intoxicatansed by the exposure to chemical
substances — 7,7 % (8,1 %), diseases caused lexposure to biological factors — 5,2 % (6,3
%) (fig. 3.5.4). Also allergic diseases — 3,3 % (%) and professional new growths — 0,6 % (0,4

%) were registered.
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Fig.l%s. 4. Distribution of occupational diseases the RF by industrial factors in 2006
(%)
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Fig. 3.5.5. Circumstances and conditions for occuence of chronic occupational diseasts
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In the Russian Federation the occupational diséaseis established by specialized
medical institutions according to the list of ocatipnal diseases and the instructions on its
application.

138 About sanitary-epidemiologic conditions in the Bias Federation in 2006: State Report — M.: Fedmatre of
hygiene and epidemiology, 2007, p.1300 ‘taHuTapHO-3MUAEMHOIOIMYECKOM 0OcTaHOBKE B Poccuiickoii

Oenepauun B 2006 rogy: TNocynapcrBennbiit nokian.—M.: depepanbHblii LHEHTP TMIUEHBI W SMHIEMHUOJIOTUU

Pocnorpe6ramzopa, 2007.—c. 130/

139 |bid, p.136
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At present there is a certain standard base wretines harmful factors and hazards at
work; there is also a list of harmful industrieid implies participation of medical doctors with
specialization in occupational pathology, who anifiar with the impact of various production
process on workers’ health. However here therecansiderable problems. Medical institutions
responsible for the initial medical examination éw workers and for periodic medical
examinations do not provide appropriate qualitgefvices. In many cases medical examinations
are carried out without the appropriate specialests without recommended tests. Lack of
professional qualification among medical doctoradke to late diagnosis of occupational
diseases. Annual targeted medical examinationstierwhole Russia reveal only 70 % of
occupational diseases, others are revealed oniggipatient’s referral for medial assistance. In
the Republic of Sakha (Yakutia), Krasnodar teryitoBakhalin and Chita regions periodic
medical examinations reveal only 17-40 % of case®aoupational diseases, in the Pskov
district — 5,6 %.

The highest levels of occupational diseases aistezgd in the followindpranches coal
industry, air transport, nonferrous metallurgy, powheavy industry, tractor and road building,
mechanical engineering, ferrous metallurgy and sother branches. In these (and some other)
branches levels of occupational diseases essgntiatieed average levels for Russia. Among
subjects of the Russian Federation in 2006 theesigkevels of occupational diseases were
registered in the Kemerovo region, Komi RepubliajrMansk region, Lipetsk region, Rostov
region, Buryat Republic, the Chelyabinsk region &wdrdlovsk region.

Last five years in the Russian Federation are ckenized by strengthening cftate
supervision over maintaining appropriate working editions.**° The number of organisations
inspected with the application of laboratory anol tmethods for this period increased from 23%
to 44 %, the number of air test taken in a workinge increased from 639,130 to 698,004. The
share of tests that revealed excess of maximumiggbte concentration (MPC) of substances
of 1-2 classes of danger it decreased by 1,5-2time

During last years public health care, in partictitarable-bodies population is considered
to be a priority issue. The public health policytloé state anthe National Health Projecthave
expanded the list of categories which are subjeanandatory periodic health examinations,
preventive medical examinations (for workers of ¢petdry sphere, including doctors, teachers),
and the list of inspections. Among additional maoda examinations are examinations by
endocrinologist, urologist, carrying out of ultragotest, mammography. This allows improving
quality of examinations, to reveal pathology atlyeatages and implement targeted treatment
and prevention programmes. Undoubtedly, additiopatiodic health examinations will
contribute to health care of workers not only imnhiul industries, but also in other branches.

Upon the instruction of the First Deputy Prime Nier Dmitry Medvedev, the Russian
Health and Social Development Ministry has dratiggrogramme aimed at improving working
conditions and occupational safety and health & ¢buntry until 2025. According to this
document, an OSH system based on occupational asdesssment will be introduced in Russia
in 2011.

The programme is aimed at changing the Soviet tiw®&upational safety and health
system as a part of the government’'s new demogrgpbgramme. Its goals are to reduce the
high mortality rate, occupational accidents andeak®s (Russia’s occupational death rate
exceeds the EU’s by 4.5 times) and to improve waxe quality and working conditions. The
programme will be implemented in three stages. myuthe first stage (2008-2010) it is planned

140 About strengthening of the state sanitary-and-@pidlogic supervision of working conditions. - thrin state
health officer of the Russian Federation. The deciNe 16, Moscow, 29.03.2007
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to reduce the death rate among employable popolattxzupational accidents and diseases by at
least 8-10 percent.

During the second stage (2010-2015) the programeeé&ssto reduce the occupation
mortality index (the number of occupational degibs 1,000 workers) to 0.1 and the number of
dangerous jobs to 18-20 percent (at present, #tesmakes up 41 percent). By 2025 Russia’s
OSH system should reach EU standards: dangerosis-j8tb percent and occupational mortality
index — 0,05-0,08. “This concept is much bettenttiee old system of workplace certification,”
said senior OSH specialist of the ILO Subregion#ic®, Wiking Husberg. “Russia’s OSH
situation is very difficult. The system needs chemglen years ago there was no recognition that
safe work is economically viable, but now peopldenstand that occupational accidents impose
a heavy cost. Some enterprises have already irgealdiinis system, but the problem is in small
and medium companies,” he safd.

On June, 27-28th, 2007 in Moscow there was heldntieenational conference devoted to
acceptance of the new interstate standard of GOZ0D.230-2007 “Occupational safety
standards system. Occupational safety and healtlagement systems. General requirements”.
New GOST corresponds to principles of the Inteovati Labor Organization (ILO) stated in the
Management on control systems of a labour safetylltd-SUOT 2001. This GOST will be
introduced in Russia as from July, 1st, 2009, emprises and organizations may apply it
before that date. The date for entry into force haen selected so that to allow a two-year
preparatory period to create standards on its dotthon and audit, to prepare experts and
auditors, to create certification system as the mtandard will replace the current GOST
12.0.00-2002.

One of serious problems in the field of occupaticaety and health is that the current
OSH management systenesponds to insured events instead of preventiagnt The analysis
of influence of adverse production factors on Heaftworkers is practically not carried out; the
system registers accident consequences, instdadkofg into its reasons. The main attention is
paid not to the prevention but on compensation trkers for accidents that have already
happened.

The analysis shows, that roots of OSH problems lwarfound in the current social
insurance scheme. There is a clear need to radicaltlernize the system of insurance against
occupational accidents considering, that risks occupational injuries viich workers are
exposed, are controlled by employers and accornglisgbuld be in sphere of their direct
responsibility.

An important economic tool to increase the efficignf the OSH management system is
mandatory social insurance against occupationadlects and occupational diseases.

In 2006 according to the Federal law «On insurdag#s for mandatory social insurance
against occupational accidents and occupationabdes for 2006» from 19.12.2086179-FZ
the number of classes of a professional risk isegmed from 22 to 32. This allowed to make
more concrete definitions of kinds of economic\atéis of insured subjects and to ensure better
conformity of insurance tariffs to the types of Bomic activities.

According to the Resolution of the Governmental tbé Russian Federation dated
01.12.2005 No. 713, instruction of the Russian Btiryi of Health and Social Development dated
10.01.2006 No. 8, classification of kinds of ecomomuctivities by classes of professional risk

141 Russia’s OSH system to be reformed//Newsle&dr(31), 2007, Page 4
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was established. This classification was in foreerdy 2006 and became invalid on 01. 01. 2007
when the order of Russian Ministry of Health andiSloDevelopment «On the establishment of
the classification of kinds of economic activitieg classes of professional risks» dated 18.12.
2006 No. 857 for 2007 was issued.

According to the Social Insurance Fund of the Rars$iederation, in 2006 the number
of insurers under the mandatory social insuraneenagoccupational accidents and occupational
diseases increased by 11 % in comparison with 20@bamounted to 3 million 976 thousand
legal and physical persons.

The number of the insured under mandatory socialirance against occupational
accidents and occupational diseases reached Gampkrsons. The sum of insurance payments
under mandatory social insurance occupational entsdand occupational diseases made by
insurers, amounted to 37 874 134,8 thousand routhlaswas 10,5 % more than in 2005. The
overall number of insurance events in 2006 decckhgel 849 (1,9 %) as compared to 2005.

Insurance payments in 2006 were made to 561 thdugayees, including 5 thousand
who have left Russia for permanent residence. Esggein these purposes amounted to about
27,2 billion roubles and were directed on monthigurance payments, temporary disability
allowances under mandatory social insurance agatwipational accidents and occupational
diseases, expenses on medical, social and prafi@ssehabilitation and other purposes.

Another important issue istrengthening of the state supervision and contmler the
observance of the labour legislation. With a viewealization of requirements and provisions
of the ILO Conventiori\e 81 on Labour Inspection and the accompanying Bobtof 1995, the
Labour Code of the Russian Federation and othex lesgulations aimed at protecting labour
rights of citizens, including the right to safe wmg conditions, Federal Labour and
Employment Service and its territorial bodies {ire subjects of the Russian Federation)
undertakes systematic control over the observaifictheo labour legislation and other legal
regulations in the labour sphere. The main fornsugervision and the control is inspections of
observance of requirements of the OSH legislationoiganisations with the issuance of
compulsory instructions and prosecution in accordawith the legislation of the Russian
Federation.

The considerable attention of state labour inspestiis given to interaction with
territorial braches of the federal executive bodatker state bodies authorized with supervision
and control in the established field of activitggional executive bodies, associations of trade
unions. In particular, in 2007 practically everyrdhinspection check was held together with the
above-mentioned bodies. So with a view of the neffgictive supervision and control over the
observance of the labour rights of workers, in 2@@te than 10,6 thousand inspections were
organized together with representatives of traderumssociations. State labour inspections
initiated meetings at municipal administrationshwihe participation of employers, heads of
local governments, Offices of the Public Prosecutssociations of trade unions, where
inspections results were discussed. Overall restilise work of the State Labour Inspection can
be seen in Annex 3.5.7.

3. 6. Access to training
Today Russian enterprises make special emphadgistrafirm personnel training. They

consider it important for maintaining competitiveaein the situation of increasing deficit of
qualified personnel.
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According to the results of a sample survey, Russraerprises rated the lack of skilled
and qualified workers as the number 2 in the listneestment and development constraints
(taxation was rated number one). Small enterpmstrsless than 100 employees also called it a
major or severe constraint, although not as sedsuaccess to fund®

At the same time the official statistical data shbat only about 0.3% of the total labour
costs at Russian companies are allocated for imtrafaining (See Annex 3.6.1). This share
differs by branches, although insignificantly —rfr®.1% in construction to 1.4% in finance and
insurance sectors.

Special sample surveys give more detailed infommatabout the distribution and
availability of in-house training. One of these va&ys was conducted in 1998 among 4000
households in the cities of Kemerovo, Lyubertsyn8a and Syktyvkal*® Almost a quarter of
all respondents had received additional or refrestintraining during the preceding 8 years.
Two thirds of them had received training during pineceding four years. Among those who had
been trained 90% were persons under 50 years pi7&fe were women, 82% were people with
secondary vocational or higher education, 64% waenagers and specialists. These data
indicate that the probability of additional traigims higher for people with higher social status
and educational level.

There is inter-branch differentiation in the coyggraf workers by in-house trainings (See
Annex 3.6.2). More often trainings are organizedtfmse employed in high technology sectors
(health services, finance and crediting, educatitm)other sectors, especially in construction
and manufacturing, this share is much smaller.

Essential differences in the coverage by trainiags observed in different sectors of
economy (See Table 3.6.1)

Table 3.6.1. Share of workers that received additiwal training since 1990 by sectorg*

Sector of the economy  Share of trained workers f{#etotal number of workers in the sectar)
State Sector 17
Budgetary Sector 36
Private Sector 15
New private Sector 23
Self-employed 21

It should be taken into account that enterprisedifferent sectors of economy are of
different size, they belong to different branchesl dave different occupational structure of
workers. Besides, according to the above-mentiosadvey, only 56% of the total number of
those trained received training in the new pavsag¢ctor, 30% - in public sector, 7% were
trained while being unemployé®

Expenses on training in the new private sectoirikanh the public one, are born mostly
by workers as employers prefer to hire previouslined and experienced workers.

192 Tan H., Savchenko Y., Gimpelson V., Kapelyushnik®y Lukyanova A. Skills Shortages and Training at
Russian Enterprises (in Russian). Working paper M /04. Moscow: State University — Higher Schobl
Economics, 2007.
143 Kabalina V., Clark S. (ed.) Employment and housdeé behavior: adaptation to conditions of traositi
economy in Russia. Moscow, Russia, 1999.
144 (1a:

Ibid
195 |bid
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Among all forms of training, on-the-job trainingtise least widespread form (10% of the
total number of trained workers in the new privsgetor). On-the-job training is more typical for
such branches, as trade, construction, serviceateding sectors. More common are such forms
as vocational commercial courses (40% of the totahber of trained workers) and getting the
second high or secondary vocational education {aB0%). As a rule, all costs are born by
workers**® In the public and private sectors where largeraedium-size enterprises prevail, the
issue of vocational and refreshment training wascoosidered as so important because of the
difficult economic situation.

According to the results of another survey condiicgte 2005 among 1000 large and
medium manufacturing enterprises in several Russggions, during the recent years the
situation has essentially chang@@the number and share of enterprises that orgamiagtng
programmes have considerably increased (See Fige.) More often trainings were
organized by enterprises with excessive numberarkers. It can be explained by the fact that
these enterprises (they are mostly large enteg)risave their own educational base and
programmes of adaptation and retraining. Moreovemy of these enterprises already have (or
are expecting) production growth and they wantaanbgood “financial and economic shape”.

Figure 3.6.1.Share of enterprises that provide traing (% of the total number of
enterprises)*®
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Experts that conducted the survey noted that tmgest duration of training was
observed for enterprises with labour force deffditweeks as compared to with 2—3 weeks in
two other groups). It could be explained by low Idication workers that these enterprises are
able to hire.

146 Gimpelson V., Kapelyushnikov R. The labour andlification demand in manufacturing: between defanitd
surplus (in Russian). Preprint WP3/2007/03 in thees WP3 Labour market issues. Moscow, HSE, 2007.
147 Gimpelson V., Kapelyushnikov R., Lukyanova A. Labaesources in manufacturing: deficit or surpls?
1IEELjJssian). http://demoscope.ru/weekly/2007/0281/6thp.

Ibid
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The results of the survey also indicate the difieeebetween the qualification structure
of labour demand and the structure of in-housenitrgi at all enterprises, irrespective to the
number of employees. More often training is prodid®er the most qualified employees
(specialists and managers) while shortage of tieategories are not the sharpest (See Figure
3.6.2). Priority that is given to training of spalsts and managers can be explained by the
higher return on investments in their special hurcapital in comparison with returns for other
occupational groups of employees. Two thirds oémmtses with shortage of skilled workers do
not provide any vocational training or make investits in human capital (the problem of
shortage of qualified workers is observed in 37-43%nterprises with adequate and surplus
number of employees and for 97% of enterprises shithirtage of employeeky

Figure 3.6.2. The share of workers received trainig (at enterprises that provided training)
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The data on the availability of vocational trainifag all groups of population can be
obtained from sample surveys carried out by sonoeokmical institutions. One of the latest
surveys was conducted by the Russian Public Opifienter (WCIOM):>° More than two
thirds of respondents (67.1%) have not receivedvarcyational training for the last three years.
29.8% received training, including refreshmentnireg (14.2%), training in related specialty
(6.7%), primary vocational training (5.0%), traigiin new specialty (4.0%). The structure of
vocational training forms is presented on Figu@e3.

149 Gimpelson V., Kapelyushnikov R. The labour andlification demand in manufacturing: between defanitd
surplus (in Russian). Preprint WP3/2007/03 in thees WP3 Labour market issues. Moscow, HSE, 2007.

150 0n the 21st -22nd of April, 2007 WCIOM conductesample survey among 1260 18-60-year-old persoh§3n
settlements in 46 Russian regions. 68.1% of tte tatmber of respondents was employed.
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Figure 3.6.3. Forms of vocational training (% of tke total number of those received
vocational training)
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In Moscow, St.-Petersburg and some other largescigivith population more than 1
million people) about 40% of respondents have w@ckvocational training during the preceding
three years, in villages — about 25%. However,amgée cities people more often change their
specialty or occupation, or receive the secondgsibn related to the previous one, while in
villages and small towns people more often getesffment training. The differences among
people of different age groups are insignificantngag working respondents of 18-24 years
primary vocational education prevail while the &haf those who have received refreshment
training is low. In the senior age groups the retais inverse. In groups of 24-34, 34-44 years
and even 45-59 years of age the share of thoseredaived vocational training slightly differs
from the average figures, which proves that ite@sear late to be trained. There are considerable
differences by the level of education. Among wogkrespondents with higher education 43.1%
received vocational training, among those with sdapy vocational education — 34.6 %, with
secondary education — only 22.1%. Specialists higher education more often get refreshment
training (in 24.1% of cases), than those with sdeaoy vocational (14.1%) or secondary
education (6.7%). Therefore the higher educatiorellethe stronger is the desire to raise
professional qualifications.

Respondents who were employed in the public séstaence, culture, education, public
administration, military service, and law enforcemegencies) at the time of the survey
received vocational training much more often (3%)1 than on the average (29.8%).

Many workers expect that their employer would ai#i training and will pay for it.
58.6% of respondents consider that employers shioellthke care of professional growth of
workers, 24.3% - believe that workers themselvesishdo it, 12.3% put the responsibility on
the government>*

As a whole, the share of people who had an oppitytio receive vocational or
refreshment training tends to increase, esped@aillgpecialists (See Annex 3.6.3).

151 Stroganov R. Some features of human capital ackimn in modern Russia. http://www.hr-
journal.ru/archive/article.shtml?wciom
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The number of received refreshment and vocatioaalihg increased by almost 2 times
in 2003/2004 academic year in comparison with 1D9%6 academic year.

The positive dynamics is also observed in the spludrvocational training for the
unemployed (See Annex 3.6.4).

During the last years the highest growth rates weserved for the corporate segment of
business education: for the eight months of 20@8etv by 40-50%. According to analysts, such
dynamics will remain for the next 3-4 yedr8.The data of analytical centre “ExpertUral”
indicate that in 2005 the number of trained in #i®rt-term programmes in the corporate
segment grew by 65%, in the open segment — onlg8%. For the medium-term programmes
these figures were 43% and 12%, accordingly. Adogrdo consulting group “Kachalov and
colleagues” (Moscow) long-term (over 1000 hourshpooate trainings are not widespread in
Russia (2-3% of the total number of trained).

At the same time, as expénsemphasize, participation of employers in education
programmes could be more active if there were feesrictions, first of all related to taxes. The
existing the tax laws allow employers to chargedkpenses on vocational training of the staff
to the cost value. However here are two problems.

1. The restriction on the tax deduction (VAT) orperses on training is established at the
rate of 50,000 roubles per year while the costighdr education is at least 120-180 thousand
roubles a year. The deduction is given for fullditnaining, not for evening or correspondence
courses.

2. According to the Russian Labour code (articlé)2¥cational training and retraining
needs of the enterprise are defined by the emplédyehe same time if an employee at the end
of training passes an examination and receivesctreesponding nominal document (for
example MBA), it can be used for personal needs of the employewever tax bodies do not
take the cost of this training into consideratidmlescalculating the profit tax.

Besides, the expenses on the maintenance or seviegucational institutions and on
higher or secondary vocational education of worlkeesnot considered as expenses on personnel
training. Expenses on training of students andlpwpio are not in the enterprise staff cannot be
charged to the cost price.

There are also some restrictions on the field atfical vocational training. For these
training programs enterprises provide educationstitutions with equipment, specialists and
financial resources. These expenses should be ethaogexpenses of educational institutions,
which usually have no resources for it. Giving emtises the right to charge these expenses to
the cost value could help to solve this problem.

If tax incentives could be introduced then entesg®icould create their own resource
educational centers.

152 http://www.cir.ru/docs/expert/ural/06/06-33-50/83-

korporativnoe_obuchenie.htm?QuerylD=1040467 &Hightiguery=1040467

133 prokopov F.T. Partnership of business and autksrigualified education and health of workersRimssian). In
“Social function of the state in the XXI centuryoeomy”. Moscow, 2007.
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3.7. Social protection coverage
We will begin the analysis of social protectiontsys in Russia with basic definitions.

Social policy is carried out in such spheres ofaaelations, as labour remuneration and
occupational safety; labour market, employment ameimployment; regulation of incomes and
consumption; pensions; social service; targetedak@ssistance; social insurance; housing,
communal and consumer services; education and igoeattraining; retraining and advanced
training; science; public health services; cultuphysical training, sports and tourism;
demography, family, maternity, childhood and yoaffairs; ecological safety; protection of
social rights of all categories of citizens.

Social policy is aimed at protection of old-agdazehs, disabled persons, families with
minor children, and other vulnerable groups of paton.

In the Russian legislation there are several defims concerning social protection:

Social protection of disabled persoms a system of economic, legal and social support
measures, guaranteed by the state that are provigledisabled persons and aimed at
overcoming, replacement (compensation) of limitadian their life, as well as at creating
opportunities for their equal participation in thaciety.

Social support of disabled persons a system of social guarantees to invalids,
established by laws and legal regulations, exaappénsion coverage.

Based on these definitions it is possible to aitebto social protection the following
measures, stipulated by the Russian legislation:

State social assistands granting social benefits, grants, social s@viand vital goods
to low-income families and low-income single persaand other categories of citizens specified
in the Federal Social Assistance Law.

Mandatory social insuranceas insurance of working citizens from possible rofpes of
their material and (or) social status, also dueiimumstances beyond their authority. Mandatory
social insurance is a system of legal, economic arghnizational measures directed at
compensation or minimization of consequences ohgéa of material and (or) social status of
working citizens owing to their recognition as urmayed, in case of occupational accident
occupational disease, disability, illness, traumpeegnancy and childbirth, old age, need in
medical assistance, sanatorium treatment and aberl insurance risks which fall under
mandatory social insurance as stipulated by thsl&gn of the Russian Federation.

According to the Russian legislation, social pra@tguarantees include:

- social service which is activity of social services on provigisocial support, to
rendering of social, medical, psychological, pedpcm, legal services and
material assistance, social adaptation and relatimi of citizens in a difficult
life situation.

According to the Constitution of the Russian Fetlena(Article 39) every citizen is

guaranteed “social security according to age, igecaf illness, physical inability, loss of
breadwinner, for education of children and in ott@ses established by the law. State pensions
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and social benefits are established by the lawuMaly social insurance, creation of additional
forms of social security and charity are encouraged

In general social protection acts as a mechanismeaiat protecting people from
different adverse social factors affecting thde lnd, as well as at smoothing influence of such

factors (see Figure 3.7.1).

Figure 3.7.1. Basic functions of social protectioas a social policy mechanism.
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The above definitions which are fixed in the Rusdegislation show that social security
of workers and the unemployed on the labour maikeine of the main indicators of decent
work. Social protection in the labour sphere isltban principles of safety and on positive
measures promoting security of employed and uneyeplo

Social protection (the state social standards) rsp¥est and foremost:
Workers in need of social support (disabled workilrsetc.);
Workers for whom social guarantees at a workpkeethe first priority in job

selection;

Family workers for whom maternity and child educatibenefits are important.
This kind of state social assistance can be braatiéy employers if they have
social benefits for family workers at their entésps;

Old-age workers for whom provision of state pensiand additional support by an
employer is possible;

Workers and their families who need to be provigath minimum subsistence
means in case of complete loss or sharp reductiomcome for any external

reasons etc.

Social protection of the unemployed covers theofeihg persons:

Those who do not have job (paid employment), wigoimisearch of work and have
applied to a state or commercial employment serwised personal contacts etc., or
attempted to create their own business;

Long-term unemployed persons;

Vulnerable groups on the labour market (youth, wontlee disabled, etc.);
Dismissed excess workers.

The state social standards in the field of emplayraed assistance to the unemployed cover:
procedure for the determination of unemploymentiiasce payment;
size, terms and procedure for granting unemployrbengfits;

%4 The concept of social government (in Russian).décay of labour and social relations. Moscow. 2003.
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— job search procedures;

— procedure for retraining of the unemployed;

— procedure and terms for providing the unemployeth wiformation concerning
employment.

State social standards in the field of wages abduarelations include theinimum
wage rateestablished by the federal law according to theepof labour, and providing
subsistence minimum for a worker and his/ her farfiicluding the child). Minimum wage rate
plays an important role. For example, high minimuvage can force workers with low
productivity to the unemployed group and reducelegment opportunities for youth.

In Russia the influence of this factor on employmand unemployment rate was not
significant, as within 1990-2007 the minimum wag@éerestablished by the lawas extremely
low. It can be illustrated by comparing minimum acerage wages (See Annex Table 3.7.1,
Figure 3.7.2).

Throughout the considered period minimum wages medaextremely low, and the
relation between minimum and average wages forghisod amounted to: 23-35% in 1990-
1991, 5-12% in 1992-2007. The recent trend is arease of both average and minimum wages.

In 2002 the Russian Government officially declagedolicy of gradual leveling of the
minimum wage rate and the subsistence minimum. tBetminimum wage rate is still lags
behind the subsistence minimum. For example, iM208qualled only 7.79% of the subsistence
minimum*® Thus, it does not significantly influence inconeégpopulation.

The minimum wage as one of social state standarBsssia is not an effective regulator
in the sphere of employment.

Legislatively established level of the minimum wageRussia is used in the process of
calculation of various transfers, while its mairterss to guarantee wellbeing of low qualified
employees on the labour market. During the periodeu review the minimum wage was used
mainly:

- For calculations of all social transfers (parebehefits, scholarships, etc.).

- For calculations of monetary penalties (trafficraction fines; employers penalties
for wage arrears, unlawful dismissal of a worker,rhoral damage etc.);
For labour remuneration in the budget sphere acuptd the wage scale, etc.

In 1995-2007 there were several considerable clsanghe social policy:

- Firstly, the elaboration of the new Labour Codedremn 1997 and was completed in
2002 after the draft Code had been approved.

- Secondly, in 1997 the Russian pension reform (iansto accumulative pension
system) started (See Annex Table 3.7.2).

- Thirdly, reforms in the social protection systenravenplemented in 2000-2006 (the
reform concerned payments to citizens with childreedistribution of budget
authority, monetization of social benefits etc.@anex Table 3.7.3).

To estimate the effectiveness of the Russian soefatms it is necessary to analyze several
factors:
1) Financial resources and their allocation on socipblicy implementation

13510 2005 and 2006 the subsistence minimum for thelevRussia was not established by the Government.
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In 1997-2006 the share of social payments (pensi@argus social benefits, grants etc.)
in Gross Domestic Product did not exceed 10.5%gtil monetary incomes of the population —
12-14% (See Annex Table 3.7.4, Figure 3.7.3). Isohlie value total social payments have a
tendency for steady growth. And in comparison w97, in 2006 total social payments have
grown almost by 9 times. Since 2000 the volumeoafad payments has stabilized (See Annex:
Figure 3.7.4).

The scheme of the social protection system is pteden Figure 3.7.5 (See Annex).

In many respects such situation is predeterminecefyyms of 2000-2006 in the sphere
of social support of population. The social poliayned at supporting certain categories of
population depends on the distribution of fundoadted on social security. In 2004-2005
redistribution of budgetary powers began. Durings tperiod distribution of monthly child
benefits was transferred to the regional leveljdabjects were passed from the municipal level
to the regional administrations, etc.

In 1998-2003 new trends in social expenditures aggue expenditures from Federal
budget were reduced, while allocations from theoma budgets grew (See Annex: Figure
3.7.6).

In light of the above changes it is important foe tregional authorities to be more
informed about the employment creation processyiadosuring occupational safety and health
and the population’s needs in social care and ptiote

The Department of Population Incomes and Livingh8sads of the Ministry of Labour
and Social Development of the Russian Feder&ign 2002 carried out a survey of official
internet sites of social protection bodies, in orttereview the availability of information on
social protection measures and programmes.

According to experts, in 2002 social protectiouesswere insufficiently presented in the
Internet, because at that time municipal and rediadministrations had just started to use it.
Only 30 regional administration websites contaimgdrmation on activity of social protection
bodies population and social programmes.

The most advanced websites from the point of viepresentation of social information
and its relevance were in Kaliningrad, Rostov, Sam&ladimir, Tomsk areas, Kareliyas,
Tatarstan, Komi, Khakassias, Hunts-Mansijskaga, Khabarovsk territory, Rostov-on-Don,
Moscow, and Arkhangelsk.

2) Having reviewed total allocations on social potion in Russia, we will analyze
them from the point of view of participation of @yate categories of population in the labour
market (first of all, pensioners). For this purpdsis necessary to understahdw social policy
reacts to changes in the labour markéncluding the representation of various group®ag
economically active population), as well as to grewing inequality in income, wages and
pensions.

In 1992-1996 real wages increased, then for onetleasituation stabilized, and in 1999
this indicator started to fall. The real size ohgiens was the lowest in 1992 and 1999, which
forced old-age people to work in order to survit@,provide themselves with any level of

156 www.minrtud.chelt.ru
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income. Only in 1996 and 1998 monthly pensions eaed or were almost equal to the average
monthly wages and incomes.

Since 1999 incomes, wages and pensions have beenngr The tendency of wavy
distribution of the listed indicators is a resulttbe social policy that did not always maintain
adequate pension rates (See Annex: Figure 3.7ble Bar.5).

According to experts from the Independent Institiste Social Policy:>’ during 1997-
2003 ratio of pensions to incomes per capitavaages was the lowest as compared to the level
of 1997. This indicator reached the minimum level1999 after the 1998 economic crisis
(default), which resulted in the reduction of wddqes, sharp decrease in wages and incomes.
But since 2000 there has been visible growth ofesagicomes and pensions, although pensions
growth slowed down in 2002 as a result of ineffextsocial policy. In general pensions in
Russia are very low, which leads to a later acteatement age than the official one, because
many pensioners have to work after they retireetosgfficient income (See Annex: Table 3.7.7,
Figure 3.7.8). So, in spite of the pensions grovithias not sufficient for providing subsistence
minimum for pensioners and they had to work.

Pensions growth in 2003-2004 was 3 times lower thargrowth of per capita incomes.
It is illustrated by indicators of Rosstat and alspthe data of the Independent Institute for
Social Policy**® In 2003 average pensions were only 7.5% higheam ffensioners’ subsistence
minimum. In 30 regions of the Russian Federatioa, in more than one-third of regions,
average pensions were below the subsistence minigfupensioner; in several autonomous
regions (Chukchi, Koryak, Evenki) — by almost thés. Because of price growth poverty of
pensioners is the highest in the north and easteofountry.

The ratio of the total number of employed in theremmy to the number of pensioners
decreased after the 1998 crisis to 1.66 personat ddn be explained by the lack of interest
among employers in employing pensioners duringetteomic recession. It means that during
recession the government should provide socialeptioin to this category of population,
including on the labour market, in terms of theirwval in real economic conditions of crisis.
The considered indicator increased up to 1.74 pergo 2003-2004 (See Annex: Figure 3.7.9,
Table 3.7.6).

In Russia pensions are subdivided into labour pessiand state-provided pensions
(including social pensions) (See Annex: Table 3.7Pfinciples of the establishment of social
and labour pensions in Russia are presented ihahke 3.7.15 (See Annex).

On 1990s new pension legislation in Russia was Idped, in 1995 the Concept of
pension reform in the Russian Federation, providorgthe transition to a three-level pension
system, was adopted. For the first time in the Rnskistory an accumulative component was
entered into this scheme, private financial infbins were admitted into the system of
mandatory pension coverage. All subsequent dismuisgin pension system concerned basically
questions of a parity of its three levels and & Htope of the application of accumulative
principles (See Annex: Table 3.7.2).

3) Unemployment insurance payments, compensation torkeos in case of
occupational accidents and payments in the casellobEss or maternity leave, etcln Russia

157 Maleva T.M. Social strata and social policy in raod Russia (in Russian). Conference report, Indagren
institute for social policy, 25-26th of Februar@@. http://www.socpol.ru/news/conf2004.shtml

138 |ncomes structure, wages and pensions. Sociatamomic position of households. Social atlas efRussian
regions (in Russian). Independent institute foiaqmlicy. http://www.socpol.ru/
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state and non-state systems of social securityused. We will consider two elements of the
state social protection system: unemployment benafid accident insurance.

Unemployment benefiis a compensation of a loss by a worker of eagingonnection
with the compelled worktime loss due to searchaarew workplace. Principles of calculating
unemployment benefits (as introduced in 2006) agsgnted in Figure 3.7.10.

Figure 3.7.10. Unemployment benefits regulation iRussia (since 2006).

Unemployment

/ benefit (UB) \

As a % of wages As a fixed sum
v v
Tenure is not less than 26 Tenure is less than 26 weeks
weeks per 12 last months per 12 last months, long
period of inactivity, dismissal
75% of the average wage due to labour discipline
Not more || for the first 3 months of violation, etc.
than the unemployment
maximum | | 1.5* minimal
UB, not les 60% of the average wagé unemp!oyment benefit for*
thgn the | for the first 4 months of the first 6 months of
minimum unemployment unemploymer
. | minimal unemployment
|, 45% ofthe average wage benefit for the next 6 |«
later on months of unemployment

Before 2006 unemployment benefits were paid asvid|
- first three months of unemployment — 75% of therage wage;
- next four months — 60% of the average wage;
- later on — 45 % of the average wage.

But, in all cases unemployment benefit could nob&ew minimum wage rate.

For the unemployed who were searching for job Hierfirst time, or after the long (more
than 1 year) period of inactivity, the unemployméenefit was paid at the level of minimum
wage rate. In 1997-2000 the minimum unemploymengebeper month was 83.5 rbl., and from
2000 till the beginning of 2005 — 100 rbl. (Seen&r: Table 3.7.8).

The main disadvantages of the existing system efnyployment benefits in Russia are:
insufficient differentiation in the size of bensfiior those searching for job for the first timelan
those having work experience as well as those efidHe job voluntarily and involuntarily; and
- that is especially important — certain risk ofeffare mentality’ among the unemployed. In
some cases the developed system of payments ieftfeative (either too “greedy”, or too

“generous”), so it can not promote unemploymentrekese but provokes its growth and its
longer duration.

Therefore a minimum and maximum size of the unegmpént benefit was established
on 1 January, 2005. The minimum unemployment bemefs established at the level of 720
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roubles, and the maximum one - 2880 roubles (SeeXnTable 3.7.8). Since December, 1st,
2007 unemployment benefits were increased: thenmim one- to 770 roubles a month, the
maximum benefit - to 3080 roubles a month.

Data on the dynamics of average unemployment Wdenefte in Russia is difficult to
obtain from official statistics, but it can be rem® from reports of employment services,
although far not all of them are available to thublg. The site of Moscow State Employment
Service contains data about the average unempldybenefit for the current period so for
December, 2007 the average unemployment bendffoscow was 1597.28 rbl., that makes the
one-fourth of the subsistence minimum for able-bddpopulation in Moscow (See Annex:
Table 3.7.9).

The current problem in Russia is not only the némdegard the monthly average
unemployment benefit rate and to correlate it whih subsistence level and average wages, but
also timely payment of the unemployment benefitscdkding to the employment services
report>® in the first half of 2006 unemployment benefiteears were observed in 58 regions of
the Russian Federation. The arrears period in tteggens was not more than 23 days. In other
regions of Russia payment of unemployment bene#is carried out in a timely manner.

Differences in unemployment benefits between theskam regions are caused by the
following factors:

— Constantly changing situation on the labour magket resulting changes in the number
of the unemployed,;

— Changes in the structure of the unemployment bsnefcipients. The increase of the
share of the persons who receive highest unemplolyimenefits leads to considerable
increase of payments (expenditures) on unemploylemefits and as a result to arrears,
even in the situation of stable unemployment rate;

— Considerable turnover of the number of the unengaoyithin a month. Every month in
Russia about 300 thousand new persons are recdgmszenemployed and are registered
as benefit recipients, which complicate forecastimg required sum of federal budget
allocations for unemployment benefits in the cowbkéhe year. Quarterly limits of the
appropriate budget allocations to the regions aésl to be regularly updated.

— As a result shortage of funds for payment of uneyrmpkent benefits was 1129.9 million
roubles as of July, 1st, 2006.

Information

By 2001 the Federal Employment Fund which had tatis of non-budget social fund was engaged inmnfiirey
employment programmes for the unemployed and impleyment benefits payments. The Fund also indepdigd
carried out fiscal functions and control over exgi¢tares. The fund was liquidated in 2001, and utsctions were
transferred to the Ministry of Labour and SocialvVe®pment of the Russian Federation. Thus, thehak had
been earlier paid to the Federal Employment Fundaoee a part of the uniform social tax, and thediganction
was transferred to the Federal Tax Service. Thelempntation of various programmes on the labour ketr
including unemployment benefits started to be fieanfrom the federal budget. In 2004 the Ministijabour was
abolished, and its functions were transferred te Ministry of Health and Social Development of Bssian
Federation. New Federal Employment Service is & pthis Ministry (the service was created in 200&% today’s
basic functions are legal regulation in the sphefemployment and control over observance of labegislation.
Powers and financing of employment services irré¢lg@ons have been transferred from the federahtoregional
level. Financing of the transferred powers is pd®d in the form of subventions from the federalgetidaccording
to the number of population in the region, thus dlogvity of employment services is organized esteély by the
regional administrations.

139 Ministry of Health and Social Development. httwww.mzsrrf.ru/news/753.html
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In opinion of the former head of the Federal Empient Service, Fyodor Prokopd?,

unemployment benefits arrears increase promotesdibeppearance of the “disappointed”
unemployed from the registers of employment serviee example, after 1995 the role of
employment service in returning of unemployed takvoecame less significant. Also during
this period a sharp increase of deficit of the Fademployment fund was observed. The
deterioration of the financial situation in 19969¥9led to the reduction of some programmes.

The monthly average number of the trained unemplayas reduced, for example, in 1997 by

more than 4 times in comparison with 1995; the nemdd employed in public works — by 1.4
times; persons send to early retirement — by 3 gintdowever, there was an insignificant
increase (by 1.2 times) of the monthly average remalb persons who had found a permanent
job. There was a displacement of the registerednpie®yed and those who had not applied for
the registration (the number of the latter grougreased, the number of the former reduced).
Displacement of the unemployed and the reductioprofjrammes of employment services
affected to the greatest extent those who had teatest difficulty in job search, who hardly
could keep contact with the labour market withdwe aissistance of the state. One of the most
dangerous consequences of such processes was/aagtnges in duration of unemployment.

In 2000-2005 interest in the employment servicesivdy increased because they began to work
not only with low-paid vacancies, but also on vates for qualified employees and higher
wages.

from 9.8% to 7.1%, although registered unemployngeatv from 1.4% to 2.5%. The latter can
be the result of social reforms: the spread ofeimd social assistance programmes for the
unemployed, the improvement of the vacancies basd by the employment services and the
growing interest among the unemployed in servideth@se institutions. Namely it concerned

those unemployed persons, who had applied for warsocial benefits and grants (for example,
rent allowances) (see Annex: Figure 3.7.11, Figurel?2).

4) The next important problem to be reviewet®&irance against disability for the

various reasons

Currently the Federal Social Insurance Fund makesral kinds of payments (See Table

According to the statistical data, from 2000 til5 the unemployment rate decreased

3.7.10, See Annex: Table 3.7.8, Table 3.7.11). &lpagyments can be divided into two groups: 1
— temporary disability due to health problems; Benefits workers with families who have or
plan to have children. We will analyze these grompsuccession.

Table 3.7.10. Benefits paid from the Federal Soci#éthsurance Fund

1.

Temporary disability allowance due to the geneisdakse

2.

Temporary disability allowance due to health dameggalted from occupational accident or occupatia
disease

w

diseases

Maternity and birth benefits

Lump sum benefit for women who are registered idlica institutions in early terms of pregnancy

Payments of patrimonial certificates

Monthly child care benefit (before a child achiettes age of 1.5 years) for working mothers

Monthly child care benefit (before a child achietles age of 1.5 years) for non-working mothers

Payments on 4 additional holidays per month forkems having a disabled child under the age of EHs/e

bR ES

na

Lump sum and monthly insurance payments for théiméc of occupational accidents or occupational

Payment on medical, professional and social reitatidn due to industrial accidents or occupational

diseases

180 Unemployment and effectiveness of the governmetitypon the labour market during transition (indRian).
Moscow. TEIS, 1999.
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1. Temporary disability allowances

According to the Table 3.7.8 (See Annex) a seeofdorary disability allowances have
undergone changes since 2001, but the most edsdmiages were observed for the regulation
of their size and the procedure for their paym8itrengthening of addressing of social assistance
and updating of the Federal Insurance Fund obtigation payments of temporary disability
allowances were also observed.

Official statistical data shows that the largesdrshin total social payments is observed
for temporary disability allowances (75.83-73.26% 2002-2004}°* During 1995-2004
temporary disability allowance sharply increasetly—6.4 times (See Annex: Figure 3.7.13).
There was a period of decrease in 1998, whichateftethe situation in the Russian economy
during that period. In 2001 restrictions of the maxm size of the temporary disability
allowance due to the general disease were establish 2001 - 85 minimum wage rates, in
2002 - 11700 rbl., in 2006 — 15 600 rbl.).

In 2005 the procedure for payment of the tempomisability allowance was also
changed in the following way: the first 2 days a$atility are paid from the means of an
employer, and as from the third day of the tempomdisability and till its termination the
allowances are financed from the Federal Socialiramece Fund. This system implies the
division of risks between three parties, which, tinn, promotes rational expenditures on
mandatory social insurance, and also forces empa@med workers to improve health care.

One of the forms of mandatory social insurance iisdRa is insurance in case of loss of
incomes (earnings) due to occupational accidentoupational disease, illness, injury.

In the social insurance system in Russia the faligweategories of persons are subject to
insurance on the labour market:
* Employed under a labour contract
* Persons sentenced to imprisonment with labour rnogu
» Persons performing works or providing services umilél-law contracts if insurance is
provided by these contracts.

Insured accident is an accident on the workplaceamroccupational disease. The
government policy in this sphere is directed taiipjprevention. According to several official
sources of data (Russian Statistical Agency, Fé@&woeaial Insurance Fund and Federal Labour
Inspectorate), in 2001-2005 the number of victinisoocupations injuries and occupational
diseases tended to decrease, but there is a hiigltisa in data obtained from different sources
(See Annex: Figure 3.7.14). It means that thermisnified policy and statistics it this sphere in
Russia, which complicates the analysis of indicator the effectiveness of social reforms.

The number of persons with occupational diseasesd/an the period of 1990-2006, the
maximum number was observed in 1996 and 2001, 6 20e number of persons with
occupational diseases was the same as in 198\(8ex: Figure 3.7.15).

Such unbalanced situation that has developed assalt rof economic and legal
reorganization and reforms in Russia, indicatesrtbeessity to establish a system of social
insurance against occupational diseases on thepleoek According to Federal laws of 1992,
1995 and 2000 payments on mandatory insurance $e cd& occupational accidents and
occupational diseases were assigned to employerpeascentage of the total remuneration fund

181 Federal social insurance fund. http://www.fssulstatistics/10456.shtml
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of all insured worker$®® Since 2003 this link between the size of the ltsom and monthly
insurance payments to the minimum wage rate wasveh

The statistics indicates the effectiveness of thekwof the Federal Social Insurance Fund
and registration and fiscal bodies on increasingmer of the insured (See Annex: Table
3.7.12). E.g., in 2005 the number of insured regest in the Fund increased by 12.5%.

Unlike the temporary disability allowance due tongel disease (sick lists), the
temporary disability allowance due to occupatioaetident is paid at the rate of 100% of
earnings starting from the first day of illness €S&nnex: Table 3.7.11). At the same time the
maximum size of payments was established. For ebeanp 2007 the lump sum insurance
payments were not to exceed 46900 rbl. per momith,raonthly insurance payments — 36000
rbl. per month®®

As statistics shows the introduction of measurestlan fatal occupational accidents
prevention allowed reducing the overall accidem¢ ia Russia. But at the same time there are
some problems concerning statistical reports artd da the number of occupational accidents
and occupational diseases in different statisstalctures. Principles of account are different,
which results in different volume of financing (S&enex: Figure 3.7.14).

Besides, the statistics number of those who hapkeapfor and received compensations
is not maintained. This complicates the analysimdicators for assessing efficiency of reforms
in the social sphere.

2. Benefits for family workers having / planning tohave children

Maternity and childhood support is one of the majoections of social protection in
Russia. Among measures supporting working famiigk children in Russia are maternity and
parental benefits. These social benefits are fbyethwsNe81-FZ “On state benefits for citizens
with children” andNel122-FZ “The procedure for establishment of grams ather social
payments in the Russian Federation” with respe@mendments and additions. Since the time
of their adoption in 1995, norms of the federal 81-FZ have been reviewed 9 times. The
basic changes were: the establishment of a limitgberiod of appointment of grants in case of
untimely application for their appointment; increas the sizes of the monthly child care benefit
(before a child reaches the age of 1.5 years) &mp sums benefits; the establishment of
addressing of granting the monthly child benefitsng by law of the appointment and payment
of monthly child benefits by bodies of social paiten in the place of residence of families with
children; establishment of the size of the majooityoenefits in absolute expression (in roubles)
instead of their establishment as a percentageeahinimum wage rate as it had been before.

The basic maternity and family benefits in the egsbf social support of working family
workers, in particular mothers, are presented enTthble 3.7.8 (See Annex). These benefits are
mainly financed from the means of the Federal MtorgaMedical Insurance Fund. They are
paid by employers or by executive powers of theestan-budget funds. We will describe some
of them from the point of view of their influenca employment:

e The maternity and birth benefthe procedure of payment and a size of which atay
important role for working women in making a deaiswhether to work in antenatal
and after patrimonial periods. The duration of thaternity and birth leave for the

182|n contrast to the other payments on social insteahis payments were not included to the uniiecial tax.
183 The budget of the Federal social insurance fun@®97.
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period of which the maternity and birth benefigianted is 140 days (70 days before
a child birth, 70 days after ff* (See Annex: Table 3.7.13).

Expenses on family payments, including maternitydbiés, steadily increased in

1995-2006 (See Annex: Table 3.7.14). Since 2002rt&v@mum size of the maternity

benefit is legislatively established: till 2004nas 11700 rbl., in 2005 — 12480 rbl., in
2006 — 15000 rbl. The correlation of the numbeth#f born and expenses on the
maternity and child benefits allows noting the daling tendency. The benefit

growth stabilized the birth rate (See Annex: Fig#&.16) and in particular it

concerns the period of 2002-2006.

The share of the maternity benefit was the largesbmparison with all other family
benefits throughout the considered period.

* Lump sum to women who registered in medical insths in the early terms of
pregnancy(till 12 weeks) is paid simultaneously with the taraity benefit. Its size
has twice undergone changes towards increase (SeexATable 3.7.8). Till 2000 it
was 83.4 rbl., in 2001 — 100 rbl., since 2002 tibw — 300 rbl. In some regions it is
higher due to regional coefficients on paymentsiliagn.

* Lump sum benefit at the birth of a chilld increased during the period of 1997-2006
almost by 6.4 times. Since 2006 the patrimonidiifegate is paid (in 2006 at the rate
of 7000 rbl., in 2007 — 10000 rbl.); and since 260dlso the state parental (family)
certificate — 250 thousand rbl. (See Annex: Table83.

« The monthly child care benefipaid till the child reaches the age of 1.5 yeaisd
tended to grow. During 1997-2006 its size increaseae than by 4 times (See
Annex: Table 3.7.8). Since 2007 the differentiatioh the size of this benefit
depending on the number of children was establistiedbenefit on the care of the
first child till 1.5 years is 1500 rbl., for thesad and subsequent children — 3000
rbl.

Social protection of women (families) is directedtbe improvement of the demographic
situation in the country and on the birth rate éase. If this trend in the social policy remains
women would probably be more interested in thehhigte increase, which would affect their
employment situation. Probably, if the share ofi@damily benefits in the total family incomes
continues to grow, while incomes do not increakentit may increase the demand among
women for innovative forms of employment, such aekwork when a woman can take
advantages from the flexible forms of employmend aombine child care and work. At the
same time a woman will have opportunities for sedtization on the labour market and receive
some earnings. An advantage of high family bengithat they allow realizing a childbearing
function and combining child care and employmenthtenlabour market.

3.8. Social dialogue and workers’ participation
The Labour Code of the Russian Federation defgwasal partnershipas system of

mutual relations between workers (representatifesarkers), employers (representatives of
employers), public authorities, local governmedtsgcted on the accommodation of interests of

% n the case of the pregnancy by several childr&éB4-days, in the case of pregnancy with compbeeti- 156
days.

87



workers and employers concerning regulation of lab@lations and other relations directly
connected with them.

Legal basis of social partnership

Legal basis of social partnership is defined benmational and Russian legal acts and
regulations. Russia actively applies internatiofegdal documents in the sphere of labour
relations, having ratified corresponding ILO Conwems and Recommendations, the European
Social Charter. In 2007 following the results obpa discussion it was adoptestw edition of
the Social charter of Russian busine8sNational Register of non-financial corporat@ags
was created.

According to employers, the Social charter of thes$an business may serve as a
prototype of the future agreements with their dquaatners.

Laws on trade unions, on public associations, diective contracts and agreements, on
the procedure for settlement of collective labogpdtes are adopted. Social partnership issues
are addressed in Section 2, part 2 of the Labode®d the Russian Federation.

According to article 255 of the Tax Code of the §tas Federation, expenses on
premiums and social payments provided by collecigeeements (and not by the orgnization’s
internal documents) are registered on the coske e necessary expenses, and employer is
exempted from taxes on such expenses. The cuegisidtion in general reflects work values
and motivation that exist in the society. For waské provides a possibility to choose work
time, form of employment and to receive decent ineoHowever it should be noted that the
Russian national legislation, while addressing vitlial issues in the labour sphere, does not
provide comprehensive approach to its regulation.

As it has been noted above, in order for socialodize to function effectively,
institutional frameworks for different groups’ imésts should be created.

Representatives of employeese: the Coordinating Council of Employers’ Unioois
Russia (at the federal level), Association of gmiees of small and medium business, the
Russian Union of Manufacturers and Entrepreneunrefreneurs’ associations actually play a
key role in the development of social partnershystem, including promotion of private
business and market economy development, perfeofidabour relations in general and with
trade unions in particular, protection of interestdusinessmen in the face of the state and so
on. In today’s Russia there are 60 all-Russianaatons of entrepreneurs but few of them are
active in social and labour sphere. An overwhelnmmgjority of businessmen are not directly
connected with associations speaking on their heligaanch, regional and inter-regional
enterprise associations are more oriented on regwis with executive bodies looking for
opportunities to lobby their immediate economi@rests.

In Russiarepresentatives of workerare: Federation of Independent Trade Unions at the
federal level, as well as branch trade unions d@ividual enterprises. According to the Federal
state statistics service (FSSS), now in Russigethes 57.5 thousand trade-union organizations
uniting approximately 40 % of the total number bbse employed in the economy. The
Federation of Independent Trade Unions unites ddetunions, including 41 national branch
unions. They unite 29 million persons (36 milliom @ 1 January, 20035> Formation of trade
unions as one of the parties of social partnershipe sphere of labour relations is impeded by a

185 http://www.rosprofsouz.ru/information/2007/10/@8¢irmation_8831.html
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serious split in the Russian trade union movemégntortunately, the Federation of Independent
Trade Unions of Russia (a successor to the All-bi@entral Council of Trade Unions), the All-

Russia Labour Confederation and the Labour Con&tider of Russia stay in a confrontation

with each other (and they disagree on principaktjoes).

Below we shall considesubjects of (other than trade unions) authorizeddpresent
workers’ interests These subjects are: labour collective, geneesdting of a labour collective
and a council of labour collective.

«Thelabour collectiveis a voluntary association of people for joint wat the enterprise
(organisation, institution) on the basis of laboantract. It must have real authority to address
industrial, social, organizational and other quesj which are common to all members of a
collective.

General meeting of a labour collectigdlves the most important questions of life and
activity of a labour collective. If a labour coltee is large or geographically split and a general
meeting is difficult to organize meetings can bé&ha shops, departments, teams and other
divisions where questions, relevant for all memloéri@bour collective are discussed. The final
decision in that case is taken by a conference labaur collective with the participation of
representatives of all structural divisions of dodar collective. Election procedures and
representation quotas at a conference are defewarately. Meetings of labour collectives are
held when required, as a rule, one or two timesa.y

Council of labour collectivés a representative body of a labour collectivéeciloperates
during the period between general meetings. It lested by the general meeting which
establishes the number of its members and a pefiedlidity. All council members carry out
their duties pro bono%?°

In the current economic situation the state fulifissmain function — to form space for
social partnership. The government of the RussiadeFation as a member of the ILO has
initiated the development and realization of a @lopartnership concept, having created the
Russian Tripartite Commission on Regulation of LabBRelations. The important question is
priorities of the Tripartite Commission. According the Russian Union of Manufacturers and
Entrepreneurs, the Commission’s activities shouwdddispensed from dealing with personal
issues. Commission’s work should be concentratednggor long-term and medium-term
economic and social problems which are jointly added by the social partners. It is necessary
to limit the government’s role mainly to the arbtor functions. It is required to separate the
dual role of the government in the Tripartite Coresion as a largest employer and at the same a
representative of the executive power responsinléhie realization of the social and economic
policy in the Russian Federation. Emphasis sho@dnade on an investment and general
business climate, tax policy stimulating businesvetbpment, especially in the field of
innovative activity.

Key questions are: labour market development, inginand retraining of personnel,
replacement of low paid and low-qualified jobs waaw, productive and well paid workplaces.

18| abour collectives and their powers//http://wwv2ymu.ru/clause/clause/19157/
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Role of trade unions in social dialogue

During the last decades trade-union movement hesepaa way from full oblivion when
trade unions remained at enterprises by force bit laad had no authority, to the resumption of
their activity in a format which management hasate into account.

Today trade union movement plays more importarg nolRussia, but the situation has
not always been like that. Dynamics of the numbietrade unions and, accordingly, their
members underwent changes during the last 10 yekm. example, from 1991 to 2001 the
number of trade unions decreased in different region the Ulyanovsk region by 3,5 times, in
Kemerovo - by 2,1, in Sverdlovsk - by 2, in Perby-1,9, in Samara - by 1,7 times. The analysis
of statistical data regarding trade union memberghia number of regional associations shows
that the general tendency of decreasing number ehlmers and of the number of primary
organisations continues (tab. 3.8.15As a whole the general reduction of the numberaafe
union membership in 15 years was about 10 miftfén.

Table 3.8.1 Dynamics of the number of trade-union embership (1995-1999)

| 1995 | 1996 | 1997 | 1998 | 1999

Federation of trade unions of the Kemerovo region
Number of members 903000 80780(¢ 7295(;.0 6330?0 ®1840
Number of primary organisationg 5525 5280 493 449 4394

Federation of trade unions of Sverdlovsk area
Number of members - 1679301 1425531 13124\4 1277833
Number of primary organisationg 10409 9904 930 4876 8142
Perm regional council of trade unions
Number of members 1033900 94600( 8903(10 864970 48180
Number of primary organisationg - - 6373 6035 5661
Federation of trade unions of St.-Petersburg amunigead region
Number of members - 1431621 1317136 1216347 1154152
Number of primary organisationg - 10768 1010 9468 8697
Federation of trade unions of the Samara region

Number of members 1193816 1064293 9441g8 8711£2 88856
Number of primary organisationg 6287 6005 563 539 4907

Federation of trade unions of the Ulyanovsk region
Number of members 568874 54576¢ 45602‘2 4316£8 81445
Number of primary organisation$ 3882 3798 343 328 3152

However since 2001 the tendency of sharp reduatidime number of trade unions has stopped.

Today the most active trade union activists aréeiselt supermarkets, workers of car
assembly enterprises and even bank cl¥fk€ooperation between trade unions at international
level is also developing. In hypermarket Auchan lexyges have asked the French managers of
the head company to influence the company’s reptasees in Moscow and oblige them to
respect rights of the Russian workers. Decisiorfavor of workers of the Ford factory in
Vsevolzhsk who went on strike was in many waysuigrficed by the support of the International
Ford trade union. Russian trade-unions activelgl®isth contacts with international federations
of the same branch, as well as with of the comapieprietors. In general the relationship
between workers and employers is at the stage dggmavation of conflict, which can be
illustrated by numerous cases of counteractiomydleyers of trade union activity. For example,

187 Karelina M.V. Trends of change of number of tradéns, 2001
IInttp:/lwww.kgau.ru/distance/resources/alex/bif201-6/Karelina.doc
188 /1 http://www.fnpr.org.ru/2/17/1835.html

189 http://www.rosprofsouz.ru/conflicts/2007/10/09/¢ans_8816.htm
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in Auchan in a week after the trade union orgaronabad been created its leader was fired. At
the Nevskie Porogi factory inadequate working cbads were created for members of trade
union. The conflict aggravation between labour exilives and employers looks absolutely
logical. After a series of successful strikes armutgst actions like, for example, the strike ag th
Ford factory in Vsevolozhsk, there have been mdatesents regarding the appearance of a
new force - free trade unions. Naturally, such tofnevents did not suit management of
enterprises who immediately changed their poliaprff a carrot to a whip”. Direct pressure
upon leaders of trade unions seems to the managembea more effective, than long and often
unproductive under so-called "social partnersfip”.

One notable trend is the emergence of independahé tinions which can be called new
generation of trade unions. Most of them do nat jbie Federation of independent trade unions
and act as an alternative to official trade uni@bsthe enterprises. Also, according to the
independent trade unions leaders, the leadersffafi&b trade unions tend to use their position
for political purposes$’*

Development of social dialogue in Russia

Looking at the development of social dialogue fue tast decade, we may conclude that
it has been positively influenced by the stabilmatof economic and social conditions in the
country. The number of workers involved in sociadlague and covered by collective
agreements has increased. Employers have reahizadhportance of adjustment and regulation
of relations with labour collectives.

Below we will consider practice of collective bairgag on wage regulation.
Practice of collective bargaining on wage regulatinin Russid 2

Table 3.8.2 Dynamics of agreements and collectivgr@ements in the Russian Federation

Types of agreements Year
(Contracts) 1993 1995 1996 1998 2000 2002 2004 200%
to 1993
The general agreement 1 1 1 1 ] 1 1 100,0
Branch (interbranch) agreements 62 60 60 48 61 59 57 91,9
Regional agreements 68 77 76 7\ 17 18 13 1073
The branch (interbranch), 241 673 964 1423 2315 3420 3491 In 14,5
professional tariff agreements times
concluded in the regions
Territorial agreements 62 371 430 684 963 980 1181n 19,0
times
Collective agreements, in 68,8 123,1 147,5| 146,6) 162,7 190,0 192/0 In 2,8
thousand times

Source: The All-Russia monitoring of socio-labophare following the results of 2008: Sociometria,
2004. p. 58, 205.

Tab. 3.8.2 shows that from 1993 to 2004 there wasngiderable increase in the number
of branch and professional agreements at regiemal Bs well as collective agreements.

170 hitp://www.rosprofsouz.ru/conflicts/2007/10/09/élans_8814.htm

Y1 hitp://www.rosprofsouz.rufinformation/2007/10/08¢irmation_8834.html

172 7hukov A.L. Regulation of wages in agreements esitéctive agreements: the Manualvi- MHK, 2006. P. 42-
44, 46, 47-49.)Kykos A.JI. PeryaupoBanue 3apa0OTHOW IUIATHI B COTJIAIEHUSX M KOJUIEKTUBHBIX JOTOBOPAX:
VuebHoe nocobue. —M.: MUK, 2006.C. 42-44, 46, 47-49./
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According to FITUR (FNPR) the following agreemewntsre signed in 2004-2005:

e The general agreement between all-Russian tradenurdssociations, employers’
organizations and the Government of the Russiaeraédn for 2005-2007;

* Agreements at the level of federal districts:

« The Central federal district — the agreement betwé¢he Association of territorial
orgnizations of trade unions of the Central feddrsirict, Coordinating Council of heads of
associations of industrialists and businessmen I@rags) in the Central federal district;

» Southern federal district - between the Associattwreconomic interaction between subjects
of the Russian Federation "North Caucasus", Astoniaf trade-union organizations of
republics, territories and regions of the Southtaderal district "Caucasus"”, the inter-
regional union of employers of Southern federatraisfor 2005-2006;

* 48 branch agreements.

The analysis of thgeneral, branch and regional agreementsigned last years shows, that
they become more focused on the priority problemsayment sphere.

For example, in th&eneral agreement for 2005-20Qihlike previous one, gask was
formulated to increase a share of a payment in GDPsection 2, p. 2.3 concrete share of the
tariff (50 %) in the general earnings by which eayelrs and the trade union organisations
should be guided is indicated. P. 2.1 containscamenendation about the establishment of the
minimum tariff rates (salaries) at the level notomethe subsistence minimum of able-bodied
population of the corresponding subject of the Rus&ederation at the conclusion of branch
and regional agreements.

After a long discussion about decent wages (labennuneration) and the time frame for its
introduction, parties of the Russian Tripartite Qoission on Regulation of Socio-labour
relations reached a compromise decision on thalplitysof increase minimum wage rate to the
level of subsistence minimum of able-bodied popoiatsince December, 1st, 2008. The
decision is fixed in th&eneral agreement between the all-Russian assoosbf trade unions,
the all-Russian associations of employers and tbgeBment of the Russian Federation for
2008 - 2010

According to the General agreement for the Russiaderation between the all-Russian
associations of trade unions, the all-Russian #@ssmes of employers and the Government of
the Russian Federation for 2005-2007, the Goverhroérthe Russian Federation regularly
carried out monitoring of quality of life and stamd of living using the list of indicators agreed
by the parties. Once in six months the governmenteporting to the Russian Tripartite
Commission on the dynamics of the following basicial and economic indicators: GDP;
investments into fixed capital; expenses of thesobdated budget of the Russian Federation on
welfare; number of resident population; expectéel éixpectancy at a birth; birth rate index;
mortality rate index; natural increase (decreas#f)e population; average monetary income per
capita; real available monetary incomes; accruedthly average wages (nominal and real for
the whole economy and by economy branches; wagararra share of hired workers wages in
GDP; monthly average accrued pensions (nominalreak); average subsistence minimum per
capita — for total population and by social and dgraphic groups of the population (able-
bodied population, pensioners, children); the re@taibf income per capita, average monthly
wages, average accrued monthly pensions to theisgeise minimum: population with
monetary incomes below subsistence minimum; ratimames of 10 percent poorest and 10
percent wealthiest population; consumer pricexndeare of expenses on a food in household
expenditures; the number of economically activeybefon (on the period end); number of
persons employed in economy; distribution of thepleryed population by status by economy
branches; total number of unemployed; number ofrdgestered unemployed; number of the
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unemployed per one vacancy submitted by organizaitio the public employment services (on
the period end); number of persons employed wighatbsistance of public employment services
(from the beginning of year); number of personsd®d to vocational training by public
employment services; ratio of regions with an tesgeation on the labour market; ratio of
workers employed in harmful and dangerous workimgd@tions — total, everything, among them
women; occupational accidents — total, among thethmal; occupational diseases, by main types
of diseases; industrial output volume; minimum wagee; tariff rate of 1st category of the
Unified tariff rate.

According to the information from 64 regions primarganizations have 175722 collective
agreements that make 85.3 percent of the total eurmborganizations and cover 23494881
workers, including 19399884 - members of trade nsi@3 percent).

According to the Ministry of Health and Social D&mment, in 2005 in different
organisations about 207 thousand collective agratangere in force (8 % more then in the
previous year).

However the maximum number of collective agreemésiis%) was signed at the state and
municipal enterprises while the majority of emplsyen the private sector still do not wish to
undertake obligations on job guarantees of wag&ever

Workers of the small private Russian organizatimmse often are excluded from the social
dialogue, because employers in such organizatiomsat interested in additional obligations,
and workers are insufficiently informed and cansanificantly influence the employer in
defending their rights.

Besides social indifference of workers in questiohsawareness and observance of their
rights also plays certain role. That is why durthg survey conducted by the Chair of Labour
and Personnel Economics and Smirnova T. Workers asked about the existence of trade-
union organization and a collective agreement @irtbrganization. The following answers (see
tables 3.8.3 and 3.8.4 below) were received.

Table 3.8.3. Is there a trade-union organization iryour company?

Workers  of the Workers of medium- Workers of the

medium-size foreign | size Russian companiessmall Russian
Answer variant companies (%) (%) companieg%
Yes there is, but with 0.0 % 18.2 % 11.8 %

social functions only
Yes there is, it provide
active interaction between 0,0 % 4.5 % 0,0%
workers and the employer
No there is not, worker

Uy

Uy

do not see any need for its 27,3 % 22,7 % 35,3 %
creation
No there is not, the
employer does not any need 31,8 % 36,4 % 52,9 %
for its creation
| do not know 40,9 % 27,3 % 11,8 %
Other 0,0 % 0,0 % 0,0 %
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Table 3.8.4. Is the collective agreement conclud&d your organisation?

Answer Workers of the medium size | Workers of the medium- size | Workersof the smalRussian
variant foreign companies (%) Russian compani€$8b) companieg%)

Yes 13,6 % 31,8 % 5,9 %

No 22,7 % 36,4 % 70,6 %

| do not know 63,6 % 31,8% 23,5%

It is obvious from table 3.8.4, that among workefrshe medium-size foreign companies
prevail those who answered “I do not know" to tlhvesgtion about the collective agreement. And
this answer is typical for those who are not awafréhe concluded collective agreement, and
those who are not familiar with its content, esgehenefits and disadvantages.

In general the influence of social dialogue onithprovement of working conditions and
employment can be estimated as positive. For exampthe Belgorod region the conclusion of
collective agreements promotes wages growth. InRi&eublic of Kareliya social dialogue has
led to the agreement by the parties to co-ordiedfierts to ensure growth of real monetary
incomes as compared to previous year — 103 % i5,2004,5 % - in 2006; to increase monthly
average wages for the republic in 2005 to 7593 ilR006 - to 8352 rbl.; to reduce the share of
the population with incomes below subsistence mimmto 22 %, in 2006 - to 20,5 %. Similar
tendencies are also observed in other subjecteedRuissian Federation. However by estimations
of some researchers, interaction between workerd @mployers represented by their
organizations where the regional administratiomnsintermediary and a controller, takes the
form of two parallel processes of dialogue withhauities (instead of direct dialogue between
the parties). And this situation is typical evewr fegions with a rather long history of
partnership and with influential federations ofigaunions (Moscow, the Perm aré%).

Thus, the social dialogue process in Russia isngetistablished. However there is a
number of problems that impede the process:

* Unstable financial and economic position of someaaizations. The reasons are:
bankruptcy, reorganization, liquidation of entesps; as a result the number of collective
agreements in some regions of the Russian Fede@dgicreases.

* Lack of initiative in the newly created organizaisp as well as among small and medium-
size business where representative bodies of Suatailership are not created,;

* Unwillingness of many employers to undertake sodhligations in the conditions of
economic and financial instability;

* Absence of trade-union organizations at many enssg

» Social indifference, lack of interest in associatand collective protection of their interests,
underestimation of a role of collective agreemepntworkers The above statistical data
confirms this;

» Contradictions between official and independerddranions

« Insufficient legal basé’

» High degree of paternalist moods and tendencies;

 High degree of regional peculiarities in the orgation and development of social
partnership. This is a result of different waydrahsition to the market economy in different
Russian regions. An unprecedented variety of leaald form of contracts and collective
agreements concluded in the sphere of social dwlitaelations.

173 Karelina M.V. Regional trade unions in social digie//Sociological researches. 2006. 3. pp. 62-70.
http://ecsocman.edu.ru/images/pubs/2006/01/19/000021/009 _karelina.pdf

174y, T.Krivosheev. Social partnership and corporativi Russian specifics.//Sociological research. 2004%. p.
38-44
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e The above list problems explain why despite thegiase of total number of agreements their
implementation remains at the low levél.

3.9. Work and family
3.9.1. Gender roles

According to experts, Russia still has traditiogahder division of labour. Family care
functions remain on women, and this workload evecraases, as in the new social and
economic conditions family takes up not only consunbut also production functions. Family
responsibilities for women become even broader@alby taking into account restricted access
to proper services for most households. Familyiess and family farms are emerging. All
childcare functions are actually on women’s shotdde

As a result the duration of professional activiwaomen and men is almost the same
(the difference is not more that 1-2 hours), while time on family responsibilities differs
essentially. Women spend twice as much time onlyacare as men. In this situation the overall
workload of women including their professional dmlisehold spheres of a life, remains high
and reaches on the average 70-80 hours per weeluéls three quarters (77%) of the week
time budget minus the time for physiological needlsch workload considerably limits women’s
possibilities to restore their working capacityeithchances for personal development and
relations with children. The corresponding indicatéor men are 62-63 hours per week for
professional activity and homework (63% of the wigle budget)."®

On the average, the total time of work and famdingties for women is 25% higher than
for men; for women of able-bodied age — 50 %.

According to sociological studies, mothers with gguchildren spend more time than
others on homework. The results of the survey ami@@ adult members of city households
organized in early 1990s, showed that for workerili@s consisting of parents and children the
duration of mothers’ housework reaches on the geefl.1 hours a week, while among all
surveyed working women it equals 27.5 hours. Sinphxity is observed in families of working
professionals. Here mothers with minor childrennspen the average 29.2 hours per week on
housework, while all surveyed women-professionalsonly 25 hours. Average weekly
housework time for fathers in worker families ig meore that 14.4 hours which is the same as
for all surveyed working men. Fathers in familidgpoofessionals and technicians devote about
16 hours per week to household needs as compafgitdours for all men holding positions of
professionals or technicians. Comparing these ttathe RLMS data for the year 2002 (See
Appendix: Figure 3.9.1), we note that the housewalkime for women on the average, has
increased, while for men it remained almost ind&@gd’’ In addition to the changed social and
economic conditions, it also can be explained by deepened poverty of families, i.e. the
necessity to work and provide adequate family inepieind also by the degradation of the
preschool institutions system as compared to tveeSperiod.

According to the TGI-Russia survey carried outhie 8rd quarter of 2007 among 2560
working Russians at the age of 20-35 years in 68s¢i62% of respondents (60% of men and
66% of women) aspire to reach the highest positiotheir career. However only 13% of

75 |bid.

17® Gruzdeva E.B. Double employment: the state optiodlem (in Russian). Women integration into thecgss of
social development. http://www.a-z.ru/women/textszgl1r-1.htm.

17 Gender Equality in the World of Work. The expederf conducting gender training for journalists Einglish).
ILO, Moscow, 2006. http://ilo.ru/publications/filddediaGenderTrainingEn.pdf.
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respondents (12% of men and 14% of women) are readgcrifice their family for the sake of
work. 69% of respondents (66% of men and 72% of emmntonsider family happiness as an
overall objective of life for every woman, but ordpout 39% (49% of men and 26% of women)
consider home to be the only “place” for a wom&rThese data show that family remains the
main value for the majority of working Russians.wéwer patriarchal traditions in the society
still remain. That could be one of the reasons wiynen are getting a little more ambitious in
career, than men: to achieve the same positiohariabour market, they have to work harder
and to sacrifice more.

According to another survey carried out by the RuBbinion Fund’®in February, 2005,
among focus groups there is still no single notba top priority for a modern Russian woman:
is it work or family? Half of respondents (49%)rtkithat the majority of women would prefer to
work, even if there is enough money in their famépd 43% of respondents believe that in such
situation the majority of women would prefer notwork. 53% respondents said that a family
was not a barrier for women’s productive work, 37¥ore men than women) believed that
family women could work effectively.

As a whole, for Russia the typical situation is whe@omen have to choose between
family and career while men don’t have to make Kiadl of choice because, firstly, men are not
responsible for daily family care, and, secondlfigit success is assessed by career
achievements. During the 2005 survey women in faasips said that free life and career
choice for men and the absence of such freedonw@men was the main reason of their
restricted labour mobility and gender inequalityhe labour market. It should be noted that men
agreed with these statements by women and confithredhat they have more chance in their
career growth, than women who “should” be engagetzhild care.

According to the surveys, Russians consider womeloisble workload as the main
source of gender discrimination. Only 8% of respmnd spoke about women discrimination at
the workplace, whereas 42% mentioned the necessityomen to reconcile work and family.
Some respondents think that family care is cegaarfiemale field of activity. They find it unfair
that women should also work in the labour markeéhe®respondents noted that women bear the
same work responsibilities as men, therefore urdatribution of family responsibilities is a
manifestation of gender discrimination.

The “one-salary family” (one breadwinner family)noept is not typical for Russia. More
common is a perception that there is no seriousleno of gender inequality in Russia, but there
is a problem of poor social security.

3.9.2. Work and family related benefits

The Labour code of the Russian Federation inclualesection on work and family
responsibilities of women. Some other federal lalgo regulate the rules for maternity and
parental benefits.

According to these regulations, the basic benefitsomen and family workers in Russia
include:

1) Maternity leave

178 Goncharova O. To bear a child or to work? (in Rargs Vedomosti (newspapeie 7(2029), 17.01.2008.
http://www.vedomosti.ru.
19Vovk E. Gender asymmetry and women roles in thdemo Russia (in Russian). Social reality, 20063,
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the standard duration of maternity leave is 70 dagfore and 70 days after
childbirth. 140 days of standard maternity leav@@ven to a woman irrespective
of the number of days actually used by the womdarbehe birth;

the maternity leave is completely paid;

2) Maternity benefit

maternity benefit equals 100% of the average wagewmman, but not more
than the maximum size of the maternity benefit Wwhgcannually established by
the Federal law. Since the 1st of September, 20@7/maximum amount of
maternity benefit is 23,400 rubles;

if a woman has a social insurance period less 6haonths, then the maternity
benefit paid to her cannot be more than the mininmage rate for each month of
the leave period;

women that were registered at medical institutiorsarly terms of pregnancy

(till 12 weeks), have the right to receive a lumpnsbenefit of 300 rubles in
addition to the maternity benefit;

3) Lump sum benefit at a birth of a chitd

after the birth of a child, one of the parents easeive a lump sum benefit of
8,000 rubles (the size is established since theflknuary, 2007);

4) Parental leave

the standard parental leave duration is up to 8ye@awhich only 1 year and a
half are paid;

the right for the parental leave can be used byobilee parents or grandparents
or another relative of a child,;

a worker cannot be dismissed while on the paréedak;

5) Monthly parental benefit

the right for the parental benefit belongs to aifamember who is on parental
leave;

the right to the parental benefit remains everagecf a person who is on the
parental leave works on part-time basis or from &om

parental benefit is paid till the child reache® #ge of one and a half years;
monthly parental benefit equals 40% of the avevaage of a worker but not less
than the minimum size and not more than the maxiranex The minimum size
of the parental benefit is 1,500 rubles for thetfahild and 3,000 rubles for the
second child and subsequent children. The maximeeno$ the monthly parental
benefit is 6,000 rubles;

an employer can pay an increased parental bengfafdiis own funds; these
expenditures are exempted from taxes;

6) Monthly child benefit

the right to receive this benefit belongs to onparents (tutors, adoptive
parents); it is paid for every child under 16 yeairage if the total income per one
family member is less than the subsistence minirastablished in the
appropriate region of the Russian Federation;

higher benefits are usually established for chiidvésingle parents, for children
whose parents avoid paying alimony, children oftamy servants;
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* since 2005 the amount of monthly child benefitsesmtablished by regional laws
and are paid from regional budgéts;
7) Breaks for feeding the child (children)
» working women with children under one year andI§ have the right for special
breaks for feeding child (children).

Besides the above benefits, pregnant women and swomkkers with family
responsibilities (one of parents with a child beféourteen years of age (or a disabled child up to
eighteen years of age); a person who takes caaestk member of a family) have the right to
request their employer for amcomplete working day or incomplete working wedk this case
wages are paid on the basis of hours worked. Utfirggright reduces income of a worker;
therefore not all workers with family duties use it

Since 2007 the Russian Government has startedgienment a number afemographic
measures(programs of maternal capital, birth certificatet;.). However they do not include
special measures aimed at workers with family resjalities. Meanwhile, according to experts,
the basic problem for many young families in Russiaot a birth of the second child, on which
government policy is mostly focused, but the ficstild in a family. According to expert
estimations, today the first child in Russian faesilis born 4.5 years later, than in early 1980s,
and fewer women that plan the second child. Thenmeason of this is high requirements to the
working persons by their employers. The other nmétterand parental benefits are financed
through the Federal Social Insurance Fund or tterée budget®*

Amongpositive tendenciesr maternity and parental benefits regulatiorhis increase of
the maternity benefit up to 100% of the average thlgrwage; the increase of its maximum
size; the increase of parental benefit. Maternitgt parental benefits are exempted from taxes.
This should encourage employers to pay higher lisnat the rates than the established
maximum.

However there are sonmegative tendenciegoo: notably, few employers in Russia pay
benefits over the established size. As a resukyests of women that have high monthly wage
are infringed. It can hardly positively affect lalsoproductivity of working women and
encourage them to bear a child. The size of thenpalr benefit is still low and exceeds the
subsistence minimum not in all regions of Russia.

Besides, women with work experience less than 6thsoare in a vulnerable category
because the maximum size of their maternity bergefiinited by the minimum wage rate, which
is still lower than the subsistence minimum. Reiogj\this benefit actually sharply increases the
risk of poverty for such women. First of all, tluategory includes young working women, and
those who work in informal sector because theirknexperience is not included into pension
insurance and do not give the right to receivestaadard maternity benefit.

Child benefits established by regions of the RumsBiaderation are still very low. In 2004
when child benefit was regulated by Federal govemtmnt equalled 70 roubles — it made only
3% of a child subsistence minimum! In 2005 in momgions the amount of child benefits
remained unchanged, only one third of all regiomsewraised it up to 80-100 roubles — but in
any case the benefit is much lower than the swdrsistminimum.

180 The other maternity and parental benefits arenfied through the Federal Social Insurance Funtiefederal
budget.

181 Goncharova O. To bear a child or to work? (in Rargs Vedomosti (newspaper)e 7(2029), 17.01.2008.
http://www.vedomosti.ru.
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The share of people receiving child benefits in $luds decreasing (the efforts of
applying for this benefit is too high in comparisohits amount). The reason is not only the
reduction of the number of children under 16 yeddas but also the decreasing purchasing power
of child benefits. It is confirmed by the decregsshare of children under 16 years for whom
these benefits are paid (See Appendix Figure 329122005 it was less than 50%.

Still, taking into consideration the effect of eocomy of scale and the higher poverty risk
for families with children, the trend is as followthe more children in a family, the higher
chance that it receives children benefits (See AgpeFigure 3.9.3).

As a whole, in 1995-2006 the total amount of pamtemity, parental and child benefits
gradually increased (See Appendix Figure 3.9.4}).iBueal terms the growth was observed only
in 2001-2002 and 2006, as a result of the raisaddstrd amounts of maternity benefit, lump-
sum benefit for a birth of a child and parentaldfér{(See Appendix Figure 3.9.5). In other years
the amounts of these benefits not only lagged lgettie subsistence minimum but reduced in
real terms. Besides the share of these benefitstah incomes of population also decreased (in
2006 it was not more than 0.3%, as their sharei ®.2% in 2006) (See Appendix Figure
3.9.6).

Nevertheless, we can consider as positive tenddrecyeduction of arrears on monthly
child benefits (See Appendix Figure 3.9.7).

According to NOBU$*? in 2003 32% of all population received child biése but the
contribution of these benefits to household incomaes insignificant, especially in comparison
with other social benefits (0.5% of total consurapfi2% for the poorest 20% of population).
Before the amount of these benefits was raisegrtbgramme of child benefits had belonged to
programmess with the highest share of the poor gmereivers®:

As far as enterprise policy for workers with famisponsibilities is concerned, we can
use data of salary and compensation surveys caeldy consulting and recruiting agencies.

According to the salary and compensation surveyiezhrout by Ernst & Your§*
among 167 companies of various regions of Russ0v, 92% of companies grant additional
payments (over the ones established by law) fopém®d of maternity leave; 22% of companies
grant additional payments for the period of parele@ve. These figures are practically the same
for all categories of workers.

In 76% cases additional payments for the periodnafernity leave are equal to the
difference between the standard (established by haaternity benefit and certain percent of the
average wage of a pregnant woman. As a rule gtasted to women who receive higher wages
than the maximum size of the maternity benefit ¢ading to Ernst&Young, most of companies
pay 100% of the difference). 13% of companies pé&yng sum at the beginning of maternity
leave (on average, about 550 US dollars), 4% maked monthly payments.

For additional parental payments the picture ighsly different. 59% of companies that
grant these payments, compensate the differeneecbetthe standard parental benefit and a
certain share of the average wage of a workerl{eraverage, up to 80% of the average wage);

182 National survey on household living standard aadigipation in social programs (NOBUS) was carried by
the Rosstat and the World Bank in May, 2003.

183 Russia - Reducing poverty through growth and $opialicy reform. Report number 28923. Poverty
Reduction/Econ Mngmt (ECSPE), World Bank, 2004/@2/2

184 Russia. Salary and compensation survey 2007/Z008l report. — Ernst&Young, August 2007.
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29% of companies grant fixed monthly payments. &kerage duration of these additional
payments is 332 days for a top manager, 354 daysddessionals and administrative staff, 406
days for support personnel and workers.

Besides, 41% of companies grants workers with paysner benefits at the birth of a
child (on the average, about 500 US dollars; tlaeeeno considerable differences depending on
a worker category).

7% of the total number of companies also grantsneays or benefits to workers having
school age children. Usually these are payments tlaé& form of New Year gifts to children
(90% of all cases) and sump-sums for the first d@athe first class at school (about 30% of
cases). Only 4% of companies provide workers witlidcare services (kindergartens or
children's rooms).

3.9.3. Child care

Kindergartens are not only educational institutitrest prepare children for school. They
are also an important social guarantee, thankstohavorking parents (first of all, mothers) can
return to work within a relatively short period.ritiergartens play very important role in the life
of young families in Russia in spite of all disadtages and problems in the sphere of preschool
education. According to a survey carried out by thstitute of Sociology of the Russian
Academy of Sciences in several regions of Russmost all respondents (working parents)
declared, that a kindergarten gave them a unigperamity to take a decent place on the labour
market and to keep the prospects of career groitb.average wages in Russia do not provide
sufficient income for the overwhelming majority f@milies with only one worker, that's why
the majority of mothers have to return to work be labour market shortly after childbirth.

However since the beginning of the transition pribe Russiarsystem of preschool
education and institutions has been in crisiShe main problems in this sphere are:

» the sharp reduction of the number of nurserieskamdiergartens in comparison with the
end of the Soviet period;

* problems with access to the existing nurseries kandergartens, including formal and
informal payments, queues, etc.;

e write-off of social institutions, including kindeagens, from the balance of many
enterprises and their transfer to the municipahauiies. As a result, there are problems
with financing of those institutions, many of whiblave to be closed down. Municipal
authorities are incapable to solve these probleffestavely, and the situation in this
sphere still has no tendency to improve.

We analyze these problems in succession.

According to the data of the Russian statisticanag (Rosstat), from 1993 to 2006
number of preschool institutionseduced by 41% anithe number of attending childrerwent
down by 30% (See Appendix: Figure 3.9.8). Since22f{ere was a growth of the number of
children attending preschool centres, however theber of these institutions continues to
decrease. More and more kindergartens are overediwidom 81 children per 100 places in
2001 to 99 children per 100 places in 2006.

During 1993-2006 the coverage of children of 1-&ryeld by preschool institutions
fluctuated in the range of 55-58%, however in tisodute figures this indicator tends to
decrease: form 700 children per 1000 persons adkeof 1-6 years in 2002 to 627 children in
2004 and to 603 children in 2005.
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There are practically no gender differences indbeerage of children of 3-9 years by
programs of preschool and elementary school edugabut there are differences depending on
type of settlement. City children are better codeby the preschool education system (from
73.3% for children of 3 years old to 80.9% for dnéin at the age of 5 years), in rural areas not
as many children attend education institutionsei tehare varies from 43.4% at the age of 3 to
48.4% at the age of 5 years. At the same time almédren go to school at the earlier age (See
Appendix: Figure 3.9.9)%

According to the Federal Law on education, the aben children can join a primary
school is from 6 years 6 months (if there are naltheeasons against it) to 8 years. Therefore at
the age of 6 years the share of children attengiegchool institutions reduces to 47.0%, while
the share of those visiting primary schools reacB&s3%. At the age of 7-9 years the
overwhelming majority of children are at educa#bimstitutions, the maximum share — 99.4% -
is registered for the age of 9 years (See Apperfdgure 3.9.10}%°

According to experts, the growing share of 6-yddr-ohildren attending schools
indicates not only the growing socialisation ofldren, but also the attempts of parents to solve
problems of the lack of preschool institutiofis.

The cost of stay of a child in a kindergartestrepends on the type of a kindergarten (on
the standard time of stay) and on the type of ethuta services (See Appendix: Figure 3.9.11).
The maximum cost is observed for compensatory kgateens and kindergartens with a priority
direction of development (e.g. art, esthetic, ptafsietc.), minimum — for regular kindergartens.
The cost of stay in a compensatory kindergartedfshours stay is 123 thousand rubles a year,
for 24-hours stay — 136 thousand rubles a year.

Most of kindergartens amaunicipally owned 82% of all preschool children that attend
preschool institutions attend municipal kindergasteOnly 2% attend private kindergartens.
Others attend regional or departmental kindergartdiat's why the consolidated regional
budget is the main budgetary source of financirdyrmaintenance of kindergartens in Russia. In
2005 98% of all budget allocations for preschoalaadion were made through the consolidated
regional budgets, and in the structure of the ratte main part belonged to the municipal
budgets. The problem is that most municipal budgetsdeficit, although local authorities are
responsible for the distribution of resources amicfions among preschool institutions.
According to experts, the main problem of preschastitutions in Russia is the shortage of
financial resources needed for the realizatiohe$é constitutional guarantees to the population.

Currently the problem of the shortage of funds otved by increasingpayments of
parents for the stay of their child in the kinderg@n. This parental payment is officially
established by municipal authorities. In 2005 91f%manicipal kindergartens practiced parental
payments. During 1990-2000s the price for preschmstitutions services grew almost 30 times.
In 1994 the cost of one-day stay of a child inrdkrgarten was 0.96 thousand rubf&sn 1999
— 7.90 rubles, in 2004 — 19.95 rubles, in 2005 :5 26bles. This increase rate is higher than the

185 gcherbakova E.V. All is well in education for Riass (in Russian). Demoscope weekly, 2085,189-190.
ngp://www.demoscope.ru/weekIy/2005/0189/tema06..php

Ibid
187 Here and below we use data obtained within theiept “Societal control on the transformation oé #ystem of
preschool institutions during the reform of localvgrnment as an instrument of protecting the rigtitsocially
vulnerable categories of women” realized by thdituie of social and gender policy. In “Societahtrol on the
transformation of the system of preschool institas” (in Russian). Russia, 2007. http://genderyaiic228
188 |n 1998 there was denomination of the ruble indRysso for comparativeness this figure shouldibieled by
1000.
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rates of growth for budget expenses per one cmttithe inflation rate. The share of parental
payments in the total cost of the stay in a kindeilen has reached 15-17%. It has already led to
the appearance of households for which servicgsesichool institutions are not affordable. This
situation clearly contradicts the official governmted policy of poverty reduction,
encouragement of birth rate growth, etc. Therenargharp differences in the social structure of
users of preschool institutions: according to tlesg$Rat, both families with high and low incomes
use their services, although the latter do it maften (in 2005 almost 60% of children from
families of the first decile of population distrifon by incomes attended kindergartens as
compared to 30% of children from the families af tenth decile).

According to the legislation, since 1 of Januai§Q?2 the parental payment is not to be
more than 20% of the total cost of stay of a child kindergarten. But the problem remains in a
new form: the payment will increase in absolutaieadlue to inflation, introduction of additional
services provided by kindergartens (e.g. dancingstadio, etc.) and increase in expenses on
personnel wages, etc.

Another measure aimed at increasing the availgbilitpreschool institutions was the
introduction of compensation from the federal budgé 20%, 50% and 70% of parental
expenditures on kindergarten for the second, #nndi forth child, accordingly.

In spite of positive nature of these measures, exgamphasize that they were not the
optimal method to address the existing problempreschool education. According to experts,
the priority should be given to the increase of tloenber of places for children in preschool
institutions, because most of kindergartens, eaflgan cities are overfull.

According to the Rosstat, in 2005 42% of kindergrastin Russia wereverfull (they
have more than 1 child per place). 10% of kindeeyer have 131 and more children per 100
places. The basic part of preschool aged childsdfo] attends overfull kindergartens. Besides,
in 2005the queue for placing a child in kindergarteimcreased to 913 thousand children (20%
of the total number of children attending preschiostitutions). In 2004 it was 805 thousand
children, in 2000 — 238 thousand children.

According to the survey of the Institute of So@ald Gender Policy carried out in 2006
in Samara region of Russia, 100% of women thateplabeir children in kindergartens had to
wait in a queue. Almost 70% of them entered theugu&7% made it while the child was
younger than 1 year, the same share — when thigiren were at the age from 1 to 1.5 years.
90% of respondents waited for the placement ofild ainthe kindergarten for 1-2 years after the
moment of entering the queue. Only 10% waitedtféoriless than a half of a year.

It should be noted that figures concerning queuesuaderestimated as they do not
include the number of families who are not in tiet but wish to place their children in
kindergartens: many of them have stopped waitirdylaft the queue, or are not able to pay for
stay of their child in a kindergarten because ahhtosts. Experts emphasize that partial
budgetary compensation of parental payments cam aygravate the problem of queues.

Moreover, the chosen form of compensation can ingrinancial situation in some
families, but will not bring financial improvements kindergartens which are short of finance. It
leads to occurrence of so-called “sponsor paymentd lump sum entry payment to the
kindergarten for each new child and subsequent patgron the various purposes. According to
the sociological survey, some parents pay an affientry fee (19% of parents in Moscow and
13% in regions), they contribute to repair cosesy for security (68% and 70%, accordingly).
Quite often they spend money for gifts and holidé88% and 68%) and simply give bribes
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(32% and 14%). According to some estimates, anageeMoscow family spends for education
of the 4-6-year-old child 16.9 thousand rubles ary8&7% of this sum is received by preschool
institutions. In the regions these figures arethdusand rubles and 81%, accordingly.

Preschool education expenditures of families witiffdrent incomesare different. For
example, families with the lowest income (the fulstile of population distribution by income)
spend on purchase of training programs, materradseglucational equipment 137 rubles a year,
while families with the highest incomes (the teddtile) — 1696 rubles; for cleaning, repair and
security of the preschool institution — 66 rublesd al857 rubles, accordingly; on sponsor
payments and gifts — 103 rubles and 804 rubleqrdowly. Besides, according to the survey
results, 70% of families agree to pay higher paysérhere are improvements in education and
upbringing of their child. According to sociologicurvey carried out in 2003-2004 in Moscow
and several Russian regions, about 40% of househatth low per capita income (up to 1400
rubles a month) would have liked, but had no oppoty to place their children in a
kindergarten because they could not afford it. &foge, it is families with high incomes, not
low-income ones who benefit from the establishedigdabudgetary compensation of parental
payments.

Besides, an intension to place a child in a kindeggpn can be stronger in families with
low income, since it allows mothers to return torkvdHowever, due to restricted access, such
families have fewer possibilities to place theilaten in kindergartens.

The deficiency of kindergartens is a cause of namig@pation of women with young
children in employment or their turn to low paiddalow-qualified jobs which give them an
opportunity of part-time employment in exchange tbe considerable losses in earnings.
Insufficient number of preschool educational ingigns is one of the reasons lufjh level of
female povertyin Russia (especially for single mothers and lai@milies). Actually many
young mothers and women planning to bear a chikk ha choose between children and
professional development.

A positive (but not sufficient) measure developed antroduced since the 1 January,
2007 by the Russian government is the federallbga on thematernal capital at the birth of
the second and subsequent child parents receiveettificate for 267.5 thousand roubles (in
2008; in 2007 it was 250 thousand roubles) whigntban be spent on education of the child or
on the improvement of living conditions. The matdroapital improves the position of families
with children and facilitates the access to edocati services for children (investments into their
human capital). According to data of the Russianiddiy of Health and Social Development, in
2007 about 300 thousand families in Russia recereeiificates on maternal capital.

Rostrud (Federal Agency on Labour and Employmentcaoperation with regional
authorities are working on a programme of professioetraining for mothers that are currently
in parental leave and have children under 3 yeltsTdere are plans to retrain 720 thousand
women by 2010. 20 billion rubles will be spent tvege purposes from the federal budget. In
2008 this program will be started in 8 pilot regoBut some experts think that it will face some
technical obstacles and difficulties. For examplaployment services can train only registered
unemployed at the expenses from the federal budygtas a rule after the birth of a child
women come off the registers in employment servieesl register in social protection
institutions to receive parental benefit that iscenas high as the unemployment benefit (it is not
allowed to receive both of these benefits in Ryssithough, in some pilot regions (for
example, the Krasnodar region) regional authoritigdssparticipate in financing this programme
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thus allowing young women who are not registeredremmployed to receive training. Through
the programme the authorities hope to solve thbleno of labour resource deficft®

3.9.4. Poverty of families

More than 50% of poor population in Russia is fasilwith children, and about half of
Russian families are families of working poor. dtgignificant that families with 3 and more
children are much less represented among poor iemnithan families with 1-2 children.
Therefore the main source of poverty of familiewahildren is not dependants, but the position
of the working members of households in the labmarket. Although, if we study poverty
among all families (childless and those with chelgr then children's burden on working
members of a family makes the most essential dmriton to income inequality among
population (about 11%), while the demographic tgpa family and the employment status of
its members — next important factors — considertgybehind (6% and 5%, accordinghyy.

Analyzing the depth of poverty we can indentify thkkowing trends.

In 2003 only about half of all families in the firand second deciles of households
distribution by incomes, had full employment of ksluln the 3rd to 5th deciles groups the
overwhelming majority of families participated imetlabour market, nevertheless they belonged
to the category of poor too (the poverty line igha level of the 5th decile group). It concerns
even families with one child, although they dorrficeunter high level of children's burden.
Therefore for half of the poorest families the maause of poverty is low wages of working
members, for the other half — joblessness (ecorallyimactiveness, dependence) of the adult
member(s) of households:

Among full families the highest risk of poverty abserved for young families, and a
birth of a child sharply worsens the family’s welibg (by 1.6 times) and increases the share of
poor families from 26.1% for childless young famdito 42.1% for young families with
children. This high poverty risk for young familiester a birth of a child, is mainly caused by
the double dependant burden: the necessity toataret a child and, as a result, a mother who
leaves active professional work for at least ong arhalf year (official paid maternity leave).
The official payments on child care cannot comptnghe loss in earnings of the woman
because of their insignificant amount. At the sdime, according to experts’ calculations, the
given natural process of pauperisation of famiaéghe moment of a child’s birth in Russia
looks today more smoothed as compared, for examplle,late 1980s when family wellbeing
worsened by 2.6 times after the birth of a chifdlt indicates that modern young families
usually plan the birth of the child and rely onithewn opportunities. During the official
maternal leave a woman tries to find a job whidbved her to combine it with child care (distant
work, part-time work, etc.). Besides, in compariseith the end of 1980s, young men more
often use the existing opportunities for additiomalk and they search for better paid job.

As a whole, families with children are concentratedthe groups of extremely poor
population (e.g. with family income below 30% oéthubsistence minimum) and form 60-70%

189 Gritsyuk M., Smolyakova T. A woman with a child sgarching for a job (in Russian). Rossiyskaya gaze
Ned568, 22.01.2008.

1% Ovcharova L.N. (ed.) Incomes and social servigesjuality, vulnerability, poverty (in Russian)lrdependent
institution for social policy, Russia, 2005. htfpvww.socpol.ru/publications/bookl.shtml.

1 Ovcharova L.N., Popova D.O. Children poverty insBia. Disturbing tendencies and the choice of estiat
measures (in  Russian). Independent institution feocial policy, Russia, UNICEF, 2005.
http://www.socpol.ru/publications/pdf/RUS_Child_Roty. pdf.

192 Ovcharova L. Work strategies of families with dnén (in Russian). Demoscope weekly, 2085,195-196.
http://www.demoscope.ru/weekly/2005/0195/tema04.php
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of this part of the poor population. The minimurskrdf poverty among families with children is
observed for married couples with one child — thepresentation in bottom deciles is much less.
According to this criterion, large families are tm@st vulnerable: their share is insignificant in
the general structure of the poor population, hetrtshare among the first decile of population
distribution by incomes increases by 5 times, amdthe group with incomes below the
subsistence minimum — by 3 times.

Another remarkable feature of the Russian poveftyamilies with children is that
among households which receive child benefits)afiel of poverty is almost 2 times higher and
income deficiency is 2.7 times higher than in hdwadgs which do not receive such benefits.
According to the experts’ estimates,child benefits play a very insignificant role irellbeing
of families with children and do not raise theilaokes to exit from poverty. It can be explained
by extremely small amount of regular child beneditsing 1995-2006: they have always been
much less than the subsistence minimum.

3.10. Child labour and forced labour

Child labour and forced labor are phenomena thatpbetely contradict decent work
principles; they deteriorate basic human rightse- tight for free, voluntary work, the right for
getting education and professional training, tigatrfor safe and well-paid work.

Family and society are obliged to guarantee childiee normal childhood and bring
them up to get decent work in the future that bénef society and its people. Now children
usually work because their own survival and suivofetheir families depend on their income,
and in many cases also because unscrupulous adglttheir weakness and vulnerability and
force them to work. Child labour is also connecteth weak development of public education
systems, and also has roots in some cultural aridlsostitutes and traditions.

One of fundamental rights of the person is the trigh freedom and free work,
irrespective of economic and a social status af plerson. Forced labour is often associated with
state compulsion, however now forced labour is ntgpecal for illegal migrants, the organized
criminal groups and certain ethnic communities.

Current situation in Russia (processes, statistics)

As both child and forced labour are mainly usednformal or “shadow” sector of
economy there is no official information about reamber of people engaged in these forms of
labour relations. The data can be obtained oninmfsome selective research and surveys, case-
studies, experts’ estimations.

Child labour

The latest information on the issue was presentedearoundtable meeting at the State
Duma (Parliament) in November, 2007. The head efSkate Duma labour and social policy
committee, Andrei Isayev said that there are ara®wddmillion of working children under 18
years of age in Russia. This group includes thoke are recruited for prostitution, who is
filmed in pornographic videos, and who work at fgnginterprises and in agricultural fieltfs.
According to the Russian federal labour and empkrynservice, employment of the underage

193 Ovcharova L.N. (ed.) Incomes and social servigesjuality, vulnerability, poverty (in Russian)lrdependent
institution for social policy, Russia, 2005. htfpvww.socpol.ru/publications/bookl.shtml.

19 gSee: Pavlikova O., Novikova A. «Trudotirania (Labdyranny): Russia abuses cheap child labour» e th
Newspaper "NewspapeNe188 from 09.10.20G7, Newsletter No 4 (31), 2007, p. 6.
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workers is one of employers’ major violations. andary-June 2007 alone a total of 8,529 such
cases were registered. As a rule, underage em@ayerk in agriculture, trade and industries.
Over this period improper working conditions causkgith of five children and injuries to
another seventeen. Child laborers often do not ngadenedical examinations and do not
conclude labour contracts. Large numbers of thewe @ work long hours without breaks and
on weekends, some exceeding 200 hours of work @hmdheir compensation is often only a
guarter of the average wage. According to offidata of the Russian state statistics service,
219,900 young people between 15 to 17 years wepéoged in 2006.

Experts say the reasons for such damaging forrmhilaf labour is not only negligence of
a child, parents’ poverty or unemployment. A widesyg misunderstanding is that early
employment strengthens character and engrains skillso to blame. He believes it is necessary
to spell out more clearly where a fourteen-yeareaad be employed and under what conditions.
The roundtable meeting also focused on the worshdoof child labour such as sexual
exploitation of children. The deputy head of theniaucommittee for women, family and youth
affairs, Tamara Fraltsova, called for the amendmeot the Criminal Code to toughen
punishment for involvement of children in begginglgrostitution.

Alexey Bukharov pointed out that mainly homelessdebn and migrant children began
to work at early age in Russia. Among the widesprgarst forms of child labour in Russia he
mentioned forced labour, prostitution, pornograpbygminal activities as well as hazardous
work. Pan-handling, utility waste collection, carashing rank first in Moscow, while
prostitution is ranked seventft. In the Volgograd region, a 2004 UN study foundréheere
7.000 child laborers working in the peak summer th®nAs many as 1000 of those were
engaged in prostitution.

To estimate scales and dynamics of employment nbmyouth at the regional level the
statistical data of employment center of the Moscegion can be used. Table 10.1 shows the
number and structure of minor youth in the Moscagion which have addressed local
employment center for the help in search of work.

Table 10.1. The characteristic of employment of mior youth in the Moscow region in 2002
— 2005 (persons)

Indicators 2002 2003 2004 2005.

Number of citizens under 18 years of age, who vece
services in vocational counseling

46361 51037 | 48909 31076

Number of the unemployed at the age of 16-17 years 1231 1345 1477 1410
ﬁ\]ses:istaengfellz_(la;np:ao;/rr:ent for job-seekers - minbrs a 65110/ | 68067 /| 44973/ | 39170
g y 59259 | 61756 | 38348 | 33441

(applied/employed)
Vocational training for jobless citizens — minotgfee

2446 / 2130/ | 2185/ 1618/

age of 16-17 years o 2068 | 2067 | 2170 | 998
(were directed/completed training trainemploy

School pupils, wishing to work their during fremé 58323/ | 62883/ | 37878/ | 33509/
(applied/employed) 54552 60113 | 36325 31629
Source: Central administrative board of state egmpént service of the Moscow region -
http://gszn.mosreg.ru/

The analysis of indicators in Table 10.1 testitiest a rather small part of minor youth
who apply to the official employment service fosigtance in job search. So, in 2005 number of

19 Newsletter No 2 (25), 2006, p. 8.
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teenagers who had applied to the employment sefotcassistance in employment decreased in
comparison with 2002 by 26 thousand persons. Téuiation could be caused not only by

changes in their preferences between work and esudiut also by the transformation of a
system of temporary and permanent job creatiomiaor youth, which resulted in the reduction

of vacancies for teenagers.

Similar trend is observed among teenagers, wistongeceive professional orientation.
Their number decreased during the same period f®nihousand to 31 thousand persons Such
situation on a labour market is connected, on the lmand, with a lack of the information on
vacancies for high school or vocational institutaraduates, and on the other hand, with the
mismatch between the education system and the labhatket demand. Similar trend can be
observed among teenagers, wishing to work duriag thee time. Their number decreased to 33
thousand in 2005 as compared to 58 thousand in.200kators presented in the table reflect
only the situation of officially registered minom the labour market. Teenagers who have
approached employment service, but have not reteassistance, have search for work
independently. Results of such search are notteggs and, accordingly, cannot be considered
by statistical bodies.

It goes without saying that during this period #mnomic situation in Moscow region
improved, wages, incomes and living standards efpibpulation grew up. So, we can suppose
that in these new conditions children were lessddito earn money. But to testify this thesis the
special research is needed.

High schools and professional schools are not @bteact quickly to changing demands
of the labour market. As a result there remainsstudtial share of graduates experiencing
difficulties in finding the job according to thgrofessional knowledge. Besides, employment of
teenagers becomes more difficult due to the ladctmal skills among this group and, as
consequence; they can apply basically for low-pahd.

The 2007 Survey of pupils and students revealednthst preferable temporary jobs
during free time from their studies or during a atemn. For minor youth it was PC operator,
leaflet distributor, child nurse assistant, messeng@nimator, agricultural worker, promoter,
salesman, etc.

The ILO study conducted in Moscow and St.-Petegbur2000 — 2001 reviewed the
situation of «street children» on the labour marketl studied trends in job preferences of
teenagers. The Moscow survey showed that the magdri'street children” work in trade, clean
of streets and marketplaces, load and carry gowdsh cars, etc.. Age of the interviewed
children was from 3 to 14 years. All of them workiegally as the Russian legislation did not
allow employment of persons under 14 years of age.

The research showed that usually children stastaik "in the street” at the age of is 10-
11 years (44 %). Almost every tenth child has sthto work at the age of 5-7 years, but among
those interviewed there were also children frono 3 tyears of age whom adults had forced to
work.

The ILO survey conducted in 2000 in St.-Petersbregealed about 30 types of work
where child labour was used. Children worked inftllewing branches:

- Transport (car washing, refueling and repairs);

- Trade (selling newspapers, street trading, tradingarketplaces, etc.);

- Logistics (subsidiary works in shops, loading/udiog, guarding goods, etc.).
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Besides it was found out that:

- Children below 13 years of age constitute 50-70rémfthe total number of street
children.

- From 10 % to 30 % of them are engaged in illegaldies

- From 20 % to 35 % of working street children belb8vyears of age are involved in
prostitution.

In Moscow the distribution is similar, and estinoats of the number of working street
children fluctuate from 30 to 50 thousand persons.

All over the world rural economy is a sector whéne greatest number of children
works, 70 % of the total number of working childrémfortunately there is no valid statistics on
child labour in the rural sector in Russia.

Forced labour

As an ILO-commissioned study by a prominent Russ&a&pert Elena Tyuryukanova
shows, forced labour is a very acute problem insid€® Although the GDP growth rates have
been high for the past few years, poverty remaimssne: incomes of 27 percent of the
population are below the subsistence level. Lowommes do not allow large groups of the
population to get proper education and healthcahe shadow economy accounting for 10
million employees and 22 percent of GDP is a viesd for illegal human exploitation practices,
including human trafficking and forced labour. ls@creates and maintains a steady demand for
a cheap work force and denies it any social guaesntRussia is witnessing a growing influx of
migrants from other CIS member states, as well bmaC Vietnam and Korea. Flaws in
migration legislation are many and chances of ggttegal employment are slim. Irregular
labour migration in Russia makes up about 4-5 amilppersons.

The ILO Report”” emphasizes that forced labour certainly cannatdmted simply with
low wages or poor working conditions. It comprise® basic elements: the work or service is
exacted under the menace of a penalty, and itdentaken involuntarily. This can take extreme
forms such as physical violence, but also subtdem$ such as confiscation of identity papers or
threat of denunciation of irregular migrants to ff@ice authorities, which leads to increased
exploitation. In this context forced labour in Riassas become a common occurrence. First and
foremost, it concerns migrants, who are illegalippboyed in the shadow and informal
economies. According to an ILO survey conductedRussia, 47% of labour migrants have to
work on uncertain wage conditions or without anygesat all, 71% have to work to exhaustion,
and 51% are forced to do jobs they had not agreewltintarily. Around 30 % of migrants are
denied freedom of movement and are partially isdlafrom society, 20 % have had their
passports confiscated by the employer, and 12%ndebted to their employer and cannot sever
labour relations of their own free will. On averad®% of women migrants say they are
sexually exploited. These figures testify to existe of slave labour.

During the last ten years there have been also mepuorts on the use of forced labour
and slavery by communities guided by traditionainm® and national customs and by criminal
groups. Weakening of the state has created favodibhate both for criminality, and for archaic
«the communal right».

1% 1LO Moscow Newsletter, No 2(21), 2005, p.2., Elefyuryukanova. Forced Labour in the Russian F¢idera
Today: Irregular migration and Trafficking in Humaeings. ILO. 2006.
1971LO Moscow Newsletter, No2(21), 2005, p.2.
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Monitoring data show that the structure of slave tmced labour has not changé&ue?
Slavish, compulsory and forced labour was usedénform of «house slavery» («work on an
economy»), in construction, and on handicraft work.

We should separately name such phenomenon asckiaffi in persons, including
trafficking of women, men and children for forcedbdur and prostitution.

Interesting data was obtained by E.Tyuryukano¥a‘From the judiciary practice
analysis on civil cases (labour disputes) fromititeoduction moment in action of the Labour
code of the Russian Federation (on February, 22 follows, that in the Russian courts
claims practically are not declared restorationthef broken labour rights, concerning situations
of compulsion to work. According to data of judics&atistics, in the first half of the year 2002
(Department data at the Supreme Court of the Rudsgleration) the number of the labour
disputes considered by regional courts has made thousand while by world judges it is
considered 166,1 thousand labour disputes. Fosahee period by courts it is considered 101,9
thousand disputes on a payment.”

Besides, the same study contains expert assessintted labour. Experts name the
following groups which are more than others invdlvea forced labour (are listed in the
decreasing order of a degree of involvement inddrabour):

* Migrants, first of all, irregular migrants
* Homeless persons

* Abandoned children

e The poor

* Refugees and the forcibly displaced persons
e The unemployed

* The disabled

» Prostitutes

* Alcoholics

* Prisoners

» Soldiers

Experts are unanimous in opinion that migrantst faf all irregular ones, represent the
majority of those involved in forced labour and eged to various forms of exhausting work.
(38 persons from 41 interviewed, or 93 %) constermajority of experts, that not less than 30
% of illegal migrants are exposed to forced labhauhis or that form and degree. According to
experts, more than half (56 %) of migrants are ive in forced labour. By estimations of the
ILO, in the transition countries, including Russaiad other CIS countries, at least 210 thousand
persons are involved in forced labdtit.

As to data about crimes on a project site «Hunmaficking prevention» is the data given
by Investigation Committee of the Ministry of Imat Affairs of the Russian Federatf6h
United in the table, they show the number of res@@&rimes involving human trafficking:

19 Elena Tyuryukanova. Forced Labour in the RussiadeFation Today: Irregular migration and Traffiakim
Human Beings. ILO. Geneve, 2006.P.52(Russian editio

19 Roger Plant Interview, 16.06.2005, RIA Novosti

290 http://www.no2slavery.ru/ru/dokumenty/statistika/
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Table 10.2 Revealed crimes in labour sphere

2004 2005 2006
Slave labour use (article 127-2 of the Criminal €odf the Russian 8 20 19
Federation)
Involving in prostitution (article 240 of the Crimal Code of the Russian276 390 548
Federation)
the organization of prostitution (article 241 oftiCriminal Code of the 976 1039 1376
Russian Federation)
Manufacturing and distribution of materials or i®nwith pornographig 30 54 359
images of children (article 242-1 of the Criminabde of the Russian
Federation)

Source: http://www.no2slavery.ru/ru/dokumenty/sti#a/

Trafficking® in persons is one of the cruelest and most malicikypes of organized
crime. It has long grown to truly scaring dimensicand it keeps sprawling. To counteract
human trafficking effectively it is necessary t&eainto account all aspects of forced labour,
demand for human trafficking in the countries afafi destination, as well as supply in the
countries of origin, according to the memoranduropaeld at the conference organized by the
ILO in Vatutinki, Moscow region on 26-27 January)0B8 The conference brought together
representatives of the parliaments, governmentaggnwvorkers’ and employers’ organizations,
international organizations and delegates from dbentries of the region. It called for the
development of a National Plan of Action to comfaatan trafficking and forced in Russia.

Central and Eastern Europe (including the formeSR$ountries) is on the second place
in the global human trafficking rating, after Solhast Asia. For example, around 175 thousand
women are trafficked from the region every yeainggtion for 1997). According to experts’
opinion from 1/5 to 1/3 of these women are Russiblosvever these figures do not cover human
trafficking between the countries of the region dne total number are most likely very high.
Migration flows from Eastern Europe and Centralad&ften transit through the Eastern Europe)
include women and girls sold to sex industry, atgb anen and women sold to work in
agriculture or on manufacture.

Correspondents of Radio Freedom reported that dicgprto militia, in 2003 in the
Central federal district of Russia 250 cases ofi@dmn trafficking were registered. However the
exact total figures are not known to anyone, jolistsay?’?

Interfax news agency informs from 25.09.2007 rafgrto deputy chief of investigatory
committee temporarily fulfiling duty at the Minrst of Internal Affairs of the Russian
Federation the colonel of justice of Jury Alexeye¥or last three years the number of the
revealed facts of a human trafficking in Russiaihaseased more than in 6 times”. According to
Alexeyev, the greatest quantity of such crimes ctodight in Northwest, Far East and Central
regions."Experts consider, that by the size of theeived profit the slave-trade goes after
narcocriminality and illegal traffic in arms ", -ab underlined Alexeyev. Thus the colonel of
justice named a human trafficking a world probléxa.he said," in the countries of Central and
the Eastern Europe annually do not return home tad@@ thousand persons “. The majority of
them - women who are taken out abroad for the mepd sexual operatiorfs:

291 |LO Moscow Newsletter No 1(24) 2006, p.7.
292 http://www.svoboda.org/ll/crime/0404/11.041504-4pa
293 |nterfax, 25.09.07.
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Russian legislation on child labour

Russia ratified ILO’s two fundamental Conventiomstbe Worst Forms of Child Labour
(No. 182) and on Minimum Age (No0.138).

The Labour Code of the Russian Federation, Ar6d8e

The 16-year-old teenager has a legal right to daberur market and to conclude a labour
contract. 15-year-old teenager is permitted to wamnky if he/she has already received basic
general education (i.e. 9 classes of secondary ofch@n organization can employ
schoolchildren who have reached of 14 years of Bgepnly if a teenager presents a written
approval from one of parents (or a trustee) anddjaaship body.

In cinema organizations, theatres, theaters andaecbrorganizations and circuses a
conclusion of an employment agreement with persorder fourteen years of age is allowed
supposed with the consent of one of parents (oustee) and body of guardianship, for the
participation in creation and (or) execution ofgwots without any damage to the child’s health
and moral health.

Russian labour legislation contains a wide rangeeguirements which an organization
should observe in employing minors (workers und:ydars of age):

» Teenagers under 16 years can work only during tiree from their studies and work
should not cause harm to health.

* For concluding employment agreements with perseh®\18 years of age, preliminary
medical examination is required (Article 69 of th@bour Code of the Russian
Federation). If a physical examination implies pawmit shall be paid by an employer.
This provision is contained in Article 266 of thallour Code of the Russian Federation.

» Trial period cannot be established for working nngo

Two restrictions are established on the duratiowarking hours of teenagers:
1. Normal duration of working hours per is estdi@id at:
- 16 hours for workers under 16 years of age;
- 4 hours for workers from 16 to 18 years of age.

Duration of working hours per week for schoolcheidrless than 18 years of age
working during their free time in the course of @emic year, should be reduced twice.

2. The second restriction concerns duration ofydadrk. According to Article 94 of the Labour
Code of the Russian Federation, it cannot exceed:

- 5 hours for workers aged from 15 to 16 years;

- 7 hours for workers from 17 to 17 years of age.

For schoolchildren combining study with work in tbeurse of academic year, duration of
work should be:

- 2,5 hours for children from 14 to 16 years of age;

- 3,5 hours for children from 16 to 18 years of age.

According to Article 265 of the Labour code of tRassian Federation, persons below 18
years of age cannot be involved in:
- underground works;
- hard work with harmful and dangerous working cands (the List of heavy
works and works with harmful or dangerous workinonditions is has been
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approved by the Government order of the Russiarefeédn dated February,
25th, 2000 No. 163);

- works harmful for health and moral developmentesinagers (gambling, work in
night clubs, transportation and trade in alcohohatco products, narcotics and
toxic substances);

- loading and moving of weights of limited rates (msrwere approved by the
decision of the Ministry of Labour of Russia fronptd, 7th, 1999\ 7)

It is forbidden to send teenagers under 18 yeamgefto official missions, to involve
them in overtime work, work at night, during holyda These restrictions provided in Article 268
of the Labour Code of the Russian Federation.

The problem of worst forms of child labour was disged at the State Duma level (the
Round table “International experience of struggiaiast child labour in the framework of the
realization of basic ILO principles”, 8.10.2007,etiRound table «Child labour in modern
Russia» 29.09.2003: the Round table "Worst formshdfl labour: ways to address the problem.
On ratification by the Russian Federation the ILG@entionNe 182" 30.05.2002).

The Constitution of the Russian Federation estagdisnain principles of regulation of
labour relations. Inadmissibility of forced labasrproclaimed as one of basic norms of labour
relations in the Russian Federation. Constituticarscle 37 establishes that in the Russian
Federation «work is free. Everyone has the rigittispose the abilities to work freely, to choose
a sort of activity and a profession. Forced labsdorbidden».

In the Labour code of the Russian Federation tmeept of forced labour is wider than
defined by the ILO Forced Labour Convention, 193rced or compulsory labour shall mean
all work or service which is exacted from any persmder the menace of any penalty and for
which the said person has not offered himself vialtly. Forced labour also includes:

* Infringement of terms of payment of salary or pagtmeot in the full amount;
» Harmful work without protective equipment;
* Work which threatens life and health of a worker.

In the Russian Labour Code the second componeodrofentional definition of forced
labour - absence of voluntariness of the offerwloeker for the services is not reflected. As a
result situations which are rather similar to fatdabour, are not qualified as such in legal
practice, and accordingly, rights of a person iaedlin forced labour and are not restored and
punishment of persons using such work does notgkice.

The human traffickingn the Russian Federation legislation is definedparchase and
sale of the person or his recruitment, transpanmatiransfer, concealment or reception, made
with a view of his/her exploitation.

The bulletin of the Institute of the CIS countrieBorced labour in modern Russia:
problems of legal regulation» (2004) states:

«It is obvious that slavery and oppression of thestmvulnerable groups, especially

women and children, cannot as the belonging tq#st. With the view of it, the global

should turn again to the eradication of forced labas well as of terrifying working and
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living conditions that accompany forced labour. fehehould be no place for forced
labour in the twenty first century’s?

On February, 13th, 1998 the State Duma of the RosSederation passed the Federal
law "On ratification of the Forced Labour Conventib The issue was discussed, in particular,
during the seminar on forced labour, human traiffigkand irregular migration in the Russian
Federation which was organized in Moscow on Mayl@th, 2003. The seminar’s purpose was
to share experience between parties concerndthistry of Labour and Social Development,
trade unions and employers, the State Duma of tissiBn Federation, Federal migration service
at the Ministry of Internal Affairs, Ministry fordteign Affairs, international organizations, such
as the International organization for migratiore Buropean Union, the Organization on Safety
and Cooperation in Europe, the Swedish Agency trirational Development and UNDP (the
United Nations Development Programme).

Besides there is the UN Slavery Convention, 1926] #he UN Supplementary
Convention on the Abolition of Slavery the Slawade, and Institutes and Practices Similar to
Slavery , 1956. They also are devoted to the favfrferced labour similar to slavery, and also
the forms of forced labour similar to slavery, suab debt bondage, formal individual
dependence and child labour use. All these conwesitiave been ratified by Russia.

Key programmes and initiatives
In the field of child labour

In Russia the International program on the chilwbla elimination (IPEC) operates. This
program was launched in 1992 to give an operatidmaénsion to the ILO’s action to combat
child labour which had until then been concentratedsetting of international standards and
supervising their application.

The program works in several ways, namely:

e country-based programs promoting policy reforms pnidin place concrete measures to
end child labour;

* international and national campaigning intendedhange social attitudes and promote
the ratification and application of ILO Conventions

* in-depth research, legal expertise, policy analgsid programme evaluation carried out
in the field and at the regional and internatideakls.

The activities of the ILO are far beyond concret@grts and are aimed at initiating time-
bound programmes aimed at abolition of the wonsh#oof child labour by 2016.

IPEC started its projects in St.Petersburg and.émengrad region in 2000.They included
both studies and data collection about street @mlcand developing the programme of their
rehabilitation. In January, 2000 the project «Stadeldren of St.-Petersburg: from exploitation
to education» was launched. This three-year projeas directed on training of experts of
official bodies and NGOs on methods of struggleiregiachild labour and rendering of direct
support to working street children and their faesli

204 Bulletin of the Institute of the CIS countries.réed labour in modern Russia: problems of legalilapn. —
2004
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In the next study devoted to working street chidoé Moscow, in 2001 similar research
technique as in St.-Petersburg was used. More 1686 working street children and more than
200 employers and experts from the state sociabkshments and NGO were interviewed.

In 2006 IPEC completed the second phase of theegiréyWorking Street Children of
St.Petersburg: from Exploitation to Education” afmat the creation of preventive and
rehabilitative models of social work. Discussingp tresults of the project representatives of
IPEC, St.Petersburg Government, law enforcemenh@gg non-governmental organizations
and social partners pointed to useful, innovatind progressive character of practical models
developed in St.Petersburg as well as the needtégrate new rehabilitative and preventative
methods to support working street children anddeéil at risk (e.g. a Comprehensive Model for
Rehabilitation of Working Street Children: and Fbhm&elf-Help Groups) into the social
protection systems.

The project “Working Street Children in the LeniadrRegion — Initial Action to Combat
the Worst Forms of Child Labouf® was implemented in 2003-2004 in two border ditsriuf
the Leningrad Region —Vsevolozhsk and Priozersle itlea of the project was to work out
preventive and rehabilitation models of social wdrkree action programs were implemented in
the region targeting practical needs of workingestichildren, their families, social workers and
teachers. Proje®irect Support to Working Street Girls in Priozersk was based on the Policy
against the Sexual Exploitation of Underage Gidsealoped by the Priozersk administration.
Ten girls permanently lived in the centre, locatedhe Kommunar village. Another 10 girls
attended day-time creativity programs in the Snextea-curricular centre located in Priozersk.
Psychologists lent their hand to the girls orgargaindividual and group rehabilitation sessions.
All girls were trained in different folk crafts aidok a computer literacy course.

Comprehensive Rehabilitative and Preventative Modeflor Working Street Children
and Their Families in Vsevolozhsk District of the leningrad Region— Four modules were
applied in the socio-rehabilitation centre: streetial service (140 children), comprehensive
rehabilitation of working street girls (30 girls$elf-help groups (27 families), and medical
services (150 children).

School-Based Child Labour Monitoring System EstabBhed in Selected Territories
of the Vsevolozhsk District, the Leningrad Region— The Action Program provided direct
support to children who combined school and world those at risk of giving up school. The
preventative approach was implemented in four ssfieschools of the Vsevolozhsk District,
located in the communities of Vartemagi, Bugry, Raltand Sverdlova. The schools were
selected on the basis of dropout rates. In totalgils and 65 boys at risk (30 children in each
school) were identified and provided with varioosial assistance.

In St.Petersburg there are five centers that higgetschildren readjust in the society.
IPEC opened a social service for street childreth arrehabilitation centre for street girls in
Vsevolozhsk and Priozersk. IPEC helped 1000 stvegs and girls in St.Petersburg and the
Leningrad region to return to school. Active wok mow underway and the accumulated
experience is being used in Russia’s other regidnsgew IPEC project has been launched also
in Volgograd region.

In 2006 the Russian non-profit public policy resbainstitute — the Institute for Urban
Economics — started to implement a project on madsearch of trafficking in children between
Moldova and Russia. The project was initiated bYDMIPEC. ILO/IPEC experts say that

295 Newsletter, 2 (21), 2005, p.6
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trafficking in children from Moldova to Russia hakeady been institutialized for more than 10
years and in the beginning of the 21st centurgached an alarming scale. The project is aimed
at studying the market of trafficking in childrem Moldova and Russia, analyzing the legislative
base and modern practices of struggle against &blour in the two countries and studying the
experience of adaptation of children — traffickivigtims in a donor countr§?® Social policy
experts will conduct a poll of the two countrie2presentatives of government, non-
governmental organizations, researchers and sgsial charge of counteracting trafficking in
children. In Moldova children — victims of humaifficking - will be interviewed. Mass media
content analysis will be conducted in this areattady push and pull factors in receiving and
sending countries. The two countries’ specialistswork out recommendations to optimize the
two countries’ cooperation in identifying and retung Moldovian children back.

In June-November 206% children’s painting, drawing and photography csht8top
Child Labour! took place in Volgograd. The contesis organized by regional administration in
cooperation with ILO/IPEC, all winners were awarddth special prizes.

Association of Commissioners on Children’s Rights the regions of the Russian
Federation together with the ILO Office in Moscaw2007 declared a campaign called “Adults
against child labour”. Round tables, presentatiqmess conferences with the participation of
adults and children devoted to struggle againstwbest forms of child labour were organized
under the aegis of the Office of the CommissionerGhildren’s Rights. The purpose was to
draw attention of officials, representatives of ttigil society, experts of departments and
services, children to the rights of the child, artpcular in the labour sphere.

Russia annually takes part in the Children's CagW&orld on child labour.
In the field of forced labour

In 2001, after the publication of the ILO globalpoet, under the decision of
Administrative council of the ILO the Special AatidcProgramme to combat Forced Labour
(SAP-FL) has spearheaded the ILO’s work in thigdfigince early 2002. The programme has
successfully:

» Raised global awareness and understanding of mdoleed labour.

» Assisted governments to develop and implement ags,|policies and action plans.

» Developed and disseminated guidance and trainingrias on key aspects of forced
labour and trafficking.

* Implemented innovative programmes which combineicgodevelopment, capacity
building of law enforcement and labour market togibns, and targeted, field-based
projects of direct support for both prevention ofced labour and identification and
rehabilitation of its victims.

Specified for Russia:

«It is necessary to create the Russian alliancmstgl@rced labour and then to include it
in the global process. We think it is possible here is political will and interest from the
public», - Roger Plant head of the ILO programmairag forced labour, told RIA Novosti
news agency. To understand the scale and the obdiés problem, it is necessary not only to
strengthen work coordination between various miigist but also to involve the Russian civil
society, researchers, lawyers, Roger Plant says.

298 |LO Moscow Newsletter No 4 (27), 2006, p. 4.
297 |LO Moscow Newsletter No 4 (27), 2006, p. 4.
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The International Organization for Migration haarttd the project «Human trafficking
in the Russian Federation». The project’s overajéctive is to counteract human trafficking in
the Russian Federation acting in countries of nrigestination and transit.

Very interesting results were received by the ®aratentre organized crime and
corruption studies. During the sociological surveips 2006 Investigating a problem of
counteraction to a human trafficking and use dbseslabour, respondefitd were asked who in
their opinion should solve this problem and who saive it most effectively. According to
respondents, NGO-business cooperation could be mtiestive, than activity of special
government institutions (34,3 % of respondents)ke Tdllowing arguments were mentioned in
support of this position:

* People are not afraid to address NGOs for help;

« NGOs spend money efficiently and, unlike state citmes, have more experience in
identifying crime victims;

* Unlike state structures, NGOs are less corrupted;

* NGOs are better prepared to address the issue Hiwegeaim at solving particular
problems;

» the state yet does not operate «in the field ofggle against a human trafficking»;

» the state should control the legal observance ofdmurights in labour sphere especially
concerning human trafficking

At the same time, 31,4 % of respondents beliea ribthing and nobody can replace the
state in struggle against human trafficking. Reslenitis explained their position as follows:

» state organizations collaborate better , have raotigority in fighting against crime;

* NGOs activity is limited to drafting recommendatsoand providing assistance to crime
victims;

* «Nobody can compete with the state»;

» state organizations operate on the whole terribdbthe country and beyond while NGPs
operate mostly on the regional level

5,7 % of respondents believe that both types oamimations — state and non-state - are
effective but in different ways and levels, henités necessary to unite their efforts in fighting
human trafficking and slave labour. Thus the proble child labour and forced labour should
be solved at the national level.

Conclusion

Our research included a survey of representati’eemal partners on the whole range of
problems concerning decent work in Russia. As $aghald labor and forced labour is concerned,
only representative of Trade Unions regarded ibéoan acute problem that required urgent
measures at the state level. Others emphasizedhtrat were more urgent problems — wages,
labour conditions, etc. that were vital for millomof workers while child and forced labour
needed concrete and special-purpose measures aimadtively small groups.

Still the Decent work agenda can’t be realized us$a until child labour and forced
labour is prevented. Of course, recent social amh@mic developments of Russia (economic
growth, increase of wages, decrease of unemploynfesdal reforms, etc.) should form

298 saratov centre on research of problems of thenizgd crime and corruption, All-Russian scientifiactical
seminar-training “Combating human trafficking odéeal and regional levels”, March, 20-21, 2006.
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economic basis for the eradication of child andcddr labour. But the impact of these
developments is indirect while concrete cases negeht and efficient intervention.

The activities of Federal and regional governmémisooperation with the ILO and non-
governmental organizations should be supportedobsesponding special national programmes
including comprehensive fundamental research ofsttee, scope and prerequisites of child
labour and forced labour. The results of such stwduld show the direction of efficient and
targeted policy of the eradication of child labamd forced labour.

4. CONCLUSIONS and RECOMMENDATIONS

Links between different social and labour factorsigporting or impeding the realization of
Decent Work Agenda

Decent work is the highest form of socio-labouratieins and one of the most
complicated social phenomena because of variallecannteractive relationships between its
numerous elements-parameters and factors defihi@gchharacter and trends of development.
Therefore, the best approach to analyzing effectatization of the Decent Work Agenda is to
look at accompanying and counteracting interretetioetween its different characteristics.

The analysis first of all should cover employmentl avages as major tools of market
regulation of economy. In the macroeconomic contekiring the period under review
employment remained rather insensitive to shockeanhics of reduction of employment and
unemployment growth mismatched the decrease rageosé national product. At the same time
atypical forms of labour market adjustment emergetkignificant reduction of general
employment was accompanied by essential changeirvg conditions, namely: reduction of
working hours, falling of real wages, wage arrearsiease of the share of involuntary part-time
workers, demonetization of wages, decrease of Ispomection coverage for workers on the
labour market. During the succeeding period of eamn growth the following trends were
observed: accelerated growth of real wages corabtleroutrunning growth of labour
productivity, decrease in a share of involuntargt-iane workers as well as stabilization of the
number of employed persons and working hours duraincrease of social security coverage of
workers through the implementation of social protecreform.

For Russia the cause-effect relation betweka status in employment, labour
contracts, behaviour of workers and employers and the deweémt of institutional frameworks
of employment for realization of principles of tBecent Work Agenda is a new issue.

Economic risks which have been caused by emergaincew socio-labour relations on
the Russian labour market, started to be regulayddbour contract®’® Such legalization of the
existing contractual relations in work sphere waeeessary step; it helped to protect workers in
case of labour disputes. Control over the intrddacof labour contracts at enterprise started in
Russia only in 1997, with the creation of the PemsiFund and strict control by the Tax
Inspection over earnings contribution. At that tithe position was that all labour relations
should be registered only in written form, and @&sacontrolled by the above-named institutions.

However, by that time specific Russian social andnemic context had led to a wide
spread of various kinds of labour contracts (camsran performing certain amount of work;

29 Since 1992, in the Russian legislation there wireeamendments connected with introduction of agerttie
labour contract (contract)» in the Labour Code (99With working out of typical forms of the contta
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fixed-term labour contracts and oral agreementsjhé first case instead of establishing labour
relations employers and employees enter into @wi+elations; in the second case the dismissal
costs for an employer upon the contract expiryeapeal to zero; in the third case an employer
does not bear any dismissal costs throughout thrazi term. Such arrangements are favorable
for employers, but not for workers as job secudtyler these "contractual" conditions is very

low.

Thus the prerequisites for the development of der for decent work are quite
limited, as the labour market is living accordimgits own rules, retaining zones of illegitimate
employment. The main problem in sphere of applbea®f the labour legislation during the
considered period was weak control over its obse®alnability to solve labour disputes and to
provide execution of decisions taken pose a serjgablem to the Russian politicians,—
employers and workers.

Since the end of 19904anovative forms of employmehave developed, and they are
still widespread (as shown above) at enterprisestdwarious advantages and benefits that they
imply both for workers and employers. However, adamental study of cause-effect socio-
economic interrelations emerging in this case, eamng corresponding forms of labour
contracts, legalization of the parties’ relationsl &s institutional registration is still to be

At the same time in Russia there has deep changbsquality of employment caused
by a radical economy transformation and the respgeatterations in labour supply and demand.
A specific rolein the regulation of labour demand in Russia bg$aio the quality and dynamics
of workplaces system. That is why the employmertituin Russia in essence depends on the
quality of workplaces system.

The system of workplaces is known to determineamby the conditions of employment,
but also other elements of Decent Work, namely: kwgyr conditions, occupational safety,
character and types of risks, intensity of worlkgdarctivity and, finally, labour remuneration.

The system of workplaces can be characterized lyda set of parameters that are
applied to one workplace and to groups of work@aaevarious levels - economy as a whole,
branches of economy, industries and types - byepsadnal/qualification structure, by kind of
activity, by technology intensiveness level et€g.assess quality of system of workplaces, such
indicators as age of the equipment, its conforratganitary and hygienic norms, level of work
severity , etc. are used.

The employment situation and working conditions Russig first of all, depend on the
age and technological structure of workplaces. aherage age of equipment in the industry
exceeds 20 years and it has a steady trend toaseréhe share of old equipment grows from
year to year. In 1990 the share of 10-year-old mgent (about 10 years old) used for
developing and implementing new was about 60 %2003 this indicator became less than 13
%. Degree of fixed capital depreciation in industrgeeds 50 %.

In general there is a persisting gap in technokddevel of production. Quality of system
of workplaces is also degrading, which negativdfeds workers’ health, level of their skills
and does not create sufficient motivation for piddaty growth, prevents expansion of effective
work, limits employers’ opportunities to qualifiggbrsonnel, reduces competitiveness of firms,
leads to "physical" deterioration of labour potehti

Therefore updating of system of workplaces is tlannprerequisite for the realization of
principles of the Decent Work Agenda. For the dqu#atners it means transition from a passive
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compensatory social policy towards labour forceattive investment strategy of development
which provides coordinated investments into modenon of workplaces and improving
quality of labour, creates innovative type of enyph@nt and ensures balance of interests of
employers and workers.

Wages’ adjustment has been realized by the useetiiads that were new for Russia —
wage arrears, high share of a shadow componentainings, demonetization of wages,
flexibility of employment forms, working hours amebrk organization.. The real wages during
the crisis periods (1992, 1994, 1998) reduced $hargomparison with the pre-crisis periods —
by 20-30 %. At insignificant reduction of the gesleemployment was accompanied by an
essential reduction of duratiai working hours, by wage arrears and increased share of forced
part-time workers. Wage’ increase during the pewabadconomic growth considerably outrun
labour productivity growth, and it took place isiguation when there was a stable number of the
employed, stable working hours and. At the same titme share of workers, employed at large
and medium-size enterprises, and the share otipsetworkers has been decreased.

Such model of labour market adjustment impliedingtg of a considerable number of
workplaces irrespective of their productivity. Rmestion of unproductive workplaces was
supported also by low level of a payment. Combarmatf these two factors promoted growth of
the working poor number, and in general formed ecsjg course of the adaptation of socio-
labour relations to new conditions. Unlike the slaal "European” approach that implies priority
of salary over employment, in Russia created a inafda@iority of employment over wages.

The named dependences testify that the realizafitime Decent Work Agenda in Russia
will have to be adjusted to the specific countigomditions and will require specific approaches.

Sustainable social and economic development iseléby a balance between wages
and labour productivity. According to the Russian Statistics Agency (Raiystgrowth of
wages in Russia essentially lags behind labourymtddty growth, i.e. is superfluous and cost-
plus for employers. In particular, in 2002-2005|asas have grown by 65 %, and labour
productivity — by 20 %, in January-March, 2007 - by.5 % and 7.8 %, accordingly. The
reason of such growth is in the most favorable evprice conjuncture on raw materials exported
by Russia. It allows increasing salaries withoueqdate growth of labour productivity.
Outrunning growth of salaries in the Russian econontomparison with gross national product
growth, according to analysts, is still possible dofew more, however further it will inevitably
stop due to natural macroeconomic restrictions.eDdpnce between growth of salaries and
gross national product growth will be much striagtecomparison with that was observed in the
Russian economy in the past. In any case, it isiplesto ascertain, that the problem is not in
excessively fast growth of salaries, but in anfiiciently fast growth of labour productivity.

At the same time, calculations for the med-termigoe(according to the All-Russia
centre of Living Standard), for the period of 198105 show, that labour productivity growth
essentially outrun the growth of average wageshencountry. For example, for the whole
economy labour productivity in 2005 was about 102&¥#d monthly average real wages was
79% from the level of 1990. For industry these esponding indicators were 125 and 95%, for
retail trade - 178 and 76%, accordingly.

It should be noted that when applied to brachesrehation between labour productivity
and real labour costs look differen?.In 1989-1997 in the industry real hourly laboustsoas a
whole changed synchronously with productivity peuh (growth in 1990, decrease in 1991-

20 See, e.g.: Wages in Russia: economy and diffetoni/under the editorship of V.E.Gimpelson,
R.l.KapeljushnikovM: Pub. Hous&'V BIIID, 2007. P. 41-42
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1994, growth in 1995-1997), but with much greatepbtude of fluctuations. In 1998-2006
dynamics of hour productivity and labour costs tetarto differ more essentially. Labour
productivity continued to grow steadily in indusffgnly in 1998 the growth suspension was
observed) while real labour costs per hour conalilgrdecreased in 1998-1999 and 2004-2005
In the first case it was a result of the 1998riial crisis which led to a sharp real wage drop;
in the second case it was a result of the explogiqmices on main articles of the Russian export
that provoked sharp increase of a price index oflpetion in industry and, thus, considerably
cheapened labour from the point of view of the garises. In 2005 the situation was aggravated
by essential decrease of deductions on socialanseras a result of reduction of the uniform
social tax rate.

Results of modern studies of wages - productiatgtronship in Russia essentially differ
because of distinctions in data used (i.e. survegedods of time, branches, wage and
productivity assessment techniques, etc.) Thathyg i would be appropriate to carry out a
large-scale representative review of labour pradiigt Such review would allow to identify
reserves of labour productivity and wages increadech is particularly important in view of
Russia’ new policy (since 2008) aimed at simultarsegrowth of wages, productivity, and
employment effectiveness.

Estimating inter-dependenoé the wage and working hoursit is necessary to note first
of all that in Russia, according to experts’ opmithe income effect exceeds substitution effect.
That means that on the average individuals with lhmwur earnings work more hours, and the
higher hour earnings the shorter working hours. Buthis effect distinctions in differentiation
of hour and monthly earnings can be levelled out.

Duration of actualworking hours can essentially vary depending on a type of
employment and typef a labour contract For example, average normal (or usual) duration o
working week of hired workers is 5.5 hours morentb&non-hired (self-employed) workers.

In the market economy the dependence eafnings on professional/qualification
characteristics of a worker, on itmiman capital becomes more visible. Highly developed
human capital creates opportunities for workergeas to decent workplaces. In a transition
economy earnings depend on how much knowledge kifid sf a worker match the market
demand; return from working experience receivedeannuanned economy falls, and returns
from actual knowledge grow. Accordingly, there reafer demand forocational training that
provides reliable protection againsinemployment and poverty. Demand for extended
education and flexible forms of training increasegluding in-house training because they
provide essential additional earnings and allowrowmg quality of life, which is fully in line
with the concept of Decent work.

At the same time, increase of deficiency of quadiflabour on the Russian labour market
leads to competitionf wages drain-away of workers from other enterprises arghnisations.
It, in turn, leads to a high labour turnover anevéo motivation in investing both into the
general, and into the specific human capital, &uilices on-the-job training opportunities. In the
given conditions trade unions increase pressura gpgployers to make them invest more both
in in-house training of workers, and in the development of nationalcadional system as a
whole.

Modern qualitative transformations of economy andowvative nature of social and
economic development increase demand for mobildkfoare. Readiness to change a job, type
of employment and trade makes workers for adaptébla quickly changing environment.
Professional mobility expands opportunities of a worker on the labourketaand provides
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higher earnings if his/her skills match labour market demand. Aé tsame time, in today’'s
Russia labour mobility has not yet become a fadecreasinggender segregationwhich
remains the main reason of lower earnings of wonmercomparison with menBesides,
compelled change of profession without adequateireétg and educations may reduce job
quality life. Therefore the realization of the cept of Decent Work implies overcoming of
discrimination and segregation, and also improvenoérihe system of vocational counseling,
retraining and rehabilitation of workers who hawehange their jobs.

From the decent work perspective it is importamdte interrelation betweemages and
working conditions: a system of compensations for work in dangerausharmful conditions
that exists in Russia retains the high share ofkersr employed in dangerous and harmful
working conditions and getting higher wages. Thesd causes concern of social partners.

Thus,wageis one of the basic factors determining achievenoéiecent Work goals
and influencing the social and labour situatiorthe country as a whole. Besides the above-
stated interrelations and interdependence faciaage trends during the period under review in
Russia also affected such phenomena, as:

* Overemployment, secondary employment, additionglleyment of able-bodied
population;

* Employment in hard and harmful conditions at loviieagnt workplaces;

» Employment in the informal sector of economy;

» Poverty of the working population;

* Spread of child labour;

» Employment of old-age persons, etc.

These forms of employment, in turn, promoted lovelef average wages in Russia.

Creation ofdecent working conditions for workerswith family responsibilities is
directly connected with such measures as socidégtion of the most vulnerable categories of
the population (pregnant women, women with chilgdengle parents, workers who are the only
employed members in their families); ensuring fhiwork opportunities for these workers (for
example, incomplete working hours, distant emplaynatc.).

However today many workers are faced with a situatvhen social protection policy
and regulation ofvorking conditions at their enterprises does not take into accownh#eds of
workers with family responsibilities. Normally enpeises provide only benefits stipulated by the
law, and even these benefits are often not providieel to the inadequate enforcement of
legislation in this sphere in Russia.

On the other hand, as some experts note, introguadadlitional benefits and privileges
for workers with family responsibilities may lowtreir competitiveness on the labour market
since the implementation of such measure may ihiglr costs for employers.

Scale and forms ofhild labour essentially depend on income status of famili@sao
demand for general and vocational training in a@etgcon traditions concerning education and
bringing-up children. Providing decent (in terms mdyment, conditions, work schedule,
working hours, intensity, etc.) workplaces to the able-bodiedylation and the developmeuit
system of supportfor families with children create a solid basis the eradication of child
labour. The availability of decent workplaces ingh types of employment which are accessible
for youth who do not have profession and skillg tievelopment of flexible employment and
distant jobs as well as maintaining the systenoofad guarantees allows young people to get the
legal income in the forms which do not impede thellucation processsocial support of
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children in difficult life situation — orphans, d¢thien from difficult and low-income families,
homeless children, etc., would allow to prevent wagst forms of child labour and facilitate
social rehabilitation of such children.

Forced labour that mostly involves migrants and socially vuli®eagroups of the
population, can be reduced by improvimigration policy, toughening of labour and criminal
legislation concerning employers using forced labour. Subistagécrease of forced labour can
be achieved through the creation of sufficient namif accessible decent workplaces.

Among above-listed elements special value in thaleno society belongs to social
protection of workers and smocial dialogue Social dialogue promotes the settlement of desput
arising between workers and employers concermiages, duration of working hours, safe
working conditions, social support of workers etc. According to the results of our analysis
and opinions of social partners, development ofasadialogue contributes, in particular: to
perfection of is standard-legislative base of séabmur relations; to the creation of effective
workplaces with decent wages and safe working ¢mmdi; to the development of the state
(national) system of vocational counselling of yoahd adult population; to the improvement of
the OSH situation, decrease of mortality rate duedcupational injuries and diseases; to the
formation of modern and effective system of oblggtsocial insurance of working citizens on
the basis of insurance principles, creation of d@wmwk for the development of voluntary
insurance.

Decent work unites aspirations both of the wholeiety and of the social partners.
Interrelations between various elements of workounditions and employment create an
opportunity to realize principles of decent workprractice.

Overview of experts’ (partners of tripartite dialogue) positions

In the course of the report preparation workingstdtations were organized with the
partners of social dialogue, representing the seatgloyers and trade unions. Taking part in the
consultations were Mr. Alexandre Safonov, DoctorEmlonomic Science, professor, deputy
minister of the Ministry of Health and Social Demgient of the Russian Federation; Ms.
Natalya ZharovaChief of Department of the Ministry of Health andc&d Development of the
Russian Federation, Mr. Fyodor Prokopov, DoctorEcbnomic Science, professdigad of
Department of the Russian Union of Industrialistsl &ntrepreneurs and Ms. Galina Strela,
adviser of the Federation of Independent Trade uhaf Russia.

During consultations experts discussed most reteiganes related to the realization of
the Decent Work Agenda in Russia. They also fiited questionnaire, developed on the basis of
investigations in this sphere and containing closed open questions, as well as some possible
solutions that were offered for consideration.

Among the problems discussed were the status inogment / labour contracts, labour
remuneration trends, working hours and work orgation, work rhythm and pressure at work,
occupational safety and health, availability ofirtiag, social protection of workers, social
dialogue and participation of workers in it, mainitag balance of work and private life,
eradication of child and forced labour.

Positions of experts are briefly (due to the repardlume limitations) presented below.

1. All experts described the countrgacial policyin general as weak and requiring perfection.
Ms. Galina Strela noted, that the social policy et of separate measures and actions which are
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not related to each other and therefore cannoysiersized. To improve social policy a number
of measures were recommended, in particular:
* use of economic methods to motivate employersatoycout effective social
policy;
» creation of social workplaces for invalids;
* radical measures to eliminate a mismatch betweenetlucation and training
system and the labour market demand;
* return to insurance principles of support of themployed, etc.

2. All experts consider theocial dialogueprocess to be effective in terms of employment
conditions improvement. According to Ms. Galinae®r there is a visible progress in the right
direction. A broader representation employers gcslized professional associations can further
improve social dialogue.

Experts namechegotiationsas an effective tool to maintain the achievemdnsazial
consent.

The work of the Russian Tripartite Commission faggRlation of Social and Labour
Relations, where all the parties of social dialogue represented, is evaluated by the experts as
“good” and “satisfactory”.

The fulfillment of the General Agreement for theripd 2005-2007 is differently
assessed by different experts: from 20-25% to 76&waore.

3. The issue ofoncluding labour contracton non-standard forms of employment was ranked
as pending; experts noted that it needs to be deresi and resolved in the near future.

According to trade unions it is necessary: 1) teat# new legislation concerning, for
example, contract and agency labour; 2) to streamgthe enforcement of the existing legislation;

3) to ensure more energetic actions by other martie social partnership: the state and
employers.

4. Experts have common opinion regardiagour remuneration and the need to establish
uniform minimum state guarantees for all subjeatsrkers). However, they propose to discuss
issues of various additional payments and beneifttsdifferent levels (branch, territory,

enterprise).

Opinions greatly vary on the minimum wage rate esdr. Fyodor Prokopov believes
that it should be established at the rate of 100f%he subsistence minimum of able-bodied
population. Ms. Galina Strela. notes that differeptions are possible, except establishing
minimum wage rate at a fixed level. Mr. Natalya @ha believes that the minimum wage rate
should be at the fixed level. However all specialimite in opinion, that the minimum wage rate
should include only the base wage rate. Thus, tinéemam wage question remains a subject for
further discussions.

5. Working hoursand the issue of its flexible working time expettsnot consider as relevant at
present time in Russia. The social partners hagautfanimous consent on this question. This
sphere of labour relations, according to expestfjliy regulated by the labour legislation of the
Russian Federation. Experts consider the problepoof level oforganisation of workat the
enterprises as more topical. They find this issuwstnmportant for further development and
modernization within the framework of the DecentM/Agenda realisation.
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Experts also highlighted as timely the problengodwing intensity and stress at wark
especially for particular categories of personiMd. Galina Strela recommends the Ministry of
Health and Social Development of the Russian Fé&deraio revive the professional -
qualification standardization system.

6. Representatives of trade unions and employdtisatly assess the activity of tHeussian
Labour Inspection Trade unions call for a serious analysis of thire legislation base for the
Labour Inspection, and employers mention the necgds reduce corruption in this system. As
a whole the situation in the field @forking conditions and labour protections assessed as
critical and requiring urgent attention.

7. The problem oprovision of in-house trainingwas differently assessed by the experts. Ms.
Natalya Zharova and Ms. Galina Strela consider thatproblem is relevant and urgent. Mr.
Fyodor Prokopov believes that this problem for eamporary Russia as a whole is irrelevant, as
it is normally regulated at companies’ level. Expenade two recommendations to improve in-
house training, namely: adaptation of knowledggaafng specialists to the particular enterprise
requirements and training specialists of uniqudifications for whom there is limited demand
on the market.

8. The experts’ estimations of the conditions adapsability of the social protection system are
the opposite for quite obvious reasons. Trade wnimrte the absence of reaction to negative
tendencies in labour relations, while employersl| dhis reaction insufficient, and the
representatives of the government think that tleetren is timely and adequate. Ms. Galina
Strela notes that in the sphere of social pratactrade unions have put forward a series of
demands but the results of their own work do noklsatisfactory for trade unions themselves.

The experts characterized the effectiveness of sthaal protection system in the
following spheres: informal relations regulatiortta labour market, regulation of incomes level
and provision of pensions, employment of familieghwchildren and child employment,
availability of public health services.

National projectshave considerably improved social policy in teraisperfection of
public health services, education, etc. These pit®jare regularly reviewed at sessions of the
tripartite commissions, and the public control pree already gives certain effect. However,
experts note the lack of coordination betweenrdferms of public health services and the
income policy and reforms in systems of insurama social protection of the population.

Characterizing position of families with childrenthe labour market, the representative
of the Federation of Independent Trade Unions wéd considers it catastrophic, and notes
that this problem is the object of attention maiofyscience and trade unions.

Existing social policy, according to experts, isajor factor ofchild employmentSocial
protection systems are known only to assist andmsériously contribute to family income. Ms.
Galina Strela commented that “the reduction ofrtheimum employment age is a shame on our
country®.

The social problem ofged people carein connection with the population ageing
process is also ranked urgent and deserving cenagion in the immediate perspective.

9. Child and forced labouris considered by representatives of social pastasran extremely

negative phenomenon certainly demanding attentiom fthe state and a society. The problem
solution at the state level is impeded by the atser reliable statistics estimating scales of this
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phenomenon. Nevertheless they note, that the gveblems were actively considered during
formation of the labour legislation at times of magage arrears and were submitted for the
consideration of the State Duma committees. Asessfal examples of overcoming child and

forced labour experts name: liquidation of wageeas, strengthening of control over

employment of children.

Recommendationson the development of socio-labour relations in @ordance with the
principles of the Decent Work Agenda in Russia

Based on the analysis of statistical data, relatstrips in this sphere, estimations by
experts and opinions of social partners on the plains mentioned in the terms of reference of
the project, the following recommendations aimedthé development of socio-labour relations
in Russia in accordance with the principles of thBecent Work Agenda, have been
formulated

» We consider Decent Work as the most developed tdreocio-labour relations and the
development of a National Decent Work Programmddothe most urgent task in
today’s Russia

1. According to the tasks of the theme «Statusniployment / labour contracts», the most
acute problems in employment sphere is effectiveeld@ment and use of human resources,
aimed at the satisfaction of economic and sociarésts of each worker, and of the economy
and society as a whole.

To create the foundation for the realization of tleeent employment conditions on the
Russian labour market, energetic efforts are requin the following directions:

» To consider state policy aimed at the employmenppst and labour market
development as one of the national priorities i fibld of employment the, taking into
account the retention of guarantees and obsenarnterests of workers and employers
and their associations. For this purpose it is s&mg to ensure the implementation of
measures aimed at providing decent working conastiand employment, included into
the General Agreement between the Russian assosatif trade unions, the Russian
associations of employers and the Government dRtrssian Federation for 2008-2010.

= To continue improving the quality of the active dalb policy programmes, in particular,
on development of self-employment and entreprehgursinnovative forms of
employment, aimed at achieving balance betweenethployment policy and social
guarantees in this sphere.

= Because of the regional differentiation of laboasaurces distribution in Russia and
owing to the new distribution of powers betweenftéaeral and regional authorities, it is
necessary to restore the national employment serlis current absence essentially
limits the opportunities of making the choice betwetypes of employment in
accordance with professional skills and needswebiker.

= |t is necessary to make some additions to the LaGode of the Russian Federation and
other laws aimed at the reduction of illegal anddsiw employment, wages legalization,
etc. in conformity with the legal conditions of &ihds of employment on the basis of
excessively socialized labour contracts.
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= To carry out regular monitoring and research ofleaties in employment on the Russian
labour market, including the analysis of its mostita problems and the situation of
different occupational and age groups of workers.

Due to the development of the various new formeraployment on the Russian labour
market, it is necessary to continue improving tpprapriate legal base in the social and labour
spheres, e.g. including into the Labour Code of Fhessian Federation additions reflecting
current employment conditions and the existenageof forms of employment. For example,

= As regards innovative forms of employment and aresmponding determination of
employment status, it is necessary to accelerateuslsions and social dialogue on
agency labour and distant work. The above is nacgs® make these forms of
employment legal and included into the state stedilsreports and into the system of
labour market indicators, and, finally, to be addexl in the National Programme of
Decent Work.

» |tis necessary to adapt and use the Special Mamulgistant Work which is applied by
the number of European countries, and to includ#atthe Labour force surveys carried
out by the Rosstat. (The module includes key iridisathat allow to identify distant
workers, and additional indicators which allow twestigate various types and features
of the distant work). It is also necessary to adthe indicators into sample surveys
carried out among employers in accordance withntbrens of European Commission’s
Programme on Technologies of Information Societyicerning various kinds of distant
employment.

One of the vital necessities in the modern Russlaliour mobility that can bring benefits
to workers and provide conditions for the developtad dynamic and effective employment, as
well as economic and social development of the tguas a whole. Thus, several measures are
required for increasing labour mobility on the Rasdabour market.

= To carry out statistical reports and scientific lgsig on labour mobility and duration of
labour contracts for identifying the least reseattiproblems in the sphere of mobility
and employment, and for understanding the behdvwweghanisms, institutional norms,
interaction of parties of labour relations that t@ad to both positive and negative results
for the economy.

= To further improve the national legal and normatbhease, international and bilateral
mechanisms aimed at the regulation of labour ntgbfinternal and external) and the
prevention of infringements in the employment spher

2. Wages
Statistical data collection

Current statistical data and reports do not afdweceiving sufficient information
concerning wages. Experts consider one of the mablems the lack or absence of data on
small enterprises which are today actively develgpin particular, it should be noted that the
absence of data concerning small enterprises teatie underestimation of data on wage arrears
and shadow wages. As a result some problems arersiated at the government level and
completely or partly excluded from political progranes and measures.

211 Nikolaeva D. Rostrud is going to carry out a censumong small enterprises (in Russian). Kommersant,
21.01.2008.
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Wage legalization

One of the methods that are suggested for turnimge® out of shadow in Russia is the
reduction of taxes on employers (e.g. the reductbrthe rate of uniform social tax on
remuneration fund). But, as the ILO experts notagevlegalization is impossible without the
legalization of the other spheres of the econontyus] besides tax reduction, control over
financial discipline is needed.

An important factor for the wage legalization istmation not only from the employers’
side, but among workers as well. Every worker sthawhderstand the importance of paying
social taxes and of receiving an official incomedday basic state social guarantees (minimum
wage rate, unemployment benefits, pensions) ardawoand do not protect against different
shocks (there is no an indexation mechanism, aig.td inflation; and there are still wage
arrears). Therefore workers sometimes prefer teivecshadow incomes, disregarding payments
to social funds, which they may need only in theglderm perspective?

Minimum wage rate regulation

The Government has initiated the process of inargale minimum wage rate. However
along with the positive aspects of the acceleratetease of the minimum wage rate and its
levelling with the living wage (first of all, theeduction of poverty level among population),
which is the current priority for trade unions, rin@s a risk of negative consequences (e.g.,
increase of unemployment, especially among the mgserable groups, inflation growth and
the deficiency of regional budgets). Therefores itaquired to raise the standard of living among
working population not only by the increase of themimum wage rate, but also by regulating
other labour conditions and factors of inter-regicend inter-branch distinctions which bring the
most essential contribution to wage differentiati@esides, it is better to bind the minimum
wage rate not to living wage, but to the averaggeyand to differentiate it not only by regions,
but also by branches and economic activities.

Reduction of wage inequality and poverty

Trade unions in the Russian Federation advocatease of wages (first of all, through
the increase of minimum wage up to the living wag®e)he basic means of reduction of wage
inequality and poverty. In the latter case the fpasiinfluence of wages on incomes is
supplemented by the increase of labour motivatiooreg workers. However while developing
political measures in this sphere it is necessagphsider a number of factors.

According to experts, further growth of wages insBa can even more aggravate the
problem of wage inequality, because currently nebgiconomic growth benefits are distributed
to the wealthiest groups of population and nobte paid workers. Besides, there is a danger of
fixing and conservation of the lag between wagesand productivity growth (especially for
some branches of the economy) and redistributiomegfes to the shadow part.

That’s why the main emphasis in the process of gg\wsnd inequality reduction should
be put on the creation of effective workplaces poilg competitive goods and services, on the
liquidation of “inflation trap” (the extraction ahcomes below subsistence minimum per one
family/ household member out of taxation), etc.t{lf@®minimum wage rate increase alone would
not be sufficient.

212 Working Towards a Poverty Eradication StrategyRimssia: Analysis and Recommendations. Moscow, ILO,
2001.
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Taking into account that the greatest contributmmwage inequality in Russia is brought
by the regional and branch factors, measures wétsiral policy are needed. First of all, it means
the need to develop and maintain conditions forttegral and professional mobility because
segmentation and segregation of the Russian laboarket strengthens wage inequality
essentially. In our opinion, redistribution of lalvsavould help solving this problem, although it
will demand comprehensive investments in realiratibconstruction and housing programmes,
restoration of the system of vocational trainirtg, e

Concerning industry branch policy, the necessarasue is to diversify economic
growth, which means not only the abandoning ofnd gas orientation of economy, but also the
development of small and medium business.

Besides, one of the sources of wage inequalityessystem of employment protection
(first of all, for several categories of workerBpssible softening of requirements in the field of
employment protection could facilitate redistriloutiof labour resources between enterprises,
branches and regions, and also to expand oppaesirat employment for some categories of
workers through lowering costs of their hiring ahsimissal for employers.

3. Working time

The analysis of data on working hours shows, that \ital issue in this sphere is
improvement of quality and reliability of informati and data on the actual duration of working
time, especially at small and medium enterprisethénprivate sector. The average duration of
working hours grows in this sector at advancingesain comparison with other sectors.
Therefore it is necessary to strengthen controlr akle observance of the labour legislation
norms concerning working hours duration, espec@algrtime work.

It also should be noted that, despite the existendegislative norms concerning flexible
working hours, the corresponding statistical dataat sufficient and it is practically impossible
to monitor the situation in this sphere. Therefibris recommended to add some indicators on
various kinds and type of working time and workinegs into the system of statistical reports
and registers.

According to the results of the survey carried amtong representatives of social
partners, up to now the problem of changing themabystandard) duration of working hours (its
increase or reduction) has not been considered.pfdtdem of work during «unsocial hours»
has not yet been discussed. At the same time ttessigy of such consideration and discussion
is rather pending in view of the Decent Work Agand

4. Stress at work

Overstrain due to industrial stresses, overtimekywemotional load, increased level of
responsibility concerns many workers, especiallgiae officials, managers and specialists.
According to the survey results, every fourth Raissexperiences high tension and stress at
work. That is why the problem of indentifying fargocausing the increase of stress is rather
acute in Russia.

One of the examples that shows the increase of warksure is that many workers in
Russia work while being ill, trying not to lose thearnings and not to miss opportunities for
career growth. It can cause direct damage to wsrkeralth and should become an object of
attention for experts, trade unions, physiologistd the society as a whole.
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It is also necessary for employers to seriouslysmter a policy aimed at the maintenance
of balance between work and private life of theorkers. Working out of such policy should
become a component of intrafirm personnel polittyrecommended to ensure the participation
of the Russian Union of Employers and Entreprenigutisis process.

5. Occupational safety and health

One of the key issues at the enterprise level mumational safety and health. The
necessity of the improved working conditions andpgr accident compensation has become
increasingly significant. It is necessary to depeland accept a set of measures aimed at
indentifying factors causing and fixing adverse kiwog conditions on the workplace, and at the
prevention of occupational diseases, injuries andupational accidents. Therefore, in our
opinion, it is important to take into consideratidhe following factors and available
possibilities:

= Existing OSH indicators of official statistics dotrreflect the actual situation, as they do
not include data concerning small and medium ent&g, and the informal economy.
Therefore the objective is to modernize the systérstatistical reports on occupational
diseases, traumatism and occupational accidents.

= Because of the growing share of workers employedaimmful and dangerous working
conditions, it is necessary to essentially stremgtthe state and public control over the
observance of the labour legislation concerningtheand safety and to use economic
methods to improve working conditions and maintanupational health and safety.

» Low awareness of employers is one of the obstaclpsomoting ILO’s OSH approaches
in Russia. Therefore it is necessary to continuaramess work on among all participants
of labour relations, particularly on those economasts that are born by the society
owing to bad working conditions.

= An essential role in protecting health of workemapéoyed in harmful or dangerous
conditions and in preventing occupational disedsssngs to additional prophylactic
medical examination of workers and thorough meditspbections. These measures have
been included to the national programme "Healtht, iis important to create necessary
conditions for its realization.

=  Amendments to tax laws and regulations on insuragegnst occupational accidents are
also required. They should ensure stronger empoyeotivation in carrying out
programmes and measures in the sphere of occupbsiafety and health.

» |t is necessary to promote experience sharing ernrdhlization of the corporate social
programmes directed on maintenance of health owtikplace, including prevention of
socially significant diseases and vaccination ofk&cs from virus infectious diseases.

= One of the urgent problems in Russia is the prakctidroduction of OSH management
systems at enterprises based on the new GOST 1¢h fullly corresponds to ILO-OSH-
2001 Guidelines. This measure will contribute todermising the OSH management
systems with a new focus on eliminating work plaaeards and the inclusion of workers
at enterprises in joint decision making. In otheoras, improvement of working
conditions has to be based on the cooperation keetwenployers and workers at the
enterprise — social partnership in OSH — which isracial part of a coherent and
sustainable OSH management system.
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6. Access to training

The system of measures on labour quality improveénmecludes the provision of
mechanisms of adaptation of vocational trainingteaysto the requirements of economy.
Working out methods of the economic motivation ohpdoyers’ in vocational training
development, in the organization of in-house varsti training can become an important tool
here. In is also required to empower employers thed associations in sphere of vocational
training and training policy development, in theatron of a national system of qualifications, in
the independent assessment of the quality of eidmcan the establishment of professional and
educational standards.

It is necessary to develop a system of continuaeatonal training that allows each
worker to pass professional retraining, involvinghis process with business and the state.

For fixing the achieved results and further advagdhe vocational training reform it is
necessary to develop public-private partnershipénfollowing directions:

» To build mutually advantageous partnership of amcation system and business: for this
purpose the educational institutions should agtigtlidy business professional demands
to universities’ graduates, promote direct contaaith employers, specify their
requirements for professional training and retragnprogrammes, organize practical
training for students to form professional skilfstle graduates, support the employment
of graduates, taking into account interests of oeteccompanies. Business, on its part,
should contact educational institutions and un#éertaneasures to promote the
achievement of their main goal — to satisfy theunements of citizens, the society and
the labour market in a high-quality up-to-date cadion.

= To develop a system of professional standards wRklobuld form a basis for the
improvement of vocational training and the creatidreducational standards taking into
account requirements to skill levels and the coemet by the trades indicated by
employers and the labour market.

= To create a new, modern national system of quatiios to maintain transparency,
comparability and a recognition of qualificationi§plomas and certificates on education
and training. For an employer it is essentially amgant, what knowledge and skills a
worker should obtain as a result of professiorahing. Workers, in turn, should have a
possibility and motivation to raise the professiolexel and to confirm their changed
gualification.

= To admit both public and private companies as emfiers of professional educational
institutions of initial, average and higher edueatiThe state can remain as the main
founder, preventing those institutions from reshgpifor other activity. However
participation of business in educational institnawill allow to understand real value of
concrete educational institutions for employers, etasure effective participation of
business in the education management, to attradi@thl resources to expand the direct
participation of business representatives in thacational process and examination
boards of educational institutions.

= To make development of intra-corporate systemsamfiing and a professional training,

creation by the enterprises of base chairs in hsghools, corporate universities
economically viable companies should be exemjrtad taxes.
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= To create conditions for the development of so@édljcational and other related credits
as tools to increase the availability of a quaditiucation for capable youth. To continue,
together with the educational institutions, theeskpent on working out a mechanism of
crediting for educational needs. To formulate psal® on the creation of a nation-wide
system of educational crediting, mechanisms ofigpesgulation of credit activity in this
area and of their legislative registration.

» To create public and independent system of ratfqyafessional education institutions,
first of all high schools and universities, withetlactive participation of business and
expert community.

= To promote structural reorganization of primary asecondary vocational school,
creation of the multilevel educational institutionsiting primary and secondary
vocational training, and also the resource educatiocenters.

Expenses of enterprises related to the improvewfemtofessional skill of employees, to
preparation and retraining both regular and paaéngimployees should be registered as
production and service costs. Thus it suggestdddimg into enterprise expenses on education
not only the cost of training, but also expensamected with investments in material base of
educational institutions, retraining of teachers #tis necessary to treat corporate systems of a
professional training not as a part of commercaivdy of the companies and, accordingly, to
exempt these expenses from the profit tax.

These measures require better cooperation betwaplogers and the establishment of
vocational training entities which have the staterse, on target education of students,
including work practice.

7. Social protection

7.1. A problem in the Russian modern so@gbtem of benefitsis a huge and constantly

increasing network of grants, benefits and othesilpges. The state must provide financing for
the system of benefits expressed in money termghignconnection, in our opinion, the most
effective method of their "regulation” will be noily to increase the size of benefits (although it
Is also necessary to meet the realities and incaméke economy of Russia), but also to
consider a balance between the cost of benefitstiaid efficiency. As applied to the labour

market, this would mean:

» |ndexation of the unemployment benefit to motividiie unemployed not only to register
for the grant and the status of the "eternal” urleygu, but to expand his/her
possibilities on the labour market, motivating thewrcialize in the society, to offer
opportunities for self-realization etc. through igas sorts of the programmes of
adaptation to the labour market, through the aseaind maintenance of innovative
forms of employment in the country. These measaresespecially relevant for risk
groups: women with children and disabled.

= Indexation of the disability pension so that to ivate the disabled able-bodied to leave
the position of an invalid, and realize themselmeshe labour market. This problem will
require certain time, but it should be solved gedigu first of all, through strengthening
of rehabilitation programs and through redistribntiof financial flows on concrete
budget lines.

131



7.2. In Russia the statistical account of all dogalicy indicators, especially regarding

quantitative estimations of social payments, nergder tracing the dynamics of changes in this
area is extremely important. It is necessary dlsat, indicators of various statistical bodies on
financing of social expenses were comparable (id&lt It first of all concerns statistics on a

occupational accident mortality.

7.3. To estimate efficiency of the Russian systémmogial benefits, additional researches which
will allow answering following questions are necays is the Russian system of benefits
generous from the point of view of access to it end efficiency and fairness? This problem
concerns also systems of the unemployment ben#fésanalysis of which would allow finding
out:
= Whether the unemployment benefit stimulates jolbcdea
=  Whether it increases duration of unemployment ocds the worker to leave the labour
market in general
=  Whether the programme of unemployment benefits gkes unemployment and what is
its effect on unemployment and employment

This problem concerns also the system of familyiaddzenefits, the analysis of which
would allow finding out how growth of social bertsfinfluences changes in employment among
family workers.

8. Social Dialogue

In order to realize the Decent Work principles insBia the role oocial dialoguemust
be strengthened with further development of reguiabf industrial relations through collective
bargaining and agreements, mechanisms and ingtitutof social partnership as the most
efficient form of combining interests of employensd employees. The basic steps in this sphere
should be the following:

= Enhancing the role of social partnership in thecpss of development and realization of
socio-economic policy corresponding to the stafuRussia as a social state, which fully
coincides with the principles of the Decent Workefida;

» Realization of the employees’ right to participatehe management of enterprises, that
means securing their participation in working olang of socio-economic development
of enterprises and introducing the correspondingsanto the Labour Code;

= Improvement of the social oriented legislative bas protection of employees’ rights
and interests;

= Enhancing the quality and effectiveness of colectigreements and strengthening the
responsibility of all partners for its fulfillment;

= Strengthening the institutional framework of em@i®) representatives at the federal,
district and regional level, aiming at their moretige participation in outlining and
realization of decent labour policy;

= Ensuring comprehensive monitoring and exchangafofmation concerning situation in

the labour sphere for the unbiased estimation lmdua demand and supply and for the
improvement of efficiency of the targeted laboulipg
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= Developing partnership of the Russian Union of Eogets and Entrepreneurs and the
Ministry of Education and Science to secure theelynadjustment of education system to
the changing labour market requirements;

= Supporting the development of democratic norms pndciples of social dialogue
among authorities, business and workers aimingobting the most acute problems
(poverty reduction, the worst forms of child laband forced labour, creating decent
jobs, etc.).

9. Work and family

According to experts’ opinion, the improvement asrking conditions for workers with
family responsibilities is restricted not by therremt legislation, but by its inadequate
implementation by employers. Therefore it is neags$o introduce such measures that would
not only oblige employers to grant benefits or pagis but would also stimulate them to do it.
These expenditures have a long-term positive efiettonly for workers and society, but for
employers, because a worker who can reconcile watk family responsibilities is more
efficient, loyal and cooperative.

In our opinion, further development of social resgibility of employers and business in
Russia should lead to the expansion of social giees to employees, including different
benefits and privileges to workers with family respibilities (e.g., flexible working hours,
opportunities of telework, reducing long weekly antsocial working hours, etc.). It requires a
social dialogue between the state, employers ale tanions.

The main role of the government should be the agwveéent and support of preschool
institutions. That would decrease the time spenivoynen on housework and allow them to
come out on the labour market, thus increasing l[famcome and decreasing poverty level
among families with children.

Expert$™® emphasize the need for a radical increase ofttite financing of preschool
institutions. This calls for a special-purpose oradil “Preschool education” programme. The
programme’s resources should be adequate to therces programmes addressing the main
national issues (poverty reduction, strengthenihgemder equality, socialization of children,
etc.). The development and adoption of the predchestitution programmes should be
delegated to the federal and regional authorities;programmes should be financed from the
federal and regional budgets and not by the mualitigs with their limited resources.

Trade unions and employers should provide for cambi working conditions and
employment (leaves, working hours, etc.) with fagmiésponsibilities — such measures can be
fixed in collective agreements and/ or throughappropriate managerial practices at the level of
enterprises.

10. Child and forced labour

To ensure the implementation of legislation dirdctg the prohibition of the use of
forced labour of minor workers, the laws shouldbavided:

213 project “Public control over the transformation thfe system of preschool institutions during thealo
government reform as an instrument of protectiggts of socially vulnerable categories of womerdlieed by the
Institute of Social and Gender Policy. In “Publiontrol on the transformation of the system of phest
institutions” (in Russian). Russia, 2007. http:Aderpolicy.ru/228.
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= Administrative responsibility and criminal punishme for officials breaking the law
provisions aimed at the eradiation of compulsoryn® of work;

= A more severe punishment for the use of compul$orgpns of work in relation to
juvenile minors;

= Deprivation of tax privileges and the participatiom the government tender for
employers noticed in the use of forced labour,

» Rendering of a free legal aid to persons involvedampulsory forms of work;

» Rendering of rehabilitation services and free legaisultations to persons involved in
forced labour;

= Creating a situation when parents, trustees andaaners would bear responsibility for
the use of children in compulsory labour for comeredrpurposes.

Besides, the laws limiting forced labour shouldvmle for the creation of special services
for inspection of workplaces, workings out of adagucomplaint procedures and carrying out
awareness campaigns in the society.

For the proper execution of the legislation on ginehibition of forced labour and worst
forms of work of minor youth it is necessary tont#y typical illegal cases of employment of
minors and to develop a programme of assistanteettagers occupied in illegal activity. The
realization of acts can help to revealing casesmwablving minors in illegal labour activity by
means of carrying out regular checks with the pigdtion non-governmental organizations
(NGO). When such cases are revealed, it is negessaorganize a thorough check of the
observance of the law in this area. Such checkslghme conducted by the inspection services
possessing the appropriate power.

Effective prevention of child labour depends on ttbalization of the appropriate social and
economic programmes. Employment services, tradeongni parental committees should
participate in the realization of these programmes.

Working out of programmes implies the creation ofresponding legal base which should
be aimed at the elimination of the social and eogn@onditions forcing teenagers to the labour
market. Such legislation should provide for thegéded social interventions, in order to
guarantee for educational and vocational trainipgootunities for children without families.

With a view of liquidation of the worst forms of itchlabour the national legislation should
make accurate definition of these forms of work aefine groups of minors who are most
vulnerable in the face of such activity.

Stimulation of "useful" kinds of labour activity ¢éenagers allows them to adapt for market
conditions. For the acceleration of labour adaptatf minors it is necessary to undertake a
number of measures at the state level.

In January, 2007 the Government of the RussianrBgde adopted the Agenda of the
Federal special-purpose programme «Children of iRustor 2007-2010. The programme
consists of several sections devoted to the mdstbkdirections of labour activity of minor
youth, including children, in particular:

= Improvement of a system of professional orientation graduates of comprehensive
schools, establishments of primary and secondagialized educational institutions;
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Perfection of system of temporary employment oflgitng youth in the basic directions
of employment (labour adaptation for receiving @aya and professional adaptation for
the purpose of acquisition of labour skills);

Perfection of a system of employment of the mineh® do not have families, and the
disabled children.

Efficient methods of regulation of labour relatiosisminor youth will allow to focus their
valuable labour orientation to "useful" work. Fdéretdecision of this problem the following
activities are necessary:

Existence of legislatively fixed principles of adty of establishments of comprehensive
education and the vocational training focused gnsachent to the demand of regional
labour markets;

Legislative fixing of tax privileges for employewtho are actively carrying out in-house
training of youth and supporting educational instdns in training of specialists and
securing their further employment;

Coordination of plans of preparation of specialittg educational institutions, in
cooperation with employment bodies;

Working out of state standards on vocational trgjnio meet the requirements of a
labour market.

For solving problems of the social infrastructureiding legalization of labour relations

of minor youth, in the Russian legislation it ixassary to consider:

Prohibition of the introduction of the third pagien contractual labour relations on
behalf of a minor worker;

Exclusion of cases of reception of wages of theomiwmorker by other persons;

Elaboration of additional measures on protectiorthef rights of minors in the field of
labour relations.
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