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Federal State-Financed Scientific Institution the Institute of Socio- Economic Development of Territories
of Russian Academy of Sciences (ISEDT RAS), which existed as Vologda Scientific Coordinating Center
of Central Economic and Mathematical Institute of RAS until March 2009, is situated on the territory of
the Vologda Oblast. V.A. Ilyin, Doctor of Economics, Professor, Honored Scientist of Russia, is the
permanent director of the Institute. A lot of great scientists have played an important role in the formation
and the development of ISEDT RAS as a scientific institution such as: academicians D.S. Lvov, V.L. Makarowv,
V.I. Mayevsky, A.D. Nekipelov, Y.S. Osipov. Everything that has been done before and is being done
nowadays by the personnel of the Institute, it would be impossible without the constant support of the
Vologda Oblast’s Government and city leaders.

The formation of the scientific personnel with an active life position, a great demand for Institute’s
investigation, academic community’s support of the new journal published by ISEDT RAS, which combined
efforts of the economic institutes of RAS in the Northwestern Federal District, and furthermore development
of international ties have become the main outcomes of the last years.

MAIN RESEARCH DIRECTIONS

Due to the Resolution Ne 96 by the Presidium of Russian Academy of Sciences dated from March,
312009 ISEDT RAS carries out investigations in the following fields:

« problems of economic growth, scientific basis of regional policy, sustainable development of ter-
ritories and municipalities, and transformations of socio-economic space;

« regional integration into global economic and political processes, problems of economic security
and competitiveness of territorial socio-economic systems;

 territorial characteristics of living standards and lifestyle, behavioral strategies and world view of
different groups of the Russian society;

+ development of regional socio-economic systems, implementation of new forms and methods
concerning territorial organization of society and economy, development of territories’ recreational
area;

* socio-economic problems regarding scientific and innovative transformation activities of territories;

« elaboration of society’s informatization problems, development of intellectual technologies in
information territorial systems, science and education.

INTERNATIONAL TIES AND PROJECTS

In order to integrate scientific activities of the Institute’s scholars into global research area, every year
international scientific conferences take place, which result in cooperation agreements.

Every year ISEDT RAS signs cooperation agreements with different scientific establishments:

2007 — Cooperation agreement is signed with Institute of Sociology, of the National Academy of Sci-
ences of Belarus , Center for sociological and marketing investigations at the “International Institute of
Humanities and Economics” (Belarus, 2008).

2008 — Protocol of intentions is signed with Alexander’s Institute at the Helsinki University (Finland,
2008).

2009 — Cooperation agreement is signed with Center for system analysis of strategic investigations of
NAS (Belarus, 2009).

2010 — Cooperation agreement is signed with Institute of Economics of the National Academy of
Sciences of Belarus (Minsk, 2010).

2011 — Cooperation agreements are signed with National Institute of Oriental languages and civiliza-
tions (Paris, 2011), Institute of Business Economy at Eszterhazy Karoly College (Hungary, 2011), Repub-
lican research and production unitary enterprise “Energy Institute of NAS” (Belarus, 2011). Protocol of
intentions are signed with Academy of Social Sciences in province Jiangxi (China, 2011), Research and



Development Center for evaluation and socio-economic development and the Science foundation of

Abruzzo region (Italy, 2011).

2012 — Cooperation agreement is signed with Center for social research at the Dortmund Technical
University (Germany, 2012).

2013 — Cooperation agreement is signed with Academy of Social Sciences in province Jiangxi (China,
2013).

July 2013 — The application for research performance by international consortium involving ISEDT
RAS within the 7th Framework Programme of European Community.
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FROM THE CHIEF EDITOR

Russia must go its own way

The title of this article is a concluding statement by Academi-
cian Dmitrii Semenovich L’vov, an outstanding Russian econo-
mist. It is taken from the work “Economic manifesto — the future
of the Russian economy” !, written at the end of 1999, when our
country was completing the first political cycle of post-Soviet
market transformations.

It was based on neo-liberal approaches to reforming the social

Vladimir Aleksandrovich system, economic and social life in Russia. These approaches were
ILYIN implemented through a shock therapy, on the recommendation
Doctor of Economics, ofthe “Washington consensus” and international financial institu-
Professor, Honoured tions, which see their priorities in the reduction of the regulatory
;Zf;gf;ozfthe Russian role of the state in the economy, accelerated privatization and
ISEDT RA,S Director primacy of financial tools.

By destroying effective management mechanisms in the short-
est possible time and failing to create new ones, the reformers led
the country to a severe economic crisis: the gross domestic product
of Russia in 1998 decreased by 44% compared to 1989. Engineer-
ing and agriculture were breaking down; science, education and
healthcare were deteriorating. The real incomes of the population
decreased twice; the demographic situation became unfavorable.

Academician D.S. L’vov was one of those Russian scientists,
who drew attention to the anti-popular content of liberal reforms
from their very beginning. Under the conditions showing various
signs of impending national disaster, he managed to show a large-
scale anti-humanistic character of the reforms and to substantiate
a scientific hypothesis of the ways to overcome the decline of the
Homeland and the main ways of its progressive development. He
wrote in “Economic manifesto...”: “Analyzing the flow of the
events, we will be able to realize what cannot be done, and what
has to be done in the future; so that the Russian society and its

illin@vscc.ac.ru

' ’vov D.S. Ekonomicheskii manifest — budushchee rossiiskoi ekonomiki [ Economic
Manifesto — the Future of Russia’s Economy]. Moscow: Ekonomika, 2000. 54 p. References
to this work are given hereinafter in this article within brackets.

Economic and social changes: facts, trends, forecast 3 (33) 2014 9
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Dmitrii Semenovich L'vov (February
2, 1930 - July 6, 2007) - RAS Academician.
He worked at the Institute of Economics of
the Academy of Sciences of the USSR
(1966-1972), Central Economics and
Mathematics Institute of the Russian
Academy of Sciences (since 1972, since
1991 - Deputy Director). In 2003-2007 he
was Head of the Economics Section at the
Social Sciences Department of RAS. The
main spheres of research of D.S. Lvov are
connected with the study of socio-economic
development and economic growth issues.

Dmitry Semenovich contributed a lot to
the establishment and development of
academic science in the Vologda Oblast. He
made a significant contribution to the
training of scientists at ISEDT RAS
and the creation of its material and
technnological base. He was Chairman of
the Organizational Committee of research-
to-practice conferences “Strategy and
tactics of implementation of economic
reforms” that took place in Vologda.

economy would begin to recover, and would,
finally, find a firm basis for their revival” (P. 3).

Unfortunately, socio-economic policy
carried out in Russia is still based on the
neo-liberal approach adopted in the first
political cycle. Some adjustments were
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introduced in this approach during the
second, third, fourth and one third of the
fifth political cycles (2000—2014); how-
ever, they did not lead to the creation of
an economy, the effectiveness of which
can be matched with that in developed and
developing countries. Furthermore, the
gap between Russia’s economy and that in
other countries increased in many respects.
The country managed to restore its GDP to
the level of 1990 only in 2012; and that was
achieved at the expense of the services sec-
tor, while industry and agriculture still did
not recover. The pace of economic develop-
ment in recent years has been falling (GDP
growth in 2011 was 4.3%, in 2012 — 3.4%
andin 2013 — 1.3%). Russia’s backwardness
in science and technology development
and in labor productivity is becoming more
pronounced.

And in this regard, at this stage of the
country’s development, we think it would
be very useful to consider Academician
D.S. L’vov’s vision of opportunities “that
will help Russia to rise from its knees, and
once again take a worthy place among the
leading countries of the world” that he
dwell upon in “Economic manifesto...” (p.
21), to assess the implementation of these
possibilities in the last years of market trans-
formations.

In “Economic manifesto...” D.S. L’vov
attaches special importance to the disclosure
of the essence and content of the doctrine,
which is the basis for his vision of the future
of Russian development.

He provides a concise description of the
history of the capitalist society. Capitalism,
asthe Academician underlines, has liberated
an individual, has relieved people from the

Economic and social changes: facts, trends, forecast



FROM THE CHIEF EDITOR

VA. Ilyin

“Neo-liberal slogans and political
appeals to build capitalism on the ruins of
the socialist system could not stir the energy
of the masses, direct it from destruction to
creativity. People’s conscience was deaf to
the call. And even then, in the first years
of perestroika, in the frenzy of a pseudo-
market euphoria one could see clear signs
of social fatigue and disappointment
of the society in the reform. A moral
component, which the reformers tried
hard to conceal, started to show itself
more clearly...Unfortunately, the ruling
elite failed to understand the fundamental
thesis - every authority does not have and
will never have the secret of building a fair
society on other bases than the beginnings
of spiritual and moral revival” (p. 8-9).

bondage of traditional relations, customs
and beliefs, and has endowed people with
a freedom of choice in the application of
their work and distribution of their income.
But man became a hostage of the industrial
system of his own creation, of huge mon-
sters of modern authorities and the media.
Capitalism has not eliminated the reasons
for a sharp stratification of society into rich
and poor; it has not created conditions for
revealing the spiritual potential of a person.
The idea of individual freedom for creativity,
production and spiritual elevation is reduced
by the capitalist system to the idea of indi-
vidual enrichment and even direct acquisi-
tiveness. The capitalist world is plagued by
contradictions more and more; it facilitates
social conflicts, regional clashes and local
wars (p. 11).

Economic and social changes: facts, trends, forecast
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According to unbiased experts, Russia is
currently dominated by the worst stage of
capitalism — oligarchic capitalism?. Under
the influence of foreign capital, which under
the guise of “free competition” has made
every effort to destroy Russia as its strate-
gic competitor, post-Soviet capitalism has
degenerated into a kind of comprador capi-
talism characterized by the growth of eco-
nomic currency dependence, enrichment of
the oligarchic minority and impoverishment
of the working majority, the sliding down to
a society of injustice and poverty.

Currently , the ratio of the income of the
richest 10% to the poorest 10%, which
reflects economic inequality in the country
(decile ratio), is 16 in Russia, while it is from
4 to 6 in EU countries, Southeast Asia and
Japan; the critical threshold value is 8—10.
The richest decile group in Russia has 31.9%
of the resources of all households, while
the poorest has 2.6%. In Russia, according
to the tax reporting (as of July 31, 2013),
there are 100 thousand dollar millionaires
and more than 100 billionaires, who made a
fortune mainly in trade, financial and other
services’. Why are the interests of individu-
als more important than the interests of the
country with the population of 140 mil-
lion? What will young people seek in such
a society?

Criticizing the weakness of modern capi-
talism, D.S. L’vov proves why the socialist
System created in the has been USSR col-
lapsed. The Academician states that it had

2 In this regard see the arguments presented by
S.S. Gubanov in the article “Neo-industrialization of Russia
and the poverty of'its sabotage critics” published in the current
issue of our Journal.

3 Rossii nuzhna drugaya model' razvitiya: sb. trudov
“Shkoly upravlyaemoi ekonomiki” [Russia Needs a Different
Model of Development: Proceedings of the “School of
Controlled Economy”], no.1. Ed. by P.P. Lobzunov. Moscow:
LENAND, 2014. Pp. 9293.
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nothing to offer but a collective austerity and
the preservation of commanding heights for
those few in power (p. 8).

The author of “Economic manifesto...”
concludes: “The road that leads Russia to
the future, has no return to the socialist
System. But it will not cross the path, where
it can be absorbed by the capitalist System.
In the global conflict between the System
and the life World of man Russia should
stand on the side of the latter” (p. 12).
The spirit of Western European ideology
enshrined in Protestant ethics — individual
chosenness to salvation — is not compatible
with the spiritual heritage of our people, its
desire to resolve core issues together, col-
lectively (p. 7).

Inthis regard, an extremely important fact
isthat the idea of development based on Rus-
sian identity is currently gaining official re-
cognition. It was publicily announced by
Russia’s President V.V. Putin®.

This idea was clearly manifested in the
fact that the majority of Russia’s population
had supported the accession of the Crimea
to Russia, and rejected the nationalist
actions of the current Ukrainian authorities
toward the Russian-speaking population in
its South-Eastern territories.

Relying on his conceptual doctrine,
Academician D.S. L’vov has outlined the
main provisions that must be implemented
for the future of Russia.

Has the Russian authorities made any
progress in the implementation of these
provisions?

Professor R.S. Dzarasov in his article
published in the Herald of the Russian
Academy of Sciences gives a most objective

4 Putin V.V. Speech at the Meeting of the Valdai

International Discussion Club on September 19, 2013.
Available at: http//www.kremlin.ru/19243.
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analysis of the solution to this issue on
the example of the modern condition of
science-and-technology and educational
potential’.

He writes: “In recent years the Russian
authorities began implementing a whole
range of reforms that challenge not only the
future modernization, but also the preser-
vation of educational and scientific level
inherited from the Soviet period. An impor-
tant position among the reforms is occupied
by the reform of school education, in par-
ticular, the introduction of the Unified State
Examination, reduction in the number of
universities and sharp reduction in teaching
staff. These reforms caused a profoundly

5 Dzarasov R.S. Ekonomika “nasazhdeniya otstalosti”
[The Economy of “Cultivation of Backwardness”]. Vestnik
Rossiiskoi akademii nauk [Herald of the Russian Academy of
Sciences], 2014, vol. 84, no.4.

“...We need to focus, first, on the
intensive formation of the basic layer of the
nation. This is the layer for which creativity
and creation are the prime norm of life,
and not only and not so much a means of
existence. In the true sense of the word -
these are the masters, who create scientific
school, transmit knowledge, training people
for new jobs; they are manufacturers of rare
products, who support and restore people’s
health; they are keepers of spiritual and
cultural values; they are workers, able to
create and build and not only to distribute
what was already accumulated... The whole
experience of the post-war development
confirms that the role of leaders in the
socio-economic competition was always
claimed by countries with the highest levels
of education, science, health and culture
and, of course, spirituality” (p. 21-22).

Economic and social changes: facts, trends, forecast
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VA. Ilyin

negative attitude of the public, but this did
not prevent the government from completing
the list of its ignominious initiatives with the
so-called “reform of the Russian Academy
of Sciences”.

The draft law elaborated by the RF Min-
istry of Education and Science became a
final step to the collapse of domestic science,
initiated by radical market reforms of the
early 1990s. In Russia in 1990—2007 the
number of personnel engaged in scientific
research and development reduced by
almost 60%?°.

At the same time, the concept of rent-
seeking behavior of Russian big business
motivated by the desire to derive profit from
the control over financial flows of the com-
panies is growing stronger. The source of
rent is found in the decline of the share of
wages of workers and salaries of managers
in the production costs, in the reduction
of investment, tax evasion, plundering of
amortization fund, and misappropriation
of loan resources. A comprador character
of Russian big business is evident in its off-
shoring. According to some experts, Russia
is the only country where 90% of large busi-
ness is registered in offshore zones, 80% of
transactions for the sale of Russian securities
is conducted through these jurisdictions’.

D.S. L’vov gives quantitative indicators
in price parameters that were in force at the
time, when “Economic manifesto...” was
written. At present, they are outdated.
Nowadays, Russian business has less and less
trust in the capacity of the government and
exports capital abroad in greater amounts. In
2009 the export of capital from the country

¢ Tnsome region of Russia the reduction in the number of
people engaged in research and development was significantly
larger. For instance, in the Vologda Oblast it decreased from
3.5 thousand to 450 people, i.e. almost in 8 times.

7 Dzarasov R.S. Op. cit. P. 297.

Economic and social changes: facts, trends, forecast
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“...Our priority is the efficiency of using
natural resource potential of the country
and its territory... As calculated per capita,
Russia’s resource potential 2-3-fold exceeds
the resource potential of the USA, 6-fold -
that of Germany, 18-22-fold - that of Japan.
Natural deposits in Russia are estimated
at trillions of dollars. The annual revenue
from the use of the natural resource
potential is estimated at 60-8o billion
dollars. It is 3-4 times higher than the
total budgetary resources available to us at
present. Unfortunately, the budget receives
only a small part of this total financial flow.
The main part of it falls on shadow turnover
and is exported; that is, it is working on
the development of Western economies...
This is the monstrous mechanism of
criminalization of the economy, due to which
such a rich country like ours, functions in
such distorted parameters of reality” (p. 30).

reached 135 billion U.S. dollars. For the first
quarter of 2014 the capital exceeding 60 bil-
lion U.S. dollars has already been exported
from Russia.

The current liberal-market model used
in Russia has a fundamental defect: this
model excludes the most effective methods
and instruments used by the government in
state-managed economies (like Chinese),
and in particular such as economic plan-
ning and forecasting, organizing, coordina-
tion and control. The domestic economy
and the state budget became unacceptably
dependent on external market factors such
as petro-dollars and speculative foreign
capital. The private capitalist economic
system of the country keeps the intermedi-
ate production in isolation from the end
production and does not allow the aggregate

13
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“Russia is a unique geopolitical space.
Russia occupies the north of the Eurasian
continent: it is, first of all, the necessary and
the shortest connection between the
countries of the Atlantic-Pacific region:
aviation, railway, automobile, sea, fiber
communications. The elaboration of
alternatives for the development of
infrastructure in Russia’s geographical
space could become the analogue of
the GOELRO plan, which played such
an important role in the history of this
country. Today as never before we need
this kind of far-reaching plan, based on
the organization of a huge territory in
the framework of modern Russia” (p. 30).

multiplier of value added to be increased
cardinally. The structural diversification of
the economy is impeded.

However, such focus on the accelerated
growth of the Russian economy, highlighted
by D.S. L’vov, has not actually been used by
the federal government for nearly two
decades. Moreover, there was a reduction of
labor resources in the vast territories of the
Far East. And only recently, the inclusion
of this resource into the Common cause has
been reconsidered as a possibility. We are
talking primarily about the implementation
of the Customs Union programs covering
Russia, Belarus and Kazakhstan, and the
measures for its extension. A major impetus
is created by recent strategic agreements
between Russia and China, which include not
only multibillion-dollar contracts, but also
intentions to double trade turnover between
these two countries.

The turn of the Russian foreign policy
from West to East is an optimistic trend. But
in order to enter an equal strategic union,
our country should, first of all, change itself.

14
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It should actually embark on the path of
innovation development, implement new
industrialization, and abandon the raw
material bias in the economy. It has not
happened so far. If in the 1980s the share of
mechanical engineering and metal working
production in the USSR in the total amount
of export was 35%, and raw materials — 23%,
then in modern Russia the situation is the
opposite: over 70% falls on raw materials
and only about 5% — on machinery and
equipment?®. In short, the scale of our work
aimed at utilization of the benefits, which
our Eurasian geographical position gives us,
is huge and it requires considerable admin-
istration skills.

We must pay tribute to the activities of
V.V. Putin, who, during his third presidency
isimplementing the interests of Russia in the
foreign policy and at the same time is seek-
ing to ensure internal political stability. After
assuming office in May 2012, the President
issued a number of decrees to increase the
efficiency of economic and social develop-
ment in the country. Unfortunately, they
have not had a desired impact on the real
situation in a number of areas so far. Why is
it so? In our opinion, it is because the right
guidelines do not correspond to the existing
system of public administration.

We are convinced that it is necessary to
change the insolvent neoliberal model with
the model of controlled mixed economy, but
the one which would reflect Russia’s own
way, that is the one, which Academician
D.S. L’vov points out in “Economic mani-
festo...”.

8 Kozhemyakin S. Demonstratsionnyi visit
[Demonstration Visit]. Sovetskaya Rossiya [Soviet Russia],
2014, May 24, no.36 (14004), p. 3.
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VA. Ilyin

«It’s time to stop thinking of this country
as a virgin land, which must be periodically
reploughed, losing each time the layers of
fertile soil, accumulated by the previous
development. The unique diversity of Russian
climatic landscapes and ethno-cultural
features should be carefully mastered,
transformed into regional diversity of living

forms, including economic. We must focus
on our own resources and opportunities
for growth, the new economic policy, the
system of national property, rent, new
industrial policy, the activation of social
factors. It will guarantee the success of
Russia promotion along its way» (p. 54).

In this regard, it is gratifying that in the
recent years, students and followers of Aca-
demician D.S. L’vov have been developing
his ideas about the need for an active role
of the state in economic management and
give well-grounded recommendations on
the enhancement of public administra-
tion efficiency. This position has a detailed
substantiation in the scientific report of
Academician S.Yu. Glazyev’, and in a new
report by the Russian Academy of Sciences
“Russtaonthe way to a modern, dynamic
and efficient economy”, edited by Acade-
micians A.D. Nekipelov, V.V. Ivanter, and
S.Yu. Glazyev'’, where many reasonable
proposals in relation to economic policy are

® Glazyev S.Yu. O tselyakh, problemakh i merakh
gosudarstvennoi politiki razvitiya i integratsii: nauchnyi doklad
[About the Purposes, Problems and Measures of State Policy
for Development and Integration: Scientific Report]. Moscow,
January 29, 2013.

10" Rossiya na puti k sovremennoi dinamichnoi i effektivnoi
ekonomike [Russia on the Way to a Modern, Dynamic and
Efficient Economy]. Rossiiskaya akademiya nauk [Russian
Academy of Sciences]. Moscow, 2013.
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put forward. But let us face it: if an efficient
administration model is not established,
these proposals will remain on paper. And
it is no coincidence that articles published
in our Journal pay more and more attention
to administration issues!!.

It is also gratifying to know that the Presi-
dent of the Russian Federation V.V. Putin
pays more and more attention to the opinion
ofthe Russian Academy of Sciences’ associ-
ates. In recent months he has had long meet-
ings with the leadership of RAS, researchers
from economic institutions under RAS on
the issues related to the development and
implementation of the strategy of acceler-
ated socio-economic development of the
country, on the increase of the role of science
in the transition of the Russian economy to
innovation path. Several important solutions
in this regard were adopted at the recent
meeting of the Presidential Council on
Science and Education. All this once again
testifies to V.V. Putin’s desire to implement
the large-scale tasks outlined in his pre-
election articles and speeches, and in the
May (2012) decrees.

I Editorial Board attaches special importance to the
coverage of aspects related to the improvement of public
administration efficiency, especially in the sphere of fiscal
policy, and which have been discussed many times in the
articles published in our Journal. For example, in 2013 the
Journal published works such as: Glazyev S.Yu., FetisovG.G.
On the strategy of sustainable development of Russia’s
economy, no.l; Ilyin V.A. National and regional security: a
view from the region, no.3; New agenda and state management
efficiency, no.5; Povarova A.I. Regional budget for 2013 — 2015:
stability or survival?, no.1; Savchenko Ye.S. On the necessity
and content of the change in macroeconomic policy, no.5;
Selin V.S., Selin 1.V. Assessment of opportunities and factors
promoting innovation development of the regional economy,
no.4; Uskova T.V., Selimenkov R.Yu. On the issue of formation
of development institutions in the region, no.2. The previous
issues of 2014 contain the works: Lapin N.I. On the strategy
of integrated modernization, no.l; Minakir P.A. On the
key tasks of Russia’s economic development (following the
Address of the RF President to the Federal Assembly), no.1;

Ilyin V.A., Shabunova A.A. Sociological assessment of public
administration efficiency, no.2, etc.
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Public opinion monitoring of the state of the Russian society

As in the previous issues, we publish the results of the public opinion monitoring of
the state of the Russian society conducted by ISEDT RAS in the Vologda Oblast'.

The following tables show the dynamics of a number of parameters indicating the
social feeling and socio-political sentiment of the Vologda Oblast population in May —
June 2014, these data are compared with the data for 2013, as well as for 2011, when
D.A. Medvedev’s presidential term was due to expire, and for 2007, when V.V. Putin’s
second Presidency was coming to an end. We sum up the intermediate results of studying
the changes in public opinion in the first half of 2014.

Estimation of performance of the authorities

How do you assess the current performance of..?,
as a percentage of the number of respondents

Dynamics (+/-). the
_ Aug. | Oct. = Dec. | Feb. | Apr. | June | Average last 6 surveys in
Indicator | 2007* | 2011* | 2013* forthe last | omparison with
2013 | 2013 | 2013 | 2014 | 2014 | 2014 oo p
VS
2013 ‘ 2011 \2007
RF President
| approve 753 | 587 | 553 || 551 | 543 | 573 | 561 | 628 | 66.6 587 3 0 |7
e 115 | 256 | 294 | 289 | 287 | 289 | 203 | 254 | 218 | 272 | -2 | 42 | +16
approve
Chairman of the RF Government *
| approve - 59.3 48.9 50.4 49.0 511 49.3 52.5 55.8 51.4 +3 -8 -
JemiG ~ | 247 | 328 | 304 | 306 325 329 | 309 264 | 306 | 2 6 | -
approve
Governor
| approve 558 | 457 | 444 || 448 | 459 | 441 | 428 | 416 | 385 43.0 1| -3 | -13
0 TG 222 | 305 | 332 | 311 | 324 | 353 | 369 | 390 409 35.9 W3 | 45 | 414
approve
* Included into the survey since 2008.

' The polls are held six times a year in Vologda, Cherepovets, and in eight districts of the oblast (Babayevsky District,
Velikoustyugsky District, Vozhegodsky District, Gryazovetsky District, Kirillovsky District, Nikolsky District, Tarnogsky District
and Sheksninsky District). The method of the survey is a questionnaire poll by place of residence of respondents. The volume of a
sample population is 1500 people aged from 18 and older. The sample is purposeful and quoted. Representativeness of the sample
is ensured by the observance of the proportions between the urban and rural population, the proportions between the inhabitants
of settlements of various types (rural communities, small and medium-sized cities), age and sex structure of the oblast’s adult
population. Sampling error does not exceed 3%.

More details on the results of ISEDT RAS polls are available at http://www.vscc.ac.ru/.
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In your opinion, how successful is the RF President in coping with challenging issues?*,
as a percentage of the number of respondents

Dynamics (+/-), the

Au Oct Dec Feb Aor June Average last 6 surveys in
Indicator 2007 | 2011 | 2013 2 : : 0 pr. forthe last | COmparison with
2013 | 2013 | 2013 | 2014 | 2014 | 2014

6 surveys
2013 | 2011 | 2007
Strengthening Russia’s international standing
Successful 58.4 | 46.2 | 45.7 || 453 | 47.7 47.5 459 48.6 | 53.7 48.1 +2 +2 -10
Unsuccessful 249 | 33.7 | 36.2 | 364 | 337 35.8 35.7 355 | 317 34.8 -1 +1 +10

Index of success 1335 | 112.5 | 109.5| 108.9 | 114.0 @ 111.7 | 1102 | 113.1 | 122.0 113.3 +4 +1 -20
Imposing order in the country
Successful 532 | 36.6 | 394 || 39.9 | 417 | 445 | 427 | 46.7 | 495 44.2 +5 +8 -9
Unsuccessful 34.0 | 50.0 | 475 | 46.7 | 46.7 | 455 | 437 | 409 | 395 43.8 -4 -6 | +10
Index of success 1192 | 866 | 919 || 932 @ 95.0 99.0 99.0 | 105.8 | 110.0 100.3 +8 +14 | -19
Protecting democracy and strengthening the citizens’ freedoms
Successful 444 | 324 | 31.8 | 347 | 335 32.8 32.3 36.3 401 35.0 +3 +3 -9
Unsuccessful 37.0 | 48.3 | 51.0 || 485 | 509 51.6 50.1 48.7 | 439 49.0 -2 +1 +12
Index of success 1074 | 84.1 | 808 || 86.2 | 82.6 81.2 822 876 | 96.2 86.0 +5 +2 -21
Economic recovery and increase in the citizens’ welfare
Successful 472 | 30.7 | 313 || 326 | 319 | 326 | 315 | 349 | 358 33.2 +2 +3 | -14
Unsuccessful 39.1 | 56.1 | 56.8 || 534 | 57.7 59.7 571 54.3 53.5 56.0 -1 0 +17
Index of success 108.1 | 746 | 745 | 792 |« 742 | 729 | 744 | 806 | 82.3 77.3 +3 +3 | -31

* Ranked according to the average value of the indicator for the last 6 surveys. Comparisons with 2012 were not carried
out, because 2012 was an incomplete year of V. Putin’s presidency (the inauguration took place on May 7, 2012).

What party expresses your interests?, as a percentage of the number of respondents

Election Election Dynamics (+/-), the
to the to the Average | last 6 surveys in
Aug. | Oct. | Dec. | Feb. | Apr. | June i i
Party 2007 RF State 2011 RF State 2013 ug pr u forthe | comparison with
Duma Duma 2013 | 2013 | 2013 | 2014 | 2014 | 2014 | last6
2007, 2011, surveys | 2013 | 2011 | 2007
fact fact
United
Russia 30.2 60.5 31.1 33.4 2941 296 | 269 | 295 | 283 | 295 | 327 29.4 0 -2 -1
KPRF 7.0 9.3 103 | 168 |11.3| 120 119 | 118 H 109 107 | 9.8 11.2 0 +1 | +4
LDPR 7.5 11.0 7.8 154 72| 6.8 8.4 8.1 8.9 8.3 6.2 7.8 +1 0 0
Just Russia | 7.8 8.8 5.6 27.2 46 || 4.3 4.0 44 315 3.3 3.3 3.8 -1 -2 -4
Other 1.8 - 1.9 - 0.6 34 1.0 0.8 0.4 0.2 0.1 1.0 0 -1 -1
No party 17.8 - 29.4 - 349 334 | 37.3 | 344 | 352 | 348 | 36.0 35.2 0 +6 | +17
Itis difficult | 55 _ 1432 —  |102|| 105 | 105 | 109 | 127 | 131 | 118 | 116 | +1 | -2 | -0
to answer
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Estimation of social condition, as a percentage of the number of respondents

Dynamics (+/-). the
A ot | b kb, | A ; Afverage last 6 surveys in
: ug. ct. ec. eb. pr. une or the : ]
Indicator 2007 | 2011 | 2013 comparison with
2013 | 2013 | 2013 | 2014 | 2014 @ 2014 | last6
Surveys | 2013 | 2011 | 2007
Mood
Uil G 636 | 631 | 686 || 687 | 715 | 696 | 651 | 693 | 711 || 692 [ +1 | +6 | +6
good mood
Feeling stress, anger, | o7 ¢ | 989 | 962 | 263 | 240 | 262 | 271 | 249 | 237 | 254 | 4 | 4 | =2
fear, depression
Stock of patience
Everything is not so bad,;
it's difficult to live, but | 74.1 | 748 | 79.3 || 79.7 | 816 | 831 | 79.8 | 813 | 81.0 | 811 2 | 46 | 47
it’s possible to stand it
It's impossible to 136 | 153 | 142 || 147 | 123 | 120 | 123 | 111 | 134 | 126 | 2 | 3 | -
bear such plight
Social self-identification
The share of people who
consider themselves to | 48.2 | 431 | 43.9 || 449 | 457 | 437 | 442 | 431 | 420 | 439 0 | +1 | -4
have average income
The share of people
D BEREN s 424 | 443 | 469 | 468 | 454 | 467 | 469 | 491 | 484 | 472 0 | 43 | 45
themselves to be poor
and extremely poor
Consumer Sentiment Index
Index value, points | 105.9 | 896 | 903 | 91.0 904 879 | 915 903 | 905 903 | 0 41 | -6

Concerning Russia’s policy in relation to the events in Ukraine

Trends in public opinion

Public opinion concerning the performance of the RF President and other federal
authorities in 2014 is inextricably linked with Russia’s international policy and with the

situation in Ukraine.

Most of the Vologda Oblast residents approve of the policy of Russia toward Ukraine
(71%), support it (65%) and express positive attitude toward the accession of the Crimea
to the Russian Federation (78%). At that, more than half of the population (56%) trust
Russian media in the coverage of issues related to the Ukrainian crisis (only 22% of the
population trust foreign sources).

18
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Assessment of Russia’s policy in relation to the events in Ukraine,
(as a percentage of the number of respondents)
Answer options Oblast
How do you assess the policy of Russia with regard to Ukraine? (April 2014.)

| fully and rather approve 3
| fully and rather do not approve 12.0
It is difficult to answer 16.7

March 16, 2014, at the referendum in Simferopol (the Crimea) more than 95% of its participants had voted in favor of the accession of
the region to Russia. Do you agree or disagree with the Crimea joining our country as a subject of the Russian Federation? (April 2014)

Yes, | agree 78.0
No, | do not agree 104
It is difficult to answer 11.6

Do you support Russia’s policy toward the events in Ukraine? (June 2014)
| fully and rather support 65.0
| fully and rather do not support 10.0
It is difficult to answer 25.0

Analysis of public opinion concerning the performance of the RF President

in the first half of 2014

In 2014 we observe a steady increase in the level of approval of the federal authorities’

performance. According to WCIOM, the share of positive opinions on the activities of
the President of the Russian Federation for the period from February to June 2014 has
increased from 64 to 86%. Positive dynamics is observed in the Vologda Oblast as well:

from February to June 2014 the level of approval of President’s performance has increased
from 56 to 67%.

How do you assess the current performance of..?, as a percentage of the number of respondents

Dynamics (+/-)
Indicat Feb. Apr. June
iU 2014 2014 2014 Apr2014to | June2014to | June 2014 to
Feb.2014 Apr. 2014 Feb.2014
RF President

| approve 56.1 62.8 66.6 +7 +4 +11

| do not approve 29.3 25.4 21.8 -4 -4 -8
RF President - WCIOM data

| approve 64.3 82.2 85.9 +18 +4 +22

| do not approve 27.6 11.4 9.6 -16 -2 -18
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The growth in the approval of the RF President’s performance in February — June
2014 is observed in all socio-demographic groups of the population, especially among
Vologda City residents (from 53 to 67%), and among people with higher and incomplete
higher education (from 59 to 72%).

Positive trends are also observed among the socially vulnerable categories of the
population: the level of approval of the President’s performance increased from 46 to
55% among the 20% of the least wealthy, and from 60 to 68 % among people aged over 55.

Dynamics of the RF President’s activity approval by different social groups
of population (as a percentage of the number of respondents)

Dynamics (+/-)
Indicator Feb.2014 Apr.2014 June 2014 Apr. 14 to June 14 to June 14 to
Feb.14 Apr.14 Feb.14
Sex
Men 55.4 58.7 65.5 +3 +7 +10
Women 56.6 66.1 67.5 +9 +1 +11
Age
Under 30 53.0 61.1 63.4 +8 +2 +10
30-55 54.9 62.4 67.3 +8 +5 +12
Over 55 59.8 64.7 67.7 +5 +3 +8
Education
Secondary and incomplete secondary 51.9 58.1 60.0 +6 +2 +8
Secondary vocational 58.0 62.1 68.6 +4 +6 +11
Higher and incomplete higher 58.8 69.2 72.0 +10 +3 +13
Income groups
20% of the poorest people 46.1 48.9 54.6 +3 +6 +9
B0 DT 0PI Ty 57.9 64.4 69.4 47 +5 +12
middle-sized income
20% of the most prosperous people 69.4 72.6 77.7 +3 +5 +8
Territories
Vologda 53.1 61.0 66.6 +8 +6 +14
Cherepovets 66.8 73.2 74.4 +6 +1 +8
Districts 51.8 58.1 62.3 +6 +4 +11
Oblast 56.1 62.8 66.6 +7 +4 +11

Positive changes are observed in the assessments of the President’s activity on solution
of key problems of the development of society. In the first half of 2014 these changes
were observed most clearly in relation to the President’s work for the protection of
democracy and strengthening freedoms of citizens (the share of positive evaluations has
increased from 32 to 40%), and also in strengthening Russia’s international standing
(from 46 to 54%).

At the same time, we are concerned about the fact that the support of the President’s
actions in the sphere of strengthening Russia’s international positions and restoring order
in the country approached the level of 2007 only in June 2014. In 2007 more than 50%
of the Vologda Oblast population considered that the President’s actions for strengthening
the international positions of Russia and restoring order in the country. During the
subsequent period, the share of supporters was 45—48%, and it reached 50% only in
June 2014.
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Also there is certain degree of concern if we consider that the assessments of V. V. Putin’s
performance in promoting economic recovery and growth of citizens’ welfare are
increasing rather slowly (from 32 to 36% in February — June 2014). The figures are still
far from the level of 2007, when the actions of the President in this matter were approved
by 47% of the Vologda Oblast inhabitants.

In your opinion, how successful is the RF President in coping with challenging
issues?, as a percentage of the number of respondents

Dynamics (+/-)

Indicator Feb Ue June Apridto  June14to  Juneldto

AU 2 U Feb.14 Apr. 2014 Feb.14
Strengthening Russia’s international standing

Successful 45.9 48.6 53.7 +3 +5 +8

Unsuccessful 35.7 35.5 31.7 0 -4 -4

Index of success 110.2 113.1 122.0 +3 +9 +12

Imposing order in the country

Successful 42.7 46.7 49.5 +4 +3 +7

Unsuccessful 43.7 40.9 39.5 -3 -1 -4

Index of success 99.0 105.8 110.0 +7 +4 +11

Protecting democracy and strengthening the citizens’ freedoms

Successful 323 36.3 40.1 +4 +4 +8

Unsuccessful 50.1 48.7 43.9 -1 -5 -6

Index of success 82.2 87.6 96.2 +5 +9 +14

Economic recovery and increase in the citizens’ welfare

Successful 315 34.9 35.8 +3 +1 +4

Unsuccessful 571 54.3 53.5 -3 -1 -4

Index of success 74.4 80.6 82.3 +6 +2 +8

During the first half of 2014 (from February to June) there has been a growing support
only of one party — United Russia (from 28 to 33%). At the same time it is alarming that
there are no substantial changes in the share of those who consider that none of the
present political forces reflects their interests (35—36%).

Which party expresses your interests?, as a percentage of the number of respondents

Dynamics (+/-)
Party Feb. 2014 Apr. 2014 June 2014 Apr.14 to June 14 to June.14 to
Feb.14 Apr.14 Feb.14
United Russia 28.3 29.5 32.7 +1 +3 +4
KPRF 10.9 10.7 9.8 0 -1 -1
LDPR 8.9 8.3 6.2 -1 -2 -3
Just Russia 3.5 8.8 &3 0 0 0
Other 0.4 0.2 0.1 0 0 0
No party 35.2 34.8 36.0 0 +1 +1
It is difficult to answer 12.7 13.1 11.8 0 -1 -1
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In February — June 2014 the share of the Oblast residents, who have “usual condition,
good mood” has increased from 65 to 71%. The share of those who think that “everything
is not so bad; it’s difficult to live, but it’s possible to stand it” has not changed substantially
(80—81%). At the same time, the share of people who consider themselves to have average
income declined slightly (from 44 to 42%).

Consistent growth in the indicators of social mood along with a slight deterioration
in the financial status of the population shows that the public opinion today is influenced
to a great extent by non-economic factors: the activities of the President and the
development of events in the international political arena.

Estimation of social condition, as a percentage of the number of respondents

. Feb. Apr. June Dynamics (+/-)
Indicator 2014 | 2014 | 2014 | Apr1dto | Junetdto | Junel4to
Feb.14 Apr. 2014 Feb.14
Mood
Usual condition, good mood 65.1 69.3 71.1 +4 +2 +6
Feeling stress, anger, fear, depression 271 24.9 23.7 -2 -1 -3
Stock of patience
Everythmg is not so bad; it’s difficult to live, but it’s possible 798 813 810 ") 0 R
to stand it
It's impossible to bear such plight 12.3 111 13.4 -1 +2 +1
Social self-identification
_The share of people who consider themselves to have average 449 431 420 1 1 D)
income
The share of people who consider themselves to be poor and 46.9 491 48.4 ") R ")
extremely poor
Consumer Sentiment Index
Index value, points 915 | 903 | 905 | -1 \ 0 \ 1
Conclusion

The results of the surveys conducted in 2014 show that public opinion in the Vologda
Oblast is influenced mainly by the events in Ukraine, activities of the President of the
Russian Federation V.V. Putin, and Russia’s international policy. These non-economic
factors have a decisive impact on the dynamics of social mood, which is still improving
(from 64 to 71% for the period from 2007 to June 2014), despite the increase in the
proportion of people who consider themselves “poor” and “extremely poor” (from 42%
in 2007 to 48% in June 2014).

The Vologda Oblast residents trust the Russian media concerning the coverage of
Ukraine events, and support the policy of the authorities in this issue. At the same time,
one feels concerned that the activities of the President of the Russian Federation in
coping with key problems of Russia’s development are not supported as much as they
were in 2007. The assessment of V.V. Putin’ s actions aimed at economic recovery and
growth of citizens’ welfare arouses even greater concern: the level of approval is not only
much lower than in 2007 (36 and 47% respectively), it remains practically unchanged
(in August 2013 — 33%, in February 2014 — 32%, in May — 35%, in June — 36%).
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Neo-industrial development model and its system algorithm *

Sergei Semenovich
GUBANOV

§ 1. The urgency of neo-industrialization:
the case of new realities

Post-reform games with the history are
over: the current state of affairs proves that
the turn to neo-industrialization can not be
delayed any longer. Economic and geopo-
litical contradictions have intertwined and
formed the Gordian knot of such an acute
system crisis, which can be resolved only
through extreme and truly alternative out-
comes: either the collapse of our country,
which is a historically negative result or its
neo-industrial rise — a historically positive
result.

The domestic economy, beginning in
2013, has experienced alternations of

Doctor of Economics, Professor, Lomonosov Moscow State University,
Chief Editor of the journal “Ekonomist”

stagnation and autonomous recession. The
raw-materials-exporting model reached
the tipping point: it stopped generating
even nominal monetary growth provided
by the inflation of the petrodollar, and
is now unable to replenish the gold
and currency reserves and the budget,
or to support investment demand and
final demand. Earlier there was growth
without development; now there is neither
development nor growth.

In late 2013 drastic changes occurred
in the foreign political situation, adding
one more terrible and painful contradiction
to the others. The rapid deterioration in
the situation concerning Ukraine requires

* This article is an abridged version of the following publications: Gubanov S. Neoindustrializatsiya Rossii i nishcheta ee
sabotazhnoi kritiki [ Neo-Industrialization of Russia and the Poverty of Its Sabotage Critics]. Ekonomist [Economist], 2014, no.4.
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Russia to be the subject of geopolitics, while
economically Russia is ready to be no more
than a geopolitical object.

As it has already happened before, our
country is facing a hardest historical
challenge at precisely the moment when
it is least prepared to face it. Indeed,
deindustrialization has not been overcome
yet. The dollarization of the national
wealth and the process of its offshoring are
continuing. The structural diversification
of the national economy is in stagnation.
The raw-materials-exporting model has
not been abandoned yet, despite its obvious
inefficiency. The domestic economy and
the state budget still depend on external
market factors: petrodollars and speculative
foreign capital. The economic system,
being a private capital system of the lower
order, is absolutely hopeless, for it is
disintegrated from top to bottom, it keeps
the intermediate production in isolation
from the end production, it does not allow
the aggregate value added multiplier to be
increased cardinally. Domestic sources of
economic development are disabled and
inactive. There is no catch-up in labor
productivity.

The post-reform Russia has reached the
stage of the lowest capitalism that is disinte-
grated and oligarchic. Under the influence
of foreign capital, which under the guise
of “free competition” made every effort to
destroy its strategic competitor, the post-
Soviet capitalism has quickly degenerated
into a kind of unproductive, intermediary,
broker and comprador capitalism. It is only
capable of transferring the resources and
national wealth of our country abroad, i.e.
trivial selling of Homeland, which results in
the strengthening of foreign multinational
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corporations with an infinite weakening of
the domestic industrial capital, the growth
of economic and monetary dependency,
enrichment of oligarchic minority and
impoverishment of working majority,
sliding down to a society of injustice and
poverty.

The post-Soviet practice has fully
proved the strength and effectiveness of
classical economic laws, in particular, the
law of production price. The lowest
capitalism, or colonial periphery of the
world economy, actually drags on its
existence with enslaving dependency on
the highest capitalism, functioning as
a controlled vassal of the latter, i.e. the
imperialist center.

Although some corrections were intro-
duced during the 2000s, they were unsyste-
matic and they only dimmed rather than
eliminated the large-scale system crisis
that was transformational in its origin
and socio-economic in its consequences.
The disintegration of reproduction,
deindustrialization, system and social
backwardness, comprehensive external
dependence, the work for the benefit of
foreign capital instead of working for our
own benefit, extreme social differentiation
and polarization of the population, internal
splitting of the society on national, religious,
linguistic, territorial, property and other
bases, bourgeois-ethnic nationalism
and centrifugal tendencies are visible
manifestations of the system crisis constantly
eroding the foundation of the federal unity.

Russia, burdened by a bulk of system
problems, weakened by long deindu-
strialization and multi-stage regression,
nevertheless, is deprived of an opportunity
to evade the geopolitical challenge launched
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against it. Russia’s backwardness and
weakness are disadvantages only for the
country itself, meanwhile, it is these features
that the neo-industrial powers, possessing
a tremendous system advantage over the
post-Soviet regime, intend to benefit
from it the geopolitical respect. After the
Great Recession the neo-industrial world,
driven by the U.S., has become the subject
of extremely aggressive geopolitics. And
now it has transferred all the burden of
geopolitical pressure directly to Russia
that is underdeveloped and backward
economically — by the stage of capitalism,
the level of development of productive
forces, forms of their organization and
management, industrial-and-technological,
scientific-and-technological and personnel
potential, productivity and quality of life of
the population.

There several fundamental reasons exist,
due to which the American neo-imperialism
hasto launch a direct attack on the Eurasian
space. On the one hand, it has to strengthen
the imperialism of the dollar by foreign
property at all costs, on the other hand — it
views Russia as a country that is already
weakened and undermined sufficiently
from within; this fact would help to block
it thoroughly around the whole perimeter
of the state border, moving the imperial
march of NATO further eastward, next to
our south-western borders.

Undoubtedly, the bloody “chaos”
unleashed in the end of 2013 by the Ukrai-
nian clan of oligarchies and compra-dors,
controlled by the overseas puppeteers
with the aim of complete abolition of
the non-aligned status of Ukraine, was
quite predictable. The point is not the
corruptibility and rottenness of post-
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Soviet political regime, or rather, it is
only part of the point. The essence lies in
constant reproduction of this corrupt and
rotten regime, and also in the reasons and
conditions of such reproduction, running
nonstop, from some quasi-democratic
elections to other. Despite the election
process, the real choice is always made
by the ruling comprador oligarchy that
is nurtured, controlled, appointed and
supported by foreign capital.

It is not only academic interest that urged
us to pay close attention to a “new reform”
of the U.S. Federal Reserve System, which
seems like a purely technical and Keynesian
one. Appearances are deceptive: it turned
out that in fact the U.S. launched an
unprecedented global expansion of dollar
imperialism in 2008 associated with
cardinal expansion of dollarization and
Americanization of property in the rest of
the world.

With the help of the Great Recession of
2008—-2009, the U.S. struck the world
economy with its new move aimed at global
property redistribution, as always, to
the benefit of the USA. Due to denatio-
nalization, the property of the former Soviet
republics — Russia, Ukraine, Kazakhstan
and Belarus — became the primary target
of dollar imperialism. And any property
redistribution, as we know from history,
is associated with armed violence, the
scope, intensity and number of victims
of which is directly proportional to the
scale and significance of captured objects
and heights of the economy. This is why
American imperialism wages one regional
war after the other imposing a totalitarian
world order — with the political enslavement
of all those countries, whose property
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it seizes with the aim of dollarization,
Americanization and offshoring, with the
establishment of direct pro-American
dictatorship comprador regime in these
countries. This, unfortunately, is happening
now in Ukraine.

The U.S. propaganda mill presents the
wars over desovereignization of foreign
property as the wars “for democracy”. At
that, the American propaganda uses purely
abstract slogans about democracy and
freedom in general, without clarifying any
of its specific content. Intentional evasion
of specifics is quite understandable,
since the American imperialism views a
democratic country as identical to a pro-
American country that is totally depen-
dent on its overlord, i.e. Washington. Using
the power of dollar imperialism and military
potential, the U.S. place the world not
under some abstract and vague democracy,
but under the concrete, vassal democracy the
sole purpose of which is to hold “reformed”
neo-colonies on a leash of the “Washington
consensus” with the help of the controlled
comprador regime. Accordingly, freedom in
the eyes of Washington means nothing but a
free hand for the USA and American capital
in any country, anywhere in the world.

Therefore, the essence of the actual
unipolar globalization is simple: vassal
democracy in the rest of the world serves
as a solid guarantee of suzerain freedom
for American imperialism, including the
imperialism of the dollar.

The inner imperialistic side of
globalization shows itself instantly, wherever
the American military, including its bases on
the European continent, tramples on
countries and regions. But the truth does
not consist in the imperial interests of the
U.S. That is why Washington’s rhetoric
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rests on empty abstractions of freedom
and democracy without specifying their
actual content and genuine social subject.
However, it is certainly clear that the freedom
of corrupt pro-American oligarchic-
comprador minority placed in charge of
some neo-colony is equivalent to the slavery
of the majority of its subjects.

Therefore, the Ukrainian crisis now
occupies a special place in the context of
American imperial globalization. It has
been initiated clearly in the interests of
American imperialism, which sees Ukraine
as its economic neo-colony and a puppet
state, stuffed with NATO bases for the
sake of geopolitical blockade of Russia.
Our country, already isolated after the
collapse of the USSR, has nowhere to
retreat. It does not have a choice: it is
now compelled literally to consolidate all
its efforts for protecting the vital borders
of its geopolitical security. It is clear that
Russia is the ultimate goal of the American
imperialism, and it is getting close to
Russia through Ukraine.

It stands to reason that it will not be
possible for quite a while to cope with the
geopolitical pressure brought to its extremes
by the neo-industrial bloc headed by the
American imperialism, on the basis of
deindustrialization. At that, some tactical
success is still feasible, but not a strategic
wins.

The laws of history are inexorable: an
economic pygmy will never become a
geopolitical titan — this mismatch is
obviously unnatural and short-lived. It
suggests that there always be a return to
compliance, and, therefore, it is necessary
to choose one of two things: either the
rapid emergence as an economic titan —
neo-industrial by definition, or transient
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transformation into a geopolitical pygmy,
divided into spheres of influence and
vassalage.

So, in modern conditions Russia has no
positive alternative to neo-industrialization
and cannot have any. Only the negative
alternative is possible: an economic
and political collapse like that of the
Soviet Union. Either dynamic neo-
industrialization or internal disintegration
by the comprador capital and after that —a
collapse — this is what the current situation
may have in store.

Naturally, our country needs a histori-
cally positive outcome. And from this
viewpoint, the choice is unambiguous and
crystal clear: first, neo-industrialization in
Russia has no alternative, second, it should
be implemented urgently.

§ 2. Fundamental question
of neo-industrialization: on property

Of course, everything said above is a
matter of common knowledge. Five, ten,
and even twenty years ago these statements
were valid, and they still are. In confirmation
I offer a small digression on the history of
the issue.

For the first time Russian researchers, as
far as it is known, formulated and
promulgated directly the urgency of
re-industrialization in 1992, when the
national economy had not been swept off by
deindustrialization and there still remained
production capacities suitable for high-tech
modernization. The comprador devastator,
breaking loose, ruined Russia’s domestic
production of machinery production
facilities; as a result, re-industrialization
in Russia lost its object completely, and
substantive meaning along with that.
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By that time, however, some scientific
evidence had been accumulated, which was
sufficient to bring up and substantiate a
neo-industrial paradigm. Its foundations had
been laid by 2000. Since then the prospects
of Russia’s recovery were associated
exclusively with neo-industrialization as
the technetronic phase of industrialization
and the process of formation of knowledge-
intensive production. In corroboration we
can recall one of the conclusions of that
time: “Technological backwardness is
intolerable for Russia. The actual rise is
possible only when moving to knowledge-
intensive production and only through
neo-industrialization. The strategy for its
implementation should be based entirely
on Russia’s own economic potential”.

After the default in August 1998 there
may have existed an opportunity to turn to
a neo-industrial economic model, but the
choice, alas, was made in favor of a raw-
materials-exporting model with only
a partial nationalization of revenues
from raw materials export. The share of
monetary and rental revenue that was
previously almost entirely appropriated
by the oligarch-compradors, started
flowing into the budget and various extra-
budgetary funds.

Although this decision raised the issue
of property rights, it turned out a halfway
and unsystematic compromise. The private-
oligarchic comprador capital still owned the
main strategic resources of the economy in
exchange for an amicable distribution of
export and foreign currency revenues.

As aresult, the economic system remai-
ned disintegrated, unable to link interme-
diate production to final production in
order to provide the work for the machine-
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building complex and manufacturing
industry by streamlining the creation
of high-tech jobs. The government got
monetary resources, and with them the
ability to support aggregate demand, but
it started to pay an exorbitant price in the
form of aggravating deindustrialization and
backwardness. The system crisis continued
to smolder, while on the surface it was
hidden by a fictitious growth or growth
without development backed by inflation of
petrodollars.

Now, after more than a decade was lost,
the situation has been changed dramatically.
First, the raw-materials-exporting model
has quite obviously collapsed when inflation
growth ceased; second, the geopolitical
confrontation with the neo-industrial bloc
moved into a critical stage and requires
the utmost effort. Consequently, the
present-day challenge is to launch a new
industrialization as a national cause, rather
than only to speculate on its urgency.

What ought to be done is clear. Discus-
sions and debate concern the question of
how it should be done: what form of
ownership it should be based on, what
economic system and what specific methods
should be used.

The situation would be less complicated,
if we had an opportunity to do without the
reorganization of the diversified structure
of ownership. But any illusions are futile:
the path of least resistance in this case
simply does not exist. Neither the private
capitalist property itself, nor its oligarchic-
comprador form can be the economic
foundation of neo-industrialization. The
same can be said about the comprador
economic system that only weakens our
country by strengthening our geopolitical
competitors by moving profit centers
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abroad and leaving the centers of costs,
expenses, losses and debts inside the country.

It is known that every historical epoch
recognizes only its own objective laws,
patterns, and trends. And woe is the
country that goes against them. The post-
Soviet Russia had been playing with the
history long enough so that it ended up in
the present difficult situation.

To put it briefly, whether we want that
or not, we cannot evade the issue of
ownership. It is currently a fundamental
question in the full sense, for it is only
its solution that will be crucial for the
existence or non-existence of a neo-
industrial Russia, with all that it implies,
including geopolitical consequences.

Itis clear that the oligarchic-comprador
clan is strictly against the property-related
issue, thus openly revealing itself as a social
force that is hostile to the neo-industri-
alization of this country. Therefore, for
Russia the comprador oligarchy is a
problem rather than a solution; in contrast,
it is a solution rather than a problem for the
imperialism of the dollar.

Such is the specific contradiction of the
present situation. If this contradiction is
not eliminated, the large-scale neo-
industrial transformation will be impossible,
since the forces aimed at its hampering and
disorganization prevail in the society. In
addition, the existing private capitalist
property makes it impossible to eliminate
the comprador economic system that also
works against Russia by supporting the
discriminatory exchange of commodities
for non-commodities, real for virtual,
providing the foreign capital with a
significant share of gratuitous imports
of our resources to the disadvantage of
Russia’s manufacturing industry.
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In the conditions of the comprador
system that was established in direct
unconformity to the requirements of the
law on vertical integration, the profitability
of Russia’s property offshoring, the
transactions associated with export of
raw-materials and exchange speculation
will always be much higher than the
profitability of the machine-building
production. The 2013 performance results
proved it. For instance, the speculative
foreign capital invested in transactions with
domestic property brought to its foreign
owners a fabulous profit — at the level of
at least 75% per annum. It is comparable
to the yield of other financial intermediary
and stock exchange operations. The
investments required for high quality and
highly automated production of machine-
building industry under these system
conditions turn out to be economically
unprofitable.

The fact remains that the comprador
system adjusted to act as an intermediary
in the strategic and geopolitical interests of
foreign capital makes a new, technetronic
industrialization economically unprofitable.
That is why this country needs an economic
system that is totally different, not
comprador, sovereign in nature and the
interests that it implements; a system,
under which neo-industrialization becomes
profitable and secure.

It has been offered and even promised
to improve the situation through different
“tax maneuvers”. But they are known to
be unrealistic, diverting on the wrong
path; leading to a waste of time and
distracting from the core issue of the
property. We should not deceive ourselves:
while the inefficient macroeconomic
system is not changed, it is hostile to a
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new industrialization. Tax-related and
other methods of indirect regulation are
absolutely powerless since the dominant
comprador-oligarchic capital will ine-
vitably reduce them to nothing but a cipher.
In any case, it will not be possible to
avoid the issue concerning property rights.
Moreover, it has become especially acute.
The experience of the last decade shows
that partial nationalization of raw materials
export rent conducted in the early 2000s
through the mineral extraction tax lever
was minor and insufficient. It is pointless
to keep dividing this rent between the
government and oligarchic capital, because
aprerequisite for development isto re-focus
the Russian economic system on the
internal and entirely neo-industrial sources
and chains of value-added production. And
this requires transition to a fundamentally
different, progressive economic basis, i.e.
to the most advanced ownership forms
and relations that are able to combine the
intermediate and final production.

§ 3. Diversity of forms of ownership
and highlighting the main link

Modern capitalism is heterogeneous as
well as the structure of the forms of capitalist
ownership: each of them is characteristic of
the definite capitalist mode.

Unfortunately, in the Soviet period
beginning from the 1930s the understanding
of diversification and inconsistency of the
current epoch was not given proper attention
in economic thought. One of the major
reasons was a widely known constitutional
provision of 1936 concerning the victory of
socialism “in general”, and, consequently,
a successful completion of the transition
period.
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The aforementioned provision turned
out completely inconsistent with the
reality, being theoretically and politically
incorrect. It was given the constitutional
and directive status and caused far-reaching
negative consequences by substituting the
correct guidelines of socio-economic
development with false ones, disorienting
ideology and humanitarian education,
dismissing the question about the real
contradictions, leaving the USSR without
clear development prospects. The society
of historical truth and rightness at once
became a society of falsehood, and the
Communist Party of the Soviet Union
ended its existence ignominiously as the
party of miserable lies and shameless fraud,
disintegrated to the core and deprived of
any social foundation.

The truth is already on the surface:
actually, the Soviet society did not rise above
the transition period that was incomplete in
absolute and relative terms. Can this
conclusion be disputed? Orisit indisputable?
It isunquestionable. For, unlike a false one,
it is based on the indestructible foundation
of scientific classics.

Let us recall that according to the
classical criterion, the complete and final
victory of the new socio-economic system
over the old one becomes a fact only
when the unconditional victory has been
achieved in the productivity of social
labor. This criterion is the only one and it
is indisputable. There is no other criterion
with regard to this occasion and there can
be none. A similar perception runs through
all the classical heritage of A. Smith,
D. Ricardo, K. Marx, V.I. Lenin, forming
the core of scientific, dialectic-labor
schools of political economics. It is enough
to cite just one, but exhaustively clear,
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provision: “Capitalism has created labor
productivity that was unprecedented in the
times of serfdom. Capitalism may be finally
defeated and will be finally defeated by the
fact that socialism creates new, much more
efficient, labor productivity”.

It is labor productivity and nothing else
that really influences the development in
the historical aspect: the economic system
is considered more advanced if'it is capable
of ensuring the historically higher labor
productivity of its workers. All other
moments, no matter how important they
may seem, are secondary in comparison
with this generalized and ultimate criterion.

It may be surprising, but it is a recorded
fact of 1936: the groundless conclusion
about the victory of socialism “in general”
was justified by I. Stalin in a non-scientific
manner, in the spirit of pure “leftist” notions
like those advocated by N.I. Bukharin,
probing incompetently too far into the
future, without any mention of labor
productivity, let alone the comparison
with the major capitalist countries. The
paramount was silently ignored, while
the minor was emphasized and even
played up frivolously. The USSR was
declared the society of socialism, though
it neither surpassed, nor even came close
to the performance level of the American
capitalist system.

From a scientific viewpoint it is inco-
nceivable that one could disregard the
basics of the classics and Lenin’s direct
testament that the main goal for the Soviet
Union is to ensure higher and higher
labor productivity. Yet, the inconceivable
happened. There cannot be even a slightest
doubt about such an outrageous neglect of
the classics; the fact is documented reliably
and it is indisputable.
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The laws of history are harsh, but fair;
and he laughs best who laughs last.
Ironically, the last word remained with
the very classic criterion, which was so
carefully avoided and ignored in 1936. The
result is known: the practice still exposed
the deception and fraud. The Soviet
pseudo-socialism lost its social support and
collapsed precisely because it was unable
to rise to the heights of labor productivity
and workers’ quality of life. The society
is filled with disarming disappointment:
what kind of socialism is that, which is
no higher or better than the capitalism of
advanced countries? The ideology of lies
and deception undermined the backbone
of ideological and moral and political
unity of the Soviet State and led it to the
bourgeois-nationalist fragmentation.

It is worth mentioning that the Soviet
people did not even think about the “third
world” capitalism or backward capitalism.
When comparisons were made, it was
industrialized powers: the U.S., Germany,
France, the UK, Sweden, etc. that were the
objects of such comparison. It is only later,
as anti-Soviet reforms continued their
triumphal advancement, the attention
shifted to Portugal, Argentina, Brazil,
Mexico, and now the IMF experts set
before us an example of impoverished
African countries that lack any industry
and survive mainly by subsistence farming.

It would be easier to substitute the name
“capitalism” with “socialism”, using the
philosophy of nominalism, as it was done
in 1936. But nothing is more grave than
those historical consequences resulting
from the replacement of the real content
by the empty and lifeless name.

The complete detsruction of ideals that
was painful for the Soviet people, the
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collapse of the Soviet Union, Comecon
and Warsaw Pact; undeserved discrediting
of socialism; the period of post-Soviet
oligarchic-comprador reaction, bourgeois-
nationalist ethnic strife and clashes
between fraternal peoples; the present-day
problems of post-reform Russia— these are
not all the challenges that Russia faced. In
addition, this country is reaping bitter fruits
of disorientation of the public conscience
imprisoned by false dogmas of the past
and present, the loss of social prospects,
misunderstanding of where it is and what
it has to do.

Political and economic damage caused
by the false thesis about the victory of
socialism “in general” is incalculable and
largely irreversible: it is not possible to
undo the harm that lies did to the previous
generations. But the time has come to restore
the scientific truth, to put an end to lies and
distortion that are crippling the present and
future generations, which, despite everything,
are destined to become the generations of a
new technetronic industrialization and
achieve breakthrough to the most advanced
stages of social progress.

We will not analyze in detail the actual
socio-economic nature and a complex,
zigzagging evolution of the Soviet society —
it is a very important topic for a separate
discussion. Let us proceed from an axiom
that the USSR was a society in transition
that was very far from completion, if we
count on a scale of real labor productivity
and the rate of free time.

The Soviet transition period was
particularly diverse and had the set of its
own specific contradictions. It was not
something static and unchanging. In his
very first days there were certain economic
structures and economic contradictions,
and in its end they were largely different.
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List of different ways of economic life,
their dialectics and arrangement at the
time of the initial state in 1918—1921 were
more than once highlighted by V.I. Lenin
and they are well known. We are interested
in the final result of Lenin’s analysis, which
turned out so unexpected and so amazing
that sparked a long debate with the
“leftist” Bukharin group, and after 1924,
was hastily, within one year, consigned to
oblivion dictated by the directive policy.

What is the point? Having achieved
independence from foreign capital after
the civil war, the young Soviet State entered
a period of transition from capitalism to
socialism. It would seem that once the
socialist construction started, the main
contradiction would exist only between
socialism and capitalism.

That was how the near future was
assessed by the group of N.I. Bukharin.
But they were badly mistaken. Against their
expectations, V.I. Lenin pointed out quite
a different contradiction. Surprisingly,
it did not mention socialism at all, i.e.
the socialist system fell out of it. The
contradictions were identified as existing
inside the formation itself rather than
between the formations. At that stage the
clash was between the similar economic
structures and forms of ownership and not
between different ones. At that time such
ideas were not expressed at all.

It was not socialism against capitalism,
but it was capitalism against capitalism —
such was a contradiction, revealed by
Lenin in his analysis of contemporary
realities. And it is properly specified. No
play on words, no dialectic games.

Unlike dogmatists, who later presented
themselves as “true Leninists” and swept
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scientific criteria aside, V.I. Lenin did not
acknowledge the abstract capitalism, for
he proceeded from the teaching about the
stage-wise character and phases of capitalist
evolution. Therefore, he identified two
stages or two economic modes — private-
capitalistic and state-capitalistic. Their
detailed study showed their common
and specific features. They turned out to
be actually extreme stages — the lowest
and highest, old and new, conventional
and unconventional; and they were also
relatively opposite, since state capitalism in
one of the essential points acts as the first
negation of capitalism as such, expanding
the aim from surplus (s) to the newly
created value (v + s).

The result was Lenin’s innovative
conclusion that in conditions of the
upcoming transition period there was the
fundamental contradiction between the
two economic structures: private capitalist
and state capitalist. And it was precisely
indicated that the main enemy of the
Soviet power on the economic front was
the lower, older, conventional capitalism,
acting under the auspices of free trade,
i.e. capitalism laissez-faire. As for state
capitalism, it, on the contrary, forms
solid economic foundation for the Soviet
power, creating conditions necessary and
sufficient for direct socialist transition.

Lenin considered the state capitalist
structure to be pro-Soviet, while the private
capitalist structure — anti-Soviet, and this
was right. Knowing the empirical result,
we note that all subsequent history of the
USSR has become one solid confirmation
of the truth of this fundamental and deeply
scientific, dialectically verified, status. The
only thing V.I. Lenin could not assume was
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that the private capitalist way of life would
acquire its best disguise over time in a self-
supporting form.

Without state capitalism, without
organization and adjustment of the work
of the large state-capitalist monopolies, the
immediate transition to socialism is
unthinkable — that was Lenin’s viewpoint.
From here, by the way, proceeds the famous
formula for the whole transitional period:
to socialism through state capitalism.
This formula, derived in 1921—-1922, was
completely renounced in 1925 by I. Stalin’s
faction that joined Bukharin’s “leftist”
group at that time. And a decade later, in
1936, the faction speaks, no more, no less,
about a mythical victory of socialism “in
general” — without a victory on the level
of labor productivity, and without a victory
of fundamental economic basis of the very
capitalism.

Meanwhile, however, the main contra-
diction of the Soviet era, being unresolved,
continued to do its work as if nothing had
happened. The movement was still deter-
mined by the struggle between the private
capitalistic and state capitalistic structures.
No subjective tricks, no ideological taboos
could abolish the dialectic of objective reality.

As our analysis shows, state capitalistic
principles prevailed in 1933—1957. There
was, however, one key feature: their
prevalence was ensured not so much by
organizational and economic factors as
by non-economic factors, for the planned
economic system lacked an appropriate
economic foundation.
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Atthat time the planning and centralized
system of state capitalism considered the
highest general economic profitability to
be the most important; the profitability of
an individual self-supporting enterprise was
considered to be the lowest, subordinate
profitability. However, unlike self-
supporting decentralization of enterprises,
planned centralization did not have its
economic basis. The latter relied solely
on nationalization, nationalization of
property is a legal and political act but not
an economic act. It was a prerequisite for
the planned economy rather than its basis.

The Soviet planned economic system
depended basically on political and legal
superstructure, while the self-financing of
separate enterprises had economic support
in the form of division of labor, commodity
turnover, balance sheet property, and
reproduction of profit. As a result, the
contradiction between state capitalist and
private capitalist structure adjusted itself,
it took a Soviet shape and became the
contradiction between the plan and self-
financing.

It was a very specific contradiction: the
planned system had primarily political and
legal levers and measures at its side; as for the
separation of enterprises and self-financing,
they had economic ones, including the
production and appropriation of profit.
The superstructure existed in irreconcilable
opposition to the basis. A sharp discrepancy
between the Soviet political superstructure
and an essentially anti-Soviet self-supporting
market economic basis was established
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and increasing. The compliance could be
restored through economic victory of the
Soviet political principles or through political
victory of anti-Soviet economic principles.

The struggle was not on equal terms,
since the constitutional provision on the
mythical victory of socialism not only
disoriented public consciousness, but
eliminated the very statement of the
question about the necessity of high
quality, basic, organizational-economic
strengthening of the planning and
centralized economic system. Thus self-
supporting principles received tremendous
ideological and political advantage.
Afterward, their subjects had only to
increase it constantly. The process was
going on, of course, under the growing
demands of decentralization and autonomy
of self-supporting enterprises, freedom of
pricing, appropriation of profits and self-
financing.

The first reversal act followed in 1957
together with the shift from the system of
higher profitability to a system of lower
self-financing. The program adopted by
the CPSU in 1961 was reversal, ignorant
and false in all other respects; it guaranteed
the profitability to every self-supporting
enterprise that was working “normally”.

The reform of 1965 marked the second
reversal act, securing the outcome of the
first one. The self-supporting profitability
of an individual company became primary
and dominant, and economic profitability
became secondary and subordinate. The
appropriation of property by private
economy became large-scale.

That reform was followed by the fading
of state capitalistic principles and the
growth of private capitalistic principles that
had been covered by the self-financing
form. The dual power was still hanging
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on until mid-1970s, and then the state
capitalistic structure was overthrown by
“self-financing of an enterprise”, which
predetermined the fate of the USSR in a
decade later.

The third reversal act happened during
perestroika in 1985—1987. The fourth and
final one took place in the form of the final
collapse of the USSR. The private
capitalistic structure threw away self-
financing and revealed its own inhuman,
primitive and archaic form.

AsV.I. Leninwarned in 1921—1922, the
very lowest, old, outdated, pre-revolu-
tionary capitalism became the grave-digger
of the Soviet Union; it managed to employ
the planned self-supporting form, then
it muscled up under its protective shade,
after that it restored its social base; then
it undermined the ruling party and the
Soviet State economically, ideologically and
politically; after which it dealt the final blow.

Since the 1990s Russia has again fallen
under the yoke ofthe lowest, most backward
capitalism; the country again suffers not so
much because of capitalism, but because
of its underdevelopment. But, again,
objective contradiction between the private
capitalistic and state capitalistic stages
still exists. It is only its poles that have
changed places: the private capitalistic
principles rose and now dominate the state
capitalistic ones.

At the same time, it would be naive to
think that the pre-revolutionary past
repeats itself. It is impossible to step into
the same river twice: the historic
development of society proceeds along
dialectical spiral. The Soviet transition
period has already become history. As
for the post-Soviet period, it is now
characterized by its own diversity, or stage-
wise character.
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What has changed compared to the data
of Lenin’s analysis? Since then much water
has flown under the bridge, for almost a
century has passed. The capitalist evolution
has not stood still. And it has added the
state-corporate stage, which was previously
unknown.

At present, the internal formational
stages or modes of the capitalist production
structure are known from the experience
of the USSR and industrialized countries;
these stages are as follows:

- private capitalistic;

- state monopolistic;

- state corporate;

- state capitalistic.

As we can see, both the first and last
stages — private capitalistic and state
capitalistic — are separated from each other
by the two intermediate stages. The
Soviet political economy had one of the
intermediate stages — state-monopolistic,
although it is absent in Lenin’s list of
diversified structure of the Soviet economy.
As we understand, V.I. Lenin assumed
that the state-monopolistic structure was
homogeneous with the state capitalistic
structure, because he often spoke about
the state capitalistic monopoly considering
it the basis of state capitalism. As for the
state-corporate stage, there existed neither
theoretical nor empirical data on the
subject in his time.

What is the difference between intra-
formational, historically identified stages
of capitalism? They differ from one
another on a number of fundamental
criteria, among which the most significant
ones are: the dominant form of ownership,
the main subject of property, the main link
of reproduction, its target function, the
scale of reproduction planning, the phase
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of industrialization of productive forces.

For convenience, the generalized
classification of the four main stages of
capitalism, except for manufacturing, is
summarized in a separate fable.

A detailed description of the essential
features of each of intra-formational stages
of capitalism and their comparison requires
too much space and will take us far beyond
the subject of this discussion, so we shall
consider only the essentials in our case.

First of all it is expedient to pay attention
to the general vector of the entire capitalist
evolution: from the disintegrated to the
system-integrated form of ownership,
from a personified capitalist — to a non-
personified aggregate capitalist; from a
separate private enterprise to a unified
national economic complex; from private
profit to total purchasing power of society;
from reproduction elements and absence
of plans — to general economic planning;
from the age of productive forces based on
steam power — to the era of fully automated
ones; in general: from private capital to
the social, economically socialized capital.

If we briefly summarize the above
features, we can see the following: they all
indicate that as capitalism rises from lower
stages to higher stages, it little by little turns
into its opposition, into its own negation.
In other words, capitalism demonstrates
the dialectic, transient nature of its
historically multi-stage evolution.

We are, of course, particularly interested
in that stage of capitalism, which is
associated with neo-industrialization, i.e.
with the science-intensive and technetronic
phase of industrialization. As you can see,
this is not the lowest, disintegrated and
most backward stage; and not even the state
monopolistic one, which corresponds only
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Stages or structures of capitalism and their specifics

Stages of capitalism, . -
Form of Subject of Main link of . . Phase of
from the lowestto | o1 erchip property reproduction | 1aroetfunction | Scale of planning | iy gy syriajization
the highest
Period of
. - Disintegrated, Personified: Sectoral . Local, steam engine
Private capitalistic atomic private capitalist enterprise Profit factory (prerequisite for
industrialization)
. Personified: - Electrification
State monopolistic Ii-ln(igzgaﬂgad”y sectoral m%ﬁ}og?l Mon?(ﬂ(i)t“s“c Sectoral (primary
9 capitalist poly p industrialization)
Verticall Mixed: Technetronic
State corporate inte rateél corporate MNC Value added Macroeconomic | industrialization
g capitalist (secondary)
Non- o .
. UEC (unified Total . Full automation
State capitalistic in?eys:strz{j p:rs?;m:tag. economic purchasing etlz\loar;[l)og?cl and waste-free
g cgla%ite?list complex) power production

to the period of primary industrialization of
productive forces, or their electrification.
It is only a stage that is not below the state-
corporate stage that meets the requirements
of neo-industrialization.

Thus we received a thorough answer on
a question of principle, concerning the
direction, in which our country should
move in order to ensure successful
implementation of neo-industrialization
of domestic productive forces, endowing
them with technetronic quality. It is crystal
clear that a vertically integrated form of
ownership should dominate; MNC should
be the main reproduction link; value
added (and not only profit) should be the
target function of reproduction; the type
of planning should be macroeconomic,
consistent with the form of ownership.

Meanwhile, I think it is necessary to
clarify the essence of capitalism in brief. It
seems that at present there is no longer any
such stage of capitalism, which would give
rise to so many false doctrines, beliefs and
views, as state capitalism did.
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In modern Western literature and
periodicals, and in liberal-comprador
cohort the puppets of U.S. imperial
globalization are almost crying about the
establishment of “Putin’s state capitalism”
in Russia. A telling example can be found
in an unscrupulous trick demonstrated by
A. Illarionov, who is notoriously known
by his mediocre attempt at econometric
falsification of state influence on economic
growth. In 2000, when he was Advisor to
the President of the Russian Federation, he
was asked a direct question by Americans,
who fuelled the notions of the state
capitalism in Russia; Mr. Illarionov
answered reasonably that there was no
need to use ideological labels. But as
soon as he left the post of Presidential
Advisor, and took a job as an associate at
the Washington-based Cato Institute, he
promptly defected to the American side
and screamed about the movement of this
country to state capitalism.

The country’s political leadership still
has to assure everyone that we are not
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building state capitalism. That is right —
unfortunately, for it would be objectively a
great good for this country if it were wrong.

Actually there is nothing farther from
the truth than the assumption that the
present-day situation in Russia is similar
to state capitalism, which is historically
the highest and final stage of capitalism.
This senseless comparison stems from
a completely non-scientific and purely
ideological mixture of state capitalism and
its classical counterpart — crony capitalism
that is private-oligarchic, comprador,
inferior and backward.

The theory divides state capitalism into
Jformal and real. A basic premise of formal
state capitalism is the prevalence of
nationalized property. Real capitalism
is based on the collectivized, or system-
integrated, form of ownership, that is
economically implemented as a nationalized
one, with complete domination of the social
productive capital that is able to minimize
all kinds of social costs required to meet
the energy, industrial, infrastructure,
environmental, etc. demands of society.
In short, legal nationalization, de jure, is
connected with the formal state capitalism,
and economic nationalization is connected,
de facto, with real state capitalism.

Note that in the Soviet Union the natio-
nalization of the most important means of
production, established on a legal basis,
was a flop from economic viewpoint. In
fact, under the guise of “self-supporting
enterprise”, the nationalized property that
was called “state-owned” only formally
was actually used since the 1960s as the
private economic and anti-governmental
property. Therefore, the USSR, despite
its planned economic system, could not
rise above the formal, superstructural and
non-economic state capitalism.
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To move from the formal to the real, it
was necessary implement the vertical
integration of nationalized property, to
make the planning and economic system
in conformity with the law of vertically
integrated reproduction.

In comparison with the 1920s, the
present-day reality has one fundamental
change: it was industrialized states that
were much closer to state capitalism, since
they are characterized by the vertically
integrated capitalist stage with the core
formed by the economy of multinational
companies. The post-reform Russia,
by contrast, is characterized by an old,
outdated private capitalist economy with
the domination of oligarchic-comprador,
disintegrated, personified forms of capitalist
property. In general, Russia still has a long
way to go before it can reach the stage of
state capitalism, and it is not possible to skip
the state corporate stage on this way.

Asforthe personified form of ownership,
one cannot build the foundations of neither
state capitalism, nor even state monopoly
on its basis. And it is time to think not so
much about neo-industrialization and
full automation of production, but about
how to preserve at least the achievements
of the Soviet electrification. By the way, a
sad testimony on this subject can be found
in the rates of energy consumption for the
population, or energy rations, absurd for
any electrified country.

In fact, advanced neo-industrial
countries that have reached the state
corporate stage, are very close to state
capitalism, while the post-reform Russia
is separated from state capitalism at least
by two stages — the state monopolistic and
the state corporate stage.
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So, the implementation of the neo-
industrialization of productive forces
suggests, at the very least, the dominance
of state-corporate structure, its leading
position in the hierarchy of modern multi-
structural economy. In turn, a key feature
of the mentioned structure consists in the
fact that it is subject to a special phased law
of supreme capitalism, the law of vertical
integration. This law is the law of system
interrelationship between intermediate
and final production, such relationship,
in which the maximum speed of the total
productive capital circulation is ensured due
to zero profitability in intermediate links.

Accordingly, in today’s world, an
economic system can be competitive and
effective only if it is built and operates in
full compliance with the law of vertical
integration, with the supremacy of the
vertically integrated form of ownership.
Otherwise, the economic system is not
state corporate, and therefore, is inferior,
backward, inefficient and uncompetitive.

If we proceed from the dialectical
analysis of the evolution of capitalism and
capitalist diversity of economy, it is quite
clear, what form of ownership is now
historically advanced and is suitable for
the neo-industrialization of productive
forces. It is a vertically integrated or state
corporate form, the planned functioning of
which is organized in accordance with the
law of vertical integration, according to the
principle “justin time”, in order to increase
the aggregate multiplier of value added.

§ 4. About the algorithm of transition
from the raw-materials-exporting model
to the neo-industrial model

The necessity and urgency of neo-
industrial reform does not mean that we
should act at breakneck speed or in a
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come-and-go manner. On the contrary,
adventurism and voluntarism should be
excluded, because they will result in the
loss of precious time, which we lack already.
And only the combination of precise and
calculated measures implemented in the
correct sequence can ensure the correct
result. In general, the better the algorithm
of neo-industrial transition, the higher
the rates and shorter the terms, the more
economical and effective the program for
its practical implementation.

We do not speak about the launch of the
program for neo-industrialization of our
country — it is a special task, which involves
the consolidation of efforts of all the scientific
and economic community that realizes the
importance of neo-industrial reconstruction
of the national economy and adheres to the
ideology of national economic interests. Our
function is limited to the presentation of the
main and priority points of the neo-industrial
transition algorithm.

The starting point and the head principle
presuppose that it is necessary to avoid all
kinds of shocks and bifurcations: price, tax,
budget, investment, infrastructure, currency,
debt, export-import, etc. Well, falling into
a systemic crisis and de-industrialization
was shocking, but the withdrawal should
be controlled and regulated, i.e. clearly
managed and precise.

Related to the head one, the principle
concerns the choice of priorities or the
combination and sequence of steps.

Firstly, it is required to liquidate eco-
nomy de-industrialization, uniting mining
industry with processing complexes,
especially machine-building. The basis for
their management-economic connection
is vertically integrated property, with the
form being inter-sectoral production
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of final products with high value added
multipliers.

Thus, the first basic step of algorithm is
set: strategic nationalization of the economy
commanding grounds, their sovereignty,
de-dollarization and de-offshorization —
formal and informal, direct and indirect,
in the form of redemption and tax
de-privatization.

Taking into account the proprietary forms
diversification, strategic nationalization
objectively cannot be total, as some critics
believe primitively. It is only limited by
commanding grounds of the economy.

What is more, strategic nationalization
does not involve non-economic, decreed
or directive expropriation. To avoid
misunderstanding we should note that
nationalized objects are strategically
important means of production, starting
from land and energy, and not personal use
items of citizens.

And, nationalization is necessary not
for the sake of nationalization. It is
required to boost domestic production of
final demand with high added value
on the basis of strong and indissoluble
connection between production and
industrial processing of raw materials,
primary resources, i.e. on the basis of
vertically integrated property.

The second step after strategic nationa-
lization of the economy commanding
grounds is vertical integration of formal
and informal nationalized property,
particularly, development and imple-
mentation of the national economic plan
to create vertically integrated, nationwide
chains of value added production, which
unite all phases of reproduction of com-
petitive goods of final demand. The process
is based on the principle “in time”. As a
result of successful implementation of the
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plan, Russia will get the economy of domestic
transnational corporations, competitive to
the largest foreign ones.

At the same time, it is supposed to
restore a vertically integrated form of
infrastructure monopolies management —
electricity, railway, aviation, sea and river
transport, fishing and housing.

The third step involves disengagement
of domestic prices and pricing from the
influence of the ruble exchange rate,
speculative foreign capital, imported
inflation and other external market factors.

For this purpose it is efficient to use the
measure, proposed by a number of experts,
to create an authorized federal agency,
which would buy most important products
of mineral-raw export by internal prices,
export them and allocate currency earnings
to the special capital fund and, thus,
increase resources real savings.

It is necessary to establish a national
Agency for foreign investments. Its main
function is to expand the inflow of long-
term, industrial-technological and
infrastructural investments, not taking
into account the inflow of short-term
speculative, bestowing and monetary ones.

At the same time, the Central Bank
ends the policy of ruble emission, propo-
rtional to currency returns, introduces
regulation of money supply proportionally
to the growth of domestic production of the
commodity mass, vastly expands the scale
of non-cash payments and payments of
enterprises and the population, and creates
the national payment network.

The stabilization fund is abolished. The
amount of gold and foreign currency
reserves is reduced to the normative value,
equivalent to the semi-annual volume of
goods import. The annual foreign debt
payments are taken into account.
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The fourth step involves the transfer of
the state budget entirely to the internal
sources of the revenue side and cardinal
increase in its investment potential. Key
measures are introduction and selective
application of turnover tax, progressive
income tax, tax on speculative gains and
estate tax.

Turnover tax in those sectors or activities
where it is effective, should not be used
together, but instead of value added tax.

The more detailed and comprehensive
plan of tax reorganization is also subject to
justifying calculations. It is connected with
the plan of systemic changes in trade,
banking and industrial sectors, pricing and
depreciation deductions.

Particularly, it is advisable to set up a
national fund of depreciation deductions
and develop mechanism to control its
activity. It is long-term resources, which
should be covered in the aggregate domestic
savings fund and target lending of global
neo-industrial projects.

Tax measures are important and suitable
for increasing the investment value of
profit. Tax limiters are possible.

The fifth step concerns pricing and
assumes its gradual transformation into
the planned management.

At the first stage the regulation is
established with regard to prices and tariffs
of the state-corporate sector, infrastructure
monopolies and housing and utilities. The
order of price formation is introduced:
prices are set on the basis of cumulative
costs for a 5 year period due to principles
of the common market and the break-even;
the profit and investment components are
excluded from prices; the management
mechanism and incentive system are set to
reduce costs; the centralized fund of total
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accumulation acts as a source of planned
capital investments.

The sixth step ensures the planned level
of the domestic savings share, the payback
of capital investment, their contribution to
the increase in labor productivity and
standard of living.

To do this aggregate domestic savings
are centralized. They include: a specific
capital fund to import machinery equip-
ment and job; a single amortization fund;
plow back profit; an investment part of the
state budget; some types of bank deposits;
production, machine-technical and
technological foreign investment.

The aggregate savings fund allocates
targeted money according to the single
plan of capital investments and the prin-
ciples of vertical integration and intersecto-
ral contingency. The first five-year period
is focused on the investments required
for successful implementation of the
national economic plan to form vertically
integrated value chains or largest domestic
transnational corporations, as well as
for the neo-industrial plan of high-tech
knowledge-intensive import substitution.

The branch principle of investment
lending is excluded; the private one
remains for private-capitalist way of life
within the planning of credit standards and
limits of the banking sector in conjunction
with the unified plan of capital investments.

The payoff of the planned investment
is evaluated by the size of an aggregate
value added multiplier, reproductive jobs
multiplier, hourly labor productivity and
wages.

The seventh step concerns the
management of a new model of economic
planning, connected with the macroeco-
nomic planning at the level of nationwide
corporations.
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The starting and transparent principle
of the new model of economic forecasting
and planning can be a level of productivity
and wages, but not a price conjuncture of
oil export.

Inter-industry balances are a tool basis,
such as labor, value, product, job places,
fixed assets, capital investments, export
and import balances, etc.

The eighth step is development and
implementation of the national plan of
neo-industrial import substitution,
together with the plan to form the domestic
economy of transnational corporations.
The import substitution plan should ensure
domestic production of technologically
advanced microprocessors and micro-
processor devices, super computers,
aviation and other engines, robotics,
operating systems and software, equipment
for post-oil energy, automated complexes,
machines, devices and exclusive scientific
and educational laboratories.

The ninth step is to restore and update
the unified system of mandatory state
standards of the quality of production and
consumer goods; to introduce strict
environmental regulations and standards,
as well as planning standards of recyclable
resources. It presupposes the transfer of
the mentioned system into the system
which promotes quality, ecological purity
of industries, housing and utilities services,
recycling of resources and production
without waste.

The tenth step indicates de-commer-
cialization of health care, education,
physical culture and sport; restoration of
special and vocational education; par-
ticipation of secondary and higher edu-
cational establishments in national prog-
rams; de-Americanization of humanitarian
education, particularly, economic.
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The eleventh step concerns the transfer
to the hourly system regulating labor
productivity and wages on the basis of
development of planning standards of
hourly capacity of cars, jobs and workers.

The twelfth step is to develop and
implement the economic model of
economic costs reduction that relies on
the system of incentives. Administrative
staff should get increased hourly wage rates
and bonus regulations.

The thirteenth step touches upon
reorganization of the distribution system
of agricultural and food products on the
basis of direct and licensed access of
producers or cooperatives to regional and
national trade networks. Trading licenses
can not be provided to mediators and
secondhand dealers.

We have mentioned and briefly outlined
the crucial points of the algorithm stipu-
lating specific transition from a raw
materials export model to a neo-industrial
one. Each of these items is a summary of
the more detailed program, i.e. it can be
explicated into a target program within the
national economy plan.

In our opinion, all items in the transition
algorithm coincide with the original principle
of inadmissible shock excesses in the process
of transition from the old economic system
to the new one, which considers tasks
and requirements of knowledge-intensive
industrialization of Russia.

Thus, this algorithm encourages neo-
industrialization of the national economy.

kekk

Neo-industrialization has firm theo-
retical grounds; it has no alternative; it is
urgent and realistic; it is ideologically and
politically connected with national eco-
nomic, social and labor interests. The
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algorithm to transfer from the raw material
export model to the neo-industrial is
described in the most fundamental points.
We know, of course, that it requires broad
discussion, clarification and improvement.

However, there isa neo-industrialization
platform which should be approved by the
public. Society should consolidate while
discussing the neo-industrial platform,
which is already developed and appropriate
to the personnel reconfiguration.

In the economic community that clearly
understands the urgency of new high-tech
and knowledge-intensive indus-trialization
it is important to bring together the appro-
aches and positions on topical issues of
Russian neo-industrial policy, such asthe pace
of socio-economic development, property
and vertical integration, combination of
indirect and direct methods of centralized
control, setting up a national coordination
agency, organization of system conditions
and incentives to ensure dynamic and
qualitative growth of the national economy.

We think it is time to clearly define what
Russia expects, what society it seeks, what
place in the world it wants to have and what
the value of the neo-industrial recon-
struction is. Special attention should be
given to specific measures and decisions to
replace the raw material export model by the
model of neo-industrial development of our
country. Institutional, organizational and
personnel provision of such a responsible
system maneuver should be taken into
account.

In our opinion, it would be advisable to
prepare and hold subject all-Russian
economic meeting on new industrialization.
The system solutions on the issues of
neo-industrial reversal of Russia are of
importance. To organize it properly, state
bodies, scientific and public structures,
economic publications should closely
interact. No doubt, the results of the work
done would encourage our country’s
transition to the path of dynamic economic
growth.
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On the axiomatic interpretation of the economic factors’ impact on economic growth

The world experience and Russian
transformations’ practices indicate that
the system of social relations and
interactions is a set of objective and time-
tested rules that do not require special
verifications or checks. Such axiomatic
regulations define the role and place of
scientific knowledge in the system of
public management and predetermine the
principles and rules of interaction of social
science with society and authorities.

As we speak of non-economic factors
of economic growth, we consider the
results of the long-term sociological
monitoring and try to formulate some
axioms that, according to the classical
interpretation, do not need to be proved.
Moreover, they are a fundamental basis
for further development of new scientific
regulations.

The mentioned above is directly related
to such a critical problem of modern social
sciences as an impact of various factors on
the rate and sustainability of socio-
economic development of society, its
modernization and consolidation. It
should be noted that scientists paid special
interest to the problem in the second half of
the 20th century, in the period of the global
economic recovery. At the same time,
they agreed that the main deferminants of
economic growth were not only gross capital
formation and technological progress, but
also human capital.

What was the basis of such under-
standing? It was the fact that numerous
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studies of key economic development
sources could not confirm the thesis on
the critical (and, what is more, exclusive)
role of “physical capital” accumulation
in this process, such as capital goods and
manufactured products involved in the
production of goods and services. There
Axiom 1 appears. It can be formulated in
the following way:

The complication of social reproduction
structure requires the development of new
models of economic growth, taking into
account the influence of such non-
economic resources as information, physic-
geographical conditions, institutional
structures, mass character spiritual and
psychological education, qualitative and
productive work, quality of life, levels of
culture, education, professional knowledge
and skills, health state as components of
human capital, which have proven their
ability to be “motivators” of long-term and
stable economic development.

The 2008—2009 global economic crisis,
the consequences of which the world
economy is still facing today, its manifes-
tation at the level of national economies
have brightly demonstrated the significance
of non-economic factors in the system of
anti-crisis measures and the rehabilitation of
economic growth. What is more, the scientific
community has become more interested in
the characteristics of relationship between
economic and non-economic components
of the national economies growth, in the
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development of directions and methods to
regulate and use non-economic factors.

Takinginto account these considerations
we can formulate Axiom 2: the key
imperative that underlies new models of
economic growth is economy humanization
that presupposes the priority of human
personality in the system of factors and
objectives of economic development.

This statement is not accidental, as the
essence of development is determined by
the focus on an individual, human potential
as the main wealth of any society; and the
basic objective of the country’s economic
growth is an increase in the production
of goods and services and provision of a
higher standard of living on this basis.

The problem to find an economic
growth model, adequate to national
characteristics, and ways of further
economic development is especially
critical for Russia, which economy has
been increasing mainly due to extensive
factors for a long time. The crisis of recent
years has clearly showed that the Russian
society is facing a new stage, in fact, a turning
point in its socio-economic development.

Having practically exhausted the
possibilities of the previous economic
growth model, post-reform Russia faced
the necessity to use all resources and reserves
of labor productivity more intensively. The
causes are convincing, since the goals of the
country’s socio-economic development
and conditions for it are different from
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those fifteen years ago, after the 1998 crisis.
The key objective today is not to resolve
the problem of transformational recession,
as it was at the end of the 20™ century,
but to boost sustainable and balanced
growth for further society modernization,
transition to the innovation stage of
economic development and creation of
corresponding infrastructure of the post-
industrial society.

That is why, the “The final report on
the results of expert work on urgent
problems of socio-economic strategy of
Russia for the period till 2020 states
that the further development of the
Russian Federation should be based on
two interrelated issues — a new model of
economic growth and new social policy.

However, in the current Russian reality;
there is clear inconsistency between the
economic growth and qualitative
characteristics of social development. At
the same time, the recognition of the need
to implement the humanistic approach to
economic development (many politicians
pay attention to it in their public speeches)
is accompanied with the lack of up-to-date
methods of detection and analysis.

But the estimate of economic growth in
the absence of humanization indicators is
meaningless for economic development,
as the economy growth, which does not
enhance the level and quality of life, is
contrary to its key objective of ensuring
welfare for all people and conditions
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for their self realization. Thus, we can
formulate another axiomatic statement,
i.e. Axiom 3: for true comprehensive and
detailed understanding of economy, its
processes and determining its prospects one
should apply not only economic, but also
sociological, socio-philosophical, ethical
and aesthetic categories. We speak about
the categories that consider economy in
terms of universal, fundamental values
and anti-values that form the “backbone”
of human life: good and evil, justice and
injustice, love and hate, truth and lie,
freedom and dependence. These values
and anti-values, their relations lead to
progress or degradation of the society.

Thus, there appears Axiom 4: the success
of the Russian society modernization depends
not only on the efforts of an economic and
scientific—technological nature, but also on
the improvement of social environment in
general. In the social system “society” the
economy, as its subsystem, is inseparable
from the state government, politics, spiritual
development; and the ideological and moral
condition of people cannot but affect their
economic behavior.

One can continue: society’s unity,
people’s confidence in justice and vitality
of the social system, trust in state leaders
are important to achieve the objectives.
In other words, this means social capital,
its accumulation, as the human capital
accumulation, is increasingly recognized
as a key for successful economic activity.
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Undoubtedly, one of the main condi-
tions of the post-reform economic recovery
in Russia is identification of most effective
models of socio-economic processes,
such as those that combine strong points
of market and planned economies. The
choice of the model is not only of an
economic, but also of political, ideological,
and, therefore, strategic nature. Thus,
the following statement can be regarded
as axiomatic (Axiom 5): any large-scale
changes, society transformations are
inextricably connected with the dominant
ideology of the current time, advanced
ideas, which can become a driving force not
only for the modernization breakthrough,
but also for socio-economic, technological
and moral progress of the country.

The Russian market and democratic
reforms that had started after the USSR
collapse were carried out on an ideological
basis of western countries. Life has proved
its inadequacy to the post-Soviet realities.
This inadequacy was confirmed by the
consequences of the global economic
crisis, having led to rethinking of neoliberal
views, in the West as well. Prominent
Western economists mark that “market
fundamentalism... of the last 20 years has
failed the exam dramatically” !, as a result,
“the world is watching the sunrise of a new
economic hybrid, which could be called
“state capitalism”?.

' The Global Economic Crisis: System Failures and
Multilateral Remedies. UN, New York, 2009, p. III.
2 The Economist. 2010, January 237-29%, p. 22.
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Modern states (not only our state, but
also Western societies relatively prosperous
in the social sense) fulfill important
functions to prevent and mitigate the
failures of market mechanisms. Post-
reform Russia can not solve a number of
urgent tasks without state participation. The
problems are the following: to overcome
dangerous property stratification of the
population, ruinous inflation, massive
capital and brain outflow, economically
unjustified and unfair labor payment,
ensuring the prosperity of culture, science,
education and healthcare. One should also
fight with rampant crime and corruption,
unemployment, protect interests, rights
and freedoms of all citizens.

The state social functions should take
an increasingly important place in the
ideology justifying the policy and main-
tenance of civil peace. In this respect,
the report of the International Monetary
Fund “World Economic Outlook” is very
relevant. It states that “the main lesson
of the post-Communist transformation
definitely lies in the fact that the state
institutions are critical. Market without
strong state regulation leads to the change of
irresponsible state power into unregulated
private enrichment, leading to economic
and social decline”. Thus, the acute issue
is not to define how great the participation
of the state should be in society in general

3 World Economic Outlook Supporting Studies IMF.
2010, p. 35.
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and in economy in particular, but to
ensure the quality of state participation in
economic and social spheres.

Post-reform Russia will have to draw
lessons from two-decade market trans-
formations: politic and public consciousness
should comprehend towards what society
the country is moving, experiencing
systemic transformations. Meanwhile,
nowadays the constitutional definition of
Russia as a social state remains unclear,
and the science considerations on this
issue are not formally approved. So, the
population does not have the most important
orienting point, the understanding of what
social structure the country will have in the
result of the reforms. Thus, Axiom 6 is the
following: the absence of understanding of
ultimate goals of the reforms, the lack of
ideas, encouraging people, in the society
are, in fact, not less significant obstacles
to the country modernization than research
and technology backlog.

Approval of the given axiom presupposes
another axiomatic statement. It is Axiom 7:
one can expect a system breakthrough in
economic development only when the
practical implementation of the state
course bears the population tangible fruit,
strengthens people’s confidence in the
success of the transformation.

Increasing acuteness of “hereditary”
(the 1990s) and already acquired new
problems have led to the fact that the socio-
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economic results of the second decade of
reforms, having radically changed the state
of mass consciousness and social concerns
for the better, have practically exhausted its
positive socio-psychological impact on the
society. The “Pendulum” of social well-
being has swung in the direction of the zero
mark from the mark “plus”, and its further
movement in an undesirable direction is
now constrained only due to the level of
economic and political stability, relatively
acceptable for the population, the revival
and strengthening of the international
standing of the Russian Federation and
the reunification of Russia and the Crimea.
At the same time, the current situation
in the society can be called “the effect
of scissors”: despite people’s increased
satisfaction in their material security, the
critical assessment of the existing situation is
increasing in the society. The point here is
not in mass reactions on the opposition’s
actions and state policy but in decreasing
positive emotional mood, most population
had in the period of wide support of efficient
political and economical measures. The
main reason for this is that the growth
of the population’s well-being does not
improve their life quality.

The positive socio-psychological
resource is decreasing in the society,
instead people feel injustice, shame for the
scale of corruption and dominance of
bureaucracy; they feel helpless to influence

50

3(33) 2014

what is happening. The consequence is
growing feelings of aggression among our
citizens.

The adverse moral and psychological
climate in the society is fostered by a
significant share of those (40%) who think
that they have a low level of life and can not
expect social guarantees covering sickness,
old age, unemployment and disability. It is
not accidental that the post-Soviet reforms
reduced their confidence in the future.

The Russians’ generalization of their
personal situation in post-reform Russia
is their own assessment what they gained
or lost in the reforms of the last two
decades. The share of those who gained is
very small, itisonly 10%, and in two and a
half times less than the share of those who
lost (25%). Another third can be called
“even hands”, they neither gained nor lost.

The rapid growth of social aspirations
of our citizens due to the sharp social
differentiation and social inequality in
spheres of life undermines the achievements
of recent years, as the gap between real and
desired status for most people does not
only preserve, but also increases.

The Russians’ assessment of their
achievements in various spheres of life
suggests that they stand a better chance to
achieve success at the micro level: in the
family, with their friends, in the sphere
of entertainment. The situation at the
macro-social level is much worse: not
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Table 1. Type of the state in relation to the economy,
to the greatest extent meeting the interests of Russia, %

Type of the state

State that restores the centralized regulation of economy and controls prices 28

State that minimizes its interference in economy and gives maximum freedom to private initiatives 9

State that restores the public sector of economy, while expanding
private economic and political opportunities of citizens

41

for what has happened in Russia and conducts tough policy

Type of state is irrelevant; the country needs a leader who takes full responsibility

22

many citizens have a prestigious job,
career or their own business, although their
significance in the system of values of the
population is constantly growing.

The social feeling of many citizens is
mostly deteriorated due to decrease in
social mobility. The Russians have few
possibilities to improve their social status
by themselves, by changing their location.
One can single out such rare exceptions
as citizens, having moved to villages, and
residents of big cities, having moved to
towns with smaller population.

Mobility is characteristic for different
generations to different extents, and, as a
rule, it is people under 30 who move to
another town. Although, today young
people demonstrate high levels of mobility
(13% of the group up to 30 years have
moved to the present place of residence
during the last decade), they still lag behind
the group of over 40—45 in their youth. It
demonstrates insufficient use of potential
mobility of Russian youth and ambiguity
of ideas about necessary mass import of
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labor force from abroad into Russia when
the country has a huge domestic resource
of labor force rearrangement.

The vast majority of Russian people
have insisted since the first reforms that
the state should dominate in both economic
and social spheres. Society supports
neither the liberal model of social policy,
which implies minimum interference of
the state in the social sphere, nor free
market economy in which everything
depends on private actors. The population
has recently preferred the model, when
the state provides everybody with a certain
minimum, and then a person achieves
everything himself/herself.

In the Russians’ opinion, the effective
economic model of the country should be
based on mixed economy with a leading
public sector (fab. 1).

This means that all strategic economic
sectors should be controlled by the state,
and private management of various
enterprises should be combined with state
monitoring over them. If we appeal to the
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famous historical period, the model, the
Russians crave for, is similar to Lenin’s
NEP, a state capitalism model.

Despite considerable government
efforts to enhance the situation in the
social sphere, the population gives quite a
moderate estimate of authorities’ actions
in this field. Alongside with known flaws
and failures, it is also caused by the fact that
the social policy concept is still uncertain
and controversial not only for experts, but
for the population as well; the limits of its
capabilities and responsibility are not defined
in political or public aspects. Another critical
problem has not been resolved yet: the choice
of targets appropriate to the state of post-
reform society.

According to the strategy of social-
economic development, global experience
offers several approaches to the social policy
development, including two major —
American and European (Rhine) ones. The
differences between them are mediated by
the impact of many factors, mostly by the
levels of economic development, features
of government and civil society structures,
historical and cultural traditions, etc. After
the collapse ofthe USSR inthe early 1990es,
in the difficult circumstances of transition
from paternalism to a new paradigm, based
on market distribution mechanisms, the
Yeltsin regime has adopted an American
model of social development. Such a model
corresponded to qualitatively new conditions
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of socio-economic development of post-
Soviet societies and Russian mentality least
of all. The reason for it is its basic features:

* minimum interference of the state in
economic life, the importance to solve
social problems is reduced;

* poverty is not a key problem, it does
not require state interference;

* intention of the state that is transferred
into the strategy of citizens’ economic

b1

behavior to “to raise money”, “knock up
a fortune” quickly;

» absolutization of the principle: to
impose huge taxes upon the rich means to
decrease investment, and to give more
money to the poor means to discourage
them to work.

The Russians have felt deplorable
results of the American model implemen-
tation for two decades. Deep social
differentiation, emergence of social
inequalities in all spheres of social life,
fall of civic engagement of the population,
tendencies of consumption and rampant
crime are just some negative social
“outcomes” of the American model that
have turned out to be large-scale and
painful in Russia.

One can only regret that the 1990
Russian reformers rejected a more appropriate
model that takes into account our country’s
history and Russian mentality.It is a
European model, characterized by experts as
“capitalism with a human face”. Germany,
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Switzerland, the Netherlands, Sweden,
and partly Japan follow the mentioned
model.

Unlike the American model, the
European one pays much more attention
to social problems. Public interests and
social partnership mechanisms are in focus.
The true wealth of the country is qualified
employees, regarded as a driving force of
production and economic modernization.

If the American model focuses on the
almost complete exemption from economic
and political restrictions in the market, the
European model provides mechanisms
to “integrate” market in the system of
public administration. Great importance
is paid to balancing “socially dangerous”
tendencies of capitalism, which lead to
monopolization and mass inequality.

The key issue of Russian social policy is
not the amount of resources directed at
solving urgent social problems, but the
character and effectiveness of the implemented

In this context there are four possible
functions or “supertasks” of social policy
that have a direct impact on the choice of
goals, methods and priorities of its
implementation:

* ensuring social and political stability;

* targeted aid to the poor (humanitarian
function of social policy);

* ensuring the country’s competitiveness
on the global stage;

* ensuring the society’s integration, its
internal solidarity and unity.

When the dominant function of social
policy is stability, the resources are directed
primarily to those social groups that can
protest or support opposition structures.
In turn, the super-task of the humanitarian
mission improves the targeting of social
assistance and preferential attention to the
poorest groups (that is constantly declared,
but not yet implemented).

When in the modern world social policy
is a powerful tool to enhance the quality of

measures. human capital and ensure its competitiveness
Table 2. The Russians’ views on the state role in the social sphere, %
State should not interfere in the lives of citizens, everyone relies only on themselves 2
State should help the weak and the helpless 12
State should ensure certain minimum, and everyone has to gain the rest himself 45
State should provide full equality of all citizens (property, legal, political) 41
Table 3. The Russians’ views on the models of social protection, %

State should provide assistance only to the unemployable (the elderly, disabled, orphans) 12
State should provide targeted assistance to some other population groups who are 32
in a difficult position (the unemployed, poor families with children)

State should protect all the poor 50
Social protection should be carried out mainly at an enterprise 2
People have to solve their problems themselves and do not to rely on the state 4
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internationally, investment in human
capital becomes a priority. Such stumbling
points as quality education and health
services should be in focus in Russia.

Finally, when social integration and
nation consolidation are in focus, the state
has to comprehend what the society (or, at
least, most people) considers as socially
equitable and socially unjust, and then
appropriately to build social policy.

Naturally, different types of resources,
their different amounts and methods of use
are required to implement different models
of social policy.

The development of social policy, meeting
the expectations of Russian people, is
complicated by the fact that the authorities,
considering the population’s views on the
optimal social policy model, rather rely on
myths than on data of real expectations of
different population groups.

Meanwhile, the results of numerous
sociological researches show that most
Russians have made the state responsible
for the situation in the social sphere. It is
important to understand that our people
consider the state’s participation in solving
social problems not as direct coercive
interference, but as establishment of “rules of
the game” and control over their compliance.

The available data (7ab. 2) suggest that
most Russians’ assessments of the optimal
model of management in the social sphere
can be expressed in two definitions:
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1. The state should ensure certain
minimum, and everyone has to gain the rest
himself. Nowadays, this view is shared by
45% of the population, representing a
variety of socio-professional and demo-
graphic groups.

2. The state should provide full (eco-
nomic, legal, political) equality to all
citizens. This view is shared by 41% of our
citizens, which, first of all, elderly rural
residents who get government transfers, as
well as non-working pensioners and low-
skilled workers.

However, it is clear what models of
social protection, including those with
state participation, are most preferable for
citizens. Thus, only a small percentage
of respondents (6%) believe that
social protection should be primarily
implemented at an enterprise or people
have to solve their problems themselves
and do not rely on the state (zab. 3).

The idea of justice has always been one
of the key notions in the Russian socio-
cultural model. Today it is very important
for the population concerned about
the future of the country. The slogans,
indicating the Russians’ dreams about this
future, have the following components:
social justice, equal rights for everybody,
a strong state that cares about its citizens.
More than half of the population supports
such a synthesis of the ideas, other options
lag behind significantly.
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At the same time, the dream of the
Russians to live in fair and reasonably
organized society (it is one of three main
current dreams!) is closely connected with the
dream of securing human rights, democracy
and freedom of expression, as well as with
the idea of a strong state capable of ensuring
order in the country*. It demonstrates a
remarkable link “government and justice”,
existing in the minds of our fellow citizens:
those who would like to live in a fair society,
consider the state as the main actor ensuring
this justice.

According to the sociological surveys
data, the semantic content of such an
important idea of social justice can be
different. What do Russians consider as
fair and unfair when assessing their current
domestic situation?

The vivid negative indicator is the fact
that nowadays the overwhelming majority of
the Russians mark great differences in
incomes (83%). At the same time, two-
thirds of our citizens believe that the system
to distribute private property, prevailing
in the country, is unfair; the similar share
of the population states that people do
not receive worthy remuneration for their
labor skills, abilities and qualifications.
More than half of Russian people (54%)
believe that, taking into account their
qualifications and harsh labor conditions,

4 O chem mechtayut rossiyane: ideal i real'nost' [What
the Russians Dream about: Ideal and Reality]. Edited by
M.K. Gorshkov, R. Krumm, N.E. Tikhonova. Moscow: Ves'
Mir, 2013, pp. 311-324.
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they receive at work much less than they
deserve’.

Thus, Russian people estimate excessive
differentiation of income and inequality in
the distribution of private property very
negatively. It is important to note that
current social inequality seems unfair to
all social strata regardless of their levels
of life and their well-being dynamics. As a
consequence, the Russians, when evaluating
the current situation as just or unjust, more
often take into account the ideas about fair
society than their personal interests; and this
idea discloses a normative-value model that
does not only prevail in the country, but also
has its own, sometimes invisible influence on
the population’s responses to the government
actions.

The social structure of the post-reform
Russian society presupposes that social
expectations of most citizens are mostly
connected with the state (fab. 4). There
are still @ number of “socially weak” groups,
in fact uncompetitive in the labor market.
1o maintain any acceptable standard of
living they rely on the state assistance. This
situation will persist for a long time.

The core of the Russian normative-
value system is state social services. Hence,
Axiom 8: the government’s commitment to
provide citizens with social services is,
in fact, a basis for the whole system of
relations in Russian society, a basis for

> Bednost' i bednye v sovremennoi Rossii [Poverty and
the Poor in Modern Russia]. Edited by M.K. Gorshkov and
N.E. Tikhonova. Moscow: Ves' Mir, 2014, pp. 277-295.
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Table 4. Number of main social strata of the Russian society, %*

Social strata

The distressed

7

Having low income 48
The middle class 23
The well-to-do 19
Having high income 3

Moscow: Novyi khronograf, 2014.

* For more information, see: Tikhonova N.E. Sotsial' naya struktura Rossii: teorii i real'nost' [Social Structure of Russia: Theory and Reality].

state legitimacy and citizens’ readiness
to meet the government requirements. In
the framework of this model, the social
function of the state always dominates over
the economic one, since such symbiosis is
based on the notion that the strong (the
state) is responsible for the weak (a person).

On the one hand, the dominant socio-
cultural model hinders the neoliberal social
policy in Russia and the implementation
of the state key task to ensure “targeted
assistance” to the most needy. In this case
the state is not responsible for other social
groups. But, on the other hand, the idea
is connected with the idea of the social
state, proclaimed in the Constitution of the
Russian Federation and widely developed
in Europe.
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However, many Russian people do not
still understand that the implementation
of the social state ideas has nothing to do
with philanthropy and promotion of a
welfare mentality. After all, the social
welfare state considers the economic
efficiency not as an ultimate objective but as
a means to meet the material and spiritual
needs of the citizens.

Therefore the main task of social policy
is not to distribute benefits, but to provide
people with conditions for free activity.
They can create these benefits and take
care of themselves and their families. The
paramount directions of the state social
policy are to create conditions so that
everyone can have the opportunity to get
education, profession, a work place, save
up and acquire the property.
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Abstract. The article analyzes the “window of opportunities” to overcome the demographic
crisis through the actualization of intensive approach to the implementation of demographic policy.
The main areas of this approach, according to the author, include the redirection of demographic
policy from the quantity to the quality of the population, the accumulation and realization of
human potential; the adjustment of migration policy taking into account the strategic interests of
the indigenous peoples of Russia; the provision of support to traditional values of the Russian people
with regard to family life and happiness. The transition to intensive demographic policy can serve
as a long-term basis for improving the demographic situation.

Key words: demographic policy, extensive and intensive approaches, quality of the population,
migration, traditional values.

The current demographic situation in  lies in depopulation, which is figuratively
Russia is considered to be in a state of  called the “cross that the Russians have to
crisis. The reason for such grave assessments  bear”: birth rate in Russia is lower than that

* The article was prepared with support of the RHSF (project No. 14-02-00188).
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The transition from extensive to intensive demographic policy

in developed countries, and mortality rate

is higher than that in underdeveloped ones.

Total natural population decline in
Russia over the last 20 years was 13.4
million.

The long-term negative dynamics of
demographic processes has been contained
currently due to implementation of the
measures set out in the Concept for
demographic policy of the Russian
Federation for the period until 2025. The
levels of Russia’s demographic development
for 2015 approved by the Decree of the RF
President in 2007 were reached earlier. Life
expectancy at birth increased from 67 to 70
years in 2007—2013 (with the remaining
11-year gap in this indicator for men and
women), the total fertility rate increased
from 1.3 to 1.7 children per woman. Over

the last 20 years the year 2013 was the first,
in which Russia’s population has increased
(fig- 1.

Certain measures aimed at family
support, adopted in 2007 and focused on
providing the so-called federal and regional
maternity (family) capital (MFC) turned
out to be efficient. Birth rate in this period
was growing rapidly, even under the crisis.
The measures were effective despite the
skepticism of many demographers; it
was confirmed by the census data, which
recorded the growth in the share of large
families from 6.6 to 7% for 2002—2010.
An important part of the MFC program
consists in the annual increase of the capital
due to its indexation. The size of MFC has
grown from 250 thousand rubles in 2007
to 429 thousand rubles in 2014. The law

Figure 1. Overall rate of natural population movement
(Russian Federation, per 1000 population)
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Source: Rossiya v tsifrakh: stat. sb. [Russia in Figures: Statistical Digest]. Rosstat. Moscow 2013.
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establishing the procedure of adjustment
for inflation has been adopted.

At the same time there has been an
outspread of abuse related to MFC. For
example, the survey of the focus group
produced the following answers: « Now we
see that the Government is carrying out the
right reforms; however, the law has been
adopted, but when it comes to its practical
implementation, all of these reforms are
being distorted. Forinstance, now land plots
are allotted to large families, but where?
One is located closer to town, and another
is 100 km far from town, and the owner just
would not go there, everything is so distorted.
Andwhat about the maternity capital? There
are a lot of ads everywhere like “we will help
you get the maternity capital”, it turns out
to be a deception; but the most interesting
fact is that the very officials, judges, and
the Procuracy see these advertisements and
no one cares. And how many families are
there that have no money at all, a mother
is happy to get at least 50 thousand rubles
and 250 thousand are taken from her»'.
In February 2014 A.G. Khloponin,
Presidential Plenipotentiary Envoy to the
North-Caucasian District pointed out
that there were 110 thousand «fictitious»
children in the District, which means
that the certificates exist and the children
themselves do not.

Despite the costs, it is expedient to
extend this generally efficient program of
maternal (family) capital for 2017—2025,
to widen the spheres, in which MFC
can be used; to provide a wider choice of
measures that could actually improve the
living conditions of families with children.

' The surveys of the focus-groups were held in 2012
in Kirov and Tyumen under the supervision of RAS
Corresponding Member V.L. Shul’ts and V.V. Lokosov.
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The successive results achieved in the
demographic situation should not be
misleading, since they are in many respects
temporary and unstable and, most
importantly, they do not eliminate those
depopulation factors, which emerged in
the previous years. Most experts have no
doubt concerning the onset of the “second
stage of depopulation”. The “demographic
pit” associated with the small number
of young generation, born in the 1990s,
brings negative changes virtually in all the
spheres of economy and social life. The
forthcoming change in the age structure
of the population is a challenge to Russia’s
security.

The increase in the overall fertility was
caused not only by the implementation of
measures aimed at stimulating the birth
rate, the implementation of the priority
national project “Health”, but also by the
increase in age-specific birth rates and
favorable shifts in the sex-age structure
of the population (achievement of the
reproductive age by the young people, born
in the 1980s).

After 2010, the number of women of
childbearing age is decreasing, because
small generations born in the 1990s reach
active reproductive age. In 2012 the number
of 10—19-year-old women was 1.7-fold
less than the number of 20—29-year-olds.
Forecasts show that in the next 10 years,
there will be an almost twofold decline in
the number of women of active reproductive
age of 20—29 years, who account for more
than 60% of all births (fig. 2).

First of all it will affect the working age
population. For 10 years it will decline by
almost 7.7 million people, and the demo-
graphic burden on the able-bodied popu-
lation will grow by 30%. As a result, there
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Figure 2. Number of female population of reproductive age (Russian Federation, million people)
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will be an increase of burden on health
care, pension and social security.

The number of army draftees and
college entrants will reduce.

Itisunlikely that in the near future there
will be an increase in the number of
families with many children that are
necessary to preserve population. Among
families with children, as before, there are
mostly one-child families — almost 2/3 of
all households with children [3].

The improvement of standard of living
and quality of life, so that people will be
able to implement their reproductive
intentions through the family’s own
resources, is a priority task for social policy.
However, the minimum wage rate (MWR)
does not correspond to Article 2 of the
Labor Code, which stipulates that wages
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should provide a decent level of life for a
worker and his family. According to the
calculations made at the Institute of Social
and Economic Studies of Population at the
Russian Academy of Sciences, the increase
in the level of relative poverty at the birth of
the first child is 8 percentage points, at the
birth of the second child — 14 percentage
points, at the birth of the third child —
21 percentage points. The scale of child
poverty is 10 times higher than the Western
European indicators. In comparison with
childless families, families with children
live in cramped housing conditions in
2.5—3.7 times more often. Therefore, 96%
of maternity capital goes to the purchase
of housing.

“The national strategy of actions for the
benefit of children for 2012—-2017”

Economic and social changes: facts, trends, forecast
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approved by the Decree of the President
of the Russian Federation of June 1, 2012,
highlights the main issues in the sphere of
childhood such as the high risk of poverty
at the birth of children, especially in
families with many children and in one-
parent families; disparities between the
Russian Federation subjects with regard
to the volume and quality of available
services for children and their families.
The strategy envisages the development
and adoption of a federal law that defines
the fundamentals of state policy in the
sphere of family, as well as the formation
of a system for monitoring and statistic
accounting to assess the effectiveness of
social and family-related policy in the
sphere of motherhood and childhood.
The planned measures to reduce poverty
among families with children include the
development and adoption of minimum
state guarantees in the field of income
and social services defining the main
indicators of the quality of life of families
with children; the improvement of the
system of tax deductions for families
with children, and other measures [13].
Currently, according to the studies of
people’s reproductive plans, the main
obstacles for the birth of children in Russia
can be found in the financial and housing
difficulties, lack of confidence in the future.
These difficulties are pointed out equally by
interviewed men and women [11].
Scientific community should discuss the
necessity of establishing decent wages; and
the development of standards for economic
security of families with children is useful in
practice [8]; but, taking into consideration
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the fact that the natural-resource model
of the country’s development is not
efficient anymore, and that there exist
certain objective difficulties in economic
growth, it would be unwise to forecast
the achievement of significant results
in creating the social state in the near
future. Rather, the process is opposite.
The reduction of the government’s
social obligations is accompanied by
the commercialization of health care
and education. According to Rosstat, in
2011 15% of the Russians aged 15 and
older were not able to receive medical
care because they were not able to pay
for it. In 2010 the share of students who
study with full reimbursement of costs
was 30% in the system of secondary
professional education, and 63% — in
higher education.

Without diminishing the importance of
enhancing the standard of living and
quality of life, it is difficult to reverse the
demographic situation only by
implementing extensive measures of
demographic policy, such as financial
stimulation of fertility and improvement
of healthcare. The vector of effective
demographic changes should be sought in
the actualization of intensive demographic
policy. It is possible to highlight three main
interrelated directions in this policy.

The first direction. The shift of
demographic policy priorities from the
number of population to the quality of
population, and to accumulation and
realization of human potential.

The quality of the population (human
potential) identified through indicators of
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health (understood, according to the World
Health Organization (WHO), as physical,
mental and social health), education and
culture, is currently a major factor in
economic development. In particular, the
analysis of socio-economic achievements
in developed countries shows that the
growth of national GDP in recent decades
was largely due to the improved health of
population in these countries.

In this country the physical health of
the population, on the contrary, is deterio-
rating. Children’s health is deteriorating
even faster: the health of each new
generation is worse than the health of the
previous generation [9, p. 74-79]. The
analysis of the results of a longitudinal
study (1995—2010) of children’s health
and development conducted by ISEDT
RAS in the Vologda Oblast, leads to similar
conclusions [14, p. 108].

There is a gradual increase in childhood
disability: it occurs both in absolute value
and in terms of the level of disability. In 2007
the level of primary disability in children
at the age under 3 was several times higher
(43.6 per 100 thousand children) than at the
age of 15—17 (12.4). Eventually, the number
of children with serious diseases increased
[6]. The share of children constituting the
first group of health, i.e. with no deviations
for all the health evaluation criteria, has
decreased from 49% to 9% for 25 years.

The incidence rate among children and
adolescents, significantly affecting the
implementation of reproductive function,
arouses concern. According to experts,
70% of girls and 50% of young men have
problems in the reproductive sphere; one
in five teenagers in the future will not be
able to have children.

The age of mothers, who give birth to
children, is increasing steadily in Russia.

Figure 3. Mortality among working age men* due to external causes
of death™ (number of deaths per 100 thousand people)
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The postponement of birth shows a more
conscious approach to childbearing, a
desire to “settle in life” first. However, this
will have a negative impact on the dynamics
of fertility. As a person grows older, his/
her reproductive health deteriorates, i.e.
delaying the birth of children can lead to
deterioration in children’s health, or to
inability to have them.

Social health defined by the indicators
of deviant behavior, often exceeds their
maximum critical (threshold) values.

Deviant behavior has become a wides-
pread phenomenon and it directly affects
the increase in mortality, primarily among
working age men. Russia ranks first in the
world by the number of smokers — 39% of
the adult population (2011). According
to the Ministry of Health, about 288
thousand people die prematurely from
smoking tobacco in Russia. Due to this, the
country’s economy loses about 1.5 trillion
rubles or 3.5% of GDP every year.

Over 2 million alcoholics are registrated
in dispensaries; 3.3 million Russians have
mental health disorders. According to
various estimates, the number of Russians,
who consume narcotic and toxic substances
on a regular basis, exceeds 3 million people.
Itisimportant that there isa “rejuvenation”
of all forms of social diseases and 80% of
Russians aged under 30 are drug addicts.
According to Rosstat, about 100 thousand
Russians aged 15-30 die from drug abuse
every year. Because of these premature
deaths the society annually loses about 300
billion rubles of investment in education
and training, regardless of lost profit from
the loss of workers.
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Human losses from accidents, poi-
soning, homicide and suicide resemble
military communiqu’s. For example,
according to the WHO, the figure of 20
suicides per 100 thousand population is
considered extremely critical for social
health. This threshold was exceeded in 2-4
times among working age men in Russia
(fig. 3).

However, the changesin many indicators
of deviant behavior are positive. Healthy
lifestyle is coming into fashion and is
becoming part of everyday life of the
Russians. The Sochi Winter Olympics,
active promotion of sport and healthy
lifestyle, revival of GTO (All-Russia
physical culture training program) contri-
bute to reduction in mortality from exter-
nal causes and promote social health. The
official figure is 40% of the population
that will soon be regularly engaged in
physical training and sport. Being in poor
physical shape becomes “indecent”. The
government’s paternalistic care became
a thing of the past, and today the loss of
health often leads to the social bottom. It is
difficult to win a competitive struggle for a
jobif one has bad habits. A new work culture
and discipline is gradually introduced.

Russia maintains its leading position by
some quantitative indicators of educational
and professional potential of the population.
The level of secondary and higher profes-
sional education among the population
aged 25—64, corresponding to the Inter-
national Standard Classification (ISCED-
97), is higher than that in most developed
countries of the OECD — 26.9%.
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In 2010 the number of students per
1000 people in Russia was 65 people, and
it remained one of the highest in the world.

However, the quality of education is
declining. According to the Knowledge
Economy Index developed by the World
Bank, Russia ranked 55th among 145 states
in 2012. One of the negative indicators
is the value of Education and Human
Resources Index that reflects the level
of education and the skills for creating,
disseminating and using knowledge.

The process of accumulation of human
potential is ineffective: 60% of Russians do
not work by their specialty; the accumulated
actual education in every one out of five
employees is redundant [4]. This is due to
the unsolved problems of diversification
of the Russian economy, regulation of
wages, financing of education and science.
According to opinion polls conducted by
ISEDT RAS, people in the prime of their
working age (from 40 and older) begin to
feel a reduction in the standard of living,
although their professional experience and
physical capacity should have led to the
opposite trend.

The second direction. Adjustment of
migration policy taking into account the
strategic interests of the indigenous peoples
of Russia.

The forecast return to depopulation can
once again turn immigration into the main
source of population increase in the
country. In absolute terms, Russia ranked
second after the USA by the number of
immigrants; in relative indicators Russia
was also on the second place in the world
after Germany. Over the last two decades
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migration growth in Russia compensated
for more than half of the natural decrease
of the Russians. International migration
fully compensated the loss of demographic
potential in 2011—-2012.

Despite the indisputable importance of
immigration, the disputes between those
who consider it important for the solution
of demographic and economic prob-
lems, and those who see it as a threat
endangering the native population, remains
acute. The arguments of those, who
support immigration, are simple. Russian
demographer A. Vishnevskii argues:
«Immigration is the only real resource that
can now become a source of preservation
and increment of the people» [2]. But
historical experience of the last decades,
the experience of Kosovo, Ukraine,
the recognition of the failure of the
multicultural doctrine by leading politicians
from Germany, France and Britain make
us treat with caution those simple benefits
that immigration brings, and consider
certain long-term consequences and risks
it carries. The ethnic structure of society is
no less important for its life than its class
or age structure.

Each society has its own extremely
critical (threshold) indicators showing the
extent of resettlement of people of different
mentalities and cultures, and in this
context, immigration can become a threat
to the country’s socio-cultural security.
National (ethnic) and migration policy are
like communicating vessels. For example,
it was found that in the German army the
number of immigrants from the former
Soviet republics should not exceed 10% of
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the total number of servicemen, otherwise,
the risk of reduction in the fighting effi-
ciency of the units can increase. A shy
political correctness on this issue, the
ban on obtaining statistical information
concerning the ethnic composition of
migrants and ethnic crime only imitate the
preservation of a friendly status quo.

Accordingto sociological data, Russians’
public opinion on important «points of
growth» in demographic policy is focused
on the «increase in the birth rate of the
Russia’s indigenous population» — 51%;
followed by «reduction of mortality» — 26%;
«prevention of people’s outflow abroad» —
11%. The attraction of migration resources
is unpopular: it is supported by only 4% of
respondents®. The survey, conducted by
the Research Center Superjob.ru shows
that almost every fifth Russian has already
felt the competition with those arrived
from Central Asia [11]. And the lower the
income of the respondents, the more they
felt this competition. A sociological survey
by the Levada Center also revealed the
discontent of the Russians: in 2012 70%
of respondents said that the government
should limit the inflow of outsiders to the
country [7].

The socio-economic and socio-cultural
consequences of the large-scale attraction
of migrants in Russia in modern conditions
are mostly negative. Moreover, according
to experts, the actual influx of immigrants
is a lot greater, because “the state statistics
of migration in Russia has lost one of the

2 You can find out more about these data from the
materials of the information-analytical collection “Modern
social-demographic processes in public opinion” [12].
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fundamental advantages: the unity of
methods for collecting primary data in
the country” [10, p. 217]. According to
expert estimates, there are nine illegal labor
migrants per legal one in the country. The
increase in the number of unskilled workers
in the domestic labor market leads to a
decrease in the quality of the country’s labor
potential. The official goal of creating and
upgrading 25 million highly productive jobs
is unlikely to be achieved of the government
continues pursuing the current immigration
policy.

The third direction. Provision of support
to the traditional ethnic group of the Russian
people, promotion of the value of family life
and desire to have many children.

Russian society remains oriented
toward traditional values, and therefore,
it has the necessary demographic potential.
The analysis of empirical data shows
that the determination to have a certain
number of children depends more on
parents’ wishes to have children, on
subjective values rather than on the
perception of quality of life that promotes
or hinders these wishes [1, p. 36-41].

In a sense, Russia remains a peasant
country. And it is not because a large share
of the population — 25% — lives in rural
areas, 40% of citizens have private
subsidiary plots. A more important fact is
that urbanization in the Soviet period was
so rapid and peculiar, that the significant
share of citizens continued to live by
the rules of traditional community with
its ties of relationship, neighborhood
and other affections. Urbanization in
Russia was accompanied not by the
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individualization of traditional society,
but it rather preserved a «patriarchal
character» of social practices.

There is an increase in the level of reli-
gious affiliation of the population, i.e. in
the share of «believers» — people acting in
compliance with the canons of one religion
or another. According to ISPR (Institute
of Socio-Political Research) RAS, it was
29% of the adult population in 2011.
These are people, for whom the Orthodox
values and lifestyle become significant; it
is reflected in their attitude to the family,
to the birth and rearing of children and
rejection of abortion. Together with
the Orthodox community the Muslim
Ummah is expanding: about 16 million
people in Russia belong to ethnic groups
that traditionally practice Islam. Without
exaggerating the significance of the
religious factor, we can state that its socio-
demographic role is increasing.

Birth rate is associated with a traditional
pragmatic interest in having children as a
future support in one’s old age. As a result
of reforms, Russia’s older generation
was largely left to its own devices; that
is why the “pragmatic interest” toward
the birth of children can be revived.
This interest is supported by anomy
in the society, when the ties of kin and
“community” often become mandatory
for social survival under new conditions.
The role of biosocial, population function
of society is increasing; it also encourages
people to have children.

Despite the liberation of modern sexual
relations, the absolute majority of Russian
citizens and young people do not question
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family values and childbearing. Long-
term studies of value orientations, in
particular, the monitoring “Our present-
day values and interests” supervised
by N.I. Lapin, the monitoring by the
Institute for Comparative Social Research
supervised by V.G. Andreenkov showed the
priority of the family as a most important
value. Equal contractual participation of
husband and wife in the family budget;
feminist aspirations to fix in legislation
the gender equality in everyday life; the
legalization of homosexual marriages and
many other developments relating to the
second demographic transition in Europe
do not have wide social support in Russia.
Of course, population growth is neces-
sary, but one should not overly dramatize
this need. The following question arises
naturally: does the country need to
implement the extensive and quantitative
approach to handling the demographic
crisis, often at the cost of health dete-
rioration or excessive immigration? Why
should we set a goal of “catching up with
and overtaking” the demographically
developed countries, when it is the people
capable of creativity and self-organization
that make their society competitive in
the modern world? The Russian Empire
and the RSFSR of 1930s had about 100
million people, and that was enough to
preserve state sovereignty and identity.
According to various estimates, labor
productivity in the Russian economy is
about 30% of that in the U.S. The total
level of environmental pollution per unit
of output in Russia is 2.5—3 times higher
than that in developed countries, total

Economic and social changes: facts, trends, forecast



DEVELOPMENT STRATEGY

V.V. Lokosov

consumption of materials is higher in
1.5—2 times. These figures result from the
labor of millions of people, and a highly
organized society does not need such labor.
There is no problem of labor shortage in
Russia. It has another problem — the deficit
of high-qualification jobs and the lack of a
modern system of continuous training, first
of all, for workers and technicians.

The reasons for depopulation in the
Russian society are “unnatural” and are
closely associated with the negative conse-

quences of neo-liberal transformation of the
society. The changes in mass consciousness
due to the consequences of the reforms have
not rooted deeply in the people’s mentality.
Moreover, predisposition to traditional
values is strong in the Russian market
conditions and under the primitivization
of social relations. The transition from
the extensive to intensive demographic
policy can serve as a long-term basis for
improving the demographic situation in
modern Russia.
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Abstract. The article shows that the main factors constraining socio-cultural modernization are
social inequality and low standard of living. A swift modernization development requires the presence
of a favorable environment that gives an impetus to the society for modernization, as well as certain
(modern) level of innovation, technological and socio-cultural development. In addition, the
advantages and problems related to the assessment of modernization in the regions of the Federal
District, based on the methodology developed at China Center for Modernization Research, the
Chinese Academy of Sciences. Modernization is considered as a process that leads not only to
technological and innovation progress, but mainly to favorable changes in society and to the
improvement of human potential with the preservation of traditions and cultural heritage. The study
has found out that the hampering of modernization in the Northwestern Federal District includes two
aspects: economic and cognitive. For most of the territories the main reasons hindering the processes

* The article was prepared under the RHSF grant “The assessment of the influence of income inequality on the level and
pace of socio-economic modernization in the regions” No.13-06-00898.
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of modernization are lack of resources, low share of industries with high added value, low level of
development of R&D sector. We also note that one of the most acute problems lies in extremely
high level of regional differences. The level of life in the regions differs in several times, which also
impedes modernization in all Russia’s territory. Social inequality in the society is deepening due to
the fact that many social institutions that are to serve as the means of social mobility do not work.
Due to the above problems, modernization requires political will and effective public administration.
The main task of the government that speaks about modernization is to conduct a forward-looking
policy and institutional reforms aimed equally at the development of innovations, new technological
structure, and the development of civil society, cultural values and standards that allow people to
realize their potential to the fullest extent.

Key words: modernization, socio-cultural dynamics, subjects of modernization, population.

The transition to innovation develop-
ment, promotion of economic growth and
structural changes in the economy have led
to the increase in the role of human capital
and socio-cultural determinants. Socio-
cultural change is a complex, multifaceted
process that has many different aspects,
each of which can become an independent
object of research into social, economic
and cultural dynamics. The degree of
socio-cultural development of society
can be defined when considering the
specifics of socio-cultural development
of individuals, who live and identify
themselves on a certain territory that
has its own socio-cultural features. The
current state of modern Russian society
is characterized by several kinds of social
inequality, among which the disparities
in wealth are most important. These
disparities are very important, but they
are not so obvious and transparent, and
they can be described by such indicators
as the level of income, financial capital,
production and non-production property,
including housing and land, durable goods,
luxury items, and subjective indicators.
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Ifwe look at the regions of the Northwes-
tern Federal District (NWFD), we note
that a significant gap in the income of the
richest 10% and the poorest 10% (the
decile ratio) is observed in the Nenets
Autonomous Okrug (19.9 times, tab. 1)
that specializes in mining and has large
deposits of 0il, gas and hydrocarbons, and
in Saint Petersburg (19.4 times in 2012),
which is quite natural for the second largest
city of federal importance (the decile
ratio is from 6 to 9 in developed European
countries) [10]. A moderate stabilization
of the decile ratio in recent years is caused
by the government’s measures seeking to
increase expenditures on social payments,
namely pensions and social benefits, which
contributed to the decrease in the group of
needy citizens.

The social stratification of citizens is
increasing judging by the assessment of the
Gini coefficient: its growth in the regions
in the period between 2000 and 2012 varies
from 5 to 39% (tab. 2). Especially high
rates of deepening income inequality were
observed in the Leningrad Oblast, Saint
Petersburg and the Pskov Oblast (39, 30

Economic and social changes: facts, trends, forecast
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Table 1. Ratio of the average income of the richest 10% to the poorest
10% in the NWFD regions and the RF for 2000-2012*

Region 2000 2005 2008 2010 2012
Nenets AO - 15.9 23.8 19.8 19.9
Saint Petersburg 9.4 17.5 18.3 19.8 19.5
Komi Republic 14.5 17.3 17.5 17.3 16.9
Russian Federation 139 15.2 16.9 16.5 16.4
Novgorod Oblast 9.81 10.5 13.8 14.5 15.0
Murmansk Oblast 11.6 11.6 13.6 13.7 13.8
Kaliningrad Oblast 8.1 9.1 1.7 121 134
Arkhangelsk Oblast 8.5 11.0 12.3 12.6 13.2
Leningrad Oblast 6.1 10.0 12.0 12.3 12.9
Pskov Oblast 7.5 9.6 12.0 11.9 12.2
Vologda Oblast 8.0 11.2 12.4 11.7 12.0
Republic of Karelia 7.9 9.2 10.4 10.7 11.6
* Ranked by the column “2012”.
Source: Regiony Rossii. Sotsial'no-ekonomicheskie pokazateli. 2001-2012: stat. sb. [The Regions of Russia. Socio-Economic Indicators.
2001-2012: Statistical Digest]. Rossstat. Moscow, 2001-2013.

Table 2. Dynamics of the Gini coefficient in the NWFD regions*

Region 2000 2005 2008 2010 2012 2012 1o 2000,
times
Nenets AO N 0415 0.469 0445 0445 —
Saint Petersburg 0.341 0432 0.432 0446 0443 1299
Komi Republic 0.402 0429 0431 0423 0423 1052
Russian Federation 0395 0405 0423 0421 0420 1.063
Novgorod Oblast 0.347 0.363 0.396 0.403 0407 1173
Murmansk Oblast 0.371 0.377 0.397 0.394 0.396 1.067
Arkhangelsk Oblast 0326 0.369 0.383 0384 0.389 1193
Kaliningrad Oblast 0.319 0343 0.375 0379 0.391 1226
Leningrad Oblast 0276 0352 0.379 038 0387 1402
Pskov Oblast 0.308 0345 0377 0375 0379 1231
Vologda Oblast 0318 0.364 0.382 0373 0376 1182
Republic of Karelia 0.316 0.349 0.363 0.361 0.371 1.174

* Ranked by the Gini coefficient for 2012

2001-2012: Statistical Digest]. Rossstat. Moscow, 2001-2013.

Source: Regiony Rossii. Sotsial'no-ekonomicheskie pokazateli. 2001-2012: stat. sb. [The Regions of Russia. Socio-Economic Indicators.

and 22% respectively). At the same time,
the Gini coefficient in Saint Petersburg
and the Republic of Komi was higher than
the national average.

Additional statistics on the population
inequality can be found in the subjective
assessments of people living in a particular
region. So, the results of ISEDT RAS

Economic and social changes: facts, trends, forecast

public opinion monitoring concerning
the political and economic situation in
the regions of the Northwestern Federal
District for 2005—2013 make it possible
to present the situation in dynamics in
a given region and to carry out cross-
regional comparisons. The sampling
is 5000 people from ten regions of
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Table 3. Distribution of answers to the question: “Which of the following assessments describes
your income most accurately?”* (as a percentage of the number of respondents)

Region | have enough money to buy most of the goods | At best, | have enough money to buy foodstuffs
2005 2008 | 2009 2010 2013 | 2005 | 2008 2009 2010 2013
Leningrad Oblast 61.6 70.1 72.0 73.5 63.8 38.3 29.9 28.0 26.4 30.9
Saint Petersburg 69.5 79.0 59.4 79.9 64.6 30.4 21.0 40.5 20.1 31.7
Arkhangelsk Oblast 58.2 66.4 .7 63.5 61.3 41.8 33.6 28.2 18.3 35.8
Komi Republic 55.7 70.2 53.1 63.6 63.2 443 29.8 47.0 36.5 36.7
Republic of Karelia 64.8 731 64.0 71.8 60.8 35.2 26.9 36.0 28.2 38.4
Northwestern Federal District 60.2 69.4 58.3 70.9 574 401 30.6 a7 29.2 39.6
Vologda Oblast 58.5 65.5 59.2 64.2 53.5 41.5 34.5 40.8 35.9 40.3
Murmansk Oblast 60.8 72.0 64.5 64.8 55.9 39.3 28.0 35.6 35.3 42.4
Pskov QOblast - 64.4 48.3 69.1 471 - 35.6 51.6 30.9 43.1
Novgorod Oblast - 61.0 50.7 73.S 53.6 - 39.0 49.3 26.3 46.3
Kaliningrad Oblast 50.1 721 40.3 66.4 49.7 50.0 27.9 59.8 33.6 50.3
* Ranked according to the data of the column: “at best, | have enough money to buy foodstuffs” for 2013.
Source: sociological survey carried out by ISEDT RAS in 2005-2013.

the Northwestern Federal District (the
Arkhangelsk, Vologda, Kaliningrad,
Leningrad, Murmansk, Novgorod, Pskov
oblasts, the Republic of Karelia, the
Komi Republic, Saint Petersburg). The
sample size for each region is at least 400
respondents, sampling error does not
exceed 5%. According to the research,
more than half of the population of the
Federal District (50—60% depending on
region) “have enough money to purchase
most of the goods” (tab. 3), while the rest
of the population “have enough money, at
best, to buy food”. People’s incomes have
been seriously affected by the financial
and economic crisis, which neutralized
favorable changes in the subjective self-
assessment of financial situation observed
before 2008. A sharp increase in the
proportion of low-income population
was observed in the first post-crisis (2009)
year: in the Kaliningrad Oblast and Saint
Petersburg — almost in 2 times, in the
Komi Republic and the Pskov Oblast —

in one and a half times. In 2005—2013,
the share of the “wealthy” population
decreased almost everywhere except for
the Komi Republic and the Arkhangelsk
Oblast that retain one of the highest per
capita incomes in the District.

The distribution of respondents’ answers
by social groups shows that 51—-70%
consider themselves to be the middle social
group (tab. 4). The most representative
middle group is observed in the republics of
Komiand Karelia, the least representative —
in the Murmansk Oblast. The proportion
of respondents, who identify themselves
with the top social group, is the greatest
in the Leningrad Oblast; the share of those
identifying themselves with the bottom
group is the largest in the Pskov Oblast. The
assessments given by respondents when
comparing their social status and living
standards in the region and the country
as a whole are characterized by a decrease
in the share of the upper group and an
increase in the share of the bottom group.
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Table 4. Distribution of answers to the question: “What social strata do you identify yourself
with in your city (village)?”* (as a percentage of the number of respondents)

Answer options
Region Upper group Gr?rlllgd?:r(])ve Median group Gr?rl:gd?:rllow Bottom group Dgggwérto

Leningrad Oblast 6.0 15.7 55.6 14.5 3.5 4.7
Murmansk Oblast 2.5 10.8 51.2 19.6 6.1 9.8
Saint Petersburg 2.5 12.7 58.4 14.2 2.7 9.5
Pskov Oblast 2.0 11.0 54.8 16.3 9.8 6.3
Novgorod Oblast 1.0 5.8 58.5 22.0 6.0 6.8
Republic of Karelia 0.8 6.8 66.6 191 3.0 3.8
Arkhangelsk Oblast 0.8 9.5 60.0 13.5 3.0 13.3
Vologda Oblast 0.7 7.3 55.8 20.1 6.1 101
Komi Republic 0.5 5.9 70.1 16.3 3.7 3.5
Kaliningrad Oblast 0.5 8.0 57.3 23.5 6.5 43
NWFD (identification: city/village) 15 9.0 57.9 18.6 5.3 1.1
NWFD (identification: region) 0.8 6.2 51.2 23.0 6.9 119
NWFD (identification: country) 0.8 45 41.8 249 131 15.0
* Ranked according to the data of the column “Upper group”.

Source: sociological survey carried out by ISEDT RAS in 2013.

For instance, only 5.3% of the popu-
lation consider themselves to be the lower
social class on average in the NWFD in the
scale oftheir city (village); but if we compare
this indicator with the total population of
the country, this figure increases in 2.5
times up to 13.1%. This circumstance
indicates the presence of socio-economic
problems at the regional and municipal
level (low levels of income, economic
activity and investment attractiveness
of the area, etc.). Thus, we can define
three levels of identity. The first and the
highest level includes settlement identity
(intensity of identity above average).
The second — regional identity (with
average intensity). The third level is
below average, it combines national and
universal identity.

When assessing the quality of life,
people often compare it with the life in the
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neighboring regions of the country;
therefore, the issues of regional disparities
and differentiation between Russian
regions are reflected in the socio-economic
and geographic location of their territories.
So, according to subjective assessments
of the respondents we can conclude that
quality of life in Saint Petersburg, in the
Kaliningrad and Leningrad oblastsis higher
than in other regions of the Northwestern
Federal District. One in three people in
the Pskov Oblast and 28.3% of respondents
in the Novgorod Oblast thinks that he/she
lives worse than their neighbors (7ab. 5). On
average, the share of positive and negative
answers in the Federal District is balanced:
as suggested by slightly less than half of
the respondents (45.5%), it all depends on
the example of comparison. It means, we
can conclude that in general the District
inhabitants are satisfied with the quality of
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Table 5. Distribution of answers to the question: “In your opinion,
do the residents in your region live better or worse than the residents
in the nearby regions?™* (as a percentage of the number of respondents)

Answer options
Reglon They live better pey;ii I;\:]ed tﬁfgg:}ﬁ;ﬁiﬁ;i%ﬁﬁ They live worse | Difficult to answer

Saint Petersburg 481 35.2 3.5 13.2
Kaliningrad Oblast 29.5 32.5 18.0 20.0
Leningrad Oblast 28.4 47.4 8.0 16.2
Komi Republic 21.0 41.2 18.0 19.8
Northwestern Federal District 174 45.5 176 195
Murmansk Oblast 14.0 53.4 14.2 18.4
Vologda Oblast 13.6 46.8 16.0 23.6
Novgorod Oblast 95 39.8 28.3 225
Pskov Oblast 7.0 46.3 30.3 16.5
Arkhangelsk Oblast 6.3 51.0 22.5 20.3
Republic of Karelia 4.8 59.0 21.4 14.8
* Ranked according to the data of the column “They live better”.

Source: sociological survey carried out by ISEDT RAS in 2013.

life in the place of their residence and do
not express protest moods.

As follows from the survey data, most
NWED residents (53.5%) were born in
their place of residence, 27% came
voluntarily from a different town of the
same region. 17.2% of the population
came voluntarily from other regions of
Russia and the CIS: the Kaliningrad
Oblast turned out to be the most attractive
(35%), because it is a free economic zone
and it provides favorable conditions for
self-employment; the least attractive
areas include the Arkhangelsk Oblast
and the Komi Republic (10% for each),
because they are part of the Northern
territories. Territorial mobility of the
District inhabitants is mostly conditioned
by a change in marital status — for one
in four people; by a change the place of
study, professional activity (work) — for
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one in five people. To a lesser extent
people’s mobility is affected by the lack
of conditions for professional growth and
absence of comfortable living conditions
(5and 12%, respectively) [8]. Forexample,
people move to Saint Petersburg, the
Republic of Karelia and the Vologda Oblast
mostly because of education opportunities
(43, 35.3 and 27.8%, respectively), their
moving to the Pskov Oblast is connected
with the change of marital status (33.5%),
and to the Arkhangelsk Oblast — with the
change of work (29%).

The distribution of answers to the
question: How do you feel toward your
region?” backs the conclusion about the
prevalence of positive assessments of social
well-being among the NWFD population.
Almost one in three inhabitants of the
Federal District is glad that he/she lives
here (fig. 1); half of the respondents are

Economic and social changes: facts, trends, forecast
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Figure 1. Distribution of answers to the question: “What are your feelings towards
the region you live in?” (as a percentage of the number of respondents)
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generally satisfied with the place of their
residence, although they are aware of
existing problems. However, there are
certain regions in the District, where
people are not so positive and experience
greater dissatisfaction with the place of
their residence; these are mainly Northern
regions: the Murmansk and Arkhangelsk
oblasts. Over 11% of respondents from
these regions would like to move to another
region, and the main reason for this lies in
the deterioration of living standards in the
recent years, and also in severe climatic
conditions.

Speaking about the socio-cultural
development of the Northwestern Federal

Economic and social changes: facts, trends, forecast
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District, let us refer to the study of
conditions and specifics of modernization
processes that were going on in the regions
in 2000—2010. Secondary modernization
(SM) is a process accompanying the
development of industrial society, based
on knowledge, informatization, greening
and globalization [7]. The main priority is
the improvement of life quality; and the
dynamics of SM is manifested through
innovation in knowledge, institutions,
and human capital. The positive dynamics
of this process in the regions of the
NWEFD can be observed in the period
under consideration: the level of SM has
increased in all areas. In the end, five
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regions (the Republic of Karelia, the
Arkhangelsk, Novgorod, Vologda, Pskov
oblasts) in 2005 managed to overcome
the low level threshold, and rose to the
level below the median; and in 2010
three of them (the Republic of Karelia,
the Archangelsk and Novgorod Oblasts)
reached the median level. For 10 years two
regions (the Leningrad Oblast, the Komi
Republic) have shifted from the “lower
median” to the “median” level; and one
region (the Murmansk Oblast) has reached
the level “above median”. Saint Petersburg
stands out among all the territories: in 2010
none of the District’s regions was able to
reach the level that the city had in 2000.
This difference is provided by a high index
of knowledge innovation, which exceeds
that in other territories from 3 to 12 times.

The total index of implementation of
secondary modernization in the NWFD,
rising from 67% in 2000 to 73% in 2005,
amounted to 80% in 2010, which correlates
with the level of Portugal (23rd place in
the world modernization). The District
takes the second place after the Central
Federal District by the level of secondary
modernization, and its rate is higher than
national average by 5—8%. Among the four
groups of parameters of SM in the District
two groups have rather high indices: quality
of life (102%) and knowledge transfer
(93%). Here the values of three out of
eight indicators exceed 100%: provision
with television; number of doctors per
1000 inhabitants; proportion of students
among the 18—22 year-old population.
The constraining factor consists in the
insufficient provision of households
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with personal computers (index = 65%).
However, this indicator has increased
in 11 times over the analyzed period;
consequently, in the next 5—7 years we can
expect it to increase to a 100% level. The
improvement of life quality is hampered
by low life expectancy (LE), which by the
standards of developed countries should be
not less than 80 years, and it is 68.2 years
in the NWFD, and 69.8 years in Russia
in 2010. The increase in LE is one of the
priority tasks set out in the Decree of the
President of the Russian Federation of May
7,2012 No.606 (to increase life expectancy
in the Russian Federation up to 75 years by
2018). The situation is more complicated
with regard to other two SM sub-indices:
in the field of knowledge innovation (76 %)
and economy quality (50%). The former
is constrained by the low share of R&D
expenditures in GRP (84%) and by a
small number of people who filed patent
applications (35%). After its decline in
2005, innovation component in the latest
analyzed years (2008, 2009, 2010) began to
rise again, though not in all the regions of
the NWFD, but, first of all, in the Republic
of Karelia, Nenets Autonomous Okrug,
the Leningrad, Murmansk, Novgorod
oblasts (the share of R&D expenditures in
GRP), in Saint Petersburg and the Pskov
Oblast (the number of residents who filed
patent applications). The second sub-
index is characterized by the stagnation of
all its constituent variables — these include
low GDP per capita, high share of added
value in the material sphere in GRP, and
the share of people employed in the real
sector in total employment.

Economic and social changes: facts, trends, forecast
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Figure 2. Phase of secondary modernization of the NWFD
territories that have reached the transitional phase of primary modernization
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Figure 3. Dynamics of the states (types) of modernization degree in the regions of the NWFD
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The phase of modernization is very
important for secondary modernization.
In accordance with the methodology, the
phase of SM is determined provided that
the territory enters the transitional phase of
primary modernization (PM) [4]. In 2000,
the NWFD as a whole and its five regions
corresponded to a phase of transition to
SM, but by 2010 — there remained only
three such regions (fig. 2). Such trends are
conditioned by the increase in the ratio of
value added in agriculture to GDP, which
must be less than 5%, and also by the
increase in the share of employment in
agriculture (less than 10%) [5]. Thus, by
the end of the analyzed period, only the
Republic of Komi and Arkhangelsk Oblast
were in the preparatory phase of SM; Saint
Petersburg corresponded to the higher
stage — the phase of development.

We should point out the variable success
of the District in comparison with the types
of modernization degree. So, the situation
that was quite favorable in 2000 in the
Karelia Republic and the Murmansk
Oblast, which carry on information
(secondary) modernization (type 5, fig. 3)
and are in the phase of its beginning,
has deteriorated, and 10 years later they
corresponded to only the 3rd type — mature
industrial (primary [3]) modernization. In
2005 the Arkhangelsk Oblast went back to
the second type — “the region that continues
industrial modernization”. Similar trends
occurred due to the increase in the share
of value added in agriculture. We note
positive developments in modernization
processes in other regions, except for the
Komi Republic, which has been in a state
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of continuing information (secondary)
modernization characterized by stagnation
for 10 years already. The Republic has a
very low index of knowledge innovation,
constituting only 23% of the standard in
developed countries.

As can be noted, the degree of moder-
nization in the Northwestern Federal District
has reached the fifth type (NWFD became
the firstamong the eight RF federal districts),
i.e. “regions, continuing information
(secondary) modernization and preparing
its development” in 2000 already. The
vectors of increasing development should
be directed toward the improvement of
economic and cognitive components.
The movement of NWFD regions along
the modernization path was altogether
consistent with regional national trends
of inertia of transition in 2000—2008 from
the first (1 and 2 types) to the second
(3and 4 types) stage of implementation of
modernization strategy, as well as with the
slowdown of this transition from 2008 under
the impact of the crisis, which indicates that
the integrated index of modernization is
considerably lower in comparison with the
international level (7ab. 6).

In 2000—2010 the Northwestern Fede-
ral District experienced a slight positive
dynamics of the integrated index of
modernization: its value increased from
59 to 71%, which correlates with the level
of medium developed countries (range
from 53 to 83%). Among the three groups
of parameters of the integrated index the
situation is less favorable in the economic
sphere (the index is 56%). However, as we
can see from the detailed consideration of
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Table 6. Distribution of Russian regions by types of modernization degree *

Number of the RF regions (NWFD regions)

Condition (type) of modernization degree

2000 2005 2008 2009 2010

Type 6 — developed regions that continue to develop
information (secondary) modernization

Type 5 — regions that carry on information
(secondary) modernization

Type 4 — regions that are launching
information (secondary) modernization

9(2) 9(3) 12(3) 9(3) 11(3)

Type 3 — regions with mature industrial

resumed industrial (primary) modernization

(primary) modernization 12 20 (3) 25(4) 23(4)
Type 2- regionst_hat_carry on industrial 45 (5) 40 (7) 29 (3) 32(3) 33 (3)
(primary) modernization

Type 1 —regions that are launching, have launched, 18(1) 17 13 9 9

Source: IS “Modernization”. Available at: http://mod.vscc.ac.ru/.

* For details on the types see: Lapin N.I. Sostoyanie i problemy sotsioekonomicheskoi i sotsiokul'turnoi modernizatsii Rossiiskoi Federatsii
[State and Problems of Socio-Economic and Socio-Cultural Modernization of the Russian Federation]. Sotsis [Sociological Studies], 2014.

regional modernization, the index of the
knowledge transfer has the lowest value
(41-59%) in all the territories, except
for the city of Saint Petersburg (93%).
Such difference proceeds from the fact
that Saint Petersburg is characterized
by a large share of R&D expenditures
in GRP and by a significant number of
people applying for patents (per 1 million
people); it is in 6—13 times greater than
the indicators in the neighboring subjects
of the Russian Federation. It is necessary
to note the similarity of the situation with
integrated modernization in most regions
of Russia and in the NWFD: the index of
IM is very small —it is in the range from
4210 70%. Higher levels are observed only
in Moscow — 89%, Saint Petersburg —
78% and the Tomsk Oblast— 72%. The
main reasons hindering the processes of
modernization for most of the regions
are the lack of resources, low share of
industries with high added value, low level
of development of R&D sector.

Economic and social changes: facts, trends, forecast

3(33) 2014

A slowdown of modernization processes
contains two aspects: economic and cogni-
tive. In all the regions, except for Saint
Petersburg, they correspond to the
low level. A high index of knowledge,
characteristic of Saint Petersburg, supplies
the cognitive component in the District,
thereby leading to a balance. However,
there is no direct “interaction” between
the federal city and the Leningrad Oblast,
which is still in the primary (industrial)
stage of modernization. It should be noted
that the lowest level of balance of the
integrated index of modernization (IIM) is
observed in the Vologda and Pskov oblasts.

Thus, the Northwestern Federal District
has a number of advantages, which
contributed to the achievement of a higher
level of competitiveness, than in other
territories of the Russian Federation. One
of these advantages is the geographical
position, namely, the neighborhood with
the countries of the European Union and
access to the sea trade routes. Natural
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resource base of the District contributes to
the development of the fuel, metallurgical,
chemical, forestry and fishery industries.
Of great importance is the administrative
center — Saint Petersburg. The indicators
of the provision of the District with
objects of industrial infrastructure exceed
the national average level. However, the
condition of infrastructure and trunk
communications in many municipalities is
not good. Due to the absence of necessary
transport component and because of the
sparse network of cities in the northern
part of the NWFD there is a low cohesion,
which hinders the efficient implementation
of its economic potential. This is one of the
main factors impeding the development of
the District, so in the future it is necessary
to pay increased attention to improving
the quality of roads, heat supply systems
and power grids. Production potential of
the regions is limited by the conditions of
the economy and innovation restructuring.
It often happens that the volume and
structure of investment proposals do
not meet the degree of development of
territorial infrastructure; most of the funds
are worn out and obsolete. Requirements
of modernization and transition to a new
stage of technological mode necessitate the
development and renewal of production
capacities at a new scientific, technological
and innovation basis.

According to the level of socio-cultural
arrangement of cities and municipalities,
the District is attractive to the population,
including migrants. The only disadvantage
is harsh climatic conditions in its
northern part. The inaccessibility of
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social infrastructure facilities (education,
healthcare) due to their concentration in
larger settlements is an urgent problem for
the population in peripheral areas. Practice
shows that the territories with highly
developed education, science, health
and culture become leaders in the socio-
economic development of the territory.
The preservation and enhancement
of this potential is a priority task for
modernization policy, because without
it there can be no innovation economy
and rapid development. It means that
speedy modernization and development
require the achievement of a high quality
of life. It is necessary to create favorable
environment, mobilizing society for
modernization, as well as certain (modern)
level of innovation, technological and
socio-cultural development. For instance,
a well-known sociologist P. Sztompka,
Professor at the Jagiellonian University,
points out that “modernization is a specific
way of social establishment that provides
the population with wide-open access
to the expanding capabilities of human
potential implementation” [9]. Naturally,
this requires:

- widely available education, providing
the people with necessary skills to effectively
use the technological, economic and
cultural opportunities that modernization
offers;

- access to higher forms of art and
culture raising sensitivity and enriching
experiences.

In recent years, the opportunities of
obtaining higher education have expanded
considerably, though education is not
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always of a decent quality, but it does not
reduce its importance considerably. This
resource allows the modern Russian society
to move to a higher stage of development
and involvement of the population in the
processes of modernization. Widespread
informatization and computerization
of public life expands the opportunities
and ways of achieving goals. At the same
time, these processes have a lot of negative
effects: in particular, promotion of virtual
communication leads to reduction in
the value of actual communication.
Here the perceptual side experiences
more changes (the process of perception
and understanding of each other by the
partners), and also there is an issue of
mutual trust, decency and honesty; it can
result in social isolation, social apathy,
unwillingness to take collective action and,
as a result, to the atomization of society.
According to opinion polls (in the
framework of the program “Socio-cultural
portraits of Russian regions”) held in
different regions of the Russian Federation,
a significant part of its inhabitants
(33.3%) feel affinity with the people of
the settlement in which they live (the
options “remote” and “alien” are chosen
by 5.9% of respondents). Moreover, in the
scale of “settlement — oblast — Russia”
the value of this indicator reduces and
the share of the population characterized
by indifferent and aloof attitude to other
people (36.7%) increases [13]. This may
indicate the concentration of interests only
on one’s personal life; it is an alarming
trend, since it increases disunity in society.
Public opinion polls conducted by the
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Institute of Socio-Economic Development
of Territories of the Russian Academy of
Sciences in the Vologda Oblast [12] indicate
the sustainable growth of indicators of social
mood and stock of patience, and reduction
in the level of protest potential (from 20.7
to 16.0% in 2007 and 2013, respectively).
At the same time, we observe an increase
in the share of people who consider that
they cannot influence the state of affairs in
the city (from 62.1 to 68.6% in 2011 and
2014, respectively), in the oblast (from
66.6 to 73.3%), in the country (from 67.4
to 73.5%); in addition, there still remain
certain negative trends in public opinion
concerning the performance of Russia’s
Government; there are no positive changes
in the assessment of the work of the
authorities; the population expects less and
less from the activities of the authorities.
The findings indicate the isolation of man,
“retirement into oneself”, and the fading of
hopes to receive support from the state. We
can say quite reasonably that economic and
social atomism and reduction of passionarity
are characteristic not only of the Vologda
Oblast, but also of the Russian Federation as
a whole [6]. And the resulting imbalance in
the society may lead to unstable situations,
increasing the risks and damages for the socio-
cultural system. Therefore, it is necessary to
adjust socio-economic modernization in
the direction of improvement of human
potential and enhancement of the socio-
cultural component in the development of
the society.

Another factor that hinders moder-
nization isinefficient public administration,
which is manifested primarily in the recent
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crisis of regional budgets [1]. From year to
year there remains a negative tendency of
increasing number of territories with debt
burden above 70%. In 2012 there were
seven such regions in Russia, in 2013 their
number was 16. The list includes three
regions from the Northwestern Federal
District: the Vologda Oblast (public and
municipal debt was 34 871 million rubles
in 2013) [11], the Pskov Oblast (12 798
million rubles) and the Republic of Karelia
(15 972 million rubles). It is necessary
to mention the fact that the high level of
debt is combined with its high growth rate

(for example, the growth rate in the Pskov
Oblast in 2012—2013 was 159.5%) [2].

Modernization requires political will
and effective public administration. The
main task of the government (in the
country, region, municipality) speaking
about modernization is to conduct
forward-looking policy and institutional
reforms aimed equally at the development
of innovation, new technological structure,
and the development of civil society,
cultural values and norms that allow people
to realize their potential to the fullest
extent.

Sited works

Ilyin V.A. New Agenda and State Management Efficiency. Economic and Social Changes: Facts,
Trends, Forecast, 2013, no.5(29), pp. 9-13.

2. llyin V.A., Povarova A.l. Public Administration Efficiency. Vologda: ISERT RAN, 2014. 181 p.

3. Lapin N.I. O On the Strategy of Integrated Modernization. Economic and Social Changes: Facts,
Trends, Forecast, 2014, no.1(31), pp. 26-35.

4. Lapin N.I. About the Experience of the Stage-Wise Analysis of Modernization. Social Sciences
and Modernity, 2012, no.2, pp. 53-65.

5. Lastochkina M.A. Territorial Specifics of Russia’s Modernization. Regional Economics and
Management: Electronic Scientific Journal, 2013, no.2(34), pp. 29-41.

6. Morev M.V., Kaminskii V.S. Issues of State-Society Relations. Economic and Social Changes:
Facts, Trends, Forecast, 2013, no.6(30), pp. 207-224.

7. He Chuangi. World and China Modernization Report Outlook (2001—2010): Translated from
English. Under general editorship of N.1. Lapin; foreword by N.I. Lapin, G.A. Tosunyan. Mos-
cow: Ves’ Mir, 2011. 256 p.

8. Shabunova A.A., Solov’eva T.S. Social Stratification and Social Mobility of the Vologda Oblast
Population. Research in the Humanities, 2013, no.11, November. Available at: http://human.
snauka.ru/2013/11/5126

9. Sztompka P. Modernization as Social Becoming (Ten Theses on Modernization). Economic and
Social Changes: Facts, Trends, Forecast, 2013, no.6(30).

10.

11.

Equity and Development. World Development Report, 2006, no.4. The World Bank and Oxford
University Press, 2006.

Ilyin V.A. The Problems of Development of a Region under the Conditions of the Global Crisis
(Using the Vologda Region as an Example). Studies on Russian Economic Development, 2010.
Vol.21, no.1, pp. 56-63.

82 3(33) 2014  Economic and social changes: facts, trends, forecast



DEVELOPMENT STRATEGY A.A. Shabunova, M.A. Lastochkina

12.

13.

10.

1.

12.

13.

Lastochkina M.A. Factors of Satisfaction with Life: Assessment and Empirical Analysis. Studies
on Russian Economic Development, 2012, Vol.23, no.5, pp. 520-526.

Shabunova A.A., Okulova N.A. Russians Assess Social and Cultural Regional Milieu. Sociologi-
cal Studies, 2011, No. 6, pp. 36-43.

References

Ilyin V.A. Novaya povestka dnya i effektivnost’ gosudarstvennogo upravleniya [New Agenda
and State Management Efficiency|. Ekonomicheskie i sotsial’nye peremeny: fakty, tendentsii,
prognoz | Economic and Social Changes: Facts, Trends, Forecast], 2013, no.5(29), pp. 9-13.

Ilyin V.A., Povarova A.l. Problemy effektivnosti gosudarstvennogo upravleniya [Public
Administration Efficiency]. Vologda: ISERT RAN, 2014. 181 p.

Lapin N.I. O strategii integrirovannoi modernizatsii [On the Strategy of Integrated
Modernization]. Ekonomicheskie i sotsial’nye peremeny: fakty, tendentsii, prognoz | Economic
and Social Changes: Facts, Trends, Forecast], 2014, no.1(31), pp. 26-35.

Lapin N.I. Ob opyte stadiinogo analiza modernizatsii [About the Experience of the Stage-Wise
Analysis of Modernization]. Obshchestvennye nauki i sovremennost’ [Social Sciences and
Modernity], 2012, no.2, pp. 53-65.

Lastochkina M.A. Territorial’nye osobennosti modernizatsii Rossii [Territorial Specifics of
Russia’s Modernization]. Regional’naya ekonomika i upravlenie: elektronnyi nauchnyi zhurnal
[Regional Economics and Management: Electronic Scientific Journal], 2013, no.2(34), pp.
29-41.

Morev M.V., Kaminskii V.S. Problemy vzaimodeistviya gosudarstva i obshchestva [Issues of
State-Society Relations]. Ekonomicheskie i sotsial’nye peremeny: fakty, tendentsii, prognoz
[Economic and Social Changes: Facts, Trends, Forecast], 2013, no.6(30), pp. 207-224.

He Chuangqi. Obzornyi doklad o modernizatsii v mire i Kitae (2001—2010): per. s angl. [World
and China Modernization Report Outlook (2001—2010): Translated from English]. Under
general editorship of N.I. Lapin; foreword by N.I. Lapin, G.A. Tosunyan. Moscow: Ves’ Mir,
2011. 256 p.

Shabunova A.A., Solov’eva T.S. Sotsial’naya stratifikatsiya i sotsial’naya mobil’nost’ naseleniya
Wologodskoi oblasti [Social Stratification and Social Mobility of the Vologda Oblast Population].
Gumanitarnye nauchnye issledovaniya [Research in the Humanities], 2013, no.11, November.
Available at: http://human.snauka.ru/2013/11/5126

Sztompka P. Modernizatsiya kak sotsial’noe stanovlenie (10 tezisov po modernizatsii)
[Modernization as Social Becoming (Ten Theses on Modernization)|. Ekonomicheskie i
sotsial’nye peremeny: fakty, tendentsii, prognoz [ Economic and Social Changes: Facts, Trends,
Forecast], 2013, no.6(30).

Equity and Development. World Development Report, 2006, no.4. The World Bank and Oxford
University Press, 2006.

Ilyin V.A. The Problems of Development of a Region under the Conditions of the Global Crisis
(Using the Vologda Region as an Example). Studies on Russian Economic Development, 2010.
Vol.21, no.1, pp. 56-63.

Lastochkina M.A. Factors of Satisfaction with Life: Assessment and Empirical Analysis. Studies
on Russian Economic Development, 2012, Vol.23, no.5, pp. 520-526.

Shabunova A.A., Okulova N.A. Otsenka naseleniem sotsiokul’’turnoi sredy regiona [Russians
Assess Social and Cultural Regional Milieu]. Sotsiologicheskie issledovaniya [Sociological
Studies], 2011, No. 6, pp. 36-43.

Economic and social changes: facts, trends, forecast 3 (33) 2014 83



SOCIAL DEVELOPMENT

UDC 331.41 (470.12), LBC 65.240(2Rus-4Vol)
© Leonidova G.V., Popov A.V.

Labor satisfaction as an indicator of public administration efficiency
(sociological analysis)

Galina Valentinovna

LEONIDOVA

Ph.D. in Economics, Associate Professor, Head of the Laboratory for the Studies

of Labor Potential Development Issues, Federal State-Financed Scientific Institution
the Institute of Socio-Economic Development of Territories of the Russian Academy
of Sciences (56A, Gorky Street, Vologda, 160014, Russia, galinaleonidova@mail.ru)

Andrei Vasil’evich

POPOV

Junior Research Associate, Federal State-Financed Scientific Institution the Institute
of Socio-Economic Development of Territories of the Russian Academy of Sciences
(56A, Gorky Street, Vologda, 160014, Russia, ai.popov@yahoo.com)

Abstract. Labor satisfaction is an indicator of social wellbeing of the working population. The study of
subjective perceptions of labor is an important indicator of public administration efficiency.

The article contains the analysis of the population’s satisfaction with labor, particularly, with one of'its
structural components — labor conditions. It reveals the high correlation of these indicators with the
satisfaction with everyday life and labor productivity. It determines the degree of employees’ satisfaction
with working conditions in such areas as health and psychological atmosphere at the workplace, equipment
capability and security. The study discloses employees’ estimates in socio-demographic and territorial-
dimensional aspects.

The research demonstrates the interrelation between satisfaction with working environment and
implementation of labor potential. The analysis indicates the importance of regular sociological research
into the issues of satisfaction with various aspects of labor activity.

The article indicates that for the country’s development it is necessary to take into account the labor
satisfaction factor (in the narrow sense — working conditions) while developing strategies and approaches for
social-economic policy and defining the standards of social responsibility, primarily, of the state and employers.

Key words: labor conditions, injury, job satisfaction, labor productivity, labor potential, public
administration efficiency, social policy.
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Transition to a postindustrial society in
Russia challenges the system of social and
labor relations, particularly, employees’
labor productivity. This has become one
of the priorities of long-term government
economic policy. It is no coincidence that
the May Decrees of the RF President,
signed by V.V. Putin on the day of his
inauguration (2012), include the growth
of productivity by one and a half times by
2018 (on the average by 5—6% per year)
as concrete benchmarks of the Russian
economy development.

However, already in October 2013 at
the investment forum “Russia Calling!”
V.V. Putin noted that the current pace of
productivity growth (3% by the end of
2012; fig. 1) did “not only reduce the gap
to the leaders in terms of efficiency, but
actually meant conservation of the one-
sided economic structure and its material
nature” [10].

According to the Organization for
Economic Cooperation and Development
(OECD), labor productivity in Russia is 24
U.S. dollars per person per hour, it
comprises 39% of the U.S. level (Russia
ranks the last but one; Mexico — the last)
[3, p. 5]. The authorities believe that
“new factors of development” can help to
overcome this gap. They are the following:
high quality professional education, a
flexible labor market, favorable investment
climate and modern technology [11].
In other words, it is required to transfer
from extensive to intensive reserves of
this indicator growth. The search of such
reserves is the purpose of this article.

Intellectual reserves for increasing labor
productivity

The main intensive reserves to boost
labor productivity are, on the one hand,
increased productivity of job places
(introduction of advanced technology,

Figure 1. Dynamics of labor productivity indices in Russia in 2003-2012
(in % to the previous year)
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efficient manufacturing process mana-
gement), on the other hand, better quality of
the labor force (education and skills).

Raised productivity of job places is
declared at the highest level. The May
Decrees have a target: it is necessary to
provide 25 million new high-performance
jobs by 2018. However, it remains unclear
what kind of jobs can be defined as high-
performance. The OECD considers
employees’ “innovativeness” as an indi-
cator, which is mainly determined by
the level of wages. According to the
methodological recommendations of the
Federal Statistics Service State, high-
performance jobs are all “jobs at the
enterprise (organization) where the average
monthly wage of employees (for individual
entrepreneurs — average earnings) is equal
to or exceeds the set value of the indicator
(the threshold value)” !. For Russia, this
indicator is clearly insufficient, as people who
work not in the most high-tech industries
have the highest incomes in the country.
According to the experts, the recording of
such job places should be carried out on the
basis of their certification and assessment of
their high-performance [21].

Table 1 demonstrates that the creation
or modernization of high-productive job
places is slow in Russia. Five federal districts
have not experienced any signi-ficant
changes for 5 years. Three districts (the
Wolga, Siberian and Ural federal districts)
have a negative trend in this respect.

I Methods to calculate the indicator “The growth of high-
performance jobs, in % to the previous year: the Decree of the
RF Government” of 27 December, 2012 no. 2550-p (on behalf
of the President of the Russian Federation of 29 September,
2013 Pr-2266).
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The study of the state of the population’s
labor potential?, carried out by the Institute
of Socio-Economic Development of
Territories of the Russian Academy of
Sciences in the Vologda Oblast since 1997,
shows that according to the method of
labor behavior identification® the share
of those people who are classified as
“innovators” (mostly these are people
who support economy modernization),
is approximately 27%. When the entire
working population in Russia is taken
into consideration, the share amounts to
about 19.2 million. However, today the
number of high-productive jobs, where
the “innovator’” potential is applied, is
in 5 times less, which is insufficient to
realize the existing intellectual potential
[9, p. 142]. That is why, it is inadequate to
enhance productivity in the required pace.

The monitoring of the labor potential
quality, conducted by the ISEDT RAS
according to the methodology of the
Institute of Social and Economic Studies
of Population [13, p. 25-37], measures
the following structural components:
physical and mental health, cognitive

2 Monitoring of the quality of labor potential in the
region has been conducted by ISEDT RAS since 1997. The
research object is able-bodied population of the Vologda
Oblast. The surveys are conducted annually in August—
September in the cities of Vologda and Cherepovetz and in
eight districts of the region (Babayevsky, Velikoustyugsky,
Vozhegodsky, Cherepovetsky, Kirillovsky, Nikolsky, Tarnogsky
and Sheksninsky districts). The survey method is the
questioning of respondents at the place of their residence. The
sample size is 1500 people, the sampling error does not exceed
3%. The technical processing of information is carried out by
means of programs SPSS and Excel.

3 Read more about the method: Problemy effektivnosti
gosudarstvennogo upravleniya. Chelovecheskii kapital
territorii: problemy formirovaniya i ispol'zovaniya [Problems
of Efficiency of State Management. Human Capital of
the Territory: Problems of Formation and Use]. Ed. by
A.A.Shabunova. Vologda: ISERT RAN, 2013. 184 p.
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Table 1. Job places (number of employees) in Russian enterprises

implementing technological innovation, million places

Terri Year 2012
erritory 2008 | 2009 | 2010 | 2011 | 2012 0 2008, %

Russian Federation 3.84 3.50 3.38 3.75 385 1002
Far Eastern Federal District 0.09 0.13 0.13 0.14 0.16 177.7
Northwestern Federal District 0.28 0.32 0.27 0.34 0.36 128.5
Central Federal District 0.74 0.72 0.68 0.84 0.91 122.9
Southern Federal District 0.19 0.19 0.19 0.19 0.19 100.0
North Caucasian Federal District 0.04 0.04 0.04 0.03 0.04 100.0
Ural Federal District 0.63 0.57 0.57 0.61 0.61 96.8
Siberian Federal District 0.41 0.35 0.40 0.41 0.39 95.1
Volga Federal District 1.19 1.15 1.06 1.17 1.17 89.4

free_doc/new_site/business/nauka/%5Cind_2020/rab_mesta.html

Source: Sait Federal'noi sluzhby gosudarstvennoi statistiki [Website of Federal State Statistics Service]. Available at: http://www.gks.ru/

Table 2. Assessment of the labor potential quality of the population in the Vologda Oblast*

_— - . Trend line
Qualitative characteristics of labor potential 1997 2012
1997-2012
Basic quality of labor potential
1. Moral level 0.775 0.784 / rising
2. Mental health 0.699 0.758 / rising
3. Sociability 0.733 0.754 / rising
4. Physical health 0.682 0.730 / rising
5. Cultural level 0.609 0.701 / rising
6. Need for achievement 0.612 0.654 / rising
7. Cognitive potential 0.630 0.612 \falling
8. Creative potential 0.593 0.559 \ falling
Integral indices of labor potential quality and requirements for job places

Integral index of labor potential quality (social competence) 0.655 0.680 / rising
Integral index of jobs’ requirements to the quality of labor potential 0.721 0.729 / rising

Oblast]. ISERT RAN, 1997 — 2012.

Source: Monitoring kachestva trudovogo potentsiala naseleniya Vologodskoi oblasti [Monitoring of the Labor Potential Quality in the Vologda

capacity, creativity, sociability, cultural
and moral level, need for achievement®.
A Likert scale® is used to assess these
components. The questionnaire consists

4 or details see: Leonidova G.V., Chekmareva E.A.
Trudovoi potentsial regiona: zaklyuchitel'nyi otchet o NIR
[Labor Potential of the Region: Final Research Report].
Vologda, 2009. 117 p

> A Likert scale is a type of questionnaires (attitudes).
Named by the author, P. Likert, who offered it in 1932. The
scale consist of a set of statements with a five - or seven-point
rating scale, which identify the degree of the respondent’s
consent with this statement.
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of blocks of answers-statements mostly
with a five-point rating scale (according
to the degree of the respondent’s consent
with the proposed statements). Each of
the qualitative characteristics has its own
set of questions. As a result the labor
potential components get a numeric
rating in the indices from zero to one,
which are calculated as the ratio of the
actual number of points on a scale to the
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maximum possible. The assessment of the
labor potential quality in 2012, compared
to 1997, is presented in fable 2.

According to the monitoring results, in
1997—2012 the general trend of reduction
of dynamics of the social capacity index
(the integral characteristic of the labor
potential quality) was positive: it ranged
from 0.655 in 1997 to 0.680 points in
2012. The indices have been growing by
almost all basic qualitative characteristics
ofthe labor force. However, the significant
scientific results of the study are the
following: identification of long-term
negative trend of employees’ intellectual
development, their cognitive and creative
capacities. This confirms the hypothesis
that nowadays these qualities are not
required in the domestic economy.

Working conditions as a basis for job
satisfaction

The creation of high-productive jobs,
based on the use of employees’ intellectual
potential, involves qualitative transfor-
mation of the labor market, and first of
all, improvement of working conditions,
spread of flexible forms of employment,
encouragement of creative activity, etc.
Ultimately, this leads to an increase in a
healthy life span, growth of human capital,
in general, and labor potential, in particular
[2, p. 13]. It should be emphasized that
the above-mentioned transformations are
closely related to job satisfaction, which
is another aspect of labor productivity
growth.

According to scientists, “it is simply
impossible to imagine innovation
economy... without such a powerful factor
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asjob satisfaction” [8, p. 74]. This indicator
characterizes the state of consciousness
that produces positive reaction to the
process to meet working life challenges
[20, p. 33]. What is more, it provides an
employee’s integrated assessment of work
situations. Therefore, the concept “job
satisfaction” [19] consists of estimates of,
for example, the character and conditions
of work that are valued negatively or
positively by workers.

The interest in job satisfaction, particul-
arly in such a structural component as
working conditions, is not accidental. The
reason for it lies in the fact that the task to
preserve the health of the population is one
of the most important in modern Russia.
Its possible solution is to ensure workplace
safety and to minimize losses from external
causes (injuries, occupational diseases and
so on). Studies show that labor potential
cannot be realized to the full extent,
if physical and sanitary conditions of
production are unfavorable and people
worry about their health and safety.
“Economy of health... in Russia has led
to huge demographic losses and waste
of vital potential of the Russian society”
[2, p. 158]. Adverse working conditions,
industrial accidents and occupational
diseases worsen the demographic situation
in the country. Mortality rate among the
working age population is excessively high:
working-age adults constitute about 1/3 of
all deaths during a year; it is, on average,
three times higher than in developed
countries and two times higher than in
developing countries. Most reasons are
external (accidents, poisoning, traumas).

Economic and social changes: facts, trends, forecast
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The situation is significantly worse in
Russia than in developed and developing
countries (fab. 3).

The report “On the results of work of
the ministry of labor and social protection
of the Russian Federation in 2012 and tasks
for 2013” marks that today almost one in
three people works in harmful conditions.

“Every year about 5.5 thousands of workers
have “occupational diseases” [12].
According to the state statistics data, in
2012 the share of the employed population
of the Russian Federation, working in
conditions that do not meet a sanitary-
hygienic standard was 27%. In the Vologda
Oblast this index is more than one and

Table 3. Death rates due to external causes, per 100 thousand people

Year How many times is
Country 2000 2010 Relative deviation, % mortality in Russia higher
(2010)
Russia 224.0 148.2 66.2 -
South Africa 159.4 131.0% 82.2 1.1
Brazil 81.3 84.6 104.1 1.8
Republic of Korea 79.5 76.2 95.8 1.9
USA 56.1 59.8 106.6 2.5
Japan 54.8 47.6 86.9 3.1
Sweden 442 431 97.5 3.4
Germany 40.6 34.6 85.2 4.3
Israel 41.2 31.6 76.7 4.7
Spain 39.4 27.5 69.8 5.4
* Data for 2009
Source: OECD Database.

Table 4. Certain indicators that characterize working conditions in the Russian Federation

. Year -
Indicator Deviation, %
2008 | 2009 | 2010 | 2011 | 2012
People have worked in conditions that do not meet a sanitary-hygienic standard, in % of the total number of employees in enterprises
Russia 26.5 29.2 30.6 31.8 26.5 100.0
NWFD 29.5 30.3 31.9 32.9 34.7 117.6
Vologda Oblast 39.2 414 41.9 43.2 46.3 118.1
Number of people who have lost ability to wok for a day and more and number of fatal accidents per 1000 workers, people
Russia 2.5 2.1 2.2 2.1 1.9 76.0
NWFD 3.3 2.7 2.9 2.6 2.2 66.7
Vologda Oblast 5.1 4.0 4.4 4.0 3.6 70.6
Number of fatal accidents per 1000 workers, people
Russia 0.109 | 0.090 | 0.094 | 0.086 | 0.084 771
NWFD 0.103 | 0.074 | 0.080 | 0.081 0.069 67.0
Vologda Oblast 0.085 | 0.056 | 0.067 | 0.073 | 0.057 67.1
Number of person-days of people who have lost their ability to work and currently do not work per one disabled
Russia 46.7 47.3 45.8 48.4 45.6 97.6
NWFD 442 45.6 43.8 45.0 46.2 104.5
Vologda Oblast 37.5 38.9 34.7 36.0 44.6 118.9
Source: Rosstat.
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a half times higher (46%; tab. 4). The
situation in the region is even deteriorating.
The growth was 18% in 2008—2012.

Despite the gradual reduction, the
number of production accidents in the
Vologda Oblast remains the highest in the
district and amounts to 3.6 people per 1000
employees, exceeding the average national
level (1.9 people per 1000 employees)
almost twice.

In the aspect of the types of economic
activity, the number of injuries, got in the
processing industries, agriculture and
forestry, is increasing. The greatest number
of injuries in 2012 occurred due to the
impact of moving, flying apart objects
and parts falling from the height, falling,
collapse of items, materials, land, etc.

The main causes of severe consequences
in the region in 2012 were:

* poor management of labor produc-
tion — 32 cases;

* violation of a technological process —
16 cases;

« violation of traffic rules — 12 cases;

+ unsatisfactory technical condition of
buildings, structures, territories — 5 cases;

» operation of out-of-order equip-
ment — 5 cases;

» poor content and shortcomings in
the organization of working places — 5
[17, p. 56].

Loss of working hours, caused by
temporary disability of people injured at
work, involves significant socio-economic
consequences. In 2008—2012 the average
duration of disability per one injured in
production in the Vologda Oblast increased
by 19% (44.6 days) [17, p. 105]. The
number of lost working days in the case
of temporary disability per one injured in
Russia increased in two times (from 28.4
days in 2008 to 48.4 days in 2012) [14].

Labor potential of the Russian society
has not only qualitative, but also significant
quantitative losses. The number of popu-
lation of working age is declining, and
according to the Rosstat forecast, it will
decrease by almost 10% by 2030 (tab. 5).

Calculations, carried out by the Institute
of Socio-Economic Development of Terri-
tories of the Russian Academy of Sciences,
show that the similar tendency is observed
in the Vologda Oblast: by 2020 the share of
this population category will be 5 p.p. less
than in 2013 (54% vs. 59%) [23, p. 152].

Job satisfaction: a sociological analysis

In the job satisfaction structure one can
identify aesthetic and physical environment
(level of safety, noise, pollution); cultural
conditions (leisure areas, functional-
domestic premises, catering facilities);
mode and schedule of work; distance

Table 5. Forecast of the RF population by age groups (the average; at the beginning of the year)

Younger than working-age Of working-age Older than working-age
Year thousand in % of total thousand in % of total thousand in % of total
people population people population people population
2013 (fact) 24110 16.8 86137 60.1 33100 23.1
2020 26214 18.2 79659 55.4 38019 26.4
2025 25888 18.1 77722 54.2 39641 27.7
2030 23871 16.8 77530 54.6 40515 28.6
Source: Rosstat.
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Table 6. Dynamics of answers of European countries and Russia’s respondents on
the issue about job satisfaction and life (on a 11-point scale, in points)

. . Satisfaction with GDP per hour of working
Job satisfaction e
Country life in general time in 2012
2006 2012 2006 2012 (U.S. dollars, PPP)
Denmark 7.82 8.20 8.49 8.57 45.6
Norway 7.45 7.98 7.80 8.17 62.7
Switzerland 7.71 7.97 7.98 8.23 40.6
Finland 7.62 7.84 8.05 8.20 40.5
Sweden 7.40 7.80 7.93 7.97 443
The Netherlands 7.31 7.75 7.62 7.96 50.9
Belgium 7.50 7.65 7.53 7.56 50.8
Germany 6.90 7.45 6.85 7.53 49.2
Spain 7.20 7.43 7.62 715 41.2
UK 6.96 7.40 7.26 7.28 42.4
Poland 6.90 7.55 6.79 7.15 23.6
Estonia 6.92 7.16 6.47 6.36 22.3
Portugal 6.94 7.06 5.75 6.29 28.1
Russia 6.15 6.67 5.36 5.89 15.5
Note. Ranked by “Job satisfaction in 2012”.
Sources: Data of the monitoring of purposes, attitudes, values and behavior of the population in Europe (30 countries), European Social
Survey, 2006 —2012; OECD Database.

from the place of residence; primary cha-
racteristics of labor (severity, intensity,
difficulty) and secondary ones (monotony,
intellectual or creative intensity, risk,
novelty, etc.); appropriate qualification;
social climate in the team; prospects of
professional growth; wages and others[1, 5].

According to the monitoring of value
orientations and lifestyles of the population
(the research carried out by the European
Social Survey on the example of 30 Euro-
pean countries), the indicator of job
satisfaction® as an integral characteristic of
subjective perception of various aspects of
employment and manufacturing situations
is low (tab. 6). In 2012 the indicator value

¢ The research estimated “job satisfaction” on the basis
of the question: “Considering all sides of your job, tell us, how
satisfied you are with your current job?”. The respondents’
answers were recorded using an 11-point scale, with 0 being
completely unsatisfied and 11 — completely satisfied.
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was 6.67 points, which is by 8% more than
in 2006. The top of the list is occupied by
Denmark and Norway [24].

The stated above characteristics deter-
mine the level of labor management, and
consequently, the level of productivity in
the enterprise.

The monitoring of the labor potential
quality in the Vologda Oblast indicates that
in 2012 only 15% of employees were “quite
satisfied” with working conditions, 40% —
“rather satisfied than not”, 12% — “rather
satisfied”, 3% — “very dissatisfied” and
40% ““cannot say, whether they are satisfied
or not” (fig. 2).

In 2012, as in 2008, there was a signi-
ficant prevalence of positive asses-sments
of working conditions: 56% vs. 16% nega-
tive ones and 56% vs. 14%, respectively. So,
since the crisis, satisfaction with working
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Figure 2. Distribution of answers to the question: “Are you satisfied with
your working conditions?” (in % of number of employees)
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Source: hereinafter the data of the monitoring of the labor potential quality in the Vologda Oblast, ISEDT RAS, 1997-2012.

conditions has not undergone major
changes: the share of positive answers has
remained the same; the share of negative
ones has reduced.

Residents of Cherepovets are highly
satisfied with working conditions. The
group of most loyal employees in the
gender aspect consists of male population,
in the age aspect persons under 35, in the
education aspect — workers with higher and
incomplete higher professional education
(tab. 7).

The research assesses working condi-
tions on the basis of answers to the question
“Evaluate your working conditions...” by
the following directions: sanitary-hygienic
and psychological atmosphere at the
workplace, equipment capability, security.
The answers were recorded using a 5S-point
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scale, where 1 means that conditions are
very poor and 5 — very good. During the
period under analysis (2008—20117),
positive assessment of working conditions
dominate in the responses of the working
population in the Vologda Oblast, and the
share of negative evaluations in different
years ranges from 5% to 13% (tab. 8).

The assessment dynamics shows that
satisfaction with working conditions
depends primarily on sanitary-hygienic
conditions in the workplace. The influence
of the other factors is less significant and
stays approximately on the same level.

In 2011 the valuesdecreased in practically
all socio-demographic groups (tab. 9).
According to the estimates, the best
conditions are characteristic of the Vologda

7 This question was not asked in 2012.
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Table 7. Distribution of answers to the question: “Are you satisfied with your working conditions?”

in different socio-demographic groups of the population (in % of the number of workers)

Answers options
. | am quite satisfied and | cannot say | am rather not satisfied
Indicator Group C whether | am L
rather satisfied, than not . and very dissatisfied
satisfied or not
2008 2012 2008 2012 2008 2012
Vologda 57.6 56.2 29.5 29.7 12.9 14.1
Territory Cherepovets 67.4 58.8 18.8 22.5 13.9 18.6
Districts 58.5 53.8 27.5 31.3 14.0 14.9
Men 59.3 58.5 27.9 28.4 12.8 13.1
Gender
Women 61.5 53.1 23.8 28.9 14.7 18.1
Age Up to 35 years 56.9 56.1 28.0 26.8 15.1 17.0
Over 35 years 63.2 55.3 24.3 30.5 12.5 14.2
Pre-secondary and secondary 46.0 44.6 34.6 33.8 19.3 21.7
Education Vocational secondary 64.0 57.3 204 | 306 156 12.1
education
Higher and incomplete higher 68.0 62.1 241 23.7 7.8 141
Table 8. Distribution of the working population’s estimates of their working conditions, %
Sanitary-hygienic Psychological . . .
Answer option atmgsp?llgre at):nosph%re Equipment capability Security
2008 | 2009 | 2011 | 2008 | 2009 | 2011 | 2008 | 2009 | 2011 | 2008 | 2009 | 2011
Good and very good 48.2 46.0 50.5 48.8 49.7 45.3 50.0 49.3 46.8 49.0 48.1 44.6
Satisfactory 426 | 439 | 396 | 46.1 421 456 | 410 | 413 | 430 | 428 | 412 | 4238
Bad and very bad 9.2 10.2 9.9 5.0 8.2 9.1 9.1 9.3 10.2 8.1 10.7 | 12.7
Table 9. Evaluation of working conditions of different socio-demographic groups
of the working population, the average (a 5-point ordinal scale)
, Sanitary-hygienic Psychological Equipment .
Indicator Group atmgsngre at¥nosph%re c(;pe?bility Security
2008 2011 2008 2011 2008 2011 2008 2011
Vologda 3.38 3.52 3.47 3.48 3.53 3.56 3.51 3.53
Territory Cherepovets 3.59 3.40 3.67 3.35 3.65 3.43 3.62 3.42
Districts 3.47 3.61 3.46 3.42 3.35 3.40 3.41 3.28
Gend Men 3.40 3.47 3.47 3.42 3.42 3.45 3.43 3.32
ender Wornen 355 | 360 | 357 | 341 | 353 | 345 | 355 | 343
A Up to 35 3.48 3.56 3.50 3.42 3.50 3.49 3.49 3.36
o Over 35 3.47 3.51 3.53 341 3.45 3.41 3.48 3.39
Pre-secondary and secondary 3.21 3.35 3.34 3.28 3.25 3.35 3.24 3.18
Education Vocational secondary education | 3.45 3.95 3.95 3.43 3.53 3.45 3.51 3.38
Higher and incomplete higher 3.69 3.66 3.62 3.50 3.59 3.51 3.66 3.51

group exceed the middle of the 5-point
scale, indicating the dominance of positive
estimates of working conditions over the
negative ones in all groups.
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residents, women in the gender aspect,
persons under 35, and university graduates
in the education aspect. The average
assessments in each socio-demographic
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However, inappropriate working condi-
tions are among three most significant
reasons to change a job (after low wages
and personal circumstances) [9, p. 120].

The results of the monitoring of labor
potential quality demonstrate that almost
all qualitative characteristics of labor
potential are realized most fully in the case,
if employees are satisfied with working
conditions (7ab. 10).

The only exception is physical health
due to combined influence of hard work
on the functional systems of a human body.
Polls show that the fullest realization of
person’s intellectual qualities (indicators
of creative and cognitive potentials) and
employee’s social claims is possible in
favorable working environment.

Respondent mark that when they work
by speciality obtained in an institution of
vocational education, they are more
satisfied (there are twice more people who
agree with it).

Some foreign studies indicate that
satisfaction (dissatisfaction) with working
conditions has a significant impact on life
quality of the working population, which
is mainly reflected in the satisfaction of
everyday life [24, 25]. The correlation
analysis confirms the existence of
sustainable connection between these
indicators (it is known that the closer the
value of the correlation coefficient to 1 is,
the stronger the relationship between two
random variables is). The data, presented
in fable 11, showsthat people, satisfied with
life in general, are more satisfied with their
work. The correlation coefficient value
between these indices is increasing (from
0.591 in 2008 to 0.622 points in 2011).
There is a bit different relation between
indicators “satisfaction with life” and
“satisfaction with working conditions”:
the correlation coefficient value is lower
than in the previous case, but the relation
between these indicators is also significant.

Table 10. Realization of labor potential components in comparison with satisfaction
with working conditions in 2012 (in % of the number of workers)

Qualitative characteristics Quite satisfied and rather Can not say whether | Rather not satisfied and
of labor potential satisfied, than not am satisfied or not very dissatisfied
Physical health 80.7 789 82.0
Mental health 83.0 75.9 79.8
Cognitive potential 824 73.6 719
Creative potential 73.9 65.2 61.2
Sociability 85.3 77.8 80.5
Cultural level 83.2 75.8 75.8
Moral level 82.9 75.4 77.8
Need for achievement 75.2 67.7 741

Table 11. Relation between satisfaction with working conditions and life in general (correlation coefficient)

Satisfaction with working conditions

Satisfaction with work

Component 2008 7. 2009, 2011 T, 20087, 2009, 2011,
Satisfaction with life 0,588 0,491 0,516 0,591 0,652 0,622
Source: authors’ calculations.
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Therefore, employees’ positive percep-
tion of working conditions and work in
general involves positive changes in the
assessments of their own lives.

Thus, the analysis shows the importance
of working conditions in the worker’s life.
Obviously, skilled labor is possible only
when the employee is satisfied with the
surrounding environment, sanitary-
hygienic and psychological environment,
technical equipment and security. The
research conducted by American social
psychologist FE. Herzberg [26] discloses that
working conditions are not a motivating
factor (along with wages, relationship with
the staff, enterprise’s policy, etc.), and serve
as ameans to avoid dissatisfaction (hygiene
factors). Therefore, improving the quality
of job places is among the priority tasks to
increase workers’ labor contributions.

In developed countries there is a situa-
tion when job satisfaction is one of the
main motivators for efficient work ahead
of career development and higher wages.
The main reason for it is that in foreign
labor markets there is a great number of
highly skilled jobs that provide decent
remuneration. Despite the state’s attempts
to influence the quality of job places in
Russian economy labor has a routine
character and low performance.

The importance of human potential
increases in modern economy. Moreover,
increased attention is paid to social factors
of production. There is a growing under-
standing that man is not only an objective,
but also a condition of socio-economic
development. Trends of economic deve-
lopment, current structural changes raise

Economic and social changes: facts, trends, forecast
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the requirements to the quality of labor
force and the role of employees. Their
qualifications and skills should meet
international standards. It results in a
different approach to satisfy social needs of
the working population. Health protection
is in focus due to social (quality of life) and
economic (performance) considerations
[22].

In recent decades the concept “decent
work” is accepted by economists to identify
“the quality of working life” that gives a
fresh look at the problem of working
conditions[15; 16]. “The Concept of decent
work”, developed by the International
Labor Organization (ILO), defines the
safety of a workplace and high labor
productivity as key components of social
and labor sphere.

Modern realities dictate the necessity
to take into account the factors promoting
job satisfaction (in the narrow sense —
working conditions) when developing the
strategies and tactics of socio-economic
policy.

Close relations between employee’s
health state and working conditions make
the employers care about workers’ health.
Health care is one of the options of the
state and employers’ social responsibility
in the context of social policy. Ensuring
safe working conditions and preventing
occupational injuries requires employers’
unconditional performance of their
obligations. They should take stringent
control measures on labor protection.
Employers should follow certain social
standards set both at the national and
international level, which, in turn, involves
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the development of new approaches
to social policy. In our opinion, the
role of international organizations and
agreements, especially the ILO, is crucial,
as they guarantee social and labor norms
and standards at the international level
within their competence and thus promote
sustainable development. That is why,
the measures, encouraging employers to
improve working conditions, can become
effective ifthe Federal Law “On compulsory
social insurance against accidents and
diseases” is optimized according to specific
conditions of production [6]. The study
of working population’s satisfaction with
work is necessary at the state level to
develop the balanced policy of employment
and social protection and at the level of
individual enterprises to produce programs

of attraction, selection, retention and
motivation of employees, impact on their
loyalty.

The list of critical values [4] of socio-
economic development indicators has such
estimative indicators as alevel of satisfaction
with health services or satisfaction with the
level of obtained education. We consider
it appropriate to extend this list by the
assessments of satisfaction with working
conditions, with the extremely critical
value being 7—8 points (at the estimate
level of developed countries). It should be
atarget in strategic programs for territorial
development, ultimately leading to the
greater efficiency of public administration.
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Abstract. Modern scientists consider migration to be a tool that makes it possible to redistribute human
capital, which is currently the most important resource. At that, of special interest are the peripheral regions
of the country, including those with the cross-border status, where the influence of migration processes on
the structure of population is most noticeable. The Pskov Oblast is currently the leader in Russia in terms
of depopulation. Natural decline in the region’s population is only partially compensated by migration. In
this regard, the role of migration in the solution of demographic issues of regional development is becoming
more and more important. The article presents the analysis of migration processes in the Pskov Oblast in
the post-Soviet period; the analysis is based on the processing of statistical data. The author attempts to
explain the main trends in migration processes in the framework of the Pskov Oblast for the last 20 years.
Informational base of the research is formed by the materials of Pskovstat. The research findings can be
used in the drafting and adjustment of a concept for demographic development of the region.

Key words: Pskov Oblast, demographic crisis, depopulation, migration, external migration, migration
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The Pskov Oblast population has been
steadily declining since the oblast acquired
modern borders (1957). Transcendence of
death rate over birth rate was recorded in
the region a quarter of a century earlier than
on average in Russia [5]. During the last
two decades the Pskov Oblast beyond any
doubt takes up the top position according
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to the death rate and natural decline in
population [7]. Due to the pessimistic
predictive scenario, while keeping up the
pace of depopulation outlined in the late
20th century — at the beginning of the 21st
century, the population of the Pskov Oblast,
having 661.5 thousand people in 2013
could decrease by 150 thousand people
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in twenty years, i.e. almost by a quarter.
Population of the Pskov Oblast comprises
1/215 (0.46%) of the country’s population
with density index higher than national
average (2012). In the regions ranking
according to the value of population the
Pskov Oblast lost three points during the last
twenty years and took 66th positionin 2012.
From 1990 the share of the region in the
country’s population reduced from 1/175
to 1/215. Fractional data interpretation is
used by the author to estimate indicators
objectively and proportionally and to define
sufficiency extent, in particular, external
migration figures.

In the demographic structure the share
of people older than working age comprises
more than a quarter of the region’s
population (about one third in the rural
area) and continues to grow, that influences
the increase of death rate. Alongside with
high death rate among the people of
working age and low birth rate, it forms
natural decline in population. The share
of migration in the structure of increase
(decrease) in population of the region is
growing.

Nowadays migration outflow to the
metropolitan areas is compensated by
inflow of migrants from foreign countries,
consequently the migration balance comes
up to zero. Since 1990 the negative balance
has been observed, which is based on the
results of seven years (2001, 2005—2010),
but common balance has comprised +56.9
thousand people, which nevertheless could
not overlap natural decline in population.
Maximum figures of arrival were observed in
the periods of 1990—1996 and 2011-2012;
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however, maximum balance over the whole
period belonged to the first interval. It is
associated with forced migration of the
first half of 1990s mainly from the former
republics of the USSR (further from the CIS
and Baltic countries). The peak year of 1994
is worth mentioning, when the common
migration balance coincides in fact with the
number of people migrated from the foreign
countries in the current year.

Among the territorial entities of the
Russian Federation the region takes 53rd
place according to the total number of
migrants from the foreign countries arrived
during the last twenty years. In that period
migrants from the CIS and Baltic countries
as well as from Georgia comprised on
average 95% of migration inflow to Russia.
Neighboring countries with the Pskov
Oblast — the Baltic states and Belarus
— are able to give far less migrants than
Kazakhstan and countries from Central
Asia, that based the migration population
increase in Povolzhye and Kazakh border
zone. Moreover, for the Baltic countries,
which are the EU member-states, “west
drift” is essential as well as for the whole
former Soviet republics, therefore the
center of attraction for them is situated the
other way round from Russia. If we rank
regions, which are neighbored by other
countries on land according to the same
indicator, the Pskov Oblast will take 23rd
place of 38, which is proportional to the
common ranking. If we look at the region
from the point of view of population size,
not from the viewpoint of location, able to
provide migration attraction, the region is
behind 65 regions out of 83.
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Figure 1. Number of foreign migrants per 10 thousand people
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Source: Pskovstat data.

So far as population size of the Pskov
Oblast in absolute terms has been rapidly
decreasing during the last 50 years, it is
better to use for analysis the relative
indicator of the foreign migrants per 10
thousand people of the region’s population
in a year (fig. 1).

In the peak year of 1994 according to
that indicator the Pskov Oblast took the
11" place (with the indicator 148 people/10
thousand people) after the Magadan
Oblast and the Smolensk Oblast, but
before Povolzhye and the metropolitan
areas; among the cross-border regions —
the 5 place, ahead of the Kursk Oblast
and the Voronezh Oblast, but conceding
the Kaliningrad Oblast and the Belgorod
Oblast. In 2011-2012 the region got into
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the third decade according to the number
of foreign migrants per 10 thousand people
(the 9" and 12t places among the cross-
border regions, respectively), owing to
insignificant increase of migrants, as well
as the decrease of population. The average
value of indicator from 1993 till 2012
comprises 38 people/10 thousand people
in the Pskov Oblast, and it takes the 22nd
place in the common ranking and the 12th
place in the cross-regions ranking.

On the figure 2there is a graph revealing
two functions: proportion of the number of
foreign migrants arrived in Russia to the
number of those who arrived in the
Pskov Oblast; and proportion of Russia’s
population size to the number of inhabitants
of the Pskov Oblast.
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Figure 2. Proportion of the number of foreign migrants arrived in Russia
to the number of those who arrived in the Pskov Oblast; and proportion of Russia’s
population size to the number of inhabitants of the Pskov Oblast
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For instance, in 2000 the Pskov Oblast,
population of which comprises 1/185 of
Russia’s population, was chosen by share
of 1/185 from the total number of foreign
migrants. Approximately the same values
were in 1998 and 2007 — 1/182 and 1/181,
1/201 and 1/197, respectively. Maximum
values of indicators correlation were
observed in the period up to 1994 — the
peak year for external migration to Russia.
By that period the tendency regarding
return of Russian-speaking population
from the former Soviet republics to Russia
that began long before the break-up of the
USSR still remained. Absolute maximum
within 23 years was evidenced in 1992
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(1/83), just after the collapse of the USSR.
Then the cross-border position of the Pskov
Oblast had an impact on the relatively
large number of migrants. Correlation of
indicators had evened by 1998, when the
forced migrations remarkably reduced.
Further hesitation of indicator occurred
in the range from 1/152 in 2004, which is
higher than correlation of population of
the Pskov Oblast and Russia in this year, to
absolute minimum 1/304 in post-crisis year
0f2010, which corresponded the minimum
of people arrived in Russia, and apparently,
enhancing role of economic factors.
Therefore, the share of migrants in the
total number of Russia’s foreign migrants,
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selected the Pskov Oblast, since 1990 was
changing from 1/83 to 1/304, and the
share of region in the population of
Russia, as mentioned above, reduced
from 1/175 to 1/215. Moreover, as the
graph shows, trend lines of indicators are
co-directional, but the graph of the share
of people moved to the territory of the
Pskov Oblast in the total number of those,
who arrived in Russia, hovers around
population function. All in all, if we take
into consideration the structure of flow,
then it corresponds the gravitation law of
migration, according to which the intensity
of migration flow is in direct proportion to
disparity in the number of population of the

arrival and departure points, and inversely
proportional to distance between them [2].
Notwithstanding that the invention and
widespread use of the gravitation law of
migration refers to the middle of the 20th
century, the model is used in the analysis
of the modern migration processes [1, §].
In the 1990s the Pskov Oblast, turned out
to be in close proximity with contributing
countries, took the highest number of
migrants (small distance showed up). Then
the flow from the western neighboring
countries balanced with the flow from the
Central Asia countries and on the share
of the region fell out its own “quota”,
corresponding to the number of the

Figure 3. Total structure of foreign migration of the Pskov Oblast
in 1990-2011 according to departure countries
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104

3(33)2014

Economic and social changes: facts, trends, forecast



SOCIAL DEVELOPMENT

P.V. Vasilenko

region’s population. During the last years,
when the migrants from the Central Asia
start to predominate, again the small
distance showed up (significant remoteness
from the departure point), as the result the
region lacks migrants (although economic
factors and new peculiarities of migration
registration interfere, consequently the
situation does not look so unambiguous).
Let us consider the structure of foreign
migration of the Pskov Oblast during 1990—
2011 according to departure count-ries
(fig. 3). In the investigation period the share
of the CIS and Baltic countries, as well as
Georgia in this structure comprised 97.7%.
Let us divide these countries into four
groups: the Baltic states (Lithuania, Latvia,
Estonia), Belarus, Moldova and Ukraine,
the Trans-Caucasian states (Azerbaijan,
Armenia, Georgia) and the Central
Asia countries (Kazakhstan, Kirghizia,
Tajikistan, Turkmenistan, Uzbekistan).
Around one third of arrived migrants
(32.4%) came from the Baltic states; that
group took the first place among the
contributing countries to the Pskov Oblast
since 1990. Such indicator was determined
by the high share of newcomers from
Latvia (18.3%) and Estonia (11.8%), in
consequence of mass migrations of the
first half of the 1990s, when the arrival of
the Russian-speaking population from the
Baltic states started. The share of Lithuania
was not significant (2.4%). The Pskov
Oblast has a common border with Estonia,
but historically the region is closely
connected with its western neighbors not
only by common border, but by population
as well. The Russian-speaking population in
the Baltic states remains numerous — 29.5%
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of Latvia’s population, 25.5% of Estonia’s
population, and 5.8% of Lithuania’s
population, according to the population
census of 2011.

Moreover, the Russian-speaking
diaspora in Latvia is the biggest one due
to the number of Russians per its one
resident. Every third resident of the border
areas of the Pskov Oblast has relatives
across the border in Estonia and Latvia [6].

Regardless of close relationship and
high potential of diaspora, mass migration
from the Baltic states stopped in the second
half of the 1990s. On the one hand,
the common peak of migrations of the
Russian-speaking population to Russia
passed by that time, and that corresponded
to the common tendency (everybody, who
wanted to leave immediately, left). On the
other hand, in the end of 1995 the Baltic
states applied for accession to the European
Union, and new prospects marked out
for residents from Estonia, Latvia and
Lithuania. Socio-economic inequality
started to grow. Due to reduction of
potential migrants, the migration flow ran
down. For Estonia and Latvia that category
included, first of all, stateless persons, the
number of those significantly reduced,
and many of them entered preretirement
and retirement age, when the possibility of
migration declined. Children, born after
republics became independent, received
citizenship (partly holding parents in
place) and now, being the EU citizens, did
not connect their future with Russia. For
migrants from Latvia both to the Pskov
Oblast, and to Russia at large, decrease of
indicator was characteristic during 2002—
2008. It was noteworthy that in Latvia
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in that period there was a special body —
Secretariat of the Minister on special
commissions on common integration
affairs. It was aimed at conducting a
dialogue between government and ethnic
minorities of Latvia (including Russians),
struggling with discrimination, solving
existing problems, contributing to creation
of society with single value system, etc.
Activities of secretariat came under
constant criticism, and in 2008 it ceased
to exist. After that migration outflow from
Latvia to the Pskov Oblast increased again.
It was worth mentioning that the program
on contributing voluntary resettlement of
nationals applied to the residents from the
Baltic states as well.

The share of migrants from the Baltic
states arrived in the Pskov Oblast in the
amount of people arrived in Russia was
high — on average 1/27 for the period
1993—-2011. Maximum figures were
observed for Estonia till 1998 — more than
1/10 of all migrants from that country
settled in the Pskov Oblast. Similar figures
in that period were observed in Latvia
(around 1/10). Further the insignificant
hesitation of indicator for both countries
was under way (up to 1/20). The share
of migrants from Lithuania, selected the
Pskov Oblast, was maximum in 2007 —
1/28 and minimum in 2010 — 1/217,
having the average value 1/57. For the
region accumulating 1/191 of all Russia’s
population, those indicators were high
and were determined by neighborhood
with those countries. Let us consider the
distribution of average value concerning
the number of migrants arrived from the
Baltic states per 10 thousand people in
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the line Pskov — Moscow, with distance
from the border. The highest value was
observed in the Pskov Oblast — 11.6 people
per 10 thousand people. The next were
the Novgorod Oblast and the Smolensk
Oblast — 4.6 people and 3.1 people per
10 thousand people, respectively. It was
interesting that correlation of indicators
of those regions was proportional to corre-
lation of distance from Riga to Veliky
Novgorod and from Riga to Smolensk. The
closing regions were the Tver Oblast — 2.7
people per 10 thousand people and the
Moscow Oblast along with Moscow, the
low indicator of those (0.6 people per 10
thousand people) was determined not only
by the remoteness, but large population
size of the metropolitan area. Therefore,
according to the distance of the Russian
territory from the borders, the number
of arrived migrants from the Baltic states
per 10 thousand people is reducing,
i.e. intensity of migration is in direct
relationship to distance. The common
share of the Baltic states in the migration
structure to the Pskov Oblast reduced from
39% (1994) to 17% (2011).

The next group of countries consisting
of Belarus, Ukraine and Moldova, in
1990—2011 provided 31.3% of foreign
migrants of the Pskov Oblast. The share
of people arrived from Ukraine during that
period comprised 15.6%, Belarus — 12.3%,
Moldova — 3.4%. Migration dynamics
of this group differs from migration
dynamics of the Baltic states. The peak
year is 1990, then by 1992 the downswing
was observed (it could be assumed that
potential migrants ruminated to move or
not). By the landmark year of 1994 there
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was a new growth. The common number
of migrants till 1996 ceded the number
of those arrived from the Baltic states,
but in 1994 from the Central Asia as well.
However, decrease of the common number
of migrants in the second half of the 1990s
did not turn out to be so rushing as for the
Baltic states: since 1998 on average 450
people in one year from Belarus, Ukraine
and Moldova were steadily coming to the
Pskov Oblast against 180 people in one
year from Estonia, Latvia and Lithuania.
In contrast to the Baltic states, Belarus,
Ukraine and Moldova have more numerous
Russian diasporas. The largest diaspora is
situated in Ukraine (more than 8 million
people, according to the population
census of 2001); number of Russians in
Belarus is great as well (7.9 million people
according to the population census of
2009), 200 000 of Russians live in Moldova
(according to the population census of
2004). Notwithstanding that number of
Russian diasporas of post-Soviet Lithuania
and Moldova are comparable, number of
migrants from these countries comprise
hundreds from Lithuania and thousands
from Moldova. The share of migrants from
Belarus, Ukraine and Moldova, selected
the Pskov Oblast in the total number
of migrants from these three countries,
selected Russia during 1993—2011, is low —
1/133. However, inside this group there
exist some differences: for Belarus, having
the common border with the Pskov Oblast,
this indicator equals 1/48. For Ukraine
this indicator comprises 1/225, testifying
that the Pskov Oblast all in all turned out
to be less attractive than “average” region
of Russia, though there are fluctuations of
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correlation. The share of migrants arrived
in the Pskov Oblast in the total number of
migrants arrived in Russia from Moldova
during 1993—2011 equals 1/126 on average,
moreover, indicator’s periods of growing
smoothly interchange periods of decline.
In view of political events in Ukraine at the
close of 2013 — at the beginning of 2014 and
expected growth of the migration flow, the
role of this country as the migration donor
including the Pskov Oblast situated over the
western borders, increases.

Let us consider distribution of average
value of the indicator concerning the
number of migrants arrived from Belarus,
Ukraine and Moldova per 10 thousand
peopleinthe line Bryansk — Saint Petersburg.
Here the indicator smoothly decrease
from the Bryansk Oblast (17.5 people/10
thousand people), lodged between Belarus
and Ukraine, through border regions — the
Smolensk Oblast (9.7) and the Pskov Oblast
(11.2) to relatively distant the Novgorod
Oblast (9.7) and populous St. Petersburg
(along with the Leningrad Oblast — 7.7
people/10 thousand people).

According to population size the third
group of contributing countries for the
Pskov Oblast consists of Central Asia
countries. Residents of Kazakhstan,
Kirghizia, Tajikistan, Turkmenistan and
Uzbekistan provided 28% of foreign
migration during 1990—2011. Migration
dynamics to the Pskov Oblast from Central
Asia countries is more stable than dynamics
of two previous groups of countries —
disparity between minimum and maximum
of migrants during the investigation period
comprises 3233 people, while for the Baltic
states — 5818 people, and for Belarus,
Ukraine and Moldova — 4468 people.
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In 1994 traditional peak was observed,
and then local maximums in the total
dynamics were evidenced, when migrants
came from the remote republics of the
Pskov Oblast. In the common structure
of contributing countries Central Asia
republics were obviously prevailing in
1998, 2001, 2004, as well as starting from
2009. Among the group of Central Asia
countries Kazakhstan and Uzbekistan
could be marked, which were leading
due to the population size in their region
and providing respectively 11 and 8% of
the whole foreign migration to the Pskov
Oblast during 1990—2011. However, from
2006 the number of migrants from the less
successful Uzbekistan started to prevail.

During 1990—2011 22 910 people came
to the Pskov Oblast from Central Asia, on
average 208 people in a year from each of
the five republics. Russian-speaking
diasporas of Central Asia are numerous,
Kazakhstan with 23% of Russians
(around 4 million people) and Uzbekistan
(around 1 million people) stand out.
Outflow of population from Central
Asia republics started in 1970 along with
ethnic conflicts of the 1980s—1990s and
breakup of the USSR strengthened. At
present localization of personnel policy,
nationalization of education and emerging
role of national languages make Russian-
speaking population leave Central Asia.
Therefore, migration potential of republics
remains high. According to the forecast of
M.B. Denisenko and N.V. Mkrtchan [3], in
the period till 2030 half of the rest Russian-
speaking population of Central Asia, i.e.
around 2.5 million people (125 thousand
people per year) would move to Russia.
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While retaining the tendency of the last
five years, it would be around 350 people
in a year for the Pskov Oblast.

The share of migrants from Central Asia
arrived in the Pskov Oblast in total number
of Central Asia’s migrants to Russia during
1993—-2011 was not big — 1/264. More
indifferent to the Pskov Oblast were former
residents of Kazakhstan (1/378) and
Uzbekistan (1/269). However, there were
local maximums — in 1994 the region was
chosen by 1/71 and 1/91 of all migrants
of Tajikistan and Turkmenistan. After the
implementation of the state programme
on rendering assistance to voluntary
resettlement of nationals living abroad
to Russia, the number of migrants from
Central Asia increased next larger than
migrants from other countries. Regardless
of republics’ remoteness from the Pskov
Oblast and existence of the Baltic Russian-
speaking diasporas with high potential, in
the near future it would make Central Asia
countries the leaders of the contributing
countries to the Pskov Oblast.

Let us consider distribution of average
value of the indicator concerning the
number of migrants arrived from Central
Asia countries per 10 thousand people in
the line Orenburg — Pskov. Here dynamics
is not so unambiguous in comparison with
two previous groups of countries. However,
if we do not take into account Moscow
and the Moscow Oblast, Mordovia and
the Ryazan Oblast, we can say that the
indicator decreases from Orenburg,
Samara and Ulyanovsk to Tver and Pskov.

The last group of former Soviet
republics, influencing the migration
picture of the Pskov Oblast, consists of the
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republics of Transcaucasus. Their share
in the total number of migrants during
1990—2011 was not big — 8.3% (6789
people). In dynamics of arrival since 1990
after maximum 1994 there was a long-term
decline till growth in 2007 on the threshold
of economic crisis. It was interesting that
the number of migrants from other CIS
countries in those years did not grow or
grew slightly.

The Russian-speaking diaspora of
Transcaucasus is not great, especially after
mass migrations at the beginning of 1990s.
Migration movement involves not only
Russians, but also representatives of titular
nations — according to the population
census of 2010 2 million of Azerbaijanians,
Armenians and Georgians live in Russia
(including around 4 thousand on the
territory of the Pskov Oblast), that suppose
contact of mighty foreign diasporas with
their native countries. However, the Pskov
Oblast was not an attractive region for
migrants from Transcaucasus — since 1990
it was chosen only by every four-hundredth
newcomer from Azerbaijan, Armenia or
Georgia.

Due to distribution of average value of
the indicator concerning the number of
migrants arrived from Transcaucasus
countries per 10 thousand people in the
line “North Ossetia — the Pskov Oblast”,
all the migrants settle evenly along the way
and do not reach the Pskov Oblast.

As a conclusion, we can mark that the
Pskov Oblast, situated near the border, is
attractive in terms of migration. Common
migration balance during the last 20
years was positive. Foreign migration was
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presented generally by people from the
post-Soviet republics, besides since 1990
in absolute indicators, almost equally both
from the Baltic states, Ukraine, Belarus,
due to their territorial closeness, and from
Central Asia and in a less degree from
Transcaucasus and Moldova. According
to the existing tendencies, in the structure
of external migration predominance
of Central Asia direction and essential
decrease of the Baltic direction should
be expected in the nearest future. In
relation to the political events in Ukraine
and the possibility of reinforcement of
migration flow to Russia it is necessary
to take measures on the level of local
authorities for creation of some advantages
to redistribute part of the flow in favor of
the Pskov Oblast. In the external migration
picture of the Pskov Oblast the following
peculiarity can be noted: the number of
foreign migrants is relatively proportional
to the population size of the region and
co-directionally fluctuates in time with
it. Herewith, there is a link between the
intensity of migration and distance, which
alongside with the previous remark allow
speaking about impact of gravity forces on
external migration picture of the region.
While making out the conception of the
Pskov Oblast it is recommended to pay
attention to the expected change in the
structure of foreign migration in relation
to demographic and political processes in
the contributing countries. While solving
demographic problems of the Pskov
Oblast, in general, special attention should
be paid to attraction and adaptation of
foreign migrants.
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Abstract. In modern conditions the provision of investment process financing is the most important
task of state economic policy aimed at achieving sustainable growth and dynamic development of the
Russian economy in general. This problem solution requires further theoretical consideration and
development of appropriate methodological, methodical and practical recommendations. Financing of
investment activity development should be based on the systemic approach, which considers this process as
an element of the financial support system of the state innovation development. It is necessary to conduct
research in order to expand the financial component of this support, encourage the investment process
development, enhance financial relations in the sphere of forming and using the intellectual property
objects and develop a complex of measures to study the innovations implementation possibilities. Although
economic science pays a lot of attention to various aspects of the issue, there is currently no research
work, devoted to the study of sources of the investment process financing. Development of methodical
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and practical recommendations to establish the system of its financing, taking into account modern world
economic trends is required. The authors have revealed the enterprises’ general economic profit while
promoting sustainable economic growth by means of provision of financial resources for it. The closeness
ofthe relationship is calculated on the basis of regression models that characterize the sectoral distribution
of gross profit. The correlation-regression analysis has helped to assess the influence of the main sources
of the RF fixed assets on the investment index. The economic nature of the sources determines its value

and dynamics.

Key words: investment process, investment climate, business, intensification, profit, source of financing,
investment costs, regression model, indices, dynamics, investment operations, investment activity, the level

of taxation.

The investment climate in each country
is formed due to active participation of the
state. It determines domestic and foreign
policies; introduces taxes; sets interest
rates, varying them in accordance with
the economic situation and curbing their
growth by means of special economic
methods; affects the level of tax collection;
actively engages in the development of
legislative acts, creating economic, political
and legal conditions that determine the
functioning of enterprises.

“The study of theoretical and metho-
dological foundations of sustainable
economic growth concludes that investment
plays a key role in the solution of this
problem” [1, p. 48]. Due to the so-called
mechanism of reducing investment activity,
functioning in the Russian economy in 1999
and 2007, the decline of social production
was replaced by a more severe economic
crisis in the form of recession reproduction
[2, pp. 38-39]. With the reproduction
decline, the input of the active part of
fixed assets either lags far behind its
output or does not compensate the latter.
The main reason is the 48% depreciation
of fixed assets [3, p. 345]. It should be
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taken into account that the economic
development is possible only with the
extended reproduction being ensured,
which implies greater renewal of the main
elements of productive forces and their
qualitative improvement.

Since 2000 the national economy has
managed to overcome such a negative
trend when the output of the fixed assets
in use advances over their input. However,
if we take into account economic security
and national economic tasks to modernize
production capacities and job places,
we can say that the volume of the input
equipment remains inadequate. For
comparison, in 1970, in the so-called
“period of stagnation”, the coefficient of
renewal was 10.2% and the coefficient of
output — 1.7%, i.e. the fixed assets renewal
was several times faster than in 2011, when
the coefficients of their renewal and output
amounted to 4.6 and 0.8 %, respectively |3,
p. 345]. So, the trend of their wear and tear
remained the same due to such dynamics
of fixed assets renewal.

“Russian fiscal policy does not lead to
the solution of the problem to invest in the
economy modernization. The system of

Economic and social changes: facts, trends, forecast
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state regulation in this sphere requires
significant upgrade. According to the
ISEDT RAS research, the increase in tax
collection and a number of unpopular
measures, especially in big business, would
attract 8—13 trillion rubles per year to the
budget system of the country. However,
no practical steps have been made in this
direction yet. What is more, nowadays the
potent financial assets such as funding of
the Reserve Fund and the National Wealth
Fund do not participate in the solution of
priority tasks of socio-economic develop-
ment” [1, p. 56].

This situation is hazardous for the
national economy, since the ability to
innovation development is reducing
significantly. The mechanism to decrease
investment activity in the production and
to encourage economic growth in the
Russian modern economy predetermines
that the national economy is unable to
overcome the current situation and to
ensure sustainable economic development.
This requires a complex of state regulation
measures and huge costs in order to
intensify investment activities. Another
option is to attract foreign capital, which
ultimately leads to the threat to the
country’s economic security.

Asaresult, the modern Russian economy
is still characterized by the multilateral
(total) financial crisis. Its basic forms are
unprofitability, decrease in fixed capital,
insolvency, criminalization of financial
management, conscious concealment of
financial flows from accounting, taxation,
theft of financial and other resources.
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It must be emphasized that the tax base
formation and the enterprises’ ability to
pay taxes are inseparably connected with
the financial situation of the latter.

Undoubtedly, the researchers’ conclu-
sion that the high level of taxation in Russia
jeopardizes its investment activity makes
sense.

In conditions of modern market
economy, boosting enterprises’ investment
activity is connected first of all with the
search of sources and types of financial
resources, which should ensure the balance
between investment costs and financial
capabilities.

Asthe result of privatization, the enter-
prises’ own funds are known to have been
the key source of investment activity
financing. Their share in Russia in 2011
accounted to almost 70% of the total
investment. These funds are formed mainly
at the expense of the enterprise’s profit and
depreciation (tab. 1).

Profit is the main internal source of the
enterprise’s financial resources, ensuring
its development. The higher the level of
profit generation in the process of economic
activity is, the less the need to attract
funds from external sources is and, ceteris
paribus, the higher the self-financing level
and the competitive position in the market
are. However, unlike some other internal
sources, profit is a reproducible source and
its reproduction is carried out in conditions
of successful management on the extended
basis. 7able Iindicates that the enterprises’
own funds in fixed capital investment have a
substantial share (42.7%), the enterprises’
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Table 1. Sources of the fixed capital funding in the Russian economy, % to the total

Year
Indicator
2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
Investment in fixed capital 100 100 100 100 100 100 100 100 100 100 100 100
Including the financing 475 | 494 | 450 | 452 | 454 | 445 | 421 | 404 | 395 | 371 | 410 | 427
sources: own funds
Of them:
- profit remaining at 234 | 240 | 191 | 178 | 192 | 203 | 199 | 194 | 184 | 160 | 171 | 17.2
the disposal of the
enterprise (the Fund)
- depreciation 181 | 185 | 21.9 | 242 | 228 | 209 | 192 | 176 | 173 | 182 | 205 | 216
_ attracted funds 525 | 506 | 550 | 548 | 54.6 | 555 | 57.9 | 596 | 60.5 | 629 | 59.0 | 57.3
Of them:
29 | 44 | 59 | 64 81 | 95 | 104 | 118 | 103 | 90 | 77
- banks
- budget funds 220 | 204 | 199 | 196 | 17.8 | 204 | 202 | 215 | 209 | 21.9 | 195 | 188

Compiled by: Promyshlennost' Rossii 2012: stat. sb. [The 2012 Russian Industry: Statistics Digest]. Rosstat, Moscow, 2012. 445 p.

profit amounts to 17.2 % approximately.
This is almost the depreciation amount,
intended for reproduction of fixed capital.

Profit is not a guaranteed income of the
entrepreneur, who has invested his/her
capital in business; it is a result of skillful
and successful business management.
However, the entrepreneur can not only
lose the expected profit, but also lose the
invested capital fully or partially due to
some failures or objective external reasons.
Therefore, profit is a kind of payment for
the risk of doing business.

At the same time it is necessary to
consider the overall economic value of
enterprises’ profit in the provision of
financial resources for sustainable eco-
nomic growth.

The correlation-regression analysis in
this study helps to evaluate the impact of
the main fixed capital sources on the
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investment index in the Russian Federation,
which determines its value and dynamics
due to their economic nature.

The index of investment in fixed capital
in the Russian Federation is selected as a
resultant variable (Y) and is laid in the basis
of research as the most informative and
most fully reflecting the investment
development in the country. Factor
variables (X), influencing the dynamics of
the studied indicator, are the following:

X,—an index of accumulation funds in
the Russian Federation, % to the previous
year;

X, — an index of depreciation in the
Russian Federation, % to the previous
year;

X, —an index of funds raised by banks,
% to the previous year.

The initial data for the correlation-
regression analysis is presented in fable 2.

Economic and social changes: facts, trends, forecast
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Table 2. Initial data for the regression analysis of the degree of the formation sources influence
on the index of investment in fixed capital in the Russian Federation, % to the previous year

Year Ir}de>f of investment in fixeq .Index of aqcumulation funds Index qf depreciat?on in the Index of funds raised
capital in the Russian Federation | in the Russian Federation (X,) Russian Federation (X) by banks (X,)
2001 126.8 129.8 129.8 191.3
2002 109.0 86.7 128.9 1454
2003 125.4 117.0 138.2 136.5
2004 1231 133.2 116.1 151.8
2005 128.8 135.9 118.3 133.5
2006 131.7 129.3 120.5 154.5
2007 137.0 133.0 126.1 149.4
2008 128.5 122.3 126.2 145.6
2009 90.1 78.0 94.8 78.5
2010 109.7 117.3 123.4 95.9
2011 116.2 1175 122.4 99.7
Compiled by: Rosstat data. Available at: http://www.gks.ru.

The study of the correlation between
the phenomena begins with indicating its
closeness by means of the correlation
analysis. The basis for the correlation
measurement is a matrix of pair correlation
coefficients. This matrix reveals the
closeness of factors with the resultant
variable and between themselves. The pair
correlation coefficients are calculated as
follows:

where X € y are average values of the
resultant variable and the corresponding factor.

By means of AP “Statistica” we have
calculated the matrix of pair correlation
coefficients, used for the analysis of the
impact of the main fixed capital sources
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on the investment index in the Russian
Federation (tab. 3). In addition to the
obtained correlation coefficients the
matrix also indicates the probability of
the hypothesis of their insignificance (p),
established within 0.1 (or 10%) in the
framework of this research.

The value of the calculated correlation
coefficients gives us an opportunity to
estimate the degree of the factor variables
impact on the resultant variable; the
polarity (“+” or “—"") of the correlation
coefficients indicates a direct or reverse
impact type. All the calculated correlation
coefficients have positive values, thus
the indices of accumulation funds (X))
and indices of funds raised by banks (X))
have the greatest impact on the index of
investment in fixed capital (Y), i.e. the
increase in the values of these indices results
in the growth of the index of investment in
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Table 3. Matrix of pair correlation coefficients

Y X, X, X,
1 0.8812 0.6117 0.7252
’ - p =0.000 p =0.045 p=0012
. 0.8812 1 0.4076 0.5496
! p=0.000 - p=0213 p=0.080
N 0.6117 0.4076 1 0.5677
’ p =0.045 p=0213 - p =0.069
0.7252 0.5496 0.5677 1
% p=0.012 p =0.080 p=0.069 -

fixed capital. The depreciation index (X))
has a noticeable, but still less impact on
the resultant variable. The coefficient of
its correlation with the resultant variable
has the lowest value (r,,,=0.6117), its rise
also promotes the growth of the index of
investment in fixed capital.

The important stage of the regression
analysis is the selection of factor variables
for further inclusion in the multiple
regression equation. The complexity
of its model construction is that factor
variables often depend on each other, i.e.
they are multicollinear. In practice, the
identification of multicollinearity cases
is based on the matrix of pair correlation
coefficients. The indicator is a correlation
coefficient value that isr > 0.8.

The analysis of the matrix of pair corre-
lation coefficients (see fab. 3) indicates the
absence of multicollinearity between factor
variables X|, X, and X, and therefore there
is no need to exclude or replace any of
them. Therefore, all three selected factor
variables should be included in the further
process of the regression analysis. What is
more, they have a significant direct impact
on the resultant variable value: in our

116

opinion, the probability of including all of
them in the regression model is quite high.

Let us calculate the regression model.
This mathematical task is formulated as
follows: it is required to find an analytical
expression of the dependence of the eco-
nomic phenomena on its defining factors,
that is why it is necessary to calculate the
function

Y=AX,X, ..., X). )

k

The aim is to reveal the character and
degree of impact of the arguments on the
function. The regression analysis indicates
how the dependent value changesin average
when one or more independent variables
change and the unrecorded factors have
the fixed value. What is more, the study of
pair correlation between the function and
one of the arguments is usually ineffective,
as economic phenomena are, as a rule,
multifactorial, and there are also complex
correlations between the factors.

The regression analysis process consists
of a sequence of stages:

— construction of the regression equa-
tion;

3(33) 2014  Economic and social changes: facts, trends, forecast



BRANCH-WISE ECONOMY

L.A. Kormishkina, I.B. Yulenkova

— checkofsignificance of the regression
equation coefficients;

— checkofsignificance of the regression
equation;

— calculation of the regression charac-
teristics.

The regression analysis result is the reg-
ression equation:

Y=21.496 + 0.466 X, + 0.247 X, +
+0103 X, (3)

where Yis an estimated value of the resultant
variable.

The significance of the regression equa-
tion is checked by the F-test, the estimated
value is calculated by the following formula:

D2
Fpacy =4LULD%6 " 4)
OCT.
The total variance D2 is calculated

o0LLL.
by the following formula:

D2 _S(y-y? (5)

o6, k+1

where k is a number of factors;

(k+1) is a number of studied factors plus a
free term in the regression equation a;

Y is an average of resultant variable levels.

Residual variance D is calculated by the
function:

_S(7=-y? (6)

2
b n-k-1"-

OCT.
The calculated value of the F-indicator
is compared to the table one, got at a given
significance level p and degrees of freedom
(k+ 1) and (n — kK — 1). If the estimated
value is more than the table value, then
the hypothesis of the regression equation
insignificance is rejected. Hence, it can be
interesting to calculate the significance of
individual regression coefficients by means
of the Student’s t-test:
a-:
ta; = @L (7)
J
Where Saj is a standard deviation of the
equation coefficients aj.

S-S O

_0\2
where S5 = \]%isastandard deviation

of random errors;
bij is diagonal elements of the matrix (X7.X)'.
The regression coefficient is recognized
as significant, if the calculated value of the

Table 4. Results of the regression analysis on the basis of three factor variables

Correlation coefficient R = 0.9416. Determination coefficient R/ = 0.8867

Value F (3.7) = 18.259, p < 0.00109

B-coefficient Equation parameters

Value of the

Student's t-test (1 Significance level p

Invariable 21.496 1.056 0.326

X, 0.664 0.466 4317 0.003

X, 0.202 0.247 1.292 0.238

X, 0.246 0.103 1.441 0.093
Economic and social changes: facts, trends, forecast 3 (33) 2014 117
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Student’s t-test is greater than the table
value. All factor variables, which regression
coefficients have proved to be insignificant,
are eliminated from the regression equation;
the model-construction processis repeated.
The regression analysis equation is set up
only on the basic of independent variables,
with their coefficients being significant.
Then the significance of the regression
equation and its coefficients is checked
again. The process is repeated until there
are significant coefficients in the equation.

With the probability being 0.90, the
significant regression coefficients of the
multifactorial model are only factor
variables X, and X, as the probability of
accepting the reverse hypothesis does not
exceed 0.1. The probability of accepting
the reverse hypothesis for factor variable X,
(the depreciation growth index) was more
than 0.238 (tab. 4).

Let us eliminate the factor variable X,
from the analysis and repeat the process
again, i.e. set up the regression equation
only on the basis of independent variables,
with their coefficients being considered as
significant (X, and X)) (fab. 5).

Asaresult we get the regression equation
with two significant factors:

Y=43.785 + 0.485X, + 0.144X,. (9)

The F-test and Student’s t-test indicate
statistical significance of the equation and
its factor variables at the significance level
0f90%.

The determination coefficient, revealing
what part of the total variation of the
dependent variable is determined by the
factors included in the statistical model, is
calculated by the following formula:

2
R2 = ZW=Y)", 100%.
=(y-9)?

(10)

The determination coefficient equal to
0.8597 indicates that the dynamics of the
index of investment in fixed capital are due
to the included indices X, and X, by
85.97%, and the level of residual variation
is 14.03%. Consequently, the rate of
investment in fixed capital in the Russian
Federation is influenced by two investment
formation sources, such as accumulation
funds and the amount of raised funds.

Table 5. Results of the regression analysis on the basis of two factor variables

Correlation coefficient R = 0.9272. Determination coefficient R/ = 0.8597

Value F (2.8) = 24.507, p < 0.00039

B-coefficient

Equation parameters

Value of the student's

t-test (1) Significance level p

Invariable 43.785 3.896 0.005

X, 0.692 0.485 4.363 0.002

X, 0.345 0.144 2177 0.061
118 3(33) 2014  Economic and social changes: facts, trends, forecast
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This conclusion confirms the value of
the multiple correlation coefficient equal
to 0.9271, indicating high correlation
between the indicator and the factors
included in the regression model.

The equation coefficients demonstrate
the factors’ impact on the resultant variable
level and characterize the degree and type
of each factor’s impact on the analyzed
parameters. Their interpretation results in
a conclusion that the index of investment
in fixed capital (Y) rise when the indices
of accumulation funds (X,) and funds
raised by banks (X)) increase. According
to the obtained data, the growth in the
funds accumulation index by 1% leads to
the increase in the index of investment in
fixed capital by 0.485%, while the growth
in the index of raised funds by 1% — to the
increase by 0.144%.

The model quality is characterized by
a relative approximation error €] ,
calculated on the basis of the difference
between actual levels of the resultant
variable y and its calculated levels S,
i.e. levels, calculated by the regression
dependency

‘E|=%wa1ﬂﬁ % (I1)

In our case, the relative approximation
error is about 3.64% at the rate of 10—12%.

Hence, profit is the most important
financial resource of investment activity
of a modern enterprise. In relation to gross
domestic product, total (gross) profit
of enterprises amounts to 12—15% and
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to almost 20% in most favorable years.
Unprofitable enterprises can not only
reduce the economic and financial potential
of the country, but, in fact, can not pursue
any policy in the field of economic
development, investment and innovation.
The share of unprofitable organizations in
the Russian Federation (in % of their total
number) in 2011 was 30.0 % in the economy
as a whole. It should be noted that such a
high level remains the same throughout
the period of the national economy
modernization, although the 15—16%
level was considered invalid. Only the
radical solution of this problem can boost
enterprises’ competitiveness and create
favorable conditions for investment and
innovation development of the economy.
The loss ratio does not only violate the
reproductive process of an enterprise, but
also jeopardizes the reproduction of the
entire national economy and payment
relations, thus resulting in the chain of
anomalies in the current economic system.

At the same time, according to statistics
agencies, the share of profitable enterprises
is very low.

In 2000—2011 net and gross profits were
very unstable in the Russian economy. The
annual rate ranged from the 30.9% decline
to the 75.7% increase in net profit within
the period. What is more, even profitable
enterprises had a very unstable financial
situation. Gross profit decreased in some
years (in 2001 — by 15.6%, in 2008 —
by 16.5%), and in 2010—-2011, in the
economic recovery period, increased
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by 26% and 20%, respectively. So, the
innovation and investment policy of
most Russian enterprises did not have a
sustainable resource base.

Taking into account the important role
of profit in the corporate sector’s assets, it
is necessary to note the recent significant
decrease in its share in the total amount
of financial resources. On the one hand,
the number of unprofitable enterprises is
decreasing (if in 2003 there were 54839 of
them, in 2011 — 22837), and on the other
hand, the enterprises’ loan debt totaled
1654030 million rubles in 2011.

Despite the trend of reducing the
number of unprofitable enterprises in the
Russian economy, the maintenance of the
low level of profitability means the absence
of a tax base for a number of taxes,
especially for income tax. “Rationally
developed profit tax is a tax on return from
capital invested in the corporate sector
and, what is more, a tax on additional
risk-adjusted return from investment, i.e.,
profit tax is in fact a preliminary part of tax
on comprehensive (gross) income of the
individual” [4, p. 122].

Investments, especially in the innovation
activity, are becoming more compliant to
after-tax profit when the economy is
growing. It becomes impossible for the
government to exploit fix investments of
previous periods further in order to gain
profit in the long term. For the same reason
nowadays developed economies tend to
reduce the effective rate of profit tax and
optimize taxation.
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The above correlation-regression
analysis, indicating the impact of gross
profit on enterprises’ investment activity,
confirms that profit tax can cause
undesirable distortions in the use of
production factors (labor and capital),
leading to an inefficient combination
of these factors, thereby discouraging
innovation and investment activity.

In this situation the specific task of
effective tax policy is to develop profit tax
rate in the most stimulating form, taking
into account the Laffer effect. Moreover, it
is necessary to ensure the correspondence
of the levels of nominal and real tax burden
of enterprises. It is not clear at what level
of GDP or added value such compliance
can be achieved. However, there is a range
of possible values of the nominal tax
burden (for current taxes), which varies in
the range of 30—40% of GDP, according
to the experience of foreign countries.
Moreover, if the level of taxation is 30 % of
GDP (according to the U.S. experience),
it provides faster economic development
and tax revenues growth in the future; the
40 % level involves heavy budget receipts
at a lower pace of economic development.

The tax mechanism, ensuring a
favorable economic climate for the
investment activity development, should
be in compliance with credit and banking
policy, interest rates. It should provide
certain benefits to enterprises that use
long-term loans for investment purposes.

The logic of economic development is
that interest rates should be below the
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average profit level. Only under these
conditions entrepreneurs can use borrowed
funds. In turn, the interest rates of
commercial banks should be higher than
the refinancing rate and deposit interest
rates, otherwise banks can not operate
effectively. Finally, all participants in the
credit market should have real interest
yield, i.e. the level of nominal interest rates
should be higher inflation.

Nowadays the Russian economy is in
quite an unfavorable state: the average
profitability level is relatively lower that
the level of average weighted interest rates.
This correlation between the profitability
of the Russian economy’s real sector and
interest rates discloses many problems of
the national economy, connected with
the lack of investment and capital outflow
in the speculative operations and its
outflow abroad. So, when the efficiency
of investment projects is higher and the
interest rate is lower, the investment and
entrepreneurial activity are more intensive.
When credit resources are more expensive,
there are less efficient business projects and
less investors’ demand.

High interest rates on advances hinder
the movement of credit resources to the
real sector and determine its technological
degradation, thus making the Russian
market unattractive for investors. Russian
entrepreneurs get more profit, investing
abroad, where the real sector provides an
opportunity to gain it by means of credit
resources, allocated at reasonable rates.
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Recently the world practice has been
applying a number of specific financial
tools, aimed at the state’s participation in
the division of credit and investment
risks when investment projects are being
implemented. It has also been using
mechanisms, such as the provision of
enterprises with state guarantees for
long-term loans from private lending
institutions, the state’s equity joint
participation in the formation of venture
capital funds and investment business,
protection of domestic producers from
foreign competitors and others.

Guaranteed loans provide an oppor-
tunity to support high-tech projects,
related to credit risks that are high or
difficult to assess. The current practice
presupposes that the third party (guarantor)
participates in the investment process; it
assumes full responsibility for fulfilling the
borrower’s obligations to the lender. Thus,
borrowers can borrow money that they can
not get in other conditions.

Another common form to reduce
investment risks is the state’s equity
shareholding in projects as a partner with
limited liability.

The mechanisms of state guarantees
promote public-private partnership by
means of sharing risks between private
investors and state organizations that
provide such guarantees. The result is
not only an increase in the private capital
inflow, but also a more efficient use of
limited budgetary resources.
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Equity financing stimulates accu-
mulation of large financial resources for
perspective innovation projects imple-
mentation by means of sharing stocks
among unlimited number of investors
(borrowing money from the shares buyers
for an indefinite period). The securities
issue can help to move from investment
credit to market debt obligations, thus
optimizing the structure of financial
resources invested in the innovation
project.

Evidently no investor wants to risk
alone, he/she feels more confident if
supported by a public authority.

In our opinion, good risk insurance is
joint participation of public and private
capital that are equally interested in not only
recovering money, but also in gaining profit.

The efforts to stimulate investment
activity should focus on the underlying
causes of the business’ lack of interest in
long-term projects. The most important
issues that require priority development
of state regulation of investment processes
are the following:

« support and development of new
forms of investment projects crediting in
the Russian Federation;

* proposals on conditions of state
guarantees provision with regard to loans
attracted into the investment sphere;

* development of the mechanisms to
consolidate financial resources of public-
private sectors in order to implement
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priority research and technology tasks,
contributing to the creation and
management of the public-private sectors’
activities;

* development of mechanisms to
estimate public investment programs and
share the results of this estimation with
business and expert communities;

* promotion of international and
regional technological strategic alliances.

It becomes more evident that ensuring
high and sustainable development rates in
Russia is impossible without a mutually
beneficial partnership of the state and
municipal authorities, commercial banks
and business representatives. The eco-
nomic strategies and programs, focused
only on the use of budgetary funds and
based on the orthodox neoclassical doc-
trine, are insufficient for “the development
of innovation economy that lays the basis
for the country’s high competitiveness.
State-business interaction in the invest-
ment process financing should be based
on the development of a parity-partner
relations that involve mutually beneficial
cooperation and provide necessary condi-
tions for the formation of a qualitatively
new state, capable of implementing the
national development plan and meeting
many complicated geopolitical chal-
lenges” [5, p. 6]. To sum it up, we should
note that only the implementation of the
proposed measures will boost the invest-
ment process in the Russian Federation.
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Production and distribution of food
products are closely connected with such
indicators as quality and food safety,
physical and economic access. The tasks of
expanding the range of products, creating
new high-tech food products satisfying
various consumer preferences are relevant
for the food industry and food retailers.

However, the tasks to enlarge the food
range, to creation new formulas of food
products answer not only the needs of the
population, but the corporate requirements
of the operators of food market in the field
of competitiveness of enterprises and
improvement of production efficiency. The
main point of corporate priorities is, first
of all, to maximize the expected revenue
by increasing market share, reducing
costs, etc. The following questions are in
focus: In what way does the realization
of these corporate priorities reconcile
with consumers interests? Is the balance
achieved or is there asymmetry of interests?
In this article the authors have attempted
to answer these questions.

The main corporate segments of the
Russian food market

Nowadays the Russian food market
takes an important place in the economy
of Russia. In the structure of retail trade
turnover in 2012 the share of food products
was 46.5%, or 9.9 trillion rubles.

According to the data of the Federal
State Statistics Service (Rosstat), the share
of food products production, including

beverages and tobacco in the overall
volume of manufacturing production in
2012 was 15.9%, and the dynamics of the
indices of food production ( 7able 1) during
the 2005—2012 period is characterized by
stable positive values. However, we observe
the decline of indices points at the end of
the analyzed period.

Most of the food industry sectors are
characterized by a short production cycle,
fast return of investment. Due to these
characteristics, the food industry repre-
sented (and represents) one of the most
attractive areas of application of the world
capital. As an analytical evaluation of
investment attractiveness of the food sector
of industry international stock indices are
used, which allow to evaluate the overall
change of the direction and the current
state of the market, such as the Dow Jones
Industrial Average (DJIA).

In the global list of companies covered
by DIJIA there are three top food and
beverage manufacturing companies: soft
drinks — Coca-Cola Co., food products —
Kraft Foods Inc., food service sector —
McDonald’s Corp.

The S&P 500 (Standart&Poor’s 500)
competes with the Dow Jones Industrial
Average by popularity and represents a
weighted average price value of shares
of 500 large companies from various
sectors of the U.S. economy. This index
consists of 27 (!) companies from the
sector of foods and beverages (excluding

Table 1. Indices of food production during the period 2000-2013

2000 2005 2010 2011 2012 2013
Indices of food 105.3 106.6 105.4 101.0 104.1 100.6
production
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retailers). According to the data available
at Foodinnovation.ru [1], the food sector
companies have showed 20% growth for five
years since the crisis. Such growth is only
comparable with the growth of high-tech
companies index NASDAQ, but with a high
level of stability during the recession, related
to the presence of stable cash flow caused
by weak variability of consumer demand.
Nowadays the main trends of the
Russian food market are the continued
concentration of property, the reduction
of the small and medium-sized enterprises
share, the strengthening of the position of
major consolidated companies. During the
period of transition to the market economy
model a large number of developing
companies, successfully competing in
the domestic food market and in the
markets of the CIS (the Commonwealth

of Independent States) countries, actively
attracting capital for their development,
have been formed in the country [2].

Food processing industry remains
attractive to the Russian and foreign
investors that is demonstrated by the
amount of investments (fig. /), according
to Rosstat, and the significant percentage
in total investment (zab. 2).

In general, during the 2010—-2012
period the total amount of investment in
the food industry of Russia was US $ 8796
million.

Today almost all the world’s largest
food, beverage and tobacco companies
have their subsidiaries in Russia. The
considerable part of the modern food
industry in Russia is centralized in the large
multinational companies (MNCs), most
of which are multifunctional corporations.

Dynamics of foreign investment by the type of economic activity, U.S. $ Million
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Table 2. Foreign investment, U.S. $ Million

Indicator 2005 2010 2011 2012

Foreign investment,
53651 114746 190643 154570

Total
Including the type of activity: production 1210 2803 3099 0894
of food, beverages and tobacco
Percentage of foreign investments by the
type of activity: production of food, beverages 2.2 2.4 1.6 1.9
and tobacco in total investment,%

The foreign companies having their
Russian subsidiaries are: “Unilever”,
“Nestle”, “Unimilk-Dannon”, “Coca-
Cola Company”, “PepsiCo”, “Bonduelle
Group”, “Khorteks”, “Group Secab”,
“Orkla Brands Russia”, “Mars”, “Kraft
Foods”, “Ahmad Tea”, “SUN InBev”,
“Carlsberg”, “SAB Miller RUS”, etc.

It is significant that, according to the
annual ranking [3] of big companies,
estimated by the journal “Expert”!, in 2013
the Russian subsidiary “PepsiCo” (PepsiCo
Holdings) — the largest producer of food
and beverages was ranked first among the
food industry enterprises and 50 among
the companies in all spheres of activity by
sales revenue.

According to the official website of the
multinational company PepsiCo [4] in
Russia, the company has more than 40
companies and about 25,000 employees.
“PepsiCo” is actively investing in their
business in Russia. In 2011 the company
“PepsiCo” expanded its main assortment
(including carbonated and non-carbonated
drinks, chips) by the acquisition of the
company “Wimm-Bill-Dann” — Russia’s
largest producer of dairy products, baby
food and juices.

' The rating “Expert- 400” is the most representative list
of top Russian companies which are generally recognized in
Russia and worldwide.
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As a result, the Russian subsidiary
“PepsiCo” has received the status of the
leading processor of milk in Russia. This
was an extraordinary deal in terms of the
amount of foreign investment (5.4 billion
U.S. dollars) in the non-raw-material
sector of Russia.

“Baltika”, the largest beer producer in
Russia, is also among the leaders of the
rating “Expert-400” in 2013 and occupies
the 88th position in the list and the second
one among the food industry companies. In
November 2012 the forced reacquisition of
shares of the joint stock company “Baltika”
was completed, whereby Carlsberg Group
(a Danish brewing company) has owned
100% of the Company’s capital. The total
staff of food company “Carlsberg” — 38.6
thousand people (2012).

It is estimated that the share of foreign
capital in the food industry according to
the Ministry of Agriculture of Russia is
60% [5] and has a tendency of further
growth due to mergers and acquisitions
in the food market. Foreign investments
have provided the necessary financial
leverage for the development of the food
industry, and the process of mergers and
acquisitions in the food industry has led
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to the smooth transition to an oligopoly,
that is the reduction of the number of small
producers in the market.

The sphere of interests of foreign
investors — the segment FMCG (fast
moving consumer goods) — contains
consumer goods with fast turnover, its
considerable part is minimally connected
with the local resource base. The target
at the top-income segment of the food
products with a low proportion of natural
raw materials gives manufacturers the
possibility not to depend on the instability
of properties and prices.

The relevant inflow of foreign capital
has been the main factor of high growth
rates in the food industry in Russia during
the last 10—15 years. In addition, the
successful application of system of
international manufacturing control
and quality assurance system, the latest
equipment, logistics and advanced sales
systems in the Russian subsidiaries of
foreign companies has contributed to
the situation when the formation of the
Russian food market has largely been
dependent on the strategic priorities in the
development of transnational production
companies or their subsidiaries.

Enterprising and energetic efforts to
uphold the interests of multinational
companies in order to maximize the
reflection of their business interests
largely determine the vector direction of
the Russian food policy, especially in the
industrial production of food. Lobbying
is carried out both in direct and indirect
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forms (the support of scientific conferences
and exhibitions, forums and congresses),
and is implemented through the various
members of collegiate advisory bodies at
regional and municipal authorities and
public organizations.

In the regions local authorities, the
degree of their influence on the tax benefits
value can be rather substantial, often make
decisions in favor of “understandable”
business of a transnational company — a
major investor and taxpayer in the region.
This form of support is rarely given to
“their local companies”, which are not
so efficient in the competition with the
titans of the food market, and that leads
to a further weakening of the small and
medium business.

Thus, the current structure of the
Russian food industry is clearly segmented
into two sectors: the domestic sector —
small and medium enterprises owned by
Russian citizens and the Russian sector of
the subsidiaries of foreign corporations,
which is the most developed part of the
corporate business.

The problem of asymmetry of interests
of consumers and producers of the food
market under the conditions of laws and
technical regulations of food quality and
safety

The problem of asymmetry from the
authors’ point of view is that the majority
of food producers focus on a highly
profitable segment of the food market with
a low proportion of natural raw materials to
the prejudice of the quality and nutritional
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value of food industrial production. In
this regard, it is important to investigate
whether laws and technical regulations
have a moderating effect on the processes
of manufacture of products with a low
nutritional value.

Today Russia has the Federal Law “On
the food quality and safety” [6], according
to that, the quality is defined as a complex
of characteristics of food products, capable
of satisfying human needs for food under
normal conditions of their using. In this
case, there is the interpretation of the
category of “quality” without taking into
account the requirements of the utility
consumer properties of the product.

It should be noted that technical
regulations, which replaced the National
State Standards, establish the minimum
requirements, which provide biological,
chemical and radiation food safety.

The set of international quality standards
of ISO (International Organization for
Standardization), applied in the creation
and improvement of quality management
systems of organizations, is not the
standard of quality of the product itself,
but, first of all, is a model or a diagram of
the organization of processes for providing
the highest quality of management of the
organization. At the same time, when
most of the largest enterprises in the food
market indicate on their websites and in
their brochures mention in a product label
that their product quality is provided by
international systems of certification, then
the concept “quality of the organization” is
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substituted for the concept “quality of the
product” in the consumer’s mind.

Thus, in reality there is a terminological
“trap”. In accordance with the settings of
quality control systems the quality product
means standardized finished products,
which meet the requirements of safety,
produced under appropriate conditions
and pass the necessary control procedures.
This interpretation is in conflict with
the associative representation of most
consumers about product quality.

It should be noted that the ambiguity
of interpretations of the concept of quality
and efficiency in many ways has led to the
illusion of perception of the activity of
highly effective companies in the food
market as the companies, interested in
the production of qualified products
which meet the interests of consumers
to the fullest extent. In this regard the
organization of manufacturing of certain
products is only aimed at the production
of standardized food products, that is,
asymmetry of interests of consumers and
producers of food products occurs, causing
serious imbalances in the development of
the food market.

“Efficiency” in the Western understan-
ding is not not useful, that is, nobody
requires that firms compete in the usefulness
of their products, in the degree of
satisfaction of the needs of the population”
[7, p. 13].

In modern conditions the competiti-
veness of food products is determined to a
large extent by the trade, the presence of
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products in retail chains makes wide
publicity for them and provides recognition.
However, large retail chains act as a catalyst
for the formation of the deformed structure
of product supply, focusing on the sale
of attractive products, regardless of its
nutritional value. The retailers’ task is to
increase the number of customers and the
average amount of the check, and in fact the
product is not sold as itself, but “shelf'space™.

Large retail prefers to work with large
food companies, and the product policy in
the major trading companies is built on the
same principles as in the transnational food
companies.

To establish the single economic space
the Customs Union has made some serious
steps to regulate the food market at the
supranational level, to ensure the coherent
policy regarding standards, technical
regulations, food quality and safety.

Seven technical regulations in the food
industry came into effect July 1, 2013. The
are the following: “On Food safety”,
“Food products in terms of their labelling”,
“Technical regulations on juice products
from fruit and vegetables”, “Technical
regulations on fat-and-oil products”, “On
safety of certain types of specialized food
products, including dietary medical and
dietary preventive nutrition”, “On security
of grain”, “Safety of food additives,
flavourings and processing aids”.

The last above-mentioned technical
regulation is of importance, because
artificial dyes, food flavourings and conser-
vants have become an indispensable feature
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of modern food. As it is known, the use of
dietary additives is harmful for a human
body. The human nutrition can be not
only the source of important food and
biologically active substances for the
human body, but also the source of the
accumulation of various metabolites of food
additives, that is extremely undesirable,
and in some cases it is a direct threat to
human health due to cellular metabolism
disorders.

In our opinion, the lists of permitted
additives under conditions of growing
knowledge about them and in light of the
latest scientific research, should be
continuously updated for the subject of
their using. Of course, this is a complex
process, involving a significant amount of
commercial interests, but the problems of
their confrontation are not always solved
in favor of consumers.

There is a well-known example, when
the group of experts from the University of
Southampton investigated the most popular
dietary additives and presented the results of
the experiment at the disposal of the Food
Standards Agency UK (FSA). According to
these data, a number of food colourings —
E102, E104,E110, E122, E129 — can cause
hypersensitivity of the human body and, asa
consequence, “hyperactivity” in children’s
behavior. Despite the presented proofs, the
“scandalous” food colourings have not been
prohibited in many EU countries, and there
have been only the recommendations for
producers on the necessity to abandon to
use these food additives.
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The above-mentioned problems have
been incorporated in the new technical
regulations (on the nutrition labelling) of
the Customs Union, but their decision is
piecemeal. Thus, the Regulations states:
“For food products containing food
colourings (E122, E104, FCEF, E110,
charming AC, E129, Ponceau 4R E124
and E102) there should be a warning label:
“It contains a coloring agent(s) that can
have a negative effect on children’s activity
and attention”. In this case, it should be
noted, a lot of colorful and attractive food
products (confectionery, soft drinks, ice
cream), using food colourings, are directed
to children.

Inthis connection there are very interesting
conclusions, made by I.A. Martynuk [8] in
his thesis research, about the evaluation of
the toxicity of the above-mentioned food
additives. The food colourings E102, E122,
E142, E110 became the subject of this
thesis research, the author developed the
rapid test method of determining their
integrated toxicity by using bioassays. In
a short time the experiment studied the
impact of substances on several generations
of animal bioassays.

According to the results of experiments
the following results have been obtained:
the food colourings have not acute and
chronictoxiceffectsontheaquatic organisms
(Daphnia laboratory), this indicator has
proved that the investigated substances
can be considered environmentally safe.
However, in terms of the impact on
reproduction and development of the
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offspring they have a significant influence
on the fertility of the studied species, that
is pronounced in subsequent generations.

Thus, the examined food colourings
can be hazardous to health: they affect the
activity of children and can cause adverse
effects on the reproductive function of
human beings, asthey cause gonadotrophic?
effect.

Such serious data of this study, disclosing
long-term consequences of the negative
impact of chemical elements, should not
only be considered as a part of scientific
results, but also used in applied applications
as an evidentiary foundation for legislative
guidelines, regulations and requirements
in the field of the using of food additives.

Consequences of the changes in the
structure of product supply in the food
market

Under market conditions, product
formula is a trade secret that creates
information asymmetry in the food market
and real opportunities for abuses by food
producers by creating a variety of recipes
using natural raw material replacement.
In this case similar flavor characteristics
(or better) of the finished product are
provided through the introduction of
chemical additives and ingredients, which
are identical to natural. The innovative
development is carried out in the form of
product formulas that achieve maximum
functionality, in particular the company’s
profits.

2 Gonadotrophic action — an ability of chemical
substances to cause harmful effect on the reproductive function
of human beings, animals and plants.
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Western companies have accumulated
a great experience in the development of
high-tech food products. As a result, the
structure of the Russian food market has
implanted a serious segment of the food
products, which can be characterized as
artificial, synthetic to a great extent. The
concept “artificial food”? has appeared.

Today, synthetic food produced by food
giants, appears under the guise of genuine,
and a number of chemical ingredients used
in the food industry are turned it into
chemical industry. The authors wrote about
the peculiarities of this metamorphosis in
their previously published articles [9].

The appearance of “new products” has
provided a variety of product offering in the
food market, that led to information
asymmetry under the conditions of
high-level monopolization, when the
opportunity to manipulate consumer
behavior in the field of nutrition has
appeared in the direction of increasing
purchases of new products, cost-effective
for enterprise-producers, but useless and
even harmful to consumers’ health.

Z. Biktimirova noted in her article,
published in 2004, that among the risks of
globalization, there was a growing threat
of manipulation of public consciousness.
And the negative effect of this manipulation
on food security can be the creation of
behaviors and values that correspond to the
interests of those who control the money,

3 Artificial food — food product obtained from different
food agents (proteins, amino acids, lipids, carbohydrates),
previously isolated from natural raw materials or obtained by
directed synthesis from mineral raw materials with the addi-
tion of food additives, as well as vitamins, mineral acids, trace
elements, etc.
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but are hazardous to human health and
long-term prospects for the development
of society [10, p. 82]. Time confirms the
validity of this statement. In the context
of the lack of education of the population
in the sphere of food consumption, moral
and psychological impact of aggressive
advertising of food manufacturers which
use human weakness before temptations
of food market, there is a situation when
consumers choose products which are
harmful to their health.

In May 2013 the British consulting
company “Maplecroft” published a new
index — Obesity Risk Index (ORI),
designed to evaluate the risk of obesity and
overweight for 188 countries. The ranking
results show the indices of 10 countries at
risk. Russia is in the third place in the world
among the countries where obesity is bad
for the economy, the second one only to
Mexico and the United States. Economic
consequences include the direct expenses
of health care and indirect expenses
associated with the loss of economic
productivity, as well as individual citizens’
expenses on drugs [11].

According to the report of the Food and
Agriculture Organization (FAO), in July
2013 Mexico occupied the first place in
the ranking of the “thick” countries,
the United States pushed to the second
place of ranking. In 1989, by the moment
when the system of fast food had been
widespread, only 10% of adult Mexicans
had some problems with being overweight,
and in 2013, according to the ranking,
32.8% of the inhabitants of Mexico were
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obese, most of them were young people
from the poor. The United States gave way
to Mexico 31.8% of the Americans had
obesity diagnosis [12]. Russia occupied
19th place in the above-mentioned ranking
among the 20 most “thick” countries.
Almost a quarter of respondents (24.9%)
were obese.

The specialists from “National Center
“Healthy Eating” has carried out the
investigations, the results of which show
that the problem of excess weight is typical
for the residents of the Siberian Federal
District. The morbidity rate of obese
among adult population (18 years and
older) in Omsk, Novosibirsk, Kemerovo,
Irkutsk oblasts, the Altai Republic and
Zabaykalsky Krai, Khakassia, Altai and
Buryatia is almost 1.5 times higher than
the average for the country [13]. According
to Novoselov’s opinion, the director of the
non-governmental organization “Siberian
Federal Center of health food”, given
in the journal “Expert”, at least 45%
noncontagious diseases are associated
with Siberians malnutrition. “Every day
our body faces with a huge amount of
unusual elements — chemical additives,
conservants, substitutes. And how they
will affect us and our children, no one can
say” [14].

Examples of reconciling the interests of
consumers and producers of food products

Is it possible in today’s realities that
food matrices are formed by manufacturing
enterprises and distribution networks in
accordance with the principles of healthy
nutrition?
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In recent years, “new shoots” are
viewed in the Russian food market, there
are the examples of separate companies
which are ready not only to produce
natural and healthy products, but also
to invest efforts in creating a new market
segment of “good” foods. These companies
include Tomsk trading company “Lama”,
which two years ago, at the initiative of the
president of the company, kept a healthy
lifestyle, revised its mission, designating
it as follows: “We provide food security of
Russia”. One of the ways to achieve this
mission was to collect signatures against
GMOs, including electronic voting on
the official website of the company.
Thus the company “Lama” is engaged
in retail trading and various products
manufacturing, it began to enforce an
active policy to protect its own business
and production against GMO products.

But in what way have the formulations
change and elimination of all chemical
additives from products reflected in the
cost of the enterprise? In the course of
this article the authors held the interview
with the Deputy Director for Economics
LLC “Terminal Group”, included in the
group of companies “Lama”, M. Ryabykin
who answered some questions. Thus, to
implement the requirements in the field of
quality control the company had to create
its laboratory, to attract a large staff of
professionals, to build business processes
for receiving and checking the quality of
raw materials and products, as well as to
review the contracts related to the supply of
defective products. As a result the increased
costs of production and sales of the useful
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products, according to M. Ryabykin, led to
the loss of a certain percentage of profits as
the product price could not be increased to
the level at which it was increased its cost.

In our opinion, the state support of
efforts of such manufacturers to create a
new market segment is necessary that in
the foreseeable future they could reach the
average level of profit and gain consumers’
support as a buyer is gradually reorienting
to purchase more healthful products.

The role of the level of expertise in
problems of equalization of asymmetry in
supporting food quality

The transnational nature of the food
industry has substantially changed the
technology of food production. It is neces-
sary to comprehend who wins and who
loses because of ongoing transformations.
It is important to understand what causes
these changes and whether they are
necessary.

The authors have already expressed
their opinion in the press [15] on the
necessity to increase the importance of the
role of expert support in the development
and review of regulatory documents and
draft of state decisions on the development
of the national food market, especially in
terms of compliance with the principles of
food safety.

Examination is a special type of applied
research, involving a critical examination
of documents (decisions and draft deci-
sions) in order to minimize the probability
of erroneous decisions.

Nowadays in Russia, in most cases the
procedures of experts identification, time
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frames for examination, the content and
quality of expert opinion, the necessity
of its publication and other are not well
regulated.

Among the negative aspects of the
organization and conduct of the exami-
nation of legal and regulatory documents
at the federal level, regulating industrial
activity in the food market, the following
can be identified:

1. During the preparation of the deci-
sions the presence of expert opinions from
business and from science is obligatory. For
example, the State Duma has legal and
linguistic expertise of laws, but not
scientific. The expert may be offered by a
related party that allows to establish and to
maintain lobbying channels [16].

2. In the expertise of legal acts of
federal executive authorities, held by The
Depart-ment of Regulatory Impact
Assessment of Ministry Economic
Development of the Russian Federation,
the members of the non-profit partnership
“the Union of Consumer Market” are
actively involved in order to identify their
offers, making it unfoundedly difficult to
do business and investment. The position
of this non-profit partnership reflects, first
of all, the consolidated policy of lobbying
corporate interests of its members.

The list of the participants of this non-
profit partnership includes a large number
of manufacturers of food, including food
giants such as “Mars”, “Nestle”, “Coca-
Cola”, “Ferrero”, “Nutricia”, “Danon”,
“Uniliver”, “Kraft foods”, etc. The main
objective of the partnership is to provide
the most complete account position of
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the partnership when developing and
implementing the requirements of the
Russian legislation and the Customs Union
in the production and circulation of food
products and other issues of the regulation
in the food industry.

According to the statement of “the
Union of Consumer Market” [17], it rep-
resents the interests of honest entrepreneurs
in the interests of consumers. However,
the list of participants of the Union and
the stated objectives of the nonprofit
partnership functioning give reason to
doubt their interest in protecting the
interests of consumers.

3. Lobbying of enterprises interests
becomes politics of such public authority
as the Rosstandart — Federal Agency for
Technical Regulation and Metrology,
which is administered by the Ministry
of Industry and Trade of the Russian
Federation.

According to the paragraph 5.3.2 of the
Provision of this department, expert
examination of draft national standards is
the function and the power of the Rosstan-
dart. The Head of this department Grigory
Elkin, in his speech in April 2013 at the
meeting of the Federal inter-agency board
“Business Russia” expressed his position
on the target plants in the examination
standards: “Our goal is lobbying our
businesses, our industry, our achievements.
As international standardization, as well as
standardization in general is one way of
lobbying” [18].

The question is: how then will the ideas
presented in the Concept of national
standardization system be implemented,
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according to which in the context of
globalization the system should balance
the interests of the state, business entities,
public organizations and consumers?
Although it is worth to mention that it is
the national standards government body,
in accordance with its above-mentioned
concept, that fulfills the task of the
development of the list of obligations
mechanisms of stakeholder participation
in the formation of a common policy in
the field of standardization.

In this situation, the preparation at the
legislative level of quality standards in
relation to food products without the
proper level of scientific and public
examination of the impact on man’s
biosafety is a dangerous policy that allows
companies to realize their commercial
interests to the detriment of consumers.

We propose a number of ways to
improve the significance of the level of
expertise in the evaluation process of
unexplored consequences of using new
technologies and raw ingredients in the
food industry.

1. Underthe conditions when the main
motivating force of food producers and
trade is profit, the modern system of
normative and legislative acts in the field
of regulation of the food market should be
a rational system of “checks and balances”
so that upcoming “bioeconomy” does not
damage human nature. The formation
and creation of such a regulatory system
should belong to science. We consider
it necessary to extend the list of priority
research themes of the Russian Federation
relating to proposals to develop predictive
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scenarios of the Russian food market
taking into account the challenges and
threats determined by new technologies
in the process of food production, bio-
and nanotechnology, approaches to the
management the costs of holdings-food
conglomerates in the food market. The
results of researches should be the basis for
formation of databases in the regulation
of food production at the national level,
which can and should be used to develop
draft technical regulations as the evidence
base for the principles, regulations and
requirements.

2. To set the vector for the further
development of scientific researches in the
field of the food industry it is necessary to
enlarge the list of critical technologies
at the federal level which are related to
biosafety man. The development of this
branch of knowledge will facilitate proper
prioritization in order to take appropriate
measures in the future intervention in the
formation and development of the national
food market.

3. Interdisciplinary nature of the
research problems of the modern food
industry causes the necessity of coordination
of expert advice while the preparation of
documents to regulate the food market
ensuring the harmonization of corporate
and public interests.

It is necessary to expand the tool palette
in the expert community partnership
through the creation of associations of
analysts and experts who could unite the
various categories of specialists.

4. The need for transparency in the
preparation of solutions. The public
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lighting will allow the population to
evaluate critically the product offering
in the food market and choose foods
corresponded to the principles of healthy
eating.

The population as a main consumer of
food products could actually participate in
the process of formation of the system of
regulation of commodity supply “voting by
ruble”. It is believed that the population is
responsible for the selection of useful and
quality products for their own consumption.

However, it is difficult for the average
buyer to understand the diversity of the
proposed portfolio under the conditions
ofthe aggressive marketingof manufacturers,
which is aimed at maintaining the policy
of consumerism (excessive consumption
of goods and services), and provides
any innovation as an innovation in its
content and in the packaging. While a
mass consumer begins to understand
the products, to distinguish “useful and
natural” from merely “beautiful and
delicious”, retail chains will opt for the
latter.

It should be recognized that the majority
of the population have not been ready for
the perception of a healthy diet, and
manufacturers took advantage of this when
responsibility for product quality is placed
not on the regulators but on the enterprises
themselves. The population has a former
way of thinking and believes that “all food
products on the counter are checked,
tolerated, allowed and benefit”. Thus, the
population commitment to conservative
model of consumption patterns in the
food markets is confirmed by an ambitious
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research held by the marketing company
“Start marketing” [19].

In order to help the population to make
a conscious step in the fight for their
interests, we consider it necessary to extend
the functions of the expert community
in the public awareness campaign to
form the rational eating behavior among
the population and to inform customers
about the features of modern industrial
production of raw materials and finished
food products.

Conclusion

At the present stage of development of
the food market increasing asymmetry of
interests of consumers and producers of
food products in terms of quality and
nutritional value takes place. The analysis
showed that the Federal Law “On the
quality and food safety” and technical
regulations do not provide the coordination
of these interests and require further
improvements in the public interest.

The characteristic features of modern
industrial food production should include
an increase in output, containing a large
number of chemical ingredients that
allow to reduce the costs of enterprises,
to increase the terms of sales and storage
products. Strategies of efficiency of
production and trade, promoting food
products to consumers without the regard
to the requirements of utility foods are the
main drivers of the innovation process in
the food industry.

In these circumstances, it is necessary
to strengthen the role of expertise and its
public lighting in the development of new
products and new food technology,
regulatory and regulations to prevent the
transformation of the food market in the
global sphere of practical experiments. In
our opinion, the presence of a competent
examination will allow to develop
adequate mechanisms governing the food
production.
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Abstract. In recent years there has been a slowdown in the growth rate of Russia’s sector of
small and medium entrepreneurship; this issue once again brings to the fore the search for new
ways and mechanisms in the management of its subjects. A necessary condition for such a search
consists in focusing on the problems that hinder the development of this sector and that can be
revealed exclusively in the formation of valuable and accurate information — the collective views of its
representatives.

In this regard, the information base for the analysis was found in the results of several studies
initiated by the all-Russian public organization “OPORA Rossii” (Moscow), its regional branch
in Murmansk and the Northern Chamber of Commerce and Industry; the results were obtained
in the course of the questionnaire survey, which was conducted among entrepreneurs with the purpose
of revealing their assessment of the terms of doing business.

The generalization of the research results and information obtained by the author in
cooperation with representatives of small business and workers of the Prosecutor’s Office has
identified the main problems, their causes and consequences of their impact on the activity of
the Murmansk Oblast business sector.

In the opinion of a significant part of businessmen, such factor as business climate plays a
decisive role in the creation and development of the sector in the region.

Despite the complexity of the situation, entrepreneurs do not lose hope of solving their
problems and see the solution to the problem in efficient work of the regional and municipal
authorities.

The author’s conclusions may become a reference point for further reforms in the sphere of
management of small enterprises in the Murmansk Oblast.

Key words: small and medium enterprises; business climate; factors impeding the development
of small and medium business.
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Nowadays Russian regions and muni-
cipalities face the most pressing challenges
to develop small and medium business that
can ensure positive socio-economic
effects. To solve this task, it is necessary to
create favorable conditions for small and
medium entrepreneurship and effective
mechanisms for their management and
support. It is facilitated by Russian and
foreign experts’ wide experience to
conduct scientific researches and expert
assessments. The issues to develop this
economical sector are studied thoroughly
and comprehensively.

Thus, the research, carried out by
KPMG! in more than 110 cities in 14
countries and covering such sectors as
industry, digital technology, R&D, etc.,
analyzes opportunities for doing business.
It is based on estimates of labor cost,
insurance, communication, transport
costs, taxation and financing. The study
has revealed that the United Kingdom
offers the most attractive conditions for
doing business among developed countries,
China — among emerging markets. Russia
ranks 4th out of nineteen cheapest countries
for doing business, ahead of the USA and a
number of developed countries, but behind
India, China and Mexico [6].

Despite optimistic results of the above
survey indicating that in Russia doing
business requires low costs and, thus,
presupposing the development of small and
medium enterprises, the practice shows
the opposite: the scale of development of
small and medium business in Russia lags
behind the majority of foreign countries.

! KPMG is a global network of enterprises providing
audit, tax and advisory services [6].
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This situation is revealed in the research
initiated by the all-Russian public organi-
zation “Support of Russia” (OPORA
Rossii). It is aimed to identify the quality
of business climate in Russian regions [7].
The participants of the research are 6000
Russian owners and managers of small and
medium business in 40 Russian regions.
The result is the following: the determining
factor for starting business is not its low cost.

The representatives of Russian small
business, survey respondents, consider
such significant obstacles to set up and
further develop new small and medium
enterprises as a small number of qualified
staff, decline of demand, low availability
of financial resources, corruption, etc.
(tab. 1). And if the acuteness of the
problems, associated with slump in demand
and low availability of financial resources,
has decreased slightly in Russia by 2012,
the selection of personnel with the required
qualifications is of most concern among
entrepreneurs. This situation is typical for
most RF subjects, including the Murmansk
Oblast.

According to this survey, 37% of the
representatives of small and medium
enterprises in the Murmansk Oblast have
mentioned the low availability of the staff,
62% of them have had problems in hiring
qualified employees, 20% of them claim
that it that is almost impossible to employ
workers with required skills. At the same
time, 56% of the respondents lack engineers
and technical specialists, 18% do not try to
look for them.
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Table 1. Obstacles to the development of small and medium entrepreneurship
in the Russian Federation (as a percentage of number of respondents)

Obstacle 2011 2012

Shortages in “the personnel of the required qualification” in the labor market 43 47

Slump in demand 33 18

Low availability of financial resources 30 22
Corruption deters development of small enterprises 13 8

High level of social payments 0 36

Compiled by the author on the basis of: Chto meshaet predprinimatelyam v Rossii [What Interferes with Entrepreneurs in Russia]. Available
at: http://dasreda.ru/club/power/2546/

Qualification mismatch between
demand and supply of labor force in the
regional labor market is longtime and acute
[2, p. 76]. One of the reasons is that the
vacancies structure, submitted to the
employment center by employers, is not
stable. So, once the greatest number of
workers was required at the enterprises
dealing with real estate transactions.
Nowadays, the largest number of workers
is required in trade and mineral resources
production, a bit lesser number of
employees — in enterprises dealing with
property operations, institutions of the
health care sector and manufacturing
industries.

What is more, disparities in distribution
of productive forces and specificity of
economic entities’ activity can also increase
the enterprises’ demand for qualified
personnel with the overall labor surplus
in the labor market of municipalities. For
instance, in the city of Murmansk the
employer announced 343 vacancies of fish
processing workers, 104 people applied for
it, only 39 people were hired as the rest did
not have the necessary qualification [10].
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The severity of this problem has not
been reduced even due to establishment
of higher and secondary educational
institutions in urban areas during the period
of market transformations. Thus, the share
of graduates from institutions of higher
education and secondary professional edu-
cation in the Murmansk Oblast exceeds
70%, primary vocational education — 30%.
Eighty percent of the vacancies announced
at the employment service are blue-collar
occupations, 20% — white-collar. These
data suggest that the system of professional
education continues to increase training
in unclaimed specialties [5]. The lack of
efficient state policy at the stage of young
personnel training leads to discrepancy
between the qualification structure of
graduates and the requirements of the
economy and the composition of existing
vacancies.

Another obstacle for the Murmansk
Oblast entrepreneurs to do business is low
availability of financial resources (for 34%
of respondents), especially concerning
“long money”. More than half of the
respondents argue that long-term loans
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Figure 1. Investment structure and the degree of depreciation of fixed assets of small and
medium enterprises of the Murmansk Oblast by types of economic activity, %
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2011: Statistical Digest]. Rosstat. Moscow, 2011. 990 p.

are difficult to obtain, and 23% consider it
almost impossible, though small business
requires them. On the background of high
depreciation of the active part of fixed
assets of small and medium enterprises
(fig. 1) (its level is critical for certain
types of economic activity) [4, p. 58], the
investment amount in small and medium
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businesses remains low. The Murmansk
Oblast ranks 69" among the RF regions
in terms of amount of investments in fixed
capital of small enterprises, calculated per
capita [8].

Due to the fact that a larger number of
regional entrepreneurs are involved in the
wholesale and retail trade, over 60% of the
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respondents mention the constant need for
working capital, considering bank loans
a possible source of its replenishment.
However, despite the fact that a bank loan
is a convenient tool to increase working
capital, its high cost and limited term of use
make this type of funding inaccessible for
business. And the banks themselves are not
actively involved in this process due to non-
transparency of small business and the lack
of bid security. The first statement does not
give a bank an objective assessment of a
potential borrower from the point of view
of viability and profitability of its business,
the second one raises credit risks. That
is why, credit institutions prefer lending
to individuals, rather than to small and
medium enterprises [11].

To encourage financial institutions to
extend credit to small business the
authorities use various mechanisms of
state regulation, such as funds of small
business support, target programs developed
at the regional level [1, p. 80] and other
mecha-nisms, ensuring subsidizing of
expenses and provision of state guarantees.
State guarantees reduce banking risks and
the system of subsidizing of interest rates
facilitates the access of small businesses to
credit resources [3].

Thus, the data of the Ministry of
Economic Development of the Murmansk
Oblast give an opportunity to assess the
extent of implementation of the subsidy
system in the region. In 2010 the largest
share (82.8%) in the structure of subsidized
contracts accounted for subsidizing of
lending expenses (loans, credit lines).
The interest rates of loans taken out
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to implement investment projects are
refunded. However, in 2011 the share of
contracts to repay loans decreased by 30%.
In 2012, agreements for subsidizing of
financial rent (leasing) started to prevail
in terms of leasing percent payment and
downpayment (advance payment) when
equipment is provided under leasing
agreements; the share of these contracts
reached 80.5% of the total amount of
concluded contracts.

The attention should be paid to the fact
that there are 6934 micro-, small and
medium enterprises, more than 17
thousand individual entrepreneurs, but a
small number of entrepreneurs get subsidies
becomes. In 2010 one hundred and three
applications were processed and ninety-
six of them were approved, in 2011 there
were one hundred and forty applications
and all of them were satisfied. Taking into
account the stated above, we can conclude
that the subsidy system, implemented in
the region, has not become very popular
among small businesses, and its limited
scope is unable to change the situation
with the current deficit of investment
resources and significant depreciation of
capital assets.

The businessmen of the region also
mention such problems as: low availability
of land plots, industrial and warehouse
premises (according to 15% of the respo-
ndents); low availability of new energy
capacities and high electricity rates (13%).

According to 39% of the respondents,
it is difficult to select land plots and real
estate, while 15% consider it extremely
complicated or impossible due to the high
cost of land, high rentals and corruption in
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the allocation of land plots. Seventy-five
percent of enterprises find it troublesome
to get connection to energy capacities;
45% state that it is practically impossible
due to the high cost of operations,
technological challenges, as well as the
spread of corruption in this sphere.

Thus, although the region has developed
and adopted the programs to support
entrepreneurship and small business is
aware of their implementation (according
to 71% of the respondents), only 3% of
the entrepreneurs have participated in
state programs and 1% — in municipal
programs.

The author’s personal contacts with the
representatives of small and medium
business have helped to indicate the
reasons for entrepreneurs’ low involvement
in state support programs. They are the
following: uncertainty in achieving the

result; a great number of documents
required for participation and long
duration of the process; low awareness of
the infrastructure development programs;
limited funds for the implementation of
programs, especially municipal ones.
Figures 2 and 3 reveal a low level of
municipal programs financing, it usually
amounts to 600 thousand rubles. The
amount of financing has exceeded the
average only in two municipalities. At the
same time in the city of Apatity that ranks
second in the region by population and the
scale of small business development, the
level of funding is one of the lowest. What is
more, funds intended for the development
of small and medium businesses and
included in the budgets of cities and
districts of the region, can be called
contingent, as their size ranges from 0 to

32 thousand rubles per 1000 people.

Figure 2. Amount of financing for programs in urban districts
of the Murmansk Oblast in 2012, rubles

8559600
2000000 ~

1800000 -
1600000 -
1400000 -
1200000 -
1000000 -
800000 -
600000 -
400000 A
200000

1180000

385000
90000

=}
)

30000 70302 50000 45348

>
S~
QU

0 A

Murmansk
Apatity
Kirovsk

Olenegorsk

Monchegorsk

Polyarnye Zori

|

CATF
Vidyayevo
CATF
Zaozyorsk
CATF
Ostrovnoy
CATF
Severomorsk
CATF
Aleksandrovsk
Kovdorsky
District

Source: Rezul'taty sravnitelnogo analiza predprinimatel’skogo klimata v munitsipal’nykh obrazovaniyakh Murmanskoi oblasti [The Results
of Comparative Analysis of Business Environment in the Murmansk Oblast Municipalities]. Available at: http://opora51.ru/klimatt.html
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Figure 3. Amount of financing for programs in municipalities in 2012, rubles
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The respondents also express criticism
at the low level of regional administrations’
activity and, consequently, given reserved
estimates of it (about 80% of the
respondents lack authorities’ attention
to small business). And only 5% of small
entrepreneurs believe that this sector is a
priority for the regional administration.

Eight percent of the survey respondents
indicate a high level of corruption as
another obstacle for business development.
More than 53% of the respondents face
corruption when they try to get state
support (subsidies, provision of premises,
etc.), 53% — in case of allocation of land,
44% — in access to state and municipal
orders.

To confirm the stated above, let us refer
to the cases of violations in the sphere of
state support which were identified during
the inspection and presented by the
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prosecutors of the Murmansk Oblast at
the “round table”, held at commercial
and industrial exhibition “Imandra-2013”
in the framework of the days of
entrepreneurship. The violations were the
following: representatives of the business
incubator had imposed paid services
(fee-paying documents, certificates); the
surrender of premises had been carried
without an auction; a public officer had
prevented rent payments, which later
became the reason to charge a penalty. The
inspections, initiated by entrepreneurs,
disclosed state bodies’ law violations, with
their number having been increased more
than twice in comparison with the 2011
level.

However, prosecutors noted that a less
number of small and medium enterprises
gotothelawbecause of officials’ corruption.
So, 49 small entrepreneurs took legal
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recourses in 2012, while the number of
judicial recourses from citizens exceeded
8000. It can indicate that entrepreneurs
put up with corruption: they believe that
it occurs everyday and everywhere. Out
of forty-two percent of the respondents,
engaged in the discussion of the corruption
issue, sixteen percent solve such problems
independently, practicing informal
payments to officials in the form of bribes
and different kinds of “extortions”.
Although the business sector in the
Murmansk Oblast does not regard
corruption as one of the key obstacles to
enterprises’ development, corruption in
the region, especially in the sphere of
state support, is more extensive than in
forty regions of the Russian Federation,
participants of the survey (fab. 2).
Seventy-five percent of the respondents
mention administrative barriers. For
almost 30% of them the level of their
incidence is high and extremely high due to
under-developed legislation and inefficient

publicservices. Only 25% ofthe respondents
are concerned about the growing number
of unscheduled inspections (according to
the Prosecutor of the Murmansk Oblast,
violations were revealed in the activities
of the fire inspection and the Sanitary and
Epidemiological Inspectorate), however,
most respondents, who undergone these
inspections, argue that the inspection
authorities were interested not in quantity
but in quality and were too zealous.

According to the survey, entrepreneurs
do not face the pressure of criminal
structures any longer; they are concerned
about the process of interaction with law
enforcement bodies.

Businessmen believe that the federal
legislative initiatives play a significant role
at the stage of business development. The
following measures are considered efficient:
introduction of the patent system of
taxation; voluntary decision to transfer to
unified tax on imputed income; an increase
to the 60 million of the level (revenues

Table 2. Estimate prevalence of corruption and its impact on small
and medium business of the Murmansk Oblast

The average
Corruption sphere . by the Murmansk
by 40 regions y Oblast

Connection to the infrastructure (energy, heat, gas, etc.) 29 68

Land allocation 31 53
Obtaining state support (subsidies, premises on preferential terms, etc.) 30 53
Inspections (sanitary, fire, etc.) 32 53
Access to government orders and municipal orders 32 44
Certificates and licenses (technical regulation) 27 41
Customs procedures 17 14
Calculation and payment of taxes 17 14
Litigation 15 13
Employment of foreign labor force 9 4
Compiled by the author on the basis of: Predprinimatel'skii klimat v Rossii: indeks OPORY 2010-2011 [Business Climate in Russia: Index
of OPORA 2010-2011]. Available at: http://www.nisse.ru/business/article/article_1756.html?effort=
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from sales of products / works, services)
that simplifies a taxation system; reforming
property tax.

The law, tightening the conditions of
alcoholic products sale, led to the closure
of 38% of the stalls and reorientation of
20% of the stalls to the sale of non-food
products. In 2011 small and medium
enterprises experienced more serious
innovation, doubling of the obligatory
Pension Fund contributions, in 2013
individual entrepreneurs experienced
the same. This innovation was perceived
negatively by small and medium business,
which resulted in the negative dynamics of
their development indicators. According
to the Federal Tax Service of Russia, in
2010 business was wound up by 2.4 million
individual entrepreneurs, in 2011 — by
3 million, in 2012 — by 3.7 million and
for the three months of 2013 — by 300
thousand.

In the Murmansk Oblast innovations
ignored the results of the work of
government bodies and public organizations
to support small and medium enterprises,
including the creation of 400 individual
entrepreneurs due to the program “Step
by Step”, and setting up of more than 700
individual entrepreneurs for only a month
and a halfin 2013 due to the development
and adoption of the updated patent system
in the region. During the first two months
of 2013 after the introduction of higher
rate of insurance to state non-budgetary
funds, more than 1200 people wound up
their business.
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According to the survey respondents,
business climate impact on the business
sector development is estimated as
follows: in the post-crisis period the
situation has deteriorated. It is stated by
60% of the respondents, including 35%
of them claiming that it has worsened
significantly. More than 60% note that
it is very difficult or almost impossible
to set up new business.

Finally, despite all the drawbacks,
identified in the work of regional
government to develop business, small
and medium enterprises do not lose hope
that it is the authorities that can boost
business activity and create favorable
competitive environment. So, according
to the Northern Chamber of Commerce
and Industry, referring to the results
of the survey of the Murmansk Oblast
entrepreneurs, the government should
focus on reducing corruption (45% of the
respondents), regulation of prices and
rated for energy resources (40%), decrease
in tax burden (35%) and administrative
barriers (30%), increasing the availability of
premises (25%) and creation of transparent
legislation (20%).

Thus, the conclusions, identified in the
survey conducted by “Support of Russia”
are identical to the results of the study
carried out by the Northern Chamber of
Commerce and Industry. They reveal that
business climate, not the cost of doing
business plays a crucial role in the creation
and development of the business sector in
the Murmansk Oblast.

Economic and social changes: facts, trends, forecast



BRANCH-WISE ECONOMY T.1. Barasheva

10.

I11.
12.

Sited works

Barasheva T.I. Small Entrepreneurship Development Prospect in the Murmansk Region under
State Regulation Measures Activization Circumstances. Economic and Social Changes: Facts,
Trends, Forecast, 2009, no.6, pp. 78-84.

Barasheva T.I. Reduction of Tension in the Murmansk Oblast Labor Market. The North and the
Market: Formation of Economic Order, 2011, vol. 2, no.28, pp. 76-78.

Efimova Yu.V. How do Customers Evaluate Loan Products for Small and Medium Business?
Konsul’tantPlyus.

Kobylinskaya G.V. Structural Specifics of Investment Processes in the Regions of the European
North. The North and the Market: Formation of Economic Order, 2013, vol. 1, no.32, pp. 57a-62.

Kostyukevich V.E. On the Forecast of Personnel Requirements of the Economy and Social Sphere
in the Murmansk Oblast and Approaches to the Formation of the Target Figures of Enrolment in
Institutions of Professional Education. Available at: http://www.mstu.edu.ru/news/files/doklad.
pdf.

KPMG has Published the Results of Research into Developed and High Developing Countries from
the Viewpoint of the Cost of Doing Business for 2012. Available at: http://www.kpmg.com/RU/
ru/IssuesAndInsights/ArticlesPublications/press-releases/Pages/KPMG-has-published-the-
results-of-the-survey-Competitive-Alternatives-2012.aspx

Business Climate in Russia: Index of OPORA 2010—2011. Available at: http://www.nisse.ru/busi-
ness/article/article 1756.html?effort=

The Regions of Russia. Socio-Economic Indicators. 2011: Statistical Digest. Rosstat. Moscow,
2011. 990 p.

The Results of Comparative Analysis of Business Environment in the Murmansk Oblast Municipali-
ties. Available at: http://opora51.ru/klimatt.html

Social Atlas of Russian Regions. Available at: http://www.socpol.ru/atlas/portraits/Murm.shtml

http:///
Chertoprud S. A Suitcase without a Handle. ConsultantPlus.

What Interferes with Entrepreneurs in Russia. Available at: http://dasreda.ru/club/power/2546/

References

Barasheva T.1. Perspektivy razvitiya malogo predprinimatel’stva Murmanskoi oblasti v usloviyakh
aktivizatsii mer gosudarstvennogo regulirovaniya [Small Entrepreneurship Development Prospect
in the Murmansk Region under State Regulation Measures Activization Circumstances].
FEkonomicheskie i sotsial’nye peremeny: fakty, tendentsii, prognoz [ Economic and Social Changes:
Facts, Trends, Forecast], 2009, no.6, pp. 78-84.

Barasheva T.I. Snizhenie napryazhennosti na rynke truda Murmanskoi oblasti [Reduction of
Tension in the Murmansk Oblast Labor Market]. Sever i rynok: formirovanie ekonomicheskogo
poryadka | The North and the Market: Formation of Economic Order], 2011, vol. 2, no.28, pp.
76-78.

Efimova Yu.V. Kak klienty otsenivayut kreditnye produkty dlya malogo i srednego biznesa? [How
do Customers Evaluate Loan Products for Small and Medium Business?]|. Konsul’tantPlyus
[ConsultantPlus].

Economic and social changes: facts, trends, forecast 3 (33) 2014 149



What hinders the development of small businesses: the view of the Murmansk Oblast entrepreneurs

10.

11.

12.

Kobylinskaya G.V. Strukturnye osobennosti investitsionnykh protsessov v regionakh Evropeiskogo
Severa [Structural Specifics of Investment Processes in the Regions of the European North].
Sever i rynok: formirovanie ekonomicheskogo poryadka [ The North and the Market: Formation
of Economic Order], 2013, vol. 1, no.32, pp. 57a-62.

Kostyukevich V.E. O prognoze kadrovykh potrebnostei ekonomiki i sotsial’noi sfery Murmanskoi
oblasti i podkhodakh k formirovaniyu kontrol’nykh tsifr priema v uchrezhdeniya professional’nogo
obrazovaniya [On the Forecast of Personnel Requirements of the Economy and Social Sphere
in the Murmansk Oblast and Approaches to the Formation of the Target Figures of Enrolment
in Institutions of Professional Education]. Available at: http://www.mstu.edu.ru/news/files/
doklad.pdf.

KPMG opublikovala rezul’taty issledovaniya razvitykh i bystrorazvivayushchikhsya stran s tochki
zreniya zatrat na vedenie biznesa za 2012 god [KPMG has Published the Results of Research
into Developed and High Developing Countries from the Viewpoint of the Cost of Doing
Business for 2012]. Available at: http://www.kpmg.com/RU /ru/IssuesAndInsights/
ArticlesPublications/press-releases/Pages/KPMG-has-published-the-results-of-the-survey-
Competitive-Alternatives-2012.aspx

Predprinimatel’skii klimat v Rossii: indeks OPORY 2010—2011 [Business Climate in Russia:
2010—2011 Index of OPORA]. Available at: http://www.nisse.ru/business/article/article 1756.
html?effort=

Regiony Rossii. Sotsial’no-ekonomicheskie pokazateli. 2011: stat. sb. [The Regions of Russia.
Socio-Economic Indicators. 2011: Statistical Digest]. Rosstat. Moscow, 2011. 990 p.
Rezul’taty sravnitel’nogo analiza predprinimatel’skogo klimata v munitsipal’nykh obrazovaniyakh
Murmanskoi oblasti [The Results of Comparative Analysis of Business Environment in the
Murmansk Oblast Municipalities]. Available at: http://opora51.ru/klimatt.html

Sotsial’nyi atlas rossiiskikh regionov [Social Atlas of Russian Regions]. Available at: http://www.
socpol.ru/atlas/portraits/Murm.shtml http:///

Chertoprud S. Chemodan bez ruchki [a Suitcase without a Handle] Konsul’tantPlyus
[ConsultantPlus].

Chto meshaet predprinimatelyam v Rossii [What Interferes with Entrepreneurs in Russia]. Available
at: http://dasreda.ru/club/power/2546,/

150 3(33) 2014  Economic and social changes: facts, trends, forecast



INNOVATION DEVELOPMENT

UDC 338.242.001.76, LBC 65.9(2)5
© Gusakov M.A.

Identification of directions and ways to transform the scientific
and innovation space in different regions

P Mikhail Aleksandrovich
(’?;@ GUSAKOV

= Doctor of Economics, Professor, Chief Research Associate, Federal State-Financed

; Scientific Institution the Institute for the Issues of Regional Economy, the Russian
W Academy of Sciences (38, Serpukhovskaya Street, Saint Petersburg, 190013, Russia,
o migus37@yandex.ru)

Abstract. The article proposes an approach to the definition of the directions of transformation
of scientific and innovation space, and ways of its development from the viewpoint of improving
the interaction between different regions, expansion of the involvement of regions in the research
and innovation process for ensuring greater dissemination of research findings and innovation. The
research is conducted in the context of the necessity to expand the role of science in the post-industrial
era. This approach is based on the author’s methodology of selecting different regions by assessing
their innovation development. The methodology consists in making the statistical distribution of
Russian regions by selected indicators, identifying groups of regions that are close to each other by
the degree of innovation development, on the basis of the standard deviation, and establishing the
link between the identified groups of regions that reflects the possibility of interaction between the
groups of regions on creating scientific results and their promotion in the spatial dimension. The
author analyzes directions and ways of implementation of polarization of scientific and innovation
space, development of scientific-innovation activity in the regions, also in the regions with similar
competitive advantages, ways of participation of a larger number of medium-sized and small towns
in the scientific and innovation activities, integration of the regions’ activities seeking to increase
the degree of innovation development and so on. The author identified a number of opportunities
for the improvement of organization of scientific and innovation space by specifying the possible
links of the groups of regions between the stages of the research and innovation process, comparison
of the regions, included into one group, which gives a real opportunity to shape the innovation
strategy in the regions.

Key words: transformation, research and innovation space, extent and ways of innovation
development, regions.
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The problem to boost innovation
development of the country and its regions
is aggravating due to the increased role of
science in the post-industrial era. The
economy has begun to transfer to a new
type of economic growth — an innovation
type of development.

However, in this country in the last 10
years the inertial scenario to develop
science and technology was implemented
but has not brought any fundamental
changes in the dynamics of technological
and innovation development [13, p. 110,
150-151; 18, pp. 38-39, 76-77].

In our opinion, implementation of all
types of innovation strategies (abreak-
through by a number of principally new
technology, technological borrowing
(a catch-up), re-industrialization) is
hindered by weak — not wide and slow —
spread of research results and innovations.
Moreover, the role of regions with small
innovative entrepreneurship can become
significant, as one of their key tasks is the
adaptation of innovation to a wide range of
consumers and local markets. The results
are distributed vertically — from academic
to small innovative organizations and
corporate science, as well as horizontally —
in the spatial dimension.

Thus, one of the main possibilities to
increase regional innovation development
in the post-industrial era is spread of
research results, their transfer, adaptation
to them, thus, involvement of the maximum
number of regions in innovation, expanding
the space of innovation development as a
form of its transformation, research and
innovation space (RIS).
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Research and innovation space is a
territory perceived as an arena of actions,
where entities of the scientific-innovation
sphere are distributed, they interact within
the existing ties in conditions of world
economy globalization, organizational
and institutional environment to conduct
the research and innovation process. The
space extension becomes more effective
when the regions are encouraged to
implement innovations, the institutional
environment is changed more intensively,
socio-economic development is changed
positively (economic diversification,
clustering, entrepreneurship growth),
inequalities in the development of regions
are addressed and the scale of the country’s
economy is extended.

Thus, the development of scientific
research potential and promotion of its
results can be influenced by a spatial factor,
a factor forming research and innovation
space that differs a lot in the regions. There
are such basic trends in RIS development as
significant inequality in spatial distribution
of innovation potential [20, p. 82-85, 106-
111, 174-175], alow degree of connection
of research and innovation space of the
country and its regions [ 3], formation of the
territories of innovation development [9].
Besides, many regions do not implement
innovation.

This curvature of research and innova-
tion space, a heterogeneous structure,
disparity in the elements of regional
innovation systems lead to the weakening
of interaction between regions while
generating and developing new technology
and adapting innovation create serious
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obstacles for the spread of results of science
and innovation, i.e. prevent an increase
in the degree of innovation development,
especially in non-innovation regions.

Transformation of RIS includes both
intensive and extensive changes, i.e. both
bettering the research-innovation process
(research-innovation activities) and inc-
reasing the scale of this process (amount of
research-innovation activity). So, one can
speak about development or expansion of
research and innovation space, respectively.
Asthere is no development or expansion in
pure form that is why these terms can be
accepted as synonymes.

One of the major problems of RIS
transformation is to establish cooperation
between regions different in the degree of
innovation development. This statement
corresponds with theoretical foundations
of Academician P.A. Minakir claiming
“...that the national economic space is
fundamentally heterogeneous, but consists
of a set of economic agents, homogeneous
in institutional and economic aspects”
[12]. Academician A.l. Tatarkin draws
attention to the possibility of innovation
development not only of large cities,
but also of agglomerations — outskirts of
border areas, deep-laid areas and small
towns as participants of cluster projects,
rural areas on the basis of the economy
diversification [21].

The significant regional diversity sets a
task to develop a methodological tool that
identifies the space for innovation deve-
lopment of regions of different types
and the approach to determine the ways
of implementing the directions of RIS
transformation.
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The proposed approach to assess the
capabilities of territorial development of the
potential of science and innovation
presupposes identification of the thresholds
that reflect the current degree of the
regional innovation development. Besides,
it establishes interaction between the relevant
groups of regions, reflecting the possibility of
their cooperation in science and innovation.
A set of thresholds characterizes a consis-
tently different, increasing degree of inno-
vation development [6] (fig. 1).

Groups of regions differ according to
the degree of innovation development. At
the same time, the author applies a diverse
approach to the selection of groups
of regions with significantly different
competitive advantages to produce new
products. They can create, transfer, adapt,
distribute and use them.

This method to select regions on the
basis of regional competitive advantages
is crucial in determining the extent of
innovation development. In our opinion,
in a broader sense there is no competition
between regions with different competitive
advantages; the regions compete in the
framework of a certain type regions. It is
incorrect to apply the same criteria to all
groups of regions.

Identification of directions and ways of
RIS transformation is based on the author’s
significantly improved methods to assess
innovation development of the regions's.

I Approbation of methodological approaches by a
different algorithm and other indicators are given in [8].

2 The research —method development, indicators
justification, calculations, results interpretation, was carried
out with the help of postgraduate of IPRE RAS O.A. Burkat-
skaya.
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The method is to reveal the statistical
distribution of Russian regions (83 regions)
by selected indicators (the fragment of
initial data is provided in fable), to single
out the group of regions, similar in the
degree of innovation development, on the
basis of the standard deviation indicator
and the link between identified groups of
regions, reflecting their interaction in the
scientific sphere.

Taking into account the diverse approach,
the calculation is carried out on the basis
of indicators, different for each threshold.
We also apply the indicator characterizing
the most innovatively developed regions,
and distinguish regions by the maximum
value that exceeds the standard deviation
(“sigma” o). Then we use the indicator
disclosing the next threshold of innovation
development, etc.

The “soft” variant of the algorithm is
applied. It proposes to exclude the regions
of a higher degree of innovation develop-
ment from each subsequent group of
regions, belonging to different thresholds
of innovation development, only after
calculations when the groups of regions
are being selected. Calculations on the
basis of a more “hard” algorithm (with
the exclusion of groups of regions in the
first stage, conducting further calculation
without this group of regions) do not
take into account the presence of the
aggregate functions sequence (stages),
characteristic of regions with a higher
degree of innovation development.

The calculated statistical distribution is
presented in figure 2 (selected by one
indicator from each of the threshold).

Economic and social changes: facts, trends, forecast
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Distribution confirms the probabilistic
nature of the indicators values by regions
of the Russian Federation.

The proposed approach requires further
study of algorithms to single out groups of
regions and to select indicators because
different statistical indicators often take
into account different groups of regional
industries (manufacturing, mining, high-
tech), not comparable by the type of
innovation activity and innovation products
that significantly affects the extent of
their innovation development within the
same group of regions. For example, the
coefficient of production renewal in the
extractive industries due to change in
equipment reflects the stage of renovation
and technological expansion and is less
than in machine-building branches, and
hence in the respective regions.

Then we identify the link between the
selected groups of regions, reflecting the
possibility of their interaction in the
scientific sphere (fig. 3). It should be
noted that the identified groups of regions
do not differ significantly from the
typology, justified by other methodological
approaches.

The study of RIS management issues,
domestic and foreign experience of regional
innovation development, spread of
fundamental science (both by the stages
of the research and innovation process and
from the Federal to regional level) gives
an opportunity to single out summarized
directions of RIS transformation.

Taking into account the analysis of the
extent and potential of regional innovative
development, we define the directions
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(forms, methods, tools) to implement RIS
transformation within the identified areas.

While calculating we use a number of
indicators. As a result we choose a five of
indicators out of the three fives for five
thresholds. The selection of indicators is
carried out on the basis of a more objective
threshold and a stage of the research and
innovation process: fundamental research —
applied research work — development of
new production — innovation and spread
of technology — application of innovation.
The calculations reveal that the number
of statistical indicators does not meet
their direct and unambiguous purpose.
For example, the indicator “innovation
activity of enterprises” (the share of
enterprises implementing technological,
management and marketing innovation)”
is, in fact, eclectic, reflecting, on the one
hand, innovations and their spread, and on
the other, application and spread of new
products (marketing). The latter prevails
in reporting, thus greatly distorting the
essence and uniqueness of innovation
activity and does not reflect a real state of
innovation activity of the region.

What is more, the use of indicators of the
enterprises’ innovation level distort the
assessment of the degree of regional
innovation development, as the calculations
depend on the number of enterprises in
the region (a small number of enterprises
presupposes a higher threshold) and the size
(agreat number, a small size and substantial
research intensity also presuppose a higher
threshold). At the same time, in some
regions there is no correspondence between
the share of innovation-active enterprises

Economic and social changes: facts, trends, forecast
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and the share of innovation products due to
different innovation output. For example,
you can mark a reduced return in regions
of the Northwestern Federal District such
as the Arkhangelsk, Leningrad, Murmansk
and Pskov oblasts and the Republic of
Karelia. There are other distortions. For
instance, the indicator “effectiveness
of R&D results commercialization” in
the Lipetsk Oblast amounts to 473%, in
Yamalo-Nenets Autonomous Okrug —
1201%. This indicator is calculated as the
ratio of “the amount of shipped innovation
products, works, services” to “internal
costs of research and development”. The
“incorrect” indicator value is caused due
to a small size of domestic expenditure on
R&D compared to the relatively high value
of the numerator of the given ratio.

Therefore, such regions were separated
from the group.

The groups of regions, identified by the
degree of innovation development, confirm
the above mentioned trends of the research
and innovation space configuration,
primarily, of its polarization.

The directions and ways to realize the
polarization are quite obvious and marked
in literature:

— increased knowledge-intensity of the
territories and the share of high-tech
innovation of post-industrial economy in
the regions on the basis of development
and creation of new centers of innovation
economy, including those on the basis of
large federal research centers and research
universities, science cities, research centers
corporations, construction of major city
objects on the basis of mega-projects;
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— formation of the “poles” of research
and innovation potential in the country,
growth of the territories’ more close loca-
tionto the centers of science and technology
and activation of the RIS “curvature”,
including on the basis of development of
agglomerations and large cities and the
Synergy process.

The comparison of the regions belonging
to the same group of the highest degree of
innovation development shows that some
regions are observed in other groups as
they solve tasks of other stages on the way
to innovation type of development. Thus,
the cities of Moscow and Saint Petersburg
are still in the group with the high level of
indicator “a number of enterprises carrying
out scientific research”. It is a threshold
ensuring high research intensity of the
national economy. Moreover, Moscow
has a high rate of the indicator “GRP
per one employed in the economy of the
region”, related to the characteristics of the
threshold to achieve long-term economic
dynamics, while Saint Petersburg has a
“high share of small enterprises engaged
in technological innovation™, an indicator
relevant to the characteristics of the
threshold of achieving innovativeness. As
practice shows [16], for such regions it can
be considered as perceived reserves, which
canbe implemented to expand interregional
cooperation between traditional research
centers and regions-R&D consumers,
to create programs to support small and
medium business, to organize educational
programs and to back small enterprises
affiliated with universities and enterprises
affiliated with business incubators.
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The analysis shows that such reserves
are characteristic of a number of regions.

Another direction of transformation
can be development of research and
innovation activity in the regions through
involvement of a greater number of regions
in it that are not so actively promoted and
developed. Meanwhile, the RIS potential
expansion is significant, as there are several
such regions.

Firstly, a greater number of regions can
be involved in research and innovation
activity on the basis of their innovation
modernization, including on the basis of
new regions [15, p. 17-24], by means of
updating industry of regions and cities that
have raw-material orientation.

The study also reveals similar reserves,
taking into account regions of new deve-
lopment that are differentiated in several
groups (till their exclusion): the Vologda
and Kostroma oblasts belong to a group
of regions characterized by the indicator
“efficiency of commercialization of
R&D results”; Kamchatka Krai and the
Murmansk Oblast are in a group of regions
characterized by the indicator “a share of
small enterprises engaged in technological
innovation”; the Sakhalin Oblast and
Yamalo-Nenets Autonomous Okrug — by
the indicator “ GRP per one employed in
the economy of the region”.

The graphs of calculation of the degree
of regional innovation development show
that the RIS expansion in this direction
can be based on the regions with
prevalence of engineering industries
(e.g., the Novosibirsk Oblast), chemical-
technological industries (the Perm Oblast),

Economic and social changes: facts, trends, forecast
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agricultural regions with dense rural
population (the Volga Oblast), single-
industry and old-industry regions, because,
apparently, the transformation processes are
more actively manifested in commodity
regions where corporations’ innovation
potential is growing intensively [4, p. 19-21].

There are two ways to encourage
research and innovation activity. One way
is based on the region’s systemic action to
implement the innovation development
strategy and involve key players in the
innovation development of the territory.
Krasnoyarsk Krai, Kaluga and Chelyabinsk
oblasts, making comprehensive efforts, are
included in the innovation top ten in the
ranking [16, 17].

Another way is to form the poles of
innovation development in a city and
region — clusters, universities and research
and education centers, and to manage and
promote innovation activity — to develop
maps of distribution of creative human
capital, to project an intelligent city on
the basis of wide use of breakthrough
information technology in the sphere of
services and management [22].

Brighter possibilities are revealed when
the regions are singled out by the multi-
structural indicator.

Therefore, to achieve more compre-
hensive results it is necessary to unite the
regions in groups by more or less similar
competitive advantages, expanding the
economic profile and range of production
specialization in the group of regions:
science-intensive (old and new research,
educational and innovation centers);
old- industry (centers of mechanical
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engineering, chemical industries, etc.,
agricultural); regions of new development
(raw materials, a fuel and energy complex);
border (including Northern, port).

This analysis takes into account sectoral
differences of groups of regions, differences
in the nature of scientific research
(fundamental or applied, having different
return) and therefore differentiates groups
of regions by the innovation development
type more objectively.

The border regions that differ signifi-
cantly are analyzed in the article. The
Novosibirsk Oblast has the highest value
ofthe indicator “export of technology and
services of a technological nature” and,
accordingly, is referred to the group of
regions with the highest level of innovation
development. Having approximately equal
scientific potential, the Pskov, Bryansk,
Volgograd and Orenburg oblasts belong to
the group with a high value of the indicator
“efficiency of commercialization of R&D
results”; the Murmansk Oblast and Altai
Krai refer to the group “a share of small
enterprises engaged in technological
innovation”. Such variations are due to
dominating indicators that refer regions
to one or another level by the degree of
their innovation development. Besides, as
practice shows [16, 17], certain regions do
not have other components of potential,
affecting the degree of innovation
development, such as education, manage-
ment, spatial development (in the sense of
a lack of integration with other regions).
This gives some reserves for innovation
development and ways for its realization.
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Secondly, more regions can be involved
in research and innovation activity on the
basis of territorial development of medium
and small towns that have certain abilities
for innovation development or potential for
their formation, such as national scientific
and cultural phenomena, in particular,
phenomena of innovation development,
including those in the field of social sciences.
In this case the potential of regional
development can be based primarily on
self-management and entrepreneurship.
What is more, research and innovation
space in the aspect of post-industrial
production can have a new vector in the
development of intellectual services based on
cognitive technologies. The creative process
is important as it is a factor of potential
development to create a regional innovation
system in the regions where “...there is no
innovation activity yet” [19, p. 56].

Middle and small cities, located primarily
around agglomerations, can support
innovation development of high levels. We
consider transformation of provincial
“megapolises” from “centers of industry”
into “centers of trade and services” (the
feature of innovation development is the
foundation of 50 new cities and towns)
[2]. Besides, the potential of innovation
entrepreneurship can be used to produce
various kinds of services — from science-
based resource service and scientific
entrepreneurship at universities and
science cities to agro-industrial and single-
industry provincial regions [19, p. 56-59].

The development of specific museums,
traditional interesting crafts, and intellec-
tual services for different social strata

162

3(33) 2014

segments of the population leads to
different management of urban space [5].
The examples are the following: Kasli in the
Chelyabinsk Oblast, Myshkin in the Yaroslavl
Oblast, Plyosin the Ivanovo Oblast, Kolomna
in the Moscow Oblast, etc. For instance,
Kolomna had become economically
insufficient, but entrepreneurs organized
a museum factory “Kolomna Pastila
Museum” and then opened a travel agency,
hotels, which created work places for the
population [14].

One of the directions of research and
innovation policy to involve small and
medium cities in the innovation activity
could be the inclusion of less innovative
regions in the activity of more innovative
onesonthebasisof economy clustering [21, p.
102-107]. More innovative region “absorbs”
non-innovative or less innovative, one thus
encouraging entrepre-neurship.

The RIS curvature also stems from
distortion of its structure — incompleteness
of regional innovation systems and a lack
of connection between them. Hence,
it is necessary to develop a direction of
transformation, such as the interconnection
of regions’ activity in order to increase the
degree of innovation development due to
integration of research and innovation
activity of regions and construction of the
national innovation system structure in the
country and its regions in all phases of the
research and innovation process.

Practice shows that the regions’ greater
interaction in the research and innovation
sphere is based on the development of
horizontal, radial and vertical relations of its

Economic and social changes: facts, trends, forecast
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subjects in different regions, establishment
of different forms of cooperation, combining
elements of scientific-innovative potential
and components of regional innovation
systems, concentration of research and
innovation resources, creating common
structures and industries, especially in the
sphere of high technology, organization of
innovation development poles in the region
and the city and activation of key subjects
of innovative development.

The interregional project “Caucasian
Silicon Valley” is a positive vivid example
of interconnecting. It is aimed to create a
seriesofindustriesassociated with alternative
energy (it is planned to spend more than
32 billion rubles) [16], such as production
of polycrystalline silicon (Stavropol Krai),
monocrystalline silicon (the Kabardino-
Balkar Republic), multicrystalline silicon
(the Karachay—Cherkess Republic),
photoelectric converter (the Republic of
North Ossetia), solar modules (Dagestan).

The forms of interactions that are
actively used are the following: research
and innovation clusters, technology
platforms, federal and regional scientific
and technological programs. However,
for example, regions and cities that have
enterprises, forming the core of the net-
work structures of the development of
critical technologies “Biomedicine” (one of
the consortiums of scientific-technological
platform “Living systems”), mainly belong
to the high-tech group of regions, and only
10% of enterprises operate in the regions
of the moderate degree of innovation deve-
lopment [10, p. 58-61].
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Opportunities to consolidate the
regions’ efforts under the programs are
also limited, because the profile of regional
industry differs essentially, so they parti-
cipate in various programs.

Apparently, technology platforms and
scientific-innovative programs have not
become an active factor to form research
and innovation space of the regions yet;
the spatial factor is based on the existing
structure, does it not transform it and not
realize the network principle to manage the
research and innovation process.

Along with comprehensive directions
of RIS transformation we can formulate
the following directions, characterizing
the separate sides of the development of
research and innovation space, separate
components and structures of the scientific
and technical potential, stages of the
research and innovation process.

1. Purposeful and active use of compe-
titive advantages of the region — a developed
base of energy; highly qualified personnel —
scientists, designers, planners, engineers,
workers; high investment potential; a
powerful and comprehensive infrastructure
in the industrial production (energy,
transport, information, financial infra-
structure); a high level of concentration
of scientific and technological potential
(academic, industry, university, factory
sciences); the presence of a significant
number of high-tech industries.

For example, the Chechen Republic is
aregion with the excess working population;
its territory can be used for various types of
business. Tourism can become a competitive
advantage of the republic. By the way,
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the term “excess working” population
seems to be wrong in principle. They are
people who are temporarily unemployed.
Another example is the availability of local
natural competitive advantages of raw
export-oriented regions (the Tyumen and
Kemerovo oblasts).

2. Improving the quality of human
potential as the main factor promoting
innovation development in the regions
with low scientific and technological
potential, primarily due to the improvement
of the education system [1].

3. Integration of scientific and educa-
tional organizations in the country in order
to form the system of their competitive
cooperation — universities and institutes
of higher education affiliated with science
cities and academic institutes affiliated
with universities [7].

A number of science cities have educa-
tional institutions, for example, Dubna in
the Moscow Oblast, Michurinsk in the
Tambov Oblast, Obninsk in the Kaluga
Oblast, Peterhof in Saint-Petersburg, and
many cities preparing highly-qualified
personnel in close contact with the leading
universities of the Russian Federation [11,
p. 22, 33, 35, 38].

Thus, directions and ways of transfor-
mation of research and innovation space
in relation to different regions are identified
on the basis of selection of thresholds of
the territorial development of potential
of science and innovation and a new
justified methodological approach and
methodological tools to analyze and
measure the degree of regional innovation
development.
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Among the proposed directions of
transformation we have analyzed those that
are not actively being developed and
promoted. These include:

- involving a larger number of regions
in scientific-innovation activity; it is shown
that the potential expansion of research
and innovation space is significant, as a
significant number of such regions have
carried out innovative modernization;
including those that have upgraded
industry;

- development of the territories of
medium and small towns that have certain
abilities of innovation development or
potential for their formation, such as
national scientific and cultural phenomena,
in particular phenomena of innovation
development, including those in the field of
social sciences, based on self-management
and entrepreneurship;

— more innovative region’s “absorption”
of non-innovative or less innovative ones
on the basis of economy clustering;

— purposeful and active use of compe-
titive advantages of the region;

— integration of scientific and educa-
tional organizations in order to form the
system of their competitive cooperation.

The developed methodological tool to
analyze the degree of innovation develop-
ment of different regions has revealed a
number of new reserves for transformation
of research and innovation space, such as:

» specification of possible links of
groups of regions between stages of the
research and innovation process, compa-
rison of the regions included in one group,
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but with different potentials for innovative
development by any characteristic —
generation of innovations, technologies
transfer, etc.;

* some regions of a higher degree of
innovation development have high rates
related to the subsequent thresholds;

* some regions that have similar
competitive advantages have different
potentials — generation of innovations,
transformation, adaptation, etc., thus
belonging to different groups of regions by
the level of innovation development;

* some regions that have similar
competitive advantages and the same
scientific potential belong to different
groups of regions by the level of innovation
development.

Identification of the reserves of transfor-
mation of research and innovation space
helps find concrete ways to implement the
directions of transformation in relation to
different regions, to develop strategies and
scientific-innovative policy of the regions,
taking into account regions with different
competitive advantages.
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Abstract. The article substantiates the necessity of using cluster approach in the development of
the region’s construction complex for increasing its innovation activity. The formation and
development of the regional construction clusters can facilitate the formation of innovation system
in the construction complex and integration of different types of innovation. Clusters are also an
effective mechanism under the conditions of the market economy; they can unite independent
organizations for achieving common strategic goals. Taking the construction cluster of the Ural
as an example, the authors discuss the opportunities of using its potential for different purposes,
including for the investment development of the Arctic territories. The article shows that cluster can
provide innovation-inactive Northern territories with complex innovation construction solutions.
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Innovation development and the lead-
ership of innovation in the economy are a
worldwide development trend of the policy
in the science and technology sphere.
However, the use of innovation in indi-
vidual countries, regions and sectors is
uneven. Usually it depends on the readi-
ness of the state and region to organize
innovation process, to manage it and
regulate the relations arising in the sphere
of innovation.

Innovation in construction plays a sig-
nificant role in the country’s economic
development, because the introduction of
new technology for production of new
materials and new products in different
industries is connected with construction.
Introduction of innovation in housing
construction leads to the improvement of
living conditions and increases people’s
comfort. The construction of innovation
buildings and structures influences the
improvement of the social climate of social
orientation (hospitals, schools, health
centers, stadiums, etc.). The newly erected
buildings, equipped with new facilities in
some sectors, can be also considered as
innovation.

From the viewpoint of technology,
construction industry is the most conserva-
tive and slow to change. Its slow response
to changes can be explained by several
reasons. First, it is a long history of tech-
nological development of the construction
complex, in the course of which a variety
of materials and construction technology
have already been tested and implemented.
Second, it is the long lifetime of buildings
and structures, within which the short-
comings of the applied technology can be
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identified. That is why builders are very
cautious about choosing a new technology
and new construction materials, because
the responsibility for the result is theirs.
Thirdly, it is the predominance of small
firms, the low level of integration in the
industry and excessive dependence on
subcontractors. And finally, it is the lack of
access to information about new products,
materials and technology.

The level of innovation development in
Russia’s construction complex can be
assessed only by the level of innovation
activity of organizations that manufacture
building materials, products and struc-
tures, i.e. by the type of economic activity
“Production of other non-metal mineral
products”; the construction materials
industry belongs to this group. The data
presented in figure 1 show that this sphere
is characterized by the low level of innova-
tion activity in comparison with other types
of economic activity'.

The share of organizations that imple-
ment technological innovation is about 9%
in the total number of enterprises that
produce construction materials (7ab. 1).

The use of new construction materials
has a high social significance and potential.
The development and usage of new con-
struction materials in the historical aspect
is the basis for innovation processes in
construction?.

! Federal State Statistics Service. Official statistical
information. Science, innovation and information society.
Science and innovation. Available at: http://www.gks.ru
(accessed April 20, 2014).

2 Kotlyarova S.N. Innovatsionnye bar'ery i perspektivy
razvitiya otraslevykh rynkov na primere stroitel'noi otrasli
[Innovation Barriers and Perspectives of the Industrial Markets
Development on the Example of Construction Industry].
Ekonomika regiona [Economy of the Region], 2010, no.3, pp.
251-254.
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Figure 1. Innovation activity of organizations by the types of economic activity

40
35.6 36.8

35
30
24.7
23.2 227
20

15

Manufacture of
aircraft and
spacecraft

Manufacture of
pharmaceutical
products

02011 24,7 35,6 23,2
02012 233 36,8 22,7

9.7 103

10
5 I]]
0
Manufacture of other

Chemical production non-metallic mineral
products

9,7 11,7 13,3 5,6
10,3 11,8 11,2 5,6

1.3
11.2

56 5.6

11

Production and
distribution of
electricity, gas and

L L

Food production

Production of
cellulose, wood pulp,
paper, cardboard

Table 1. Share of organizations that implement technological
innovation in the total number of organizations, % *

Type of economic activity 2011 2012
Manufacture of pharmaceutical products 22.4 23.3
Manufacture of aircraft and spacecraft 33.6 36.1
Chemical production 211 20.9
Manufacture of other non-metallic mineral products 84 8.9
Food production 94 9.1
Production of cellulose, wood pulp, paper, cardboard 12.4 10.6
Production and distribution of electricity, gas and water 47 49
* Federal State Statistics Service. Official statistical information. Science, innovation and information society. Science and innovation.
Available at: http://www.gks.ru (accessed April 20, 2014).

The emergence and application of new
materials leads to the increase in the energy
efficiency of residential and industrial build-
ings, reduction in construction costs and
operating costs, improvement of comfort of
buildings and structures. For instance, brick,
which replaced clay, increased the strength
of buildings and allowed the number of

Economic and social changes: facts, trends, forecast
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floors to be increased. The emergence of
monolithic construction technology allows
the construction period to be reduced and
provides for significant savings. Monolith
also makes free space planning possible.
The use of plastic window units provides a
better insulation of the houses’ inhabitants
from the influence of external factors.
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The development and introduction of
new materials provides constant impetus
for new architectural solutions.

To ensure the compliance with interna-
tional standards (Oslo Manual, a single
survey program — EU CIS) the statistics
distinguish several types of innovation:
technological, marketing, organizational,
management, etc. But innovation in con-
struction is complex and its components
should not be considered separately. Tech-
nological product innovation has value
only if it reaches the consumer market.
But the specifics of innovations in the
construction industry consists in the fact

that there is a necessity to go through a long
chain of interrelated innovation solutions,
and it is a complex and time-consuming
process (fig. 2).

Administrative barriers and regulations
hamper innovation breakthroughs in con-
struction. The factors that impede the
introduction of new technology in con-
struction are as follows: absence or pro-
longed approval of technical norms and
standards for new materials, constructions
and technology; slow introduction of new
standards in design solutions.

Another barrier for innovation is the
corruption and conservatism of the author-

Figure 2. Stages and the main factors in the development
and introduction of innovation in the construction complex
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ities, who sometimes support large house-
building plants that exhausted their
potential. Besides, the apartment houses
of bearing-wall construction that were
built in large amounts in the Soviet period
are no longer needed in big modern cities.
The pace of introduction of innovation is
slowed because of the low qualification of
contractors and poor quality of construc-
tion materials, which are often produced
in the process lines of the 1960s—1970s>.

Innovation solutions are not in full
demand among designers and architects,
though these people, who design their
projects taking into consideration mod-
ern materials and innovation technology,
should be a link between the major real
estate developers and construction materi-
als producers.

The absence of information interaction
between construction materials manufac-
turers and executives responsible for
decision-making in construction com-
panies also impedes the introduction of
innovation materials. Thus, the barriers
to the introduction of new technology and
materials in construction are not ideologi-
cal, but rather administrative in nature.

Russia’s accession to the World Trade
Organization further emphasized the need
to promote innovation activities at con-
struction enterprises. Experts predict the
strengthening of foreign suppliers’ influ-
ence in the construction materials market,
the increase in the import of construction
materials at a lower price (from China
and Turkey) and, consequently, the rise of

3 Stupin I. Vragi stroitel'nykh innovatsii [The Enemies of
Construction Innovation]. Ekspert [Expert], 2007, n0.27(568),
July 16.
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competition in the Russian construction
market*. It is necessary to form barriers to
cheap but low-quality imported products
and to support new innovation technology
in construction on the state level.

The formation of innovation system in
the construction industry and integration
of different types of innovation within the
building complex can be facilitated through
the formation and development of regional
construction clusters. Because within the
framework of the cluster it is possible to
form a strong connection between its par-
ticipants, to increase the share of competi-
tive construction materials produced by
local building enterprises by introducing
innovation methods in the organization
of production®.

At present, regional construction clus-
ters have been formed and are actively
functioning in three regions of the Russian
Federation: in the Sverdlovsk Oblast (Ural
Construction Cluster), the Saratov Oblast
(Interregional Research and Production
Cluster), the Vologda Oblast (International
Cluster of Wooden House Building and
Wood Processing). Each cluster was cre-
ated for different purposes depending on
the needs of the industry and the region.
The Ural Construction Cluster seeks to
improve the efficiency and competitive-
ness of the region’s construction complex,

4 Posle vstupleniya v VTO rossiiskii stroitel'nyi rynok
ozhidayut peremeny [After accession to the WTO the Russian
Construction Market is Expecting Changes]. Available at: http://
www.interfax.ru/realty/realtyinf.asp?sec=1457&id=261655
(accessed January 20, 2014)/

> Yamshchikova 1.V., Kudryavtseva V.A. Klasternaya
initsiativa kak put' innovatsionnogo razvitiya promyshlennosti
stroitel'nykh materialov regiona [Cluster Initiative as a Way
of Innovation Development of the Region’s Construction
Materials Industry]. Polzunovskii vestnik [ Polzunov Bulletin],
2012, no.4, pp. 127-131.
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preservation of market positions and mar-
ket expansion. The Saratov Interregional
Research and Production Cluster states
its goal as the formation of a machine-
building complex for the introduction of
innovation materials in construction in
order to reduce the cost of square meter of
housing. The formation of such a cluster
in the sphere of construction technology
will allow for overcoming the technologi-
cal gap and it gives a new impulse to the
development of the construction complex.
The Vologda International Cluster is aimed
at attracting foreign advanced technology
to develop a new branch — wooden house
construction. Industrial low-rise wooden
house building and structural steel con-
struction are developing within the con-
struction cluster.

The Sverdlovsk Oblast has a huge con-
struction and industrial potential and takes
a key place in the Ural area. That is why
the Ural Construction Cluster is primarily
aimed at the development of markets for
the products of its construction companies.
The development of housing construction
in the neighboring regions is accompanied
by increased demand and deteriorating
regional capacities for the production of
construction materials6. In this situation,
the Ural Construction Cluster finds the
majority of market outlets to be promising,
and first of all, the markets of the neigh-
boring Yamalo-Nenets and Khanty-Mansi
autonomous okrugs. However, it is possible
to enter these markets only through the

¢ Loshchenko A.L., Kopsha S.P., Bikbau M.Ya.
Stroitel'no-industrial'nyi klaster — peredovye tekhnologii i
mashinostroenie dlya stroitel'stva [Construction-Industrial
Cluster — Advanced Technology and Machinery for
Construction]. Tekhnologiya betonov [Technology of
Concrete], 2013, no.8.
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establishment of coordination between
the Sverdlovsk Oblast, Yamalo-Nenets
and Khanty-Mansi autonomous okrugs
in the sphere of development and accom-
modation of the construction industry
enterprises, implementation of housing
programs and development of the trans-
port and logistics infrastructure. Thus,
the development of the Ural Construc-
tion Cluster will solve the problem of the
optimal allocation and development of
productive forces in the large region.

The development of northern territories
acquires special importance in connection
with the implementation of a large-scale
program for socio-economic development
in Russia’s Arctic zone. This program
provides for the implementation of many
projects in the Arctic: the establishment
of global transport, energy, information
and telecommunication systems. Total
investment for 7 years should be 1793 bil-
lion rubles, including at the expense of
the federal budget — 623.3 billion rubles.
Thus, the investment vector in the Russian
Federation is shifting from the southern
regions (construction of facilities for the
2014 Olympics) to the Arctic and adjacent
northern territories. Figure 3 shows that the
greatest volumes of investments into prior-
ity investment projects are concentrated in
the northern territories of the Urals’, and
therefore the Ural Construction Cluster
intends to launch the development of
northern resource areas.

It is important that the bulk of invest-
ment in the northern territories means new

7 Ministerstvo regional'nogo razvitiya Rossiiskoi
Federatsii [The Ministry of Regional Development of the
Russian Federation]. Available at: http://www.minregion.ru/
Priorit_invest (accessed October 20, 2013).
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Figure 3. Volume of investment into priority investment projects, billion rubles
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construction (industrial, transport, energy
and residential facilities), taking into
account the specifics of construction
activities in the North and the design,
engineering and technological solutions
for Arctic conditions. These construction
solutions should be comprehensive and
complete; one organization or even several
construction companies cannot offer or
implement such a solution®.

Cluster is a mechanism that is efficient
in the conditions of market economy and
that is able to unite independent organiza-
tions for the achievement of a common
strategic goal. In this regard, the involve-
ment of cluster groups is an important
condition for the investment development
of the Arctic and fulfilling major tasks of
its development.

8 Lavrikova Yu.G. Klasternyi podkhod v osvoenii
severnykh i arkticheskikh territorii [The Cluster Approach
in the Development of the Northern and Arctic territories].
SEVER I RYNOK: formirovanie ekonomicheskogo poryadka
[The North and the Market: Formation of Economic Order],
2014, no.6(43), pp. 71-74.
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Comparing the share of organizations
that are implementing technological inno-
vation in the RF regions, it can be noted
that the Sverdlovsk Oblast has higher rates
in this respect than the national average
(fig. 4). The innovation activity of orga-
nizations in Yamalo-Nenets and Khanty-
Mansi autonomous okrugs is low. Thus, the
northern territories with low innovation
activity require complex innovation deci-
sions, which can be provided by the enter-
prises of the Ural Construction Cluster.

The consumers of construction prod-
ucts are interested not just in obtaining
construction materials of affordable quality
and price, but, above all, in obtaining
the final results in the form of construc-
tion objects — fast and quality housing,
industrial and infrastructure buildings and
facilities. Consequently, the market needs
ready-made solutions. The Ural Construc-
tion Cluster is built on the principle that
all of its participants ensure the final result.
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Figure 4. Share of organizations that implemented technological
innovation in the RF regions: 2010-2012, %
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Figure 5. Structure of the Ural Construction Cluster
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The Cluster includes designers, con-
struction materials manufacturers, con-
struction firms, educational and research
institutes, engineering companies, repre-
sentatives of federal and regional minis-
tries, infrastructure organizations, banks
and insurance companies’. Currently, this
approach allows the companies of the clus-
ter to perform the whole cycle of construc-
tion works in the volume up to 40 billion
rubles per year with their own designers,
general contractors, contractors, banks
with ready credit lines. This is important
for large-scale investment projects.

The creation of six consortia in different
spheres of construction within the cluster
(fig. 5) can be called an innovation orga-
nizational approach to the formation of the
Ural Construction Cluster. The consortia
have territorial and sectoral characteristics;
each of them has its own features and cre-
ation purposes!'’.

The transport construction consortium
has united more than 40 companies of
transport construction, with work experi-
ence of more than 20 years, three institutes,
construction materials plants, a subsidiary
of a federal bank and an insurance com-
pany. With such a structure, the consor-
tium can participate in electronic trading
and competitions, involving the largest and
most expensive orders. The objectives of
the transport consortium are as follows: the
construction of railways and motor roads
of any complexity with full infrastructure.

° Lavrikova Yu.G., Kotlyarova S.N., Chumerin Yu.N.,
Devyatykh Ya.Yu. Kontseptsiya i praktika formirovaniya
Ural'skogo stroitel'nogo klastera [ The Concept and Practice of
Formation of the Ural Construction Cluster]. Yekaterinburg:
Institut ekonomiki UrO RAN, 2013. 142 p.

10" Tbidem.
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The main goal of the industrial construc-
tion consortium is to build large industrial
facilities of metallurgy, chemical industry,
construction industry, mechanic and
power engineering of any complexity with
full infrastructure. Consortium enterprises
participated in the federal programs for
preparation for the APEC-2012 Summit in
Vladivostok and the 2014 Winter Olympic
Games in Sochi. The consortium includes
institutions such as Uralgipromez and
UralNIIAS.

The Yekaterinburg and Nizhny Tagil
consortia are organized on a territorial basis
and include construction industry enter-
prises and construction companies, munic-
ipal institutions, universities and banks. An
obligatory condition of work is to imple-
ment any of the objects as a General Con-
tractor. It is the prerogative of the “leader”
of the consortium in this type of work, who
by its own forces is able to perform up to
40% of the works on the given object. Pre-
requisites for the formation of these con-
sortia are as follows: the implementation
of a number of large investment projects
in the field of construction in the cities;
the large number of enterprises producing
construction products; the availability of
specialized educational institutions; the
need for timely satisfaction of the needs
of the territory in modern construction
materials, products and structures for the
implementation of housing programs or
large investment projects.

The objective of the Mikhaylovsk and
the Irbit consortiums is to develop the pro-
duction of modern construction materials
based on effective cooperation between
enterprises with the aim of reducing costs,
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and also due to the necessity to meet the
demand in construction materials with the
expected increase in housing construction.
A common infrastructure of networks and
roads will be built; staffing issues and social
problems in these two settlements will be
addressed.

The low-rise construction consortium
comprises the developers of cottage settle-
ments and intends to cooperate with the
authorities on the issues of provision of
low-rise residential settlements with roads
and engineering infrastructure.

The Northern construction-and-logistics
cluster sees its main task in uniting the
construction materials manufacturers that
are located primarily in Nizhny Tagil,
Krasnoturyinsk, Severouralsk, Serov and
other northern territories of the Sverdlovsk
Oblast, for the purpose of establishing
productions in the northern regions of
the Ural Federal District, especially in
the Khanty-Mansi and Yamalo-Nenets
autonomous okrugs. The Sverdlovsk
Oblast has traditionally been a supplier of
construction materials for these areas, and
for the Tyumen Oblast as well. But now
construction went far to the north and
even beyond the Arctic circle. The north of
the Sverdlovsk Oblast, Khanty-Mansi and

Yamalo-Nenets autonomous okrugs are
industrial construction zones, since they
are rapidly developing industrial regions.
Implementation of large investment proj-
ects will increase the demand for building
materials, including those required in
housing construction.

Thus, the main purpose of creating such
sectoral and territorial associations is to
organize modern innovation productions
of energy and resource saving construction
materials, products and structures, and
to enhance the competitiveness of local
producers of construction materials. The
establishment of the Ural Construction
Cluster will make it possible to increase
the volumes of deliveries of construction
materials in the regions of the Ural Federal
District. And in the future it will not only
reduce construction costs, but also expand
the market of innovation construction
materials produced in the region.

Innovation development of the con-
struction complex is possible on the basis
of the comprehensive understanding of
innovation as a set of technological, orga-
nizational, marketing and other types of
innovation, which at present should be
implemented on the basis of the cluster
model of development.
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Abstract. The article continues the series of publications on research into tax administration
issues *.

Profit tax is one of the main tools of tax policy. It fulfills not only a fiscal, but also a regulatory
function, allowing the state to influence the pace of economic development. However, despite the
relatively high rate equal to 20%, the receipt of profit tax, primarily in the regional budgets has
reduced in recent years.

The article considers the factors that reduce mobilizing functions of profit tax. It highlights the
individual provisions of the tax legislation that influence the effectiveness of the fiscal policy in the
sphere of profit taxation. The analysis of these provisions offers some options for improving the
existing mechanism of profit administration that makes it possible to achieve an optimal balance
between fiscal and regulatory functions of corporate tax.

Key words: profit taxation, corporate tax, tax preferences.

Profit tax plays a special role in the  onthe other hand — an important element
national economy. On the one hand, it is  in the structure of expenditures of organi-
asignificant source of budget revenues, and  zations; that is why the effectiveness of

* Povarova A.l. Neeffektivnoe administrirovanie NDS kak ugroza ekonomicheskoi bezopasnosti Rossii [Inefficient VAT
Administration as a Threat to Russia’s Economic Security]. Ekonomicheskie i sotsial’nye peremeny: fakty, tendentsii, prognoz
[Economic and Social Changes: Facts, Trends, Forecast], 2013, no.2, pp. 126-140; Povarova A.l. Problemy raspredeleniya
nalogovoi nagruzki v rossiiskoi ekonomike [The Issues of Tax Burden Distribution in Russia’s Economy]. Ibidem, 2013, no.6,
pp. 170-188.
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the administration of this tax defines the
effectiveness of fiscal measures of state
influence on economic activity.

Profit tax forms 3% of the tax revenues
of the federal budget, and this tax is crucial
for the budgets of the RF subjects because
it provides more than 30% of tax revenues
(in 2005—2008 — more than 40%).

Inthe course of tax reformsimplemented
in Russia in 2000—2009 the structure of tax
revenues of sub-federal budgets has
undergone substantial transformation.
Value added tax and mineral extraction
tax were centralized and transferred to
the federal budget. A number of regional
and local taxes (sales tax, tax for the needs
of educational institutions, tax on the
maintenance of housing fund and others)
were cancelled. As a result, territorial
budgets lost 35% of revenue sources, and
depended primarily on two payments
linked to economic growth: corporate tax
and individual income tax (7ab. 1).

In 2000—2013 the dynamics of inflow
of profit tax and its role in the formation
of tax revenues of regional budgets varied
(fig. 1), which was due to rate adjustments,

alteration of rules for determining the tax
base, and changes in macroeconomic
conditions.

The first reduction in profit tax collection
was observed in 2002 in connection with the
reduction of the maximum tax rate from 35
to 24%. In subsequent years, the receipts
of the tax grew rapidly until 2009, when
the deterioration of the financial status
of taxpayers, as well as the next decrease
of rate from 24 to 20% caused the fall of
payments by almost 700 billion rubles or by
40% in comparison with the 2008 level. The
revenues from profit tax in the post-crisis
period again showed positive dynamics;
however, in 2013, this trend was reversed:
regional budgets did not receive over 260
billion rubles, which was the main reason
for the extremely low rate of increase in
tax revenues and a sharp rise in the budget
deficit (tab. 2).

What are the reasons for such significant
reduction of the participation of profit tax
in the mobilization of revenue sources of
the territories in 2013?

An important fiscal feature of this tax
consists in the fact that the economic basis

Table 1. Structure of tax revenues of consolidated budgets of the RF subjects in 1999 and 2013

Tax revenues 1999 2013

Billion rubles % Billion rubles %
Total 497.8 100.0 5966.4 100.0
Corporate tax 139.9 28.1 1719.7 28.8
Individual income tax 97.3 19.5 2499.1 41.9
Value added tax 67.1 13.5 0 0
Excises 24.9 5.0 491.7 8.2
Sales tax 19.3 3.9 0 0
Lump-sum taxes 57 1.1 292.8 49
Property taxes 52.5 10.5 900.7 15.1
Payments for the use of natural resources 347 7.0 43.2 0.7
Other taxes, duties and levies 56.4 11.3 19.2 0.4
Sources: Federal Treasury [3]; author’s calculations.
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Figure 1. Dynamics of receipts of profit tax into the budgets of the RF subjects in 2000-2013
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Table 2. Tax revenues and the deficit of consolidated budgets of the RF subjects

Indicators 2011 2012 2013
Billion rubles In % to 2010 Billion rubles In % to 2011 Billion rubles In % to 2012
Tax revenues 5272.9 116.7 5800.2 110.0 5966.4 102.9
Profit tax 1927.9 126.9 1979.9 102.7 1719.7 86.9
Deficit 354 354 278.5 7.9 times. 642.0 2.3 times.

Source: Federal Treasury; author’s calculations.

of’its collection is the financial performance
of organizations; that is why when macro-
economic conditions deteriorate, the
revenues from profit tax immediately react
to the changing situation. In 2013, against
the background of slowdown in economic
growth, profit was also falling, which
resulted in a significant narrowing of the
tax base (fig. 2).

The volatility of profit tax collection
creates high risks of instability in budget
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systems of large industrial areas that are
highly vulnerable in connection to this
revenue source. For instance, in the
crisis year of 2009, mining regions and
regions with metallurgical specialization
experienced a collapse of profit tax
payments that was so profound that they
could not recover even in 2013. As a result,
the receipts of profit tax in the constituent
entities of the Russian Federation in 2013
were lower than in 2008 (fab. 3).

Economic and social changes: facts, trends, forecast
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Figure 2. Dynamics of net financial result and the index of physical volume of GDP in 2008-2013
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Table 3. Receipts of profit tax to the budgets of the RF subjects
2008 2009 2013
RF subject Billion . | Billion o« | IN%to Billion o« | IN%to
rubles | SMA& %7 | ples | SNA& %7 1 og0g rubles | oM %7 | 008
Tyumen Oblast 68.4 46.8 471 452 68.9 66.0 62.0 96.5
Komi Republic 12.7 35.6 9.5 28.8 74.8 12.2 25.3 96.1
Perm Krai 36.0 42.9 17.2 27.4 47.8 33.1 33.1 91.9
Nizhny Novgorod Oblast 28.4 35.8 16.9 24.5 59.5 24.2 22.4 85.2
Krasnoyarsk Krai 52.6 49.2 23.3 24.9 443 42.6 30.7 81.0
Khanty-Mansi 70.3 46.7 434 337 61.7 53.6 313 76.2
Autonomous Okrug
Belgorod Oblast 18.7 47 .4 6.0 21.3 321 13.6 27.3 72.7
Chelyabinsk Oblast 30.4 38.1 49 9.7 16.1 17.5 17.2 57.6
Lipetsk Oblast 16.6 54.4 5.1 21.9 30.7 9.2 25.9 55.4
Kemerovo Oblast 34.7 421 94 16.8 271 15.1 18.4 435
Vologda Oblast 21.8 51.2 4.8 18.9 22.0 6.0 15.3 27.3
Russian Federation 1751.9 40.0 1069.0 28.2 61.0 1719.7 28.8 98.2
*The share of profit tax in total tax revenues of the budget of the RF subject.
Sources: Federal Treasury; author’s calculations.

At the same time, the most important mechanisms of legal regulation and
factor in the significant decrease of profit  administration. Let us consider it in detail.
tax payments is connected with the existing It should be noted that the Tax Code
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Table 4. Profit tax, lost as a result of excluding certain types

of revenues from the profit in 2008-2012, billion rubles

, Total for Average for

Indicators 2008 2009 2010 2011 2012 2008-2012 90082012
Amount of revenues 1099.9 | 21519 | 14737 | 1686.0 | 2142.1 8553.5 1710.7
excluded from the profit
Profit tax lost, total 264.0 430.4 2947 337.2 428.4 1755.0 351.0
- in the federal budget 71.5 43.0 26.5 33.7 42.8 217.5 43.5
- in the budgets of the RF subjects 192.5 387.4 265.2 303.5 385.6 1537.5 307.5
Sources: Federal Tax Service; author’s calculations.

does not provide for profit tax benefits!.
The Ministry of Finance of the Russian
Federation considers that the establishment
of reduced tax rate cannot be equated with
the provision of tax benefits because the
tax rate, in contrast to the tax benefit, is
a mandatory element of taxation. Thus,
considering the benefits of profit tax for
certain categories of payers, it is possible
to speak only about the preferences that do
not have the official status of tax benefits.
Such gaps in the legislation does not
allow the tax authorities, when they are
carrying out control measures, to require
that taxpayers produce the documents
confirming the right to use preferences
(this right applies only to the cases of
the use of tax benefits), and to prevent
unauthorized use of benefits for reducing
their liabilities to the budget.

In general, the tax legislation provides
for 128 preferences that reduce the inflow

' When Chapter 25 “Tax on the profit of organizations”
of the RF Tax Code entered into force as of January 01, 2002,
a significant part of the profit tax benefits and deductions was
cancelled. However, some benefits were preserves by defining
the rules of deduction of expenses from the taxable base. The
analysis of the tax legislation alterations has shown that tax
incentives in the form of some preferences are being gradually
restored.
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of profit tax into the budget [6], which
undoubtedly hampers their administration.
Let us consider the application of the most
important of them.

Profits that are not taken into consi-
deration when determining the tax base

The Tax Code establishes more than 60
preferences by the profit list, which are not
taken into account in the formation of the
taxation base. The most common non-
taxable profits include: the sums of the
advance payment for goods (works,
services) when using the accrual method;
the amount of the loan (borrowed) funds;
the value of the property received as a
contribution to the charter capital; the
value of property received in the form
of pledge or deposit; the funds of target
financing, etc.

The average annual amount of non-
taxable profits for 2008—2012 was 1.7
trillion rubles (tab. 4).

The exclusion of certain types of
revenues from the taxable profit led to an
annual reduction in profit tax receipts in
the amount of more than 350 billion rubles,
including in the regional budgets — 307.5
billion rubles.

Economic and social changes: facts, trends, forecast
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Table 5. Dividends distributed to Russian organizations in 2009-2012, billion rubles

. Total for Average for
Indicators 2009 2010 2011 2012 20092012 20092012
Dividends, total 395.6 557.7 1124.9 1117.5 3195.7 798.9
Including dividends, the tax on which
is calculated by the rate of 0% 260.9 394.6 915.6 923.9 2495.0 623.8
- share in the total sum of dividends, % 66.0 70.8 81.4 82.7 X 78.1
Revenqes !ost on profit ta>*< because 935 355 824 83.2 994 6 56.2
of application of zero rate
* Calculated for the profit tax rate of 9%.
Sources: Federal Tax Service; author’s calculations.
Table 6. Revenues of the largest corporations from participation
in other organizations and lost profit tax in 2013, billion rubles
Indicators Gazprom Gazpromneft Rosneft Severstal NLMK Total
Profits 1104 35.3 73.3 9.0 21.0 250.0
Lost profit tax* 22.1 7.1 14.7 1.8 4.2 50.0

* According to the corporations’ statements, the revenues from participation in other organizations are excluded from the income taxable

at the rate of 20%; in this regard, the lost profit tax was calculated at the same rate.
Sources: corporations’ profit and loss statements; author’s calculations.

Establishment of reduced rates and the
zero rate of tax on the profit from paid
dividends

The tax legislation provides for the
following tax treatment of dividends from
the point of view of the established rates:

« for Russian organizations — 0—9%;

« forforeign organizations — 15%, and
on international agreements — 0—15%.

Tax systems in developed countries have
a mechanism of exemption from taxation
of the profit obtained in the form of
dividends from subsidiaries. Therefore, the
zero rate of profit tax charged on dividends
from the strategic participation? of Russian
organizations in other companies was
introduced on January 1, 2008 in order to

2 Participation is considered strategic, if it meets the
following requirements established by the Tax Code of the
Russian Federation: the shares are owned for a period over 365
calendar days, and the share in the charter capital exceeds 50%.
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develop the competitiveness of Russia’s tax
system and to create additional incentives
for attracting foreign investors. For 2009—
2012 the share of the dividends distributed
at the zero rate ranged from 66 to 83%, and
the sum of revenues lost from the use of this
rate amounted to 225 billion rubles, or 56
billion per year (fab. 5).

For example, if we look at the public
financial statements of the largest
petroleum and metallurgical corporations,
we can see that the taxable profit in
2013 alone was reduced by 250 billion
rubles, due to the exclusion of profit from
participation in other organizations?, as a
result, the budget did not receive 50 billion
rubles of profit tax (tab. 6).

3 Accordingtothe financial statements of the corporations,
all of them are strategic investors — the ownership interest of the
parent company in the charter capital of organizations, from
which the dividends have been received, is more than 50% and,
hence, profit from dividends is not subject to profit tax.
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Table 7. Structure of foreign investments in the Russian Federation in 1995-2013

1995 2005 2008 2013 20131
Indicators Billion " Billion " Billion o Billion 9% | 2008 OZ
U.S.dollars ’ U.S.dollars ’ U.S.dollars ’ U.S.dollars ’ ’

Investments, total 3.0 100 53.7 100 103.8 100 170.2 100 | 164.0
Including direct 2.0 67.7 13.1 244 27.0 26.0 26.1 153 | 966
investments
- contributions into 15 4838 104 193 15.9 15.3 9.98 59 | 628
fixed assets
- other investments 0.5 18.9 2.7 5.1 11.1 10.7 16.1 9.5 145.0
Portfolio investments 0.04 13 05 0.8 14 14 11 06 | 772
(shares, securities)
Other investments (trade 0.96 31.0 401 748 754 726 1430 841 | 1897
and other loans)
Sources: Rosstat; author’s calculations.

Meanwhile, the introduction of the
zero rate has not led to a significant growth
of foreign investments in the country’s
economy, although formally, according to
Rosstat, their dynamics showed a positive
trend. However, the consideration of the
structure of these investments changes the
picture radically (tab. 7).

As we can see, in 2013, from a total
volume of 170 billion U.S. dollars, direct
foreign investment was only 26 billion U.S.
dollars, or 15.3%. But out of this amount,
the investment in capital assets accounted
for 10 billion U.S. dollars, the remaining
16 billion U.S. dollars, classified as direct
investment, were the loans received from
the foreign co-owners of the Russian
companies.

It is necessary to point out a steady
decline in the share of investments in fixed
capital. If in 1995 it was 49% in the total
volume of foreign investments, then in
2013 it was only 6%. The absolute volume
of investments in 2008, i.e. after the
introduction of the zero rate of taxation of
dividends, has decreased by almost 40%.
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The majority of foreign investments are
presented by dynamically growing
commercial and other loans, and the areas,
in which these loans are used, are not
connected with economic modernization.
For example, according to Rosstat, in 2010
the financial sector received 33% out of
the total amount of foreign investments,
raw-materials industries received 12%,
engineering and production of electronic
equipment and vehicles received only 4%.

Thus, the introduction of the zero rate
of taxation of dividends proved ineffective
from the viewpoint of activization of
foreign investors. Investments that flow
into Russia, in fact, are not investments
as such, because most of them are to be
repaid, the fact that, among other things,
testifies to the qualitative degradation of
the structure of these investments.

The preference in the form of the zero
rate on profit tax did not influence the
reduction of dividends paid to foreign
investors by the Russian organizations. On
the contrary, in 2009—2012 these dividends
increased 2.5-fold (tab. §).

Economic and social changes: facts, trends, forecast
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Table 8. Dividends accrued to foreign organizations in 20092012, billion rubles

Indicators 2009 2010 2011 2012
Dividends accrued to foreign organizations 406.8 540.4 740.6 1035.1
Tax on the profit from the income obtained in the form of dividends from Russian organization
b?/ fgreigfl %r(;aniz(;tionse come obtained e form of dividends from Russian organizations 448 547 65.9 971
Tax on the profit from the income obtained in the form of dividends from foreign organizations
by Russian organizations 27 25 18 12
Sources: Federal Tax Service; Federal Treasury
Table 9. Structure of dividend payments to foreign organizations in 2009-2012
Total for
iotors 2009 2010 2011 2012 9009-2012

Billion % Billion % Billion % Billion % Billion %

rubles rubles rubles rubles rubles
Dividends, total 333.2 100 506.9 100 637.7 100 878.1 100 2355.9 100
Including those by the rates
0% 0.3 0.08 0.5 0.1 0.6 0.09 0.8 0.09 2.2 0.09
from 0 to 5% 256.9 771 410.9 81.1 518.3 81.3 676.2 77.0 1862.3 79.0
from 5t0 10% 341 10.2 36.1 7.1 35.9 5.6 49.5 5.6 155.6 6.6
over 10% 42.0 12.6 59.4 11.7 82.9 13.0 151.7 17.3 335.8 14.3

Sources: Federal Tax Service; author’s calculations.

And the profit tax on the dividends paid
by the Russian companies to foreign tax
residents in dozens of times exceeded the
profit tax on dividends received by the
Russian organizations from foreign ones;
this indicates a steady outflow of capital
from Russia.

Touching upon the problem of the
export of capital, we cannot but point out
that at the beginning of 2013 there were 78
double taxation treaties (DTT) concluded
by Russia and oriented toward the provision
of tax benefits to the companies registered
in offshores, which encourages their use in
order to minimize taxation. For instance,
in 2009—2012, the lion’s share of dividends
paid to foreign beneficiaries was taxed at
the rate of up to 5% (tab. 9).

The use of low tax rates is favorable for
domestic large corporations under foreign

Economic and social changes: facts, trends, forecast
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ownership with strategic share in the
capital of Russian organizations. At that,
as it was already mentioned, the dividends
received by such corporations from
subsidiaries are not subject to taxation,
and the withdrawal of these dividends in
offshores is taxed at the rate of 5%. At the
same time, Russian companies with the
share of capital of other organizations less
than 50% pay dividends at the rate of 9%.
These approaches, of course, lead to the
deviation from neutrality and fairness — the
basic principles of the tax system.

We estimate that if all the paid dividends
were subject to profit tax at the standard
rate of 20%, then total receipts of this
payment to the federal budget* could
increase by 80% and amount to 227 billion
rubles per year (tab. 10).

4 Profit tax on paid dividends goes exclusively to the
federal budget.

187



Overcoming social inequality as an impetus to socio-cultural modernization

Table 10. Estimated profit tax lost as a result of granting preferences in taxation of dividends in 2009-2012

. Total for Average for
Indicators 2009 2010 2011 2012 9009-2012 9009-2012
Profit tax actually received by the federal budget 1954 255.0 342.6 375.8 1168.8 292.2
Calculated p_roflt tax Ios_t asa re_sylt of granting 1147 166.9 997 0 3280 906.6 9967
preferences in the taxation of dividends
As a percentage of actually received tax 58.7 65.5 86.7 87.3 776 77.6
Sources: Federal Tax Service; Federal Treasury; author’s calculations.

Table 11. Profit tax lost in 2008—-2012 due to the writing-off of losses, billion rubles

. Total for Average for

Indicators 2008 2009 2010 2011 2012 9008-2012 2008?201 9
Losses that were written off 152.5 316.2 551.7 476.4 672.0 2168.8 433.8
Profit tax, total 36.5 64.2 110.3 95.3 134.4 440.7 88.1
Including
- in the federal budget 9.9 6.4 11.0 9.5 13.4 50.2 10.0
- in the budgets of RF subjects 26.6 57.8 99.3 85.8 121.0 390.5 78.1
Sources: Federal Tax Service; author’s calculations.

It seems that the optimization of
preferences in the taxation of huge divi-
dends paid mainly to large corporations,
the consideration of the issue concerning the
possibility of increase of the rates for certain
taxation schemes of dividend payments
would, to some extent, make it possible to
find additional sources for the increase of
financial assistance from the federal budget
to the regions’ for the implementation of
socio-economic development tasks set out
by the President of the Russian Federation
in the Decrees of May 7, 2012.

Accounting of losses of past years

In accordance with the Tax Code,
taxpayers who have suffered losses in the
previous taxation periods shall have the
right to reduce the tax base of the reporting

> When the total demand of the RF subjects in the
financial resources for increasing the wages of public sector
employeesin 2014—2016 is 1.5 trillion rubles, the federal budget
provides for thee subsidies to regional budgets in the amount
of only 0.4 trillion rubles.
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period by the whole amount of the loss or
by part of this amount (to transfer the loss
for the future).

The tax legislation stipulates that the
tax base may be reduced by the amount of
the resulting loss during the period of 10
years®. This to some extent creates
prerequisites for the deliberate formation
of losses and reduction of taxation.
For instance, in 2008—2012 due to the
reduction of the tax base by the amount
of the loss or part of the loss, the losses of
payments by profit tax amounted to 440.7
billion rubles, out of which in the federal
budget — 50.2 billion rubles in regional
budgets — 390.5 billion rubles (7ab. 11).

¢ TIn the Russian Federation up to 2007 there was a
limitation on the deductibility of losses of past years the limit
of 30% of the tax base defined before deduction of losses. In
some countries (France, Germany, UK) the transfer of losses
is allowed for an unlimited period. In Canada the transfer of
losses is allowed for the period of 7 years, in Italy — 5 years.
Tax legislation in Belarus does not provide for the transfer of
losses [7].

Economic and social changes: facts, trends, forecast
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In fact, this preference has no incentive
function, but is only a mechanism of the
tax compensation of losses. Significant
shortfalls in revenue due to the write-off
of losses prove that there is a necessity to
review approaches to the application of
this tax benefit.

Establishment of reduced rates of profit
tax according to the legislation of the
Russian Federation subjects

Asignificant amount of profit tax losses
is associated with the fact that the
representative authorities of the RF
subjects established reduced rates for
certain categories of taxpayers. The volume
of these preferences grew from 41.5 billion
rubles in 2008 up to 63.1 billion rubles in
2013.

For example, in 2012, only 17 regions
did not enjoy the right to reduce rates. The
most notable shortfall of payments took
place in the RF subjects whose budgets
are most dependent on profit tax (fab. 12).

Unfortunately, statistical tax reporting
does not contain information about
specific economic entities that received
privileges in the form of lower tax rates.

However, as it is seen in the conditions of
destabilization of territorial budget systems,
regional authorities, when granting profit
tax benefits, should take into account how
they will subsequently affect the security of
their own revenue sources.

Bonus depreciation

Bonus depreciation was introduced in
2006 with the aim of attracting investments
in fixed capital. Its essence consists in the
fact that a taxpayer is entitled to take into
account from 10 to 30% of expenditures on
capital investments as expenses that reduce
the tax base of profit tax.

Table 13 shows that in 2008—2012 these
costs, and accordingly, budget losses
increased annually.

In general, profit tax receipts decreased
by 110 billion rubles per year due to the
provision of bonus depreciation taken into
account when calculating profit tax. At
that, according to Rosstat, the coefficient
of fixed assets renewal increased only
slightly — from 4.4 to 4.8%, and the
growth rate of investment in fixed capital
reduced from 110 to 107%. Thus, from the
perspective of the increase in investment

Table 12. Profit tax preferences granted in accordance
with the regional legislation in the RF subjects in 2010-2012

Subject 2010 2011 2012

Billion rubles %* Billion rubles %™ Billion rubles %*
Khanty-Mansi Autonomous Okrug 12.9 24.5 22.1 289 16.2 21.7
Perm Krai 6.3 25.0 9.4 27.6 5.3 14.8
Orenburg Oblast 2.0 11.7 3.1 13.6 3.4 13.8
Kaluga Oblast 0.4 6.1 0.8 111 1.2 10.2
Leningrad Oblast 0.5 2.6 09 4.4 1.3 5.0
Tyumen Oblast 5.4 7.6 6.3 5.8 4.2 3.9
Russian Federation 50.7 3.3 63.7 3.3 63.1 3.2
* As a percentage of the total amount of profit tax received by the budget.
Sources: Federal Tax Service; Federal Treasury; author’s calculations.
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Table 13. Influence of bonus depreciation on the profit tax receipts in 2008-2012, billion rubles

Indicators 2008 | 2009 | 2010 | 2011 | 2012 | L0000 | Pveraee o
Capital investment expenditures 170.2 456.8 559.5 691.7 845.3 2723.5 544.7
Profit tax lost, total 40.8 914 111.9 138.3 169.1 551.5 110.3
Including
- in the federal budget 11.0 9.2 11.2 13.8 16.9 62.1 12.4
- in the budgets of RF subjects 29.8 82.2 100.7 124.5 152.2 489.4 97.9
Sources: Federal Tax Service; author’s calculations.
Table 14. Profit tax that has not been received by the budget system
of the Russian Federation as a result of granting tax preferences in 2008-2012
Profit tax lost, billion rubles
Tax preference RF consolidated Federal budget Budget.s of RF
budget subjects
Income deductible from profit 351.0 43.5 307.5
Dividends taxable by the zero rate or reduced rates 226.6 226.7 0
Writing off of losses of previous years 88.1 10.0 78.1
Establishment of reduced rates by the authorities of RF subjects 51.5 0 51.5
Bonus depreciation 110.3 12.4 97.9
Total 827.5 292.6 534.9
As a percentage of the volume of received profit tax 434 75.8 324

activity, the effect of depreciation remains
insignificant.

The results of this analysis allow us to
conclude that the use of multiple prefe-
rences on profit tax did not help to achieve
the goals set out in their introduction;
it only led to the increased costs for the
economy, primarily in the form of net
losses of budget revenues.

In general, only in the framework of the
preferences under consideration, the
annual revenue losses with regard to profit
tax are estimated at 827.5 billion rubles,
including federal budget’s losses — 75.8
billion rubles, regional budgets’ losses —
535 billion rubles (tab. 14).

Assessing the consequences of the
reform of profit tax, we can conclude that
the changes that were undertaken have not
produced the desired fiscal effect. For
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1995—2013, the share of profit tax in
Russia’s consolidated budget has decreased
twice — from 32 to 16% (fig. 3).

The introduction of a number of profit
tax preferences for stimulating economic
development, which in the future would
influence the growth of tax revenues, has
also failed. According to Rosstat, the basic
indicators of efficiency of the Russian
economy in 2008—2012 were declining
(tab. 15).

With the adoption of the Tax Code in
2002, the abolition of a number of benefits
for profit tax was partly compensated by
the reduction of the tax rate from 35 to
24%, and in 2009 — from 24 to 20%. In
addition, as we have seen, some of the
benefits after the reform were retained in
the form of preferences, but this did not
prevent certain categories of taxpayers

Economic and social changes: facts, trends, forecast
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Figure 3. Share of profit tax in tax revenues of Russia’s consolidated budget in 1995-2013, %
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Table 15. Indicators of efficiency of the Russian economy in 2008-2012

Indicators 2008 2009 2010 2011 2012
Index of the physical volume of GDP, % 105.2 92.2 104.5 104.3 103.4
Share of added value of high-tech and science-intensive industries in GDP, % 22.8 24.4 22.8 219 22.3
The share of investments in fixed capital in GDP, % 21.4 20.9 20.6 20.3 20.8
Index of the yield on capital investment, % 102.0 89.1 101.3 100.8 99.8
Coefficient of renewal of fixed assets of manufacturing industries 6.9 6.2 59 6.4 6.5

from lobbying for obtaining additional tax
benefits. It is about the owners of major
transnational holdings, due to the efforts of
which the zero rate of taxation of dividends
was introduced in 2008, and in 2012
consolidated groups of taxpayers (CGT)
were created that became a real disaster
for most of the regional budget systems.
The first two years, in which the
consolidated taxation scheme was in effect,
showed its low efficiency. According to the
Accounts Chamber of the Russian
Federation, one-third of the total redu-
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ction of profit tax receipts in 2013 fell
on the CGT, and sub-federal budgets
did not receive 63.8 billion rubles from
consolidated groups in general [8].

The legitimate summation of profits
and losses of the participants became the
main factor in the reduction of payments
in the framework of CGT; it allows
for deliberate inclusion of unprofitable
enterprises into the group and thus greatly
reduces taxes of profitable enterprises.

In addition, the introduction of conso-
lidated taxation scheme was not accom-

191



Overcoming social inequality as an impetus to socio-cultural modernization

panied by the creation of administrative
mechanisms that would ensure proper
control of tax authorities over the acti-
vities of CGT. Due to the fact that the
administration of consolidated taxpayers is
effected by interregional inspections, based
in Moscow, tax departments of the Federal
Tax Service in the field do not have direct
access to tax reporting and do not have
reliable information on the activities of the
participants of CGT within their territories.

Another group of issues in the field of
profit tax administration is connected with
the methodology of determining the
taxable profit. The point is that there are
different approaches to the definition of
“profit” as an economic category and
“profit” for taxation purposes; that is why
the profit as the object of tax administration
differs from the profit as a result of
industrial activity. If the latter is formed
mainly under the influence of market
factors, then the procedure for determining
the taxable profit has its own specifics that
take into account special approaches to
recognition and measurement of income
and expenses. As a result, organizations
are required to maintain, together with
the bookkeeping, a special tax accounting,
which is not quite justified, since, in our

opinion, it is the accounting that should
be the basis for the calculation of taxes.
Its advantages are: accuracy, reliability, it
contains all the financial and economic
operations, which cannot be said about
the tax accounting, the very concept of
which is based on the necessity to consider
taxpayers’ costs to the full extent. In
addition, double accounting will inevitably
lead to the increase of administration costs
and generate tax disputes, the resolution
of which also requires certain financial
expenses.

Research findings by ISEDT RAS
associates have shown that the calculation
of profit tax in accordance with the
methodology of tax accounting reduces
the amount of payments, calculated in
business accounting [1]. For example,
judging by the statements of the largest
taxpayers for 2013, the provisional profit
tax, calculated according to business
accounting standards (that is, at the rate of
20% of profit before tax), was significantly
higher than the current profit tax payable
calculated according to the rules of tax
accounting (tab. 16).

Thus, the lack of conformity between
the profit as the object of tax administration
with the economic content of the profit as

Table 16. Provisional and current profit tax calculated in the statements
of large corporations for 2013, billion rubles

Corporation Profit before tax Provisional profit tax Current profit tax Margin
Severstal 9.2 1.8 0.0005 1.8
Gazprom 854.8 171.0 118.9 52.1
Surgutneftegas 313.1 62.6 38.1 245
Rosneft 154.8 31.0 18.3 12.7
Gazpromneft 82.1 16.4 15.6 0.8
Sources: financial statements of the corporations; author’s calculaitons.
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an objective category indicates the
imperfection of the tax legislation,
complicates the mechanism of formation
of the tax base, which often entails profit
tax refunds from the budget that distort its
fiscal function, and ultimately reduces the
effectiveness of state influence on socio-
economic processes.

Judging by the results of the analysis
and summarizing the opinion of some
experts, we shall formulate several proposals
forthe adjustment of the current mechanism
of corporate tax administration.

First, it is necessary to review the
approaches to the establishment of
preferences with regard to profit taxation
and choice of the contingent of its payers,
for which these preferences would be
actually in demand. The provision of
tax benefits should be very balanced and
should take into account the excess of the
potential benefits over costs.

Second, the most important task is to
achieve the optimal consistency between
taxable profit and its economic content,
which, in our opinion, should be a priority
in the process of tax administration.

Third, in order to create a system for
monitoring and evaluating the effectiveness
of tax preferences, we consider it advisable
to supplement tax declarations with
comprehensive information about the
use of preferences with its subsequent
inclusion in the statistical reporting of the
Federal Tax Service.
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Fourth, it is necessary to reconsider
the approaches to application of tax
benefits such as the write-off of losses: in
particular, to prohibit organizations from
transferring the losses, repeatedly received
at the end of the tax period, to subsequent
periods.

Fifth, it would be reasonable to adjust
the rules for the taxation of dividends
received by strategic investors, since such
rules do not meet the principle of fairness
of the tax system. In addition, it would
be important to revise most of the double
taxation treaties concluded by Russia,
and to transfer the center of gravity of
investors’ tax incentives under the Russian
jurisdiction [9].

Sixth, it is necessary to implement
urgent measures on further developing of
the law on CGT, primarily related to the
rules of adjustment of the tax base [10]
and establishment of responsibilities for
each group member to disclose all the
information about its financial performance
to the tax authorities.

Seventh, a notable fiscal effect can be
obtained by promoting the work with
organizations that have profit tax arrears,
which, as of May 1, 2014, is 255 billion
rubles, including to the regional budgets —
205 billion rubles.

Certainly, the legislative adjustment of
the existing profit tax regulating system will
be animportant reserve forthe enhancement
of its fiscal function.
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The quality of the population is a
certainty inseparable from the life of the
population and arising from the very fact
of its existence, an integral part of
more private properties possessed by
the population and appeared in the
interaction with different phenomena in
the world [1]. The idea about the population
quality is based on the following data:
demographic and health indicators (fertility,
mortality, morbidity, life expectancy);
level of education (share of population
with secondary and higher education,
average duration of the study); skill level.
This research focuses on demographic and
health indicators, as they are key indicators
of the population quality reflecting physical,
mental and social health of the nation.

The population quality has a direct
impact on future generations, that is why
the complex of economic, social, health
and ecological measures aimed at preven-
ting adverse trends is required even today.
Success can not be achieved only due to
the efforts being taken in a health sector.
As the largest country, Russia has recently
been giving ground in the number and
quality of the population. The number
of RF resident population on January 1,
2012 was 143.1 million, of which 105.7
million people (73.9%) are citizens and
37.4 million (26%) — rural inhabitants. For
the 1990— 2011 period the population has
declined by 5.3 million people.

Despite significant increases in life
expectancy (LE) of the population in
2005—2011 (from 65.3 to 69.83 years), the
Russian Federationisin line with Azerbaijan
(68 years), Bolivia (66), Guatemala (69),
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leaving behind only the countries of Africa
and several countries in Asia. The LE
average in Russia is 11 years lower than in
developed European countries, including
men — 15 years, and women — 8 years.
There are significant regional differences.
So, LE in federal districts differs almost
by 5 years. The highest indices of life
expectancy persist in the republics of the
North Caucasus and Moscow. In these
regions LE at birth exceeded 71 years
for men and 79 — for women in 2011.
The lowest life expectancy of both men
and women is in the Tuva Republic and
Chukotka Autonomous Okrug (men — 56
years, women — 66 years).

According to the Rosstat data [10], the
2006—2012 period witnessed a slight
decrease in the population mortality,
including that from accidents, poisoning,
injuries. Taking it into account we can see
that the Russians three times more often die
from external causes than the population in
EU countries. Of all the decedent almost
30% are persons of working age (over 560
thousand people per year), 80% of them
are men.

The Russian population is not only
declining, but it is becoming less and less
healthy. Demographic data indicate a
population crisis and a worsening crisis in
public health. According to N.M. Rima-
shevskaya, serious problems are related
not only to the quantity but also the quality
of the population, to the gene pool state
as a basis for development of society and
the state. One can just consider physical,
mental and social health of people, change
in their moral standards [9].
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Therefore, the territories rating by the
indicators “Quality of the population”,
“Welfare” and “Quality of the social
sphere” is a major challenge for the
scientific community as it promotes
socio-economic and political decisions
to stabilize and improve the situation at
the regional level. The problem is difficult
due to its interdisciplinary character; its
solution requires the use of special methods
of mathematical statistics and simulation.

The rating is a set of objects or pheno-
mena, put in order by an index or ordinal
indicator that shows the importance,
significance, prevalence, popularity and
other similar qualities of that object or
phenomenon, as well as the method of
this ordering. The examples can be the
following: credit rating, banks rating,
investment rating of regions, etc. [4, 6, 7, 8].

For example, the rating Agency “RIA
Rating” has proposed a rating method,
based on a comprehensive analysis of the
socio-economic situation in RF subjects.
Analyzed indicators are conditionally
divided into four groups-subsets: a scale of
economy, efficiency of economy, a public
sector and a social sphere.

It ranks RF subjects in descending order
by the value of integral rating points. The
integral rating point for each region is
calculated in three stages. The first
stage identifies a rating point of separate
indicators, the second stage — a rating point
of the indicators group and the third — an
integral rating point of the RF subject.
The rating point of the RF subject for each
indicator is calculated in the interval from
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100 to 1 by processing multiple values of
this indicator for all RF subjects so that the
region with the best indicator value scores
100 points, and the worst — 1. However,
the rating point calculation involves not
only the rank of each RF subject by this
indicator, but also the extent of the gap
with the best result. The rating point of
the indicators group is considered as the
average of rating points of all members of
the indicators group. The integral rating of
the RF subject is calculated as a geometric
mean of rating points of the indicators
groups [6, 7].

Nowadays ratings are very popular, but
very little attention is paid to building the
rating based on demographic and health
indicators and its relation to the socio-
economic indicators [4, 6, 7, 8]. This
research uses the method of S.A. Aivazyan,
a detailed description of the algorithm and
interpretation of results is presented in the
work [1]. The Rosstat data for 2012 serve as
an information base. The article discloses
main stages of the calculation and obtained
results.

Stage 1. The preliminary analysis
singles out indicators to calculate indices
“Quality of the population”, “Welfare”
and “Quality of the social sphere”. They
are presented in fable 1 (a post test set of
separate indicators) [3, 5].

Stage 2. The second research stage
typifies measurement scales of all analyzed
variables in the following way:

1. If the initial indicator (separate
indicator) x is associated with the analyzed
integral property “Quality of the popu-
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Table 1. System of indicators to calculate integral rating estimates

Block

Indicators

Block 1 “Quality of
the population”

Life expectancy at birth (both sexes)

Number of deaths before the age of 1 per 1 thousand born alive (infant mortality)

Mortality from infectious and parasitic diseases (number of deaths per 100 thousand people)

Mortality from neoplasms (number of deaths per 100 thousand people)

Mortality from diseases of the cardiovascular system (number of deaths per 100 thousand people)

Mortality from respiratory diseases (number of deaths per 100 thousand people)

Mortality from diseases of the digestive system (number of deaths per 100 thousand people)

Mortality from accidents, traumas and poisonings (number of deaths per 100 thousand people)

Number of the disabled (per 1 thousand people)

Contingent of patients with mental disorders and behavioral disorders (per 100 thousand people)

Contingent of patients with alcoholism and alcohol psychosis (per 100 thousand people)

Contingent of drug addicts (per 100 thousand people)

Contingent of inhalants addicts (per 100 thousand people)

Contingent of patients with syphilis (per 100 thousand people)

Education level of the population (per 1 thousand population aged 15 and over, who have reported that they
have higher education, according to the 2010 All-Russia population census)

Number of educational institutions of higher professional education

Number of specialists with higher professional education

Number of students of educational institutions of higher professional education per 10 thousand people

Block 2 “Welfare”

GRP per capita (rubles)

Per capita income (rubles)

Level of the cost of living (rubles)

Ratio of per capita income and cost of living

Share of population with income below cost of living

Share of the total area of housing per 1 resident (square meters)

New housing supply per capita (square meters)

Number of cars in private use (per 1 thousand people)

Share of dilapidated housing (%)

Block 3 “Quality of
the social sphere”

Arrears of wages (million rubles)

Number of registered crimes (per 100 thousand people)

Ratio of marriages and divorces (per 1 thousand marriages)

Level of economic activity of the population (%)

Number of doctors per 10 thousand people

Number of nurses per 10 thousand people

Number of hospital beds per 10 thousand people

Termination of pregnancy (abortion) per 1 thousand women

Number of theater spectators on 1 thousand people

Number of museum visitors per 1 thousand people

lation”, “Welfare” and “Quality of the
social sphere” and with the monotonically
increasing dependence (i.e. the higher the
x is, the higher the quality is), the value of
the corresponding uniform variable X is
calculated by the formula:
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f: x_xmin

N, (1)

X - xmin

max

where X.,>Xn. are the lowest (the worst)
and the highest (the best) values of the initial
indicator.
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2. If the initial indicator (separate
indicator) x is associated with the analyzed
integral property “Quality of the popu-
lation”, “Welfare” and “Quality of the
social niches” and with the monotonically
decreasing dependence (i.e. the higher the
x is, the higher the quality is), the value
corresponding to the uniform variable | _ is
calculated by the formula:

F=—mx N ()

where x,.,X,. are the lowest (the worst)
and the highest (the best) values of the initial

indicator, N=10.

Stage 3. The method to calculate inte-
gral indicators by blocks includes several
computational procedures. At first the
method of principal components is
implemented by the values of the post test
set of separate indicators. The results are
presented in Table 2.

The 50—55% threshold is chosen and
the appropriate number of principal com-
ponents for each block of variables is
singled out for the indicator “accumulated
percent of the explained variation”. The

calculations are conducted in the module
“Factor analysis” of the statistical program
Statistica 6.0.

The formation of block individual
indicators and their weight coefficient for
synthetic categories is presented in fables
3,4, 5.

Depending on the number of principal
components, the block contains either
three or two sub-blocks of individual
indicators. The criteria partition in sub-
blocks is carried out on the basis of values
of eigenvectors. The criteria number in the
Jsub-block is p; So, for the first sub-block of
the block “Quality of the population”, for the
second — p, =4, and third — p,=5.

The weight w (j) coefficients for the s
individual indicator of the j sub-block are
defined by the components ¢, (j) of the first
eigenvectorsC, (/) = (¢, (/). ¢, (/)5 Cip, (/))of
the covariance matrix of the set of individual
indicators (X" (j),x?()),....£""(j)) by the
formula:

. (NIS e (), ifall.. e, ()

w,(j)= =y =1, p; . of one sign;

¢l (j) otherwise.

Table 2. Method of principal components for blocks
“Quality of the population”, “Welfare” and “Quality of the social niches”

Number of main ) 4@ 30 Percent of the variance explained Accumulated percent of
component (j) Eigenvalues (4", 4, 4;7) by the main component the explained variation
Block 1 “Quality of the population”

1 4.84 26.91 26.91
3.12 17.33 44.24
3 2.34 13.00 57.24
Block 2 “Welfare”
1 3.546 39.403 39.40
2 1.788 19.865 59.26
Block 3 “Quality of the social sphere”
1 3.164 31.635 31.63
1.831 18.315 49.95
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Table 3. Block individual indicators and their weight coefficients for
the block “Quality of the population”

Sub-block 1 Sub-block 2 Sub-block 3
Variables Weighs Variables Weighs Variables Weighs
Life expectancy at birth (both sexes) | 0.143 | Number of deaths 0.394 | Mortality from infectious 0.379
under 1 year per 1 and parasitic diseases
thousand born alive (number of deaths per
100 thousand people)
Mortality from respiratory 0.100 | Mortality from neoplasms 0.344 Mortality from diseases of 0.036
diseases (number of deaths (number of deaths per the cardiovascular system
per 100 thousand people) 100 thousand people) (number of deaths per
100 thousand people)
Mortality from diseases of the 0.105 | Contingent of inhalants 0.054 | Number of the disabled 0.132
digestive system (number of addicts (per 100 (per 1000)
deaths per 100 thousand people) thousand people)
Mortality from external 0.136 | Number of students of 0.209 Contingents of drug addicts 0.296
causes (number of deaths educational institutions of (per 100 thousand people)
per 100 thousand people) higher professional education
(per 10 thousand people)
Contingents of patients with mental 0.065 Contingents of patients 0.156
disorders and behavioral disorders with syphilis (per 100
(per 100 thousand people) thousand people)
Contingents of patients with 0.107
alcoholism and alcohol psychosis
(per 100 thousand people)
Education level of the population 0.107
(per 1 thousand population
aged 15 and over who have
reported that they have higher
education, according to the 2010
All-Russia population census)
Number of educational institutions 0.118
of higher professional education
Number of specialists with 0.118
higher professional education
Table 4. Block individual indicators and their weight coefficients for the block “Welfare”
Sub-block 1 Sub-block 2
Variables Weighs | Variables Weighs
GRP per capita, rubles 0.180 Cost of living (rubles) 0.068
Per capita income (rubles) 0479  |Share ofthe total area of housing per 0.389
1 resident (square meters)
Ratio of per capita income and the cost of living 0.214 Share of dilapidated housing (%) 0.542
Share of population with income 0.158
below the cost of living (%) :
New housing supply per capita (square meters) 0.161
Number of cars in private use 0.109
(per 1 thousand people ) '
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Table 5. Block individual indicators and their weight coefficients for the block “Quality of the social sphere”

Sub-block 1 Sub-block 2
Variables Weighs | Variables Weighs
Number of registered crimes per 100 thousand people 0.129 | Arrears of wages (million rubles) 0.047
Ratio of marriages anq divorces 0.140 | Number of theater spectators per 1 thousand people 0.496
(per 1 thousand marriages)
Level of economic activity of population (%) 0.046 | Number of museum visitors per 1 thousand people 0.456
Number of doctors per 10 thousand people 0.078
Number of nurses per 10 thousand people 0.190
Number of hospital beds per 10 thousand people 0.222
Termination of pregnancy (abortion)
0.195
(per 1 thousand women)

The value of the sub-block index y;(/)
for i territory of each synthetic categories
“Quality of the population”, “Welfare”
and “Quality of the social sphere” is
calculated by the formula:

Pj
y(D=2w ()5 0), 4)
s=1
where ¥'(j) is an uniform value of the
sindividual indicator of the j block for the
iterritory, and w (j) — weight coefficients defined
by the formula (3).

So, for example, for the block “Quality
of the population” j = 1 the value = 9,
Jj = 2, the value = 4 and j = 3, the value
p,= 5. Consequently, we get three sub-
blocks of indices for all RF subjects — y (1),
y(2), y(3). The similar calculations are
applied to blocks “Welfare” and “Quality
of the social sphere”.

Stage 4. The integral indicator for each
analyzed synthetic categories is calculated.
At this stage, we move from k(/)=3 (or 2)
of the sub-block indices of the given (/)
synthetic category to a single composite
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integral indicator, a scalar measure of the
synthetic category Y (I=1, 2, 3):
k(D)

=N - 2q1<j)(y[<f><j)—N>2} 6

lj(‘l) : S12 ()

a9N=m >
Zﬂ'v(l) 5,7 (v)
v=1

where

20)= %Zzlwﬁ’(j) —FOG),

i, I )
) =;ny”(1) ,
i=1

)
I

j T 3(aubo2)

z /1(1)

v=l

where #n is a number of RF subjects, j is a
number of sub-blocks of the / block, N=10
(a reference value).

Stage 5. The calculation of a single
composite integral indicator for the
synthetic category of the highest level of
commonality ¥ between three total
indices for the i/ territory is carried out by
the same method as the construction of
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block indices, particularly:

3 12
yi=N- [2 43" =N )2] : (6)
j=1

0.
4, =3 ~ ’
a0

I=1

Lk
w-31,
j=1

where

U R
57 =;Z(y,-(” -y,
i=1

The results of the calculations carried
out by formulas (5) and (6) and the ranks
for RF regions are presented in fable 6.

The data presented in table 6 reveal that
there are considerable differences in the
rankings by the indicators blocks in the
regions. By the indicator “Quality of the
population” the first places are occupied
by Moscow, the Republic of Ingushetia,
Saint Petersburg, the Republic of North
Ossetia, the Kabardino-Balkar Republic,
the Republic of Dagestan, the Tyumen
Oblast, the Karachay-Cherkess Republic,
the Republic of Tatarstan, the Belgorod
Oblast; the last — by the Pskov Oblast, the
Novgorod Oblast, the Republic of Khakassia,
the Sakhalin Oblast, the Kemerovo Oblast,
the Irkutsk oblast, the Amur oblast, Jewish
Autonomous Okrug, Chukotka Autonomous
Okrug and the Tyva Republic.

Demographic indicators are essential
for the assessment of health condition and

Table 6. Distribution of RF subjects on a single composite integral index on the basis of integral
indices of 3 blocks: “Quality of the population”, “Welfare” and “Quality of the social sphere”

2 S s s 5
23 g | £g| © - 5 £35 2

. £ £ @ B = @ 5 @ 5 a @

RF subject S s = 235 = 5 = 22 s

o . s g IS = S = S S

2E = 3= = = 33 =

S S & & &

Moscow 6.86 1 7.97 1 7.83 1 6.37 2
Saint Petersburg 5.94 2 6.66 3 6.38 3 7.23 1
Voronezh Oblast 5.30 3 5.55 18 5.01 18 3.20 33
Omsk Oblast 5.11 4 5.06 31 4.80 23 4.49 3
Novosibirsk Oblast 4.87 5 5.58 16 7.50 2 2.32 76
Moscow Oblast 4.82 6 4.97 41 5.15 13 3.44 21
Ivanovo Oblast 4.81 7 4.98 38 4.68 33 3.72 1
Nizhny Novgorod Oblast 4.79 8 417 70 412 56 3.42 22
Republic of Karelia 4.76 9 5.87 9 6.02 5 3.45 20
Republic of Tatarstan 473 10 4.74 52 4.63 35 3.37 26
Yaroslavl Oblast 4.65 11 5.05 32 4.46 42 4.32 4
Tula Oblast 4.62 12 5.81 12 5.03 17 3.15 36
Murmansk Oblast 4.57 13 4.61 58 4.74 26 3.47 19
Sverdlovsk Oblast 4.57 14 5.83 10 5.48 8 3.05 44
Belgorod Oblast 4.54 15 4.91 44 4.73 28 3.36 27
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The continuation of the table 6

Kamchatka Krai 4.53 16 5.37 24 533 9 3.15 38
Tomsk Oblast 4.52 17 5.38 23 4.05 58 3.49 18
Tyumen Oblast 4.52 18 5.91 7 6.11 4 2.54 69
Republic of Bashkortostan 4.49 19 5.79 13 5.67 7 2.51 71
Krasnodar Oblast 4.45 20 4.91 43 5.97 6 3.38 25
Rostov Oblast 4.44 21 5.57 17 4.80 24 3.17 34
Kaliningrad Oblast 443 22 5.02 35 4.70 30 3.52 15
Ryazan Oblast 443 23 517 28 443 43 3.22 31
Volgograd Oblast 443 24 5.21 27 513 14 2.75 63
Lipetsk Oblast 4.42 25 5.51 19 473 27 2.82 61
Arkhangelsk Oblast 4.40 26 5.07 30 4.28 52 3.51 16
Astrakhan Oblast 4.36 27 4.83 49 4.07 57 3.82 8
Ulyanovsk Oblast 4.36 28 5.03 33 493 20 3.03 46
Novgorod Oblast 4.33 29 5.11 29 4.38 48 3.35 29
Kostroma Oblast 4.32 30 4.99 37 5.07 16 2.99 50
Kaluga Oblast 4.31 31 4.94 42 4.63 36 3.31 30
Mari El Republic 4.31 32 4.50 62 3.32 74 3.92 7
Kursk Oblast 4.30 33 415 72 4.70 31 3.39 24
Krasnoyarsk Oblast 4.30 34 5.45 21 4.41 44 3.08 41
Chelyabinsk Oblast 4.29 35 4.72 53 4.69 32 3.81 9
Bryansk Oblast 4.28 36 4.82 50 3.94 60 3.95 5
Orel Oblast 428 37 4.68 57 4.49 4 3.04 45
Vladimir Oblast 4.26 38 4.70 56 5.11 15 3.01 49
Penza Oblast 4.26 39 4.83 48 4.25 54 2.98 53
Perm Oblast 424 40 5.42 22 3.71 66 3.58 14
Tambov Oblast 4.23 41 4.97 40 4.96 19 2.87 57
Republic of Mordovia 423 42 497 39 3.89 63 3.71 12
Chuvash Republic 418 43 4.91 45 4.16 55 3.95 6
Samara Oblast 417 44 4.88 46 4.02 59 3.11 39
Udmurt Republic 417 45 4.42 63 519 12 3.76 10
Vologda Oblast 4.16 46 4.85 47 4.37 50 2.88 55
Magadan Oblast 411 47 4.33 68 4.74 25 3.50 17
Kirov Oblast 411 48 5.03 34 4.39 45 317 35
Republic of Khakassia 4.06 49 4.08 73 3.81 64 3.07 42
Komi Republic 4.04 50 5.25 26 4.54 40 2.26 77
Primorsky Krai 4.01 51 415 71 4.38 49 3.07 43
Altai Krai 3.99 52 4.57 60 5.32 10 3.10 40
Pskov QOblast 3.99 53 4.75 51 3.57 70 2.85 58
Republic of Adygea 3.97 54 4.70 55 4.57 37 2.87 56
Khabarovsk Krai 3.96 55 4.58 59 4.38 46 2.98 52
Smolensk Oblast 3.93 56 4.71 54 4.38 47 2.62 67
Republic of Buryatia 3.93 57 4.38 67 3.70 67 2.99 51
Orenburg Oblast 3.92 58 5.76 14 2.66 78 2.66 66
Amur Oblast 3.91 59 4.21 69 4.56 38 3.20 32
Chukotka Autonomous Okrug 3.90 60 3.28 79 5.32 11 2.81 62
Kemerovo Oblast 3.90 61 4.56 61 3.58 69 3.35 28
Zabaykalsky Krai 3.88 62 5.02 36 4.90 22 2.34 74
Leningrad Oblast 3.87 63 5.49 20 3.32 75 3.15 37
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The ending of the table 6
Sakhalin Oblast 3.81 64 3.99 74 491 21 2.83 59
Republic of Kalmykia 3.80 65 3.60 77 3.90 61 2.96 54
Sakha (Yakutia) Republic 3.75 66 3.92 75 4.68 34 2.70 65
Kurgan Oblast 3.74 67 4.40 65 4.72 29 3.02 47
Tver Oblast 3.71 68 4.39 66 3.89 62 2.60 68
Altai Republic 3.63 69 6.21 4.55 39 3.39 23
Republic of North Ossetia 3.61 70 7.04 2 0.83 79 2.40 72
Saratov Oblast 3.60 71 6.02 6 2.73 77 2.54 70
Republic of Dagestan 3.58 72 5.25 25 4.27 53 3.62 13
Republic of Ingushetia 3.55 73 4.42 64 3.10 76 2.07 80
Jewish Autonomous Oblast 3.40 74 3.58 78 3.39 72 2.20 78
Tyva Republic 3.18 75 5.82 11 4.30 51 2.32 75
Stavropol Krai 3.08 76 6.08 5 3.57 71 2.73 64
Irkutsk Oblast 3.07 77 2.92 80 0.81 80 2.82 60
Kabardino-Balkar Republic 2.99 78 5.90 8 3.62 68 2.40 73
Karachay-Cherkess Republic 2.92 79 3.71 76 3.79 65 3.01 48
Chechen Republic 2.81 80 5.70 15 3.38 73 2.15 79

quality of the population in Russia. They
have very high regional specificity. The
highest LE value is observed in the North
Caucasian Federal District, and the
lowest — in the Siberian and Far Eastern
federal districts. However, the degree
of completeness of death records and
certainty in the population’s estimates
in some regions of North Caucasus are
questionable. The example a are the
following: the LE values in the republics
of Ingushetia (78.3 years), Dagestan
(74 years), Chechen (73.2 years) are
comparable with the figures in Japan,
Finland and Germany for the same year.
What is more, the structure of morbidity
and mortality is very different for areas with
younger and older populations.

By the composite index “Welfare” the
leaders are Moscow, the Moscow Oblast,
Saint-Petersburg, the Tyumen Oblast, the
Republic of Tatarstan, the Sverdlovsk
Oblast, the Krasnodar Oblast, the Belgorod
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Oblast, the Republic of Bashkortostan,
the Samara Oblast and the outsiders —
the Kabardino-Balkar Republic, Jewish
Autonomous Okrug, the Chechen Republic,
the Mari-El Republic, the Sakha (Yakutia)
Republic, the Altai Republic, the Republic
of Dagestan, the Republic of Kalmykia,
the Republic of Ingushetia and the Tyva
Repubilic.

By the index “Quality of the social
sphere” the first places are occupied by
Saint Petersburg, Moscow, the Omsk
Oblast, the Yaroslavl Oblast, the Astrakhan
Oblast, the Udmurt Republic, the Mari
El Republic, the Kostroma Oblast,
the Krasnoyarsk Oblast, the Magadan
Oblast, the last — by Krasnodar Krai, the
Republic of Ingushetia, the Karachay—
Cherkess Republic, the Leningrad Oblast,
Stavropol Krai, the Moscow Oblast,
Jewish Autonomous region, the Republic
of Adygea, the Chechen Republic and the
Altai Repubilic.
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By the single composite integral index
the first 10 places are occupied Moscow,
Saint Petersburg, the Voronezh, Omsk,
Moscow, Nizhny Novgorod, Novosibirsk
and Ivanovo oblasts, the Republic of
Tatarstan and Karelia; the last places — by
the Republic of Dagestan, the Saratov
oblast, the Altai Republic, Jewish
Autonomous Okrug, Stavropol Krai,
the Kabardino-Balkar Republic, the
Tyva Republic, the Karachay-Cherkess
Republic, the Irkutsk Oblast and the
Chechen Republic.

The identification of the correlation
between single composite integral index and
integral indices of block indicators (tab. 7).

All correlation coefficients turn out to
be significant at the level of p<0.05. The
highest correlation is observed between the
integral index and other blocks due to
conducting computational procedures.

However, if the regions of the North
Caucasian Federal District are not
considered due to the specific situation
with statistics, the correlation value
increases dramatically between all blocks
(tab. §8).

We can conclude that the quality of the
population is directly connected with the
population’s wellbeing and quality of social
sphere. The ratings indicate the priorities
of socio-economic policy at the regional
level. Maintaining and improving the
quality of the population directly depends
on the successful solution of a wide range
of tasks of socio-economic development
(ensuring stable economic growth, popu-
lation welfare, poverty reduction, intensity
of human capital development and
creation of effective social infrastructure
(health, education, social security, affor-
dable housing market, flexible labor

Table 7. Pearson correlation between a single composite integral
index and integral indices of block indicators (p<0.05)

“Quality of the population” 1.00 0.27 0.28 0.41
“Welfare” 0.27 1.00 0.37 0.67
“Quality of the social sphere” 0.28 0.37 1.00 0.70
Single composite integral index 0.41 0.67 0.70 1.00

Table 8. Pearson correlation between a single composite integral index and integral indices

of block parameters (p<0.05) (without the North Caucasian Federal District)

Qe | wem | et | Sioscoet
“Quality of the population” 1.00 0.58 0.45 0.76
“Welfare” 0.58 1.00 0.31 0.69
“Quality of the social sphere” 0.45 0.31 1.00 0.68
Single composite integral index 0.76 0.69 0.68 1.00
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market, improvement of sanitary and
epidemiological situation, etc.). The
measures to improve the demographic
situation should be comprehensive due to
the reorientation of target programs to the
solution of demographic policy problems,

The conducted research and calculation
results reveal such priority directions to
improve health state of the population and
stabilize demographic processes as socio-
economic methods, formation of healthy
lifestyle, development of the health system,

taking into account regional specifics.

el

10.

I1.

12.

13.

14.
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formation of moral and ethical values.
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Abstract. The increasing importance of scientific journals for the development of academic
science in general, for outlining the main research priorities, for establishing the integrity of
research space and continuity of scientific process sets out new issues connected with the
development and promotion of scientific titles at the national and international level.

The article generalizes the publishing experience of the journal “Economic and social changes:
facts, trends, forecast”, issued by the Institute of Socio-Economic Development of Territories of
the Russian Academy of Sciences. The author gives the characteristics of the Journal as a scientific
publication devoted to the analysis and forecast of changes in the economy and social sphere in
different countries, regions and local areas. Special attention is paid to the evaluation of the title
according to several dynamic parameters. The article outlines long-term objectives for promotion
of the Journal at the national and international level.

Key words: scientific economic journal, scientometric indicators for the development and
promotion of scientific journal, citation index, impact factor.

The journal “Economic and social Academy of Sciences since 2008. It is
changes: facts, trends, forecast” has been  particularly important that the foundation
published by the Institute of Socio-Economic  of the Journal was supported by the heads of
Development of Territories of the Russian  other economic institutes under the Russian
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Academy of Sciences that are located in the
Northwestern Federal District of the Russian
Federation. They participated directly in the
formation of the Journal’s Editorial Council
and Editorial Board. V.A. Ilyin, Doctor of
Economics, Professor, Honored Science
Worker of the Russian Federation is the
founder and Chief Editor of the Journal.

Academician A.D. Nekipelov (the then
Vice-President of the Russian Academy of
Sciences) in his address to the readers, contri-
butors, members of the Editorial Council
and Editorial Board pointed out that the
new title would have a positive impact on
the consolidation of the efforts of academic
institutions in handling the following issues:
promotion of sustained development of the
domestic economy through scientific support;
establishment of effective interaction with
government authorities and business by
uniting the efforts of central and regional
academic institutions in the substantiation
of rational ways of economic and social
development in Russian North-West!.

In the first three years the Journal was
published quarterly. Each issue was devoted to
the topic, which was set out in the annual plan
and had, in the opinion of the Editorial Council
and Editorial Board, priority importance for
the development of northern regions.

In that period the main section of the
Journal — “Development strategy” — focused
on the analysis of trends and results of market

I Privetstvie vitse-prezidenta RAN akademika
A.D. Nekipelova [Welcome Address of A.D. Nekipelov,
Academician, RAS Vice President]. Ekonomicheskie i
sotsial'nye peremeny: fakty, tendentsii, prognoz [ Economic and
Social Changes: Facts, Trends, Forecast], 2008, no.1, pp. 8-9.
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reforms in various regions of the North-West,
on the substantiation of strategic directions,
criteria for assessing the achievement of
planned milestones and stages of their
implementation?.

The issues of 2008 were devoted to the
discussion of the regions’ transition to the
innovation way of development, the increase
of productivity in certain sectors, and in the
whole regional economy. One of the key
discussion topics was the development of
the forest sector that possesses considerable
reserves for growth in the North-West of
Russia due to the presence of large areas of
forest resources and years of experience of
their use.

In 2009 the Journal published a series of
articles on the boosting of small business,
agro-industrial complex and provision of food
security, on the prospects of machine-
building and regional tourism development

2 See, for example: Gulin K.A. Kontseptsiya dolgo-
srochnogo sotsial'no-ekonomicheskogo razvitiya (“Rossiya
— 2020”): vyzovy dlya regionov [Concept for Long-Term
Socio-Economic Development (“Russia — 2020”"): Challenges
for Regions]. Ekonomicheskie i sotsial'nye peremeny: fakty,
tendentsii, prognoz [Economic and Social Changes: Facts,
Trends, Forecast], 2008, no.4, pp. 8-14; Lazhentsev V.N.
Dinamika sotsial'no-ekonomicheskogo razvitiya Respubliki
Komi [Dynamics of Socio-Economic Development of the
Republic of Komi]. Ekonomicheskie i sotsial'nye peremeny:
fakty, tendentsii, prognoz [Economic and Social Changes:
Facts, Trends, Forecast], 2008, no.1, pp. 18-35; Shishkin
A.l. Sotsial'no-ekonomicheskoe razvitie Karelii [Socio-
Economic Development of Karelia]. Ekonomicheskie i
sotsial'nye peremeny: fakty, tendentsii, prognoz [Economic
and Social Changes: Facts, Trends, Forecast], 2008, no.2,
pp. 6-13; Larichkin ED., Antonov S.A. Sovershenstvovanie
strategicheskogo planirovaniya regional'nogo razvitiya s
uchetom kachestva ekonomicheskogo rosta [Improvement
of Strategic Planning of Regional Development Taking into
Account the Quality of Economic Growth]. Ekonomicheskie
i sotsial'nye peremeny: fakty, tendentsii, prognoz [Economic
and Social Changes: Facts, Trends, Forecast], 2008, no.2, pp.
14-20.
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in the North-West of Russia. In response to
the existing situation, the Journal published
articles on the reasons of the financial crisis
that had struck Russia, and also on the
measures to overcome its consequences®.

The topics such as the improvement of
the local government system, energy
development and energy security in the
regions and their social development were
discussed in the Journal’s special issues
of 2010. Besides, the authors considered
different aspects of foreign economic activity
that acquired considerable importance in
the NWFD regions due to the specialization
in raw materials and semi-finished products
based on the extraction of iron ores and other
mining and mineral resources.

became possible to shift from the subject
planning to the problem planning. However,
at present some sections still include articles
selected by subject.

For instance, the series of articles publi-
shed in 2012 in the framework of Russia-
Belarus scientific cooperation within the
Union State reveal the stages of development
of this cooperation, development of common
research space, development of trade and
economic integration of the NWFD regions
of the Russian Federation and the Republic
of Belarus, main trends in their socio-
demographic processes associated primarily
with health care, education and enhancement

of people’s welfare*.
ISEDT RAS published a special issue of

the Journal dedicated to the economic and
social aspects of Russia-Belarus integration

As the number of the Journal’s annual
issues increased from four to six in 2011 it

3 See, for example: Togman L.G. Ekonomika regiona: ot krizisa k ustoichivomu razvitiyu [Economy of the Region: from
Crisis to Sustainable Development|. Ekonomicheskie i sotsial’nye peremeny: fakty, tendentsii, prognoz [Economic and Social
Changes: Facts, Trends, Forecast], 2009, no.3, pp. 14-24; Kostygov N.V. Vologodskaya oblast’: antikrizisnaya programma deistvii
[The Vologda Region: Anti-Crisis Action Program|. Ekonomicheskie i sotsial’nye peremeny: fakty, tendentsii, prognoz [ Economic
and Social Changes: Facts, Trends, Forecast|, 2009, no.1, pp. 14-17; Gulin K.A., Dement’eva [.N. Ekonomicheskoe polozhenie i
sotsial’noe samochuvstvie naseleniya regionov Severo-Zapada Rossii v usloviyakh krizisa [ Economic Status and Social Well-Being
of'the North-West Russia Regions’ Population amid the Economic Crisis|. Ekonomicheskie i sotsial’nye peremeny: fakty, tendentsii,
prognoz | Economic and Social Changes: Facts, Trends, Forecast]|, 2009, no.4, pp. 18-28; Sovetov P.M. Reveransy antikrizisnykh
vozdeistvii gosudarstva [Anti-Crisis Influence Reverences of the State|. Ekonomicheskie i sotsial’nye peremeny: fakty, tendentsii,
prognoz | Economic and Social Changes: Facts, Trends, Forecast], 2009, no.2, pp. 14-18; Selin V.S. Stsenarnyi prognoz razvitiya
regiona v usloviyakh ekonomicheskoi nestabil’nosti [Scenario Development Forecast of the Region under the Conditions of
Economic Instability|. EFkonomicheskie i sotsial’nye peremeny: fakty, tendentsii, prognoz [Economic and Social Changes: Facts,
Trends, Forecast], 2009, no.1, pp. 18-25; Leus S.M., Istomin A.V. Otsenka vliyaniya ekonomicheskogo krizisa na bazovye otrasli
i perspektivnye proekty v Murmanskoi oblasti [Estimation of Economic Crisis Influence on the Basic Branches and Prospec-
tive Projects in the Murmansk Region|. Ekonomicheskie i sotsial’nye peremeny: fakty, tendentsii, prognoz [ Economic and Social
Changes: Facts, Trends, Forecast], 2009, no.2, pp. 19-29; Nemkovich E.G., Kurilo A.E. Vliyanie krizisa na ekonomiku Karelii i
vozmozhnosti ego preodoleniya [ The Crisis Influence on Economy of Karelia and Opportunity of'its Overcoming]|. Ekonomicheskie
i sotsial’nye peremeny: fakty, tendentsii, prognoz [ Economic and Social Changes: Facts, Trends, Forecast], 2009, no.1, pp. 18-25.

4 See, forexample: Dedkov S.M., Egorov V.K. Rossiisko-belorusskoe nauchnoe sotrudnichestvo na pervom etape soyuznykh
otnoshenii: vosstanovlenie edinogo nauchnogo prostranstva [Scientific Collaboration between Russia and Belarus at the First Stage
of Allied Relations: the Restoration of a Single Research Area]. Ekonomicheskie i sotsial’nye peremeny: fakty, tendentsii, prognoz
[Economic and Social Changes: Facts, Trends, Forecast], 2012, no. 2, pp. 50-59; Uskova T.V., Selimenkov R.Yu., Asanovich V.Ya.
Modelirovanie vneshneekonomicheskoi deyatel’nosti regionov SZFO RF i Respubliki Belarus’ [Methodological Modeling Aspects
of Foreign-Economic Activity in the Regions of the North-West Federal District and the Republic of Belarus|. Ekonomicheskie
i sotsial’nye peremeny: fakty, tendentsii, prognoz [Economic and Social Changes: Facts, Trends, Forecast], 2012, no.2, pp. 60-70;
Shabunova A.A., Leonidova G.V., Shukhatovich V.R., Artyukhin M.I. Sotsial’no-demograficheskie aspekty razvitiya trudovogo
potentsiala [ Socio- Demographic Aspects of Labour Potential Development]. Ekonomicheskie i sotsial’nye peremeny: fakty, tendentsii,
prognoz [ Economic and Social Changes: Facts, Trends, Forecast], 2012, no.2, pp. 71-82.
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cooperation on the threshold of the 9" session
of the Russia-Belarus InterAcademy Council
on the Issues of Development of the Union
State and the International Research-to-
Practice Conference “Integration within
the Union State as the main tool for the
implementation of Russia and Belarus
security strategy” that were held in the city
of Vologda (July 3—35, 2013).

In 2012—2013, the Editorial Board
directed its main efforts to select such articles,
which revealed the reasons for slowdown in
the recovery of Russia’s economy in general
and in the context of its territories, the ways
to overcome factors hampering the country’s
transition to innovation development. A new
selection of publications was formed by the
materials on the influence of the interests
of private corporations’ owners on the
formation of regional budgets and increase
in the regions’ public debt’. During these
years the Journal published several articles
on the content and stages of socio-cultural
modernization, without which it is impossible
to enhance economic efficiency and eliminate
excessive income differentiation®.

One of the factors indicating the growth
in the Journal’s quality and scientific level is
its inclusion in the List of leading scientific
titles recommended by the Higher Attestation
Commission for publication of the main
findings of Candidate’s and Doctor’s of
Sciences dissertations.

Today we can say with confidence that
during the six years that passed since its first
issue, the journal “Economic and social
changes: facts, trends, forecast” has gained
its own niche in the field of economic
periodicals.

About 500 scientific articles were publi-
shed during this period. In recent years the
volumes of the Journal’s issues has been
constantly increasing (tab. 1).

The tendency towards the growth of the
total number of published articles indirectly
indicates the systematic increase in the scale
of research and the enhancement of research
activity.

The title has acquired a fairly large group
of contributors; besides, the geographic
distribution of authors has been steadily
increasing from year to year.

> See: Ilyin V.A. Vliyanie interesov sobstvennikov metallurgicheskikh korporatsii na natsional’noe i regional’noe razvitie

[The Influence of Ferrous Metallurgy Corporations’ Interests on the Regional Development|// Ekonomicheskie i sotsial’'nye
peremeny: fakty, tendentsii, prognoz [ Economic and Social Changes: Facts, Trends, Forecast], 2011, no.3, pp. 14-38; Povarova
ALl Vliyanie interesov sobstvennikov metallurgicheskoi korporatsii na finansovye rezul’taty golovnogo predpriyatiya (na primere
OAO “Severstal’»” [The Influence of the Metallurgical Corporation Owners’ Interests on the Financial Performances of the Parent
Enterprise (in the Case of OJSC “Severstal”)]. Ekonomicheskie i sotsial’nye peremeny: fakty, tendentsii, prognoz [ Economic
and Social Changes: Facts, Trends, Forecast], 2011, no.5, pp. 36-51; Ilyin V.A., Povarova A.l. Byudzhetnyi krizis regionov v
2013—2015 godakh — ugroza bezopasnosti Rossii [Budget Crisis of the Regions in 2013 — 2015: a Threat to Russia’s Security].
Ekonomicheskie i sotsial’nye peremeny: fakty, tendentsii, prognoz [Economic and Social Changes: Facts, Trends, Forecast],
2012, no.6, pp. 30-41.

¢ See: Sztompka P. Modernizatsiya kak sotsial’noe stanovlenie (10 tezisov po modernizatsii) [Modernization as Social Be-
coming: Ten Theses on Modernization|. Ekonomicheskie i sotsial’nye peremeny: fakty, tendentsii, prognoz [ Economic and Social
Changes: Facts, Trends, Forecast], 2013, no.6, pp. 119-126; Lastochkina M.A., Shabunova A.A. Vozmozhnosti i ogranicheniya
modernizatsionnogo razvitiya regionov Severo-Zapadnogo federal’ nogo okruga [Opportunities for and Constraints in the Modern-
ization Development of the Regions of the Northwestern Federal District]. Ekonomicheskie i sotsial’nye peremeny: fakty, tendentsii,
prognoz | Economic and Social Changes: Facts, Trends, Forecast], 2013, no.5, pp. 39-52.
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Table 1. Dynamics of the number of scientific articles published in the journal
“Economic and social changes: facts, trends, forecast” in 2008-2014

Year 2008 2009 2010 2011 2012 2013 2014
Total number
of scientific 4 48 56 95 106 99 36
articles per year
Number of articles
as calculated 10.25 12.0 14.0 15.8 17.7 16.5 18.0
per issue

* Taking into consideration the articles from issues 1 and 2 (2014).

The Journals’ Editorial Board isimpleme-
nting several measures to attract foreign
contributors. The Journal’s founder considers
that a modern scientific title should be not just
a platform for scientific discussions among
domestic scientists, but also a platform that
combines the achievements of researchers
from different countries. Without meeting
this condition, the task of advancing Russian
scientific titles to the world, will remain
unsolved.

In the past period the Journal published
works of scientists from China, Poland,
France, Finland, Azerbaijan, Belarus,
Kazakhstan and Ukraine. At that, the share of
foreign articles in the last three years was more
than 10% of the total number of publications
in the Journal (fab. 2).

It should be noted that a significant share
in the total number of foreign publications in

the Journal belongs to the scientists from
Belarus (56.5%) and China (28.2) (fig. 1)
that can be considered the result of close
cooperation between ISEDT RAS, the
National Academy of Sciences of Belarus
and Jiangxi Academy of Social Sciences
(China). In addition, the fact that scientific
cooperation with colleagues from abroad has
been brought to a higher level is supported by
joint publications of ISEDT RAS scientists
and foreign authors, in particular, the
contributors from Belarus.

Asthe datain table 3shows, the geographic
distribution of Russian contributors to Journal
is constantly expanding.

Thus, the authors from eight Federal
Districts, two federal cities and more than 20
regions of the Russian Federation published
their articles in the Journal on average for the
period under review. Moreover, the highest

Table 2. Dynamics of the number of foreign articles* published in the journal
“Economic and social changes: facts, trends, forecast” in 2008-2014

Indicator 2008 2009 2010 2011 2012 2013 2014~
Number of 2 1 8 5 14 12 4
foreign articles
Share of foreign
articles in the 49 21 142 56 132 12.1 1.4
total number of
publications, %

* Including joint publications by Russian and foreign authors.
** Data for the first half-year of 2014.
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Figure 1. Share of foreign articles in the total number of publications
in the journal “Economic and social changes: facts, trends, forecast” in 20082014

France, 2.2%
Lithuania; 2.2%
Azerbaijan; 2.2%

Ukraine; 2.2%

Kazakhstan; 2.2%

China; 28.2%

Finland; 2.2%
Poland; 2.2%

Belarus; 56.5%

/

Table 3. Dynamics of the number of Russian Federation subjects
and Federal Districts*, from which the authors have published articles in the journal
“Economic and social changes: facts, trends, forecast” in 2008-2014

Indicator 2008 2009 2010 2011 2012 2013 2014
Number of RF 7 8 8 10 15 15 11
subjects
N_um_ber of Federal 3 3 5 6 7 6 7
Districts

* Including the city of federal significance.
** Data for the first half-year of 2014.

proportion of publications belongs to the
authors from the Northwestern Federal
District (fig. 2). As for the Russian Federation
subjects, among them we can point out
Moscow, Saint Petersburg; Krasnoyarsk,
Perm, Stavropol and Khabarovsk Krais;
Khanty-Mansi Autonomous Okrug; the
Republics of Komi, Karelia, Bashkortostan,
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Mordovia and Udmurtia; the Vologda,
Arkhangelsk, Murmansk, Pskov, Kaliningrad,
Yaroslavl, Kostroma, Ulyanovsk, Sverdlovsk,
Novosibirsk, Kemerovo, Volgograd and
Rostov oblasts.

Judging by the figures for 2008 and 2013,
i.e. the initial and final publication periods of
the Journal, the representation of the Federal

Economic and social changes: facts, trends, forecast
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Figure 2. The share of articles of Russian authors ranked by Federal Districts
in the total amount of Russian publications in the journal
“Economic and social changes: facts, trends, forecast” in 2008-2014

Far-Eastern;
0.2%

North-Caucasian;
0.2%

Southern; 0.6%

Central; 0.7%

Siberian; 0.9%

Ural; 2.8%

Volga; 3.7%

Districts in the Journal has increased twice
(from 3 to 6 respectively) and the subjects of
the Russian Federation — more than twice
(from 7 to 15).

The expanding geographic distribution
of contributors indicates that the journal
“Economic and social changes: facts, trends,
forecast” is gaining an increasing recognition
in the Russian scientific community and
among the readers of scientific literature.

The Editorial Council plays an important
role in the formation and development of the
Journal. The Council currently comprises 23
authoritative Russian and foreign scientists.
Among them there are Academicians and
Corresponding Members of the Russian
Academy of Sciences, Doctors of Sciences,
heads of RAS institutes, Academicians of the

Economic and social changes: facts, trends, forecast
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Moscow; 9.4%

Saint Petersburg; 3.9%

Northwestern; 78.1%

NAS of Belarus and prominent researchers
from France, Finland and China. Every year
the members of the Editorial Council take
part in the expert assessment of the title, in
which they analyze the quality of published
materials and make proposals regarding the
Journal’s development. It should be stressed
that the involvement of the Editorial Council
into the handling of tasks on the Journal’s
development is productive, because it makes it
possible to sum up various expert opinions and
choose the optimal route for the promotion
of the title, using modern organizational and
information technology.

What exactly has been done in this
direction, and what measures are being
implemented now? First of all, note that the
information about the articles published in
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Figure 3. Dynamics of the total number of citations
of the journal “Economic and social changes: facts, trends, forecast” in RSCI
(as of July 15, 2014)
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Figure 4. Dynamics of self-citation coefficient
of the journal “Economic and social changes: facts, trends, forecast” in RSCI
(as of July 15, 2014)
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the Journal regularly goes to the database of
the All-Russian Institute for Scientific and
Technical Information under the Russian
Academy of Sciences (VINITI RAS), which
is the largest information center engaged in
the issues of Exact, Natural and Technical
Sciences.

The journal is indexed in the Russian
Science Citation Index (RSCI) — the national
information-analytical system, which accu-
mulates publications of Russian authors, as
well as citations of these publications, received
from more than 4000 Russian journals.

Today the RSCI data make it possible to
evaluate a title on a number of scientometric
indicators. Although, currently, the global
citation indices’ are considered to be the
target parameters for assessing the quality
and productivity of scientific activity of
individual scientists, scientific journals and
organizations, the use of their indicators does
not give an objective picture for evaluating
the activity of Russian scientists, because
domestic publications are poorly represented
in the international databases [9].

Earlier, the Journal wrote about the
general approaches to scientometric analysis
of activity of scientific institutions and
provided the estimated characteristics of
publication activity of ISEDT RAS and its
titles on the basis of the statistical data of the
Russian Science Citation Index®. Here we
should emphasize again that in our opinion,
a journal’s impact factor and citation metrics

are the most important indicators in the
assessment of the publication activity of the
scientific journal on the basis of bibliometric
indicators. We must bear in mind the fact that
the total number of publications can only
serve as a primary criterion for evaluation
of research and publication activity of an
institution. This indicator does not provide
information on the quality of scientific
products and its relevance. Therefore, it
is advisable to use citation indicators for a
more objective assessment of the quality of a
scientific title [11,12,14,15].

The total number of citations of the
journal “Economic and social changes: facts,
trends, forecast” in RSCI is increasing. The
growth rate in 2012, compared with the
previous year, amounted to 338% (fig. 3).
This indicator shows indirectly that there is
a certain improvement in the quality of the
materials published in the Journal and the
increase of demand for them.

However, the analysis has shown that
along with the increase in the number of
citations in 2012, the ratio of Journal’s self-
citations also increased ° (fig. 4).

On the one hand, the growth of self-
citation coefficient can be explained by a
sharp increase in the total number of citations
ofthe Journal in 2012, and on the other hand,
by the insufficient use of the expanding base
of scientific information by the authors.

A marked increase in the RSCI impact
factor in 2012 was a significant positive

7 The international databases Web of Science (Thomson Reuters, USA) and Scopus (Elsevier, Netherlands) are recognized

as the leading global citation indices.

8 See: Tret’yakova O.V., Kabakova E.A. Vozmozhnosti i perspektivy ispol’zovaniya indeksov tsitirovaniya v otsenke rezul’tatov
deyatel’nosti nauchnogo uchrezhdeniya [ Opportunities for and Prospects of Using Citation Indices in Evaluating the Performance
of Research Institution]. Ekonomicheskie i sotsial’nye peremeny: fakty, tendentsii, prognoz [ Economic and Social Changes: Facts,

Trends, Forecast], 2013, no.6 (30), pp. 189-200.

?Self-citation coefficient is the share of references of a jornal to itself in all citations.
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Table 4. Impact factor of the journal “Economic and social changes:
facts, trends, forecast” in RSCI (as of July 15, 2014)

Year Growth rate
in 2012 in
Indicator comparison
2008 2009 2010 2011 2012 with 2011,
%
2-year RSCI impact factor 0.184 0.248 0.231 0.732 317
2-year RSCI impact factor 0.061 0.198 0.194 0.486 251
without self-citation
5-year RSCI impact factor 0.257 0.217 0.560 258
5-year RSCI impact factor 0.228 0.210 0.436 208
without self-citation

Table 5. Dynamics of the integral indicator and positions of the journal
“Economic and social changes: facts, trends, forecast” in Science Index rating
on the subject “Economics. Economic Sciences” in 2010-2012 (as of July 15, 2014)

Indicator Year

2010 2011 2012
Value of the integral Science Index 698 1397 4983
Place in the Science Index rating on the subject
“ ) e » 111 111 65

Economics. Economic Sciences

Tota}l nugwber of qurnals in thg ratling on ’t’he 991 047 269
subject “Economics. Economic Sciences

achievement of the Journal. Note that the
traditional method is the calculation of the
two-year impact factor of the title [6; 13].
Here we present the value of the five-year
impact factor (including self-citation and
without self-citation) for a more objective
assessment of the Journal’s impact factor of
the journal (tab. 4).

The data presented in the table allow us
to conclude that, in general, the Journal’s
RSCI impact factor increased more than
twice in 2012 compared with 2011.

There have been substantial improvements
in the integral indicator of the Journal in the
Science Index system, used to build the rating
of Russian scientific journals in RSCI
(tab. 5). The integral Science Index related
to articles published over the last five years
is calculated on the basis of the number of
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citations received during the year for which
the indicator is calculated!’.

The publication of the Journal and its
indexation in RSCl started only in 2008, that
iswhy it certainly lags behind the journals, the
citation of which began earlier, i.e. their
citation period covers the full five-year period.

Nevertheless, the Journal’s position in the
Science Indexratingonthe subject “Economics.
Economic Sciences” (first quartile) is quite
significant. And this position can be evaluated
more accurately when considering the results
of citation in 2013 in general for the period,
fully presented in RSCI.

The Journal’s registration with inter-
national citation databases Scopus and Web

1" The methodology for calculating the integral index of
a scientific journal in the SCIENCE INDEX rating. Available
at: http://elibrary.ru/help_title rating.asp

Economic and social changes: facts, trends, forecast
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of Science should become an important step
in its promotion. In this regard the Editorial
Board is consistently implementing appro-
priate measures. The English version of the
Journal has been published since 2009. The
Journalisindexed in international information
systems Ulrich’s Periodicals Directory, Index
Copernicus, Google Scholar, and placed in
the international databases EBSCOhost and
ProQuest.

All issues of the Journal are submitted for
evaluation to Web of Science. Targeted
measures are being implemented for the
preparation of the Journal to submit an
application for its inclusion in Scopus. It is
necessary to point out that, beginning from
2014, the Journal is published in a format that
conforms to the requirements of international
databases.

An important component of the Journal
policy is to ensure open access to its full-text
versions. As of June 1, 2014, the journal
“Economic and social changes: facts, trends,
forecast” meets the criteria of openness of the
publication. Full-text electronic versions of
articles and all other published materials are
available free at the Journal’s official website on
the Internet (http://esc.vscc.ac.ru). By the end
of 2014 it is planned to register the title with the
Directory of Open Access Journals (DOAJ).

A regular monitoring of various aspects
of activities related to the publication of the
Journal allows us to implement its promotion
consistently. Although the funds that could be
involved in this process are limited, the entire
range of marketing activities is implemented
based on the needs and interests of target
groups that make up the main readers of the
title. This approach makes it possible to use
available resources rationally and efficiently
in order to meet marketing objectives.

Economic and social changes: facts, trends, forecast
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The data in table 6 show that the main
audience of the Journal is represented by five
target groups, including researchers, university
professors, graduate students and university
students, representatives of authorities and
administration, representatives of various
spheres of socio-economic activities, and
public activists.

The interests and needs of the first two
target groups (researchers, university profes-
sors and graduate students), are similar in the
sense that they are not only readers, but also
authors of articles that can be published in the
Journal. In this regard, marketing activities
aimed at meeting the needs of these target
groups include, first of all, address distribution
of information materials about the Journal,
guidelines for authors, mailing of free copies
of issues to contributors, placement of full-
text electronic versions of articles and all other
published materials with free access on the
Journal’s official website and in Russian and
foreign databases and also the presentation
of the Journal in the framework of scientific
seminars, conferences, exhibitions of scientific
products.

In order to expand the audience, repre-
sented by authorities and administration and
employees of various spheres of socio-economic
activities, the following activities are imple-
mented: the targeted free distribution of the
Journal and digests to inform readers about
new issues, regular publication of the results
of the public opinion monitoring concerning
the assessment of various aspects of public
administration efficiency, as well as materials
based on the results of expert opinions.

The Journal informs the public with the
activity of academic institutions and research
results in various fields of Social Sciences. For
this purpose, ISEDT RAS new releases are
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Table 6. Characteristics of the target audience of the journal
“Economic and social changes: facts, trends, forecast”

Target audience of | Needs and interests of the target . - .
Ne n/n the Journal group Marketing activities for promotion of the Journal
1. Research Associ- | Findings of relevant theoretical 1. Involvement as contributors to the Journal.
ates and applied research in various 2. Address distribution of information materials about the Journal and
fields of Social Sciences (Econom- | guidelines for authors.
ics and Management, Sociology, 3. Mailing of f ies of i to contribut
Social Demography and others). . Maili go‘ ree copies 0 |ssu.es o contributors. o ‘
Publication of their research 4. Presentation of the Journal in the framework of scientific seminars
findings. and conferences.
5. Placement of full-text electronic versions of articles and all other
published materials with free access on the official website of the Journal,
in Russian and foreign databases.
2. University profes- | The use of materials of scientific | 1. Involvement as contributors to the Journal.
sors, graduate | publications for teaching. 2. Address distribution of information materials about the Journal and
students and uni- | Publication of their research guidelines for authors.
versity students findings. 3. Mailing of free copies of issues to contributors.
4. Presentation of the Journal in the framework of exhibitions of scientific
titles by ISEDT RAS in higher education institutions.
5. Placement of full-text electronic versions of articles and all other
published materials with free access on the Journal’s official website
and in Russian and foreign databases.
3. Representatives The application of research 1. Publication of the results of expert opinions.
of authorities and | results, presented in the scientific | pypiication of the results of the public opinion monitoring concerning
administration journal, for making management | ne agsessment of various aspects of public administration efficiency.
decisions, for the use in long- 3. Free add distribution of the Journal
term regional programs, projects, |°- "'e® address distribution ot the Journal.
development concepts.
4. Employees of The use of research findings in 1. Address mailing of information digests on new issues.
different spheres | their practical activities. 2. Publication of the results of the public opinion monitoring concerning
oftgo.?o-economlc the assessment of various aspects of public administration efficiency.
activity
5. Public Learning about the activities of 1. Publication of popular science notes on the Journal’s materials.
academic institutions and latest |2 announcement of new issues of the Journal on the website of the
research findings through the Institute and in the media.
scientific journal. 3. Free distribution of the Journal in the largest libraries.
4. Placement of full-text electronic versions of articles and all other
published materials with free access on the Journal’s official website
and in Russian and foreign databases.

systematically announced on the website,
and popular science notes on the Journal’s
materials are published in the media. In
addition, the Journal is distributed free of
charge in the largest libraries of the country,
and its full-text electronic versions are
available on its official website, and in Russian
and foreign databases.

Summing up, it should be noted that in
the six years of issuing the Journal “Economic
and social changes: facts, trends, forecast” a
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number of important tasks were implemented.
It publishes the findings of fundamental and
applied academic research in Economics; the
Journal has become a platform for discussing
various issues devoted to analysis and forecast
of changes in the economy and social sphere
in different countries and regions, and in
local areas.

Today we can say that the Journal has
acquired its contributors and readership,
which is expanding every year. The demand
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forthe Journal in Russian scientific community
is confirmed indirectly by the data of the
analysis of its scientometric indicators in the
national citation index RSCI.

However, the Editorial Board of the
Journal will have to solve many tasks of its
development and promotion. First of all, it is
necessary to implement consistent measures
aimed at improving the quality of publications,
attract new authors, including leading foreign
scientists, expand the publication of joint
research findings with colleagues from abroad.
The most important task for the near future is

to promote the Journal to a higher level by all
the qualitative parameters. For this purpose it
is necessary not just to enter global databases,
but also to raise the quality of publications up
to the world standards.

In conclusion, we note that the modern
academic publications are in need of state
support, without which it will be difficult to
facilitate their entry in the leading citation
systems. And without promoting economic
journals even to a global average level, it is
impossible to integrate into the international
scientific space.
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Abstract. The key basic trends of modern society development are associated with the transfer of some
government functions to big business. Thus, scientific and public circles argue about social partnership
between government, business and employees and offer different variants of the corporate social responsibility
concept.

The article presents the experience to assess social responsibility of business on the example of the
largest chemical enterprises located in the Vologda and Novgorod oblasts. The evaluation results have
revealed a number of problems hindering the formation of socially responsible behavior of enterprises,
particularly the lack of standardized reporting on corporate social responsibility; provision of formal
corporate social responsibility report; business’ non-system participation in social and economic
development of territories. According to the authors, the development of a special model to regulate
participants’ mutual relations can increase social responsibility of Russian business. Unified interests and
resources of business and government promote the development of an agreed strategy in the field of regional
social-economic development.

Key words: regional development, social responsibility of business, chemical industry, business structures.

Corporate social responsibility (CSR)
is one of the modern forms of government-
business interaction encouraging effective
solution of social and economic problems
of territories’ development. However, the
Russian business environment is only

Economic and social changes: facts, trends, forecast

3(33) 2014

developing the estimate of this category and
scientific works pay insufficient attention
to the study of specific mechanisms,
promoting the role of business entities
in solution of social tasks. Meanwhile,
foreign science has been studying the issues
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to form socially responsible business (SRB)
for a long time. The strategic approach to
the study of this issue (K. Davis (1960),
R.Ackerman (1973), R. Freeman (1984),
E. Epstein (1987), T. Donaldson and
L. Preston (1995), P. Steuer, M. Porter
and M. Kramer (2005), O. Falk and
S. Hiblich (2007)) involves the expansion
of the boundaries of social responsibility
beyond the decisions of short-term
domestic industrial and social problems. It
presupposes the activities aimed at solving
social, environmental and internal and
external economic issues.

Many Russian authors (L.I. Abalkin,
A.A. Andreev, Yu.E. Blagov, S.E. Litov-
chenko, N.A. Krichevskii, M.I. Liborakina,
A.N. Garkavenko and others) believe that
social responsibility increases the resistance
not only of an economic entity but of an
economic system as a whole due to steady
budget replenishment, improvement of
ecological situation and preservation of
natural resources and increase in the level
and life quality of the population.

The corporate social responsibility issue
is becoming increasingly important
nowadays in Russia as enterprises are the
basis for the formation of economic
relations and social processes in modern
society. However, there are no documents
regulating social responsibility of business
in most regions of Russia, though the
largest enterprises conduct business there
and use their resources, its economic
and employment potential. Therefore,
the current practice to evaluate the role
of enterprises in social and economic
development of the territory, as a rule, is
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measured by its share in gross regional
product, revenues in the regional budget
and the share of job places in their total
number in the region.

This traditional approach is used as a basis
to assess the role of two North-West largest
chemical enterprises JSC “PhosAgro” (the
Vologda Oblast) and JSC “Acron” (the
Novgorod Oblast). The data are provided
in Table I. The main activity of JSC
“PhosAgro” is production and sale of
phosphate-nitrogen-potash fertilizers,
fluorides and other chemical products. As
of January 1, 2012, the average number
of staff amounted to 6224 people, and the
total production of phosphate-nitrogen
fertilizers — 11141.3 thousand tons. The
contribution of JSC “PhosAgro” in the
regional budget system is very significant,
especially in 2008 when the enterprise’s
tax payments amounted to 11% of all tax
revenues.

However, the company’s financial
standing worsened due to the crisis and in
2009 its contribution to the regional
economy reduced significantly. Asof 2012,
the holding’s share in total tax revenues
amounted to only 4.5%; it formed only
3.4% of GDP, which is below the level of
2008 by 5.8 percentage points. However,
the share of employees in total employment
of the region increased from 0.68 to 1.03%.

JSC “Acron” is also one of the world’s
largest producers of mineral fertilizers. The
high degree of vertical integration
(development of potash and phosphate
deposits, three large production facilities,
its own transport infrastructure and
international sales network) promotes

Economic and social changes: facts, trends, forecast
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Table 1. Indicators characterizing the contribution of JSC “Acron” and JSC “PhosAgro”
in the socio-economic development of the territory

Change
Indicator Enterprise 2007 2008 2009 2010 2011 2012 2007-
2012
Share of gross added value of Acron 9.8 16.8 7.4 7.8 19 | 123 2.59
enterprises in GRP of the territory, %
PhosAgro 3.0 9.2 2.1 4.0 5.8 3.4 0.4
Tax payments in the local budget,
in % 10 total tax revenues of Acron 23.3 24.6 12.3 13.3 25.9 14.8 -8.5
the budget of the territory
PhosAgro 5.0 11.0 3.0 5.0 5.6 45 -12.6
Ratio of employees’ average wages Acron 269 | 208 | 194 | 167 | 167 | 161 1.08
and region’s average wages, times
PhosAgro 1.45 1.38 1.55 1.44 1.42 1.51 0.06
Share of employees in total Acron 1.1 1.1 1.2 1.2 1.2 1.3 0.18
employment in the region, % PhosAgro | 068 | 072 | 070 | 072 | 073 | 103 | 035
Sources: data of the Federal State Statistics Service, annual reports of JSC “PhosAgro”, JSC “Acron”.
Table 2. Share of tax payments in the consolidated budgets of the RF
subjects received from chemical production in 2007-2012, %
. Change
Subject 2007 2008 2009 2010. 2011 2012 20072012
Vologda Oblast 5.0 12.9 5.5 7.5 9.4 13.1 8.1
Novgorod Oblast 19.2 32.8 17.9 15.7 20.3 10.5 -8.7

Sources: data of the Federal State Statistics Service; Official website of the Treasury of Russia. Available at: http://www.roskazna.ru

dynamic development of the enterprise.
In 2012 the number of its employees
amounted to 4029 people. The mineral
fertilizers production increased by 9 % to
the 2011 level, reaching 2557 thousand
tons. However, as in “PhosAgro”, the
enterprise’s revenues have recently fallen,
involving the reduction of tax payments to
regional and local budgets (fab. 2).

It is obvious that the basis for socially
responsible behavior of business is
successful and dynamic development of
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industrial-economic activities of a certain
enterprise, which stimulate the social
sphere in terms of job places, commodity
mass, tax replenishment of budgets of all
levels and additional social programs. This,
it ultimately provides high and sustainable
growth rates of the economy as a whole
and its individual administrative-territorial
formations.

However, do traditional approaches
give a more balanced assessment of social
responsibility of business? Some researchers
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measure its level on the basis of enterprises’
social reporting, which makes it impossible
to use the method in the regions where
enterprises are not legally bound to provide
such reporting. Others evaluate the level of
social responsibility of business by means
of questionnaire surveys of enterprises that
estimate only the level of social investment.
Some other authors apply this indicator
considering social and labor relations
only at the level of certain enterprises; it
requires the access to corporate reports
that is difficult in the current market
conditions [1, 17, 18 and others]. The lack
of the unified methodology is caused by
significant complexity to obtain accurate
information while analyzing the reports on
real volumes and resources for financing
certain activities.

In our opinion, the methodology,
developed at the Kemerovo State University,
increases the reliability of assessment of the
business structures’ contribution to the
territorial development. It is based on the
identification of the coefficient of socially
responsible enterprise’s impact on the
regional development by multiplication
of the indices of its activities’ impact by
the economic growth, improvement of the
ecological situation, the level and quality
of life of the population [11].

We calculate the growth rates in order
to ensure comparability and proportionality
of heterogeneous indicators for each
component. The generalized indicators
are calculated through the synthesis of
individual articles based on the geometric
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mean value, which gives the opportunity to
hold constant not the sum but the product
of individual indices. Thus, the analysis
results are not distorted.

In our opinion, as these indicators
characterize changes in the total amounts
of the enterprise’s activity, it is reasonable
to calculate the integral coefficient of the
impact of enterprise’s socially responsible
activities on the regional development by
means of the geometric mean value:

Krdi - \/ Kegi ) Kigi ' Kesi >

where Kr 4i 1s a coefficient of enterprise’s
socially responsible activities on the regional
development;

is Kegi an index of the impact of enterprise’s
activities on the economic growth of the region
(it is calculated by multiplying the index,
indicating the increase in gross added value,
and the index, disclosing the increase in tax
payments to regional and local budgets, in the
reported period compared to the base period);

is Kigi an index of the impact of enterprise’s
activities on the level and quality of life of the
population in the region (it is calculated by
multiplying the index, indicating the growth
of workers’ average wages at the enterprise and
the index, revealing the increase in the number
of employees at the enterprise, in the reported
period compared to the base period);

is Kesi an index of the impact of enterprise’s
activities on the ecological situation in the
region (it is calculated by multiplying the index,
indicating the reduction in harmful substances
emissions into water sources and the index,
revealing the reduction in harmful substances
emissions into the atmosphere).

Economic and social changes: facts, trends, forecast
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The economic effect for the region (the
index of the impact of enterprise’s activities
on economic growth) is expressed in the
increase in total gross regional product.
The social effect (the index of the impact
of enterprise’s activities on the level
and quality of life of the population in
the region) is to ensure conditions for
preserving social stability and a decent level
and quality of life of the population in the
region. The ecological effect (the index
of the impact of enterprise’s activities on
the ecological situation in the region) is to
reduce the negative impact of enterprise’s
activities on the ecological situation in the
region.

The coefficient of the impact of
enterprise’s socially responsible activities
on the regional development shows that
scale of enterprise’s activities has changed
in certain areas during the study period.
Hence, if the volume of production,
amount of taxes in the region budget,
paid by the enterprise and the level of
employment in the enterprise are great,
the emissions and pollutants into the
atmosphere and water are insignificant,
than the index value is the highest. It
indicates the growth of the company’s
contribution to regional development in
the period under analysis.

To calculate the maximum value of the
coefficient of the impact of enterprise’s
socially responsible activities on the
regional development, it is advisable to use

Economic and social changes: facts, trends, forecast

3(33) 2014

tools of strategic management, particularly
the concept of a “win-win strategy”, when
the state, business and employees benefit
(“nonzero game”) [16]. Therefore, we are
talking about the strategy of compromise
cooperation, which is characterized by a
balance of interests of authorities, business
structures and employees.

The approbation of the offered method
is carried out on the example of the above
mentioned enterprises of the chemical
branch, joint stock companies “PhosAgro”
and “Acron”.

The first holding had the highest value
of the integral index (1.78) of social
responsibility in 2010 (7ab. 3) due to the
significant increase (by more than 5
percentage points) in the index of the
impact of enterprise’s activities on the
economic growth of the region. Moreover,
the high level of this index in this period was
also caused by the growth of gross added
value (in 2.3 times) and tax payments to
regional and local budgets (in 2.2 times).

However, the values of the integral
index of enterprise’s social responsibility,
the share of gross added value in the GRP
and budget revenues have recently declined
significantly. In 2012, gross added value
and tax payments decreased by 40.2 and
13.2%, respectively. In 2012 in comparison
with 2008 the integral indicator of
social responsibility of JSC “PhosAgro”
decreased by 22% and was 1.21.

The similar picture was observed in JSC
“Acron” (for comparison: in 2011 the given
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Table 3. Calculation of the coefficient of the impact of activity of JSC “PhosAgro” on regional development

Indicator 2008 2009 2010 2011 2012 Change
2008-2012

1. Index of the (mpact of enterpnsg s activities 3100 0.027 5.089 9 995 0.517 258
on the economic growth of the region Kegi
Index of the gross added value growth 3.74 0.16 2.33 1.77 0.60 -3.14
!ndexlof the increase in tax payments 0.83 016 218 195 0.87 0.04
in regional and local budgets
2. Index of the impact of enterprise’s
activities on the level and quality of life 1.224 1.119 1.034 1.094 1.687 0.46
of the population in the region Kigi
Index of the average wages growth 1.19 1.15 1.04 1.08 1.19 0.00
Index of the increase in the average 103 0.97 1.00 101 149 0.39
number of employees
3 .Index of the impact of enterprise’s activities
on the environment situation in the region K 0994 1184 1.080 1.510 2025 1.031
Ind_ex _of th(_e reduction in harmful substances 0.90 107 113 136 199 102
emissions in the atmosphere
Index of the reduction in harmful
substances emissions in water
Cogf;fm/ent of ‘the impact of enterprise’s 110 111 0.95 111 1.05 -0.05
activityon regional development K .

Sources: data of annual reports of JSC “PhosAgro”; author’s calculations.

Table 4. Calculation of the coefficient of the impact of activity of JSC “Acron” on regional development

) Change
Indicator 2008 2009 2010 2011 2012
2008-2012
1. Index of the {mpact of enterpr/sz? s activities 5544 0.239 1059 4.082 0.715 483
on the economic growth of the region chi
Index of the gross added value growth 2.28 0.43 1.20 1.77 1.07 -1.21
!ndex_of the increase in tax payments 943 0.55 0.88 930 0.67 176
in regional and local budgets
2. Index of the impact of enterprise’s
activities on the level and quality of life 0.950 1.042 1.006 1.140 1.215 0.27
of the population in the region Kigi
Index of the average wages growth 0.96 1.01 0.97 1.11 1.10 0.14
Index of the increase in the average 0.99 103 103 102 110 041
number of employees
3 .lnde){ of the /mpact qf eqterpnse s activities on 1345 0.734 1016 0.898 0.941 0,404
the environment situation in the region K_
Indgx pf thg reduction in harmful substances 129 0.80 102 0.95 0.96 0.6
emissions in the atmosphere
Index of the red.uc.tlon in harmful 110 0.92 0.99 0.94 0.98 012
substances emissions in water
Cogff'/aent of .the impact of enterprise’s 192 0.57 103 161 0.94 098
activityon regional development K .

Sources: data of annual reports of JSC “Acron”; author’ s calculations.

228 3(33) 2014  Economic and social changes: facts, trends, forecast



YOUNG RESEARCHERS

E.D. Razgulina

figure was 1.61 against 0.94 in 2012). The
unstable situation in the world fertilizers
market and the production cost growth
has led to reduction in net profit of the
enterprise. As a consequence, the level of
its social responsibility has fallen by 51%
for five years (tab. 4).

Thus, summary indices, integrating the
variety of separate estimates, compre-
hensively characterize the degree of
enterprises’ economic, social and enviro-
nmental impact on regional development.
In the economic and social sphere it is very
significant; it is primarily expressed in the
share of the regional budget revenues and
the population’s incomes and creation
of new jobs. At the same time, the social
reports of the analyzed enterprises do
not have quantitative information on
employees who received treatment at
the expense of the enterprise and on
the amount of costs on health resort
treatment. However, enterprises indicate
that they invest in creating conditions for
workers’ health resumption, organization
of their treatment and implementation
of preventive measures and so on. It
is also impossible to trace the annual
dynamics of investments to develop
infrastructure of the city and surrounding
areas, objects of culture and sports, to
support public associations and carry out
cultural and sport festivals. The analysis of
the enterprises’ non-production sphere has
identified a lack of effective cooperation
with local and regional authorities.

Economic and social changes: facts, trends, forecast
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The main problem in the development
of corporate social responsibility in Russia
is related to the lack of the legislative basis
in this field and, consequently, the lack of
unified forms of social reporting. It is not
possible to identify the retrospective and
system dynamics of social investments in
the development of both its own personnel
and the local community.

So, the enterprises’ implementation of
social obligations is important as their staff
has a key influence on the enterprises’
efficiency. The provision of growing
investments in the activities aimed at
reducing injuries and occupational
illnesses is required under the enterprise’s
functioning strategies, meeting inter-
national standards in the field of labor
protection and industrial safety.

One of the crucial factors of sustainable
development is also efficient use of energy
and ecological compatibility of production.
It is a strategic priority for industrial
enterprises due to limited resources. It is
necessary to withstand the conformity to
world ecological standards (ISO 14000
“International standard on environmental
management”, ISO 26000:2010 “Guidance
on social responsibility”, etc.). Good
results in this sphere encourage investment
in energy efficiency and reduction in
emissions into the environment, reduction
in penalties, etc.

Hence, the assessment of social respon-
sibility of business is critical as enterprises
can not only inform the stakeholders on
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their social development and contribution
to socio-economic development of the
territory, but also identify weak points
and prepare preemptive measures of
their elimination. They attract additional
investment required to create new job places,
strengthen local infrastructure, promote
poverty reduction and spread of advanced
technologies, encourage interregional
cooperation and economic growth.

That is why it is necessary to develop a
number of strategic directions. Their
implementation will increase the role of
Russian business in regional development.
In particular, the state should monitor that
all the market subjects fulfill social, tax and
other fiscal obligations and support the
development of civil society institutions.
Business should meet statutory obligations
and expand the existing range of key
stakeholders [2, p. 80].

The social programs, aimed at regional
development, can become more effective,
firstly, due to their focus on the important
social result and compliance with the
enterprise’s business interests of or the
so-called “business-effect”. Secondly, their
efficiency is raised due to the development
and implementation of social programs as
a result of joint work of enterprises, public
authorities and regional government on
the basis of social partnership principles,
but not as a one-time campaign “socially
responsible business”. The third aspect is
the use of an innovative approach to support
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new social technologies and modern
management mechanisms, primarily the
competitive distribution of funds, equity
financing, monitoring and evaluation of
social and economic results of enterprises’
activity [6, p. 127].

The analysis result is a diagram of
interaction of socially responsible business
participants in the region based on the
compromise cooperation strategy (figure).
The goals of sustainable development of
the territory, successful modernization
of the economy and social sphere involve
the establishment of effective mechanisms
of interaction between society, business
and the state, aimed at coordinating
efforts of all parties when developing and
implementing social and economic policy.

To increase the role of Russian business
in regional development it is necessary to:

~ take into consideration social
activities, which give an opportunity to
efficiently solve socio-economic problems
and to provide sustainable competitive
advantages;

=~ actively integrate socially responsible
business in the system of corporate
governance, develop organizational
support of social activities by setting
up specialized committees, introduce
principles of regular work on social
reporting;

~ interact with “internal” and “exter-
nal” stakeholders on a permanent basis and
consider these mutually beneficial relation-
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Scheme of interaction between the participants of socially responsible business in the region

i —

ENTERPRISES | | AUTHORITIES

ECONOMIC AGENTS OF SOCIAL RESPONSIBILITY OF BUSINESS

A 4 v

Obtainment of surveillance means over the social situation in the region
Increase in the region’s attractiveness in the labor market

Attracting working population to stay in the region

Encouragement of the authorities’ activity by the superior authorities,
etc.

Improvement of the enterprise’s image

Increase in the demand for manufactured products
Increase in the attractiveness in the labor market
Increase in the investment attractiveness, etc.

Sustainable socio-economic
development of the region

Stable profit, growth of
capitalization

Management system of social responsibility of business

—

Motivation system of social responsibility of business

J—¢

Forms of business involvement in solving problems of social-
economic development of territories

Establishment of an information platform for social initiatives

Elimination of administrative barriers

Budget support of investment projects

Provision of tax benefits when business structures participate in the
regional development actively

Lease of property and land at reduced rates

Positive assessment of the activity that forms the enterprise’s image
Informing about progress, media coverage, etc.

l—(

Micro-environment of the enterprise

Maintenance / management (outsourcing) contracts
Government provision of equipment or land rent
Concession

Agreement on production sharing

Joint financing of innovative projects

Joint ventures

Public-private partnership

Social partnership

—

Territorial aspect

Y
Social investment

Macro environment of the enterprise

Business’ impact on the population employment

Growth of the enterprises' shares value
Improvement of financial efficiency

Risks reduction

Reduction of operating expenses

Sales increase

Personnel development, enhancement of
labor productivity

Market expansion

Encouragement of business-community
interaction

Creation of favorable and stable business
environment

Strengthening of reputation and growth of
trust on the part of stakeholders
Enterprise’s awarding of badges of honor
and ratings

Tax incentives, etc.

level

Business participation in the development of
social and engineering infrastructure of the
territory

Environmental responsibility of business,
programs protecting natural environment of the
territories

Business participation in formation of the healthy
way of life of the local population

Support of socially unprotected layers of the
population

Y

INCREASE IN BUSINESS SOCIAL RESPONSIBILITY |

v

| IMPROVEMENT IN THE QUALITY OF LIFE OF THE POPULATION IN THE REGION |
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ships as a critical resource for enterprises’
sustainable development [7];

=~ support the process of progressive
experience exchange and spread of best
practices in the field of socially responsible
business.

At the same time, regional authorities
are required to:

— conduct an open dialogue with
business on the joint decision of critical
problems of regional development, paying
particular attention to mechanisms of
mutually beneficial public-private and
social partnerships;

— develop a legislative basis and
practice of material and moral encourage
of business to participate in the solution of
social problems by means of corporate
social investment;

— increase socially responsible
business’ opportunities in the fight against
corruption and enhance the overall
efficiency of the state;

— facilitate the development of civil
society institutions, participants of the
dialogue with business, also by means of
competitive funding;

— promote the spread of sustainable
development ideas through the education
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system, activities of state and non-profit
organizations and mass media.

Thus, the formation of socially respo-
nsible behavior in the business environment
is possible only with the state support and
its active participation in the solution
of social problems. The first step is a
detailed study of the regulatory base and
legislative regulation of this process, as
well as development and approval of
unified forms of social reporting. However,
the mechanism of socially responsible
entrepreneurship can not be considered
as the main (and the only) way to mitigate
social contradictions and ensure social
security and sustainable development. This
is just one element in the system, where
the state’s coherent social and economic
policy plays a leading role.

So, social responsibility should be
viewed as one of the mechanisms of
enterprises’ functioning. It increases not
only the stability of the economic entity,
but also of the regional economic system
as a whole. The growth of regional
development sustainability is due to stable
budget revenues, improved environment,
preserved natural resources and increased
level and quality of life of the population.

Economic and social changes: facts, trends, forecast
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Abstract. The issue of gender inequality in the labor market affects all world countries to some extent.
As salary is the basis of population’s sources of income in Russia, unequal pay to men and women for equal
work can trigger gender discrimination in the labor market and beyond.

The article focuses on the gender analysis of the Russian labor market. It focuses on conjunctural
conditions of the labor market in a gender aspect, socio-economic characteristics of men and women as
subjects of the labor market and the institutional features of the Russian labor market.

The study reveals that, despite lower wages, women, judging by their socio-economic characteristics,
possess competitive advantages over men, having higher level of education and better state of health. In
addition to horizontal segregation, traditional partition of industries to “male” and “female”, the main
causes of gender wage gaps are discriminatory social attitudes and social role of women. The issue to
address gender discrimination in the modern Russian society becomes more critical due to contradiction
between normative-legal acts, stipulating the gender equality in all spheres of life, and discriminatory
social attitudes.

The article gives a brief overview of research and practice publications on the problem of gender
disparities in labor remuneration and methods to address them in the developed world. The state statistical
monitoring of labor productivity in terms of gender is considered as a tool for in-depth study of
discrimination.

Key words: labor market, gender, wages, inequality, discrimination.

The issue of gender inequality in the inequality in the sphere of social and
labor market affects all world countriesto  labor relations and, in particular, in the
some extent. It is relevant, because the field of labor remuneration, is the basis
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for economic and social inequality, since
salary is one of the population’s main
sources of income. For instance, in Russia
in 2012 it was 41.5% of the total income
of the population [7, p. 170]. Gender
inequality can create an economic base
for the development of informal institute
of gender discrimination, which causes
adverse socio-economic consequences.
Though rights equality and freedoms of
men and women are formally declared,
theirimplementation in practice can be very
difficult. It results in unreasonably worse
labor conditions for women, reduction in
their productivity and economic losses for
the whole territory.

The significant number of research and
practical work is devoted to the problem in
national and foreign literature (R. Kape-
Iyushnikov, V. Gimpel’son, G. Becker,
T. Petersen, V. Snartland, E. Milgrom and
others).

The present study analyzes the Russian
labor market in the gender aspect, namely:
conjunctural conditions of the labor
market — economic activity, employment
and unemployment, vertical and horizontal
segregation; socio-economic parameters
affecting employment — education and
health state; institutional conditions —
legal regulation and social attitudes. The
research includes only economically active
population, only those men and women
that are part of the Russian labor market.

The indicator of the degree of women’s
participation in the labor market is the
ratio of economically active men and
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women (fig. 1). This indicator is used by
the experts of the World Economic Forum
(WEF) to assess the overall access of
women to the labor market.

The given data reveal that the proportion
of women in the gender structure of the
Russian labor market has not undergone
significant changes, increased by only 1.1%
over a twenty-year period. Thus, men and
women take almost equal part in this sphere.
According to the “Global Competitiveness
Report”, published annually by the WEE,
the gender structure of the labor market is
Russia’s competitive advantage, ranking
41 by this indicator (among 148 countries)
[19, p. 27]. The proportion of economically
active women in the labor market in the
period of 1992—2012 is almost equal to
their proportion in the number of employed
population. Therefore, the Russian labor
market provides both gender groups with
opportunities for economic activity.

This conclusion is confirmed by
unemployment indicators in the gender
aspect. Today the level of unemployment
among women is a bit lower than among
men, although the early 1990s experienced
no gender differences. Probably, such data
are caused by the inaccuracy of statistical
measurements, as unemployment an
institute was only arising in Russia in that
period. However, in 1996 the gap between
female and male unemployment was
0.7 p.p. [8, p. 160]. One reason for less
unemployment among women is that they
often agree on lower wages due to their
gender role (tab. 1).
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Figure 1. Ratio of men and women in the structure of the economically active population, %
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Sources: Trud i zanyatost’ v Rossii 2001: stat. sh. [The 2001 Labor and Employment in Russia: Statistics Digest]. Rosstat. Moscow,
2001, p. 34; Trud i zanyatost’ v Rossii 2005: stat. sb. [The 2005 Labor and Employment in Russia: Statistics Digest]. Rosstat. Moscow,
2005, p.31; Trud i zanyatost' v Rossii 2013: stat. sb. [The 2013 Labor and Employment in Russia: Statistics Digest]. Rosstat. Moscow,

2013, p. 41; author’s calculations.

Table 1. Unemployment rates of men and women in the Russian Federation

Gender group 1992 2000 2012
Overall unemployment rate, %
Men 5.2 10.2 5.8
Women 52 9.4 5.1
Total 52 9.8 55
Gap between the levels of male and female unemployment, p.p. 0.0 0.8 0.7
Registered unemployment rate
Total number of the unemployed registered with the employment service, thousand people 61.9 1037 1064.7
Number of women registered with the employment service, thousand people 431 714.8 593
Share of women in the total number registered with the employment service, % 69.6 68.9 55.7
Average duration of job search, months
Men 3.9 8.6 7.4
Women 49 9.7 7.7
Total 4.4 9.1 7.5
Difference in the duration of job search by men and women, months. -1 -1.1 -0.3

Digest]. Rosstat. Moscow, 2013, pp. 119, 165, 196; author’s calculations.

Sources: Trud i zanyatost' v Rossii 2001: stat. sb. [The 2001 Labor and Employment in Russia: Statistics Digest]. Rosstat. Moscow, 2001,
pp. 160-200, 224-225; Trud i zanyatost' v Rossii 2005: stat. sh. [The 2005 Labor and Employment in Russia: Statistics Digest]. Rosstat.
Moscow, 2005, pp. 111, 151, 180-181; Trud i zanyatost' v Rossii 2013: stat. sb. [The 2013 Labor and Employment in Russia: Statistics
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The Russian labor market model stipu-
lates stable employment at low wages [3].
That is, unemployment and wages are not
in direct dependence from each other.
At the same time the situation can be
different in the gender aspect: attracted by,
established in the labor market, employers
can give preference to women as women'’s
wages are lower.

The unemployment structure comprises
youth unemployment — the share of the
15—29 year old population in the total
number of the unemployed. According
to our estimates, the level of youth
unemployment among women and men
is almost the same, respectively 43.4
and 42.9% in 2012 [13, p. 119]. Such a
high percentage is caused by economic
disadvantages of hiring young people
with no work experience. Young women
unemployment is complicated by the
fact that often the entrepreneur is not
economically interested to take social
responsibility for their reproductive
function, as it concerns provision them
with benefits for pregnancy and childbirth,
maternity pay and retention of position
[2, p. 32]. Such approach influences
employment of young women, especially
without children, who are in the risk group.

The women position in the labor market
is reflected by the level of the registered
unemployment: if in the beginning of the
transformation period women comprised
about 70% of the unemployed registered
with the employment service, in 2012 its
share fell to 55.7 %. On the one hand,
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it can indicate stabilization of female
employment. On the other hand, it can
reveal a higher level of women’s confidence
to public institutions, which correlates with
the data of empirical studies [4, p. 113].
Moreover, women, remained unemployed,
resort to employment services more
actively.

As for incomplete unemployment, it
does not reveal significant gender
inequality: in 2012 women sought work 9
dayslonger, while in 1992 the gap amounted
to one month. Duration of job search
reflects the degree of social mobility. Men
traditionally have a bit higher degree than
women. The situation in the labor market
is generally favorable for women due to
relatively low wages for their work. With
other conditions being equal, women have
to either make more efforts to get a well-
paid job or to agree to a low-paid one. In
addition, they often prefer guaranteed
work, albeit with lower wages, since the
search for well-paid work is connected
with additional costs, which may not be
compatible with their social and biological
functions.

Obviously, the labor force quality is
largely determined by the educational
component, the value of which increases
due to the requirements of innovative
economy [6, p. 62]. To compare the labor
force quality of men and women, we have
used such factors as the share of men
and women with higher and secondary
professional education in the economic
population structure of Russia (fab. 2).
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Table 2. Share of men and women with higher and secondary professional

education in the economic population structure of Russia

Gender group | 1992 | 2000 2012
Economically active population with higher education
Thousand People
Men 5717 6921 10046
Women 6140 7812 12370
Total 11857 14733 22416
In %
Men 48 47 45
Women 52 53 55
Total 100 100 100
Economically active population with secondary professional education
Thousand People
Men 10284 9195 8158
Women 13234 10886 11390
Total 23518 20081 19548
In %

Men 44 46 42
Women 56 54 58
Total 100 100 100
Sources: Trud i zanyatost' v Rossii 2001: stat. sb. [The 2001 Labor and Employment in Russia: Statistics Digest]. Rosstat. Moscow, 2001,
p. 37; Trud i zanyatost' v Rossii 2005: stat. sb. [The 2005 Labor and Employment in Russia: Statistics Digest]. Rosstat. Moscow, 2005, p.
35; Trud i zanyatost' v Rossii 2013: stat. sb. [The 2013 Labor and Employment in Russia: Statistics Digest]. Rosstat. Moscow, 2013, p. 45;
author’s calculations.

According to professional education,
the structure of female and male labor
force varies: the share of women with
higher and secondary professional
education is traditionally higher than that
of men and tends to moderate growth. In
the 1992—2012 period the share of women
with higher and secondary professional
education have increased by three and two
percentage points, respectively, amounting
to 55% and 58%.

However, despite a higher level of
education women lag behind men by level
of wages. It is connected with the traditional
concentration of women in low-paid
sectors of the national economy. Women
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work in spheres that usually require higher
or secondary professional education,
continuous retraining and improvement
of professional skills, such as health,
education, social services sphere, which,
traditionally maintained by women.
According to G.S. Becker, investments in
human capital that comprise the cost of
professional education have a high degree
of risk and do not always pay off [15]. This
statement is true for the Russian labor
market. High level of education does not
guarantee having a well-paid job, but it
provides more opportunities to find a job
with better working conditions. Thus, for
women, obtaining professional education
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is often not an investment in future high
wages, but a competitive advantage when
seeking employment.

According to the WEF “Global Compe-
titiveness Report”, Russia ranks 83 among
133 states by the ratio of wages of men and
women. Russian women’s salaries amount
to 63% of men’s. This ratio is observed in
Slovenia, the Dominican Republic, Cyprus,
Senegal and Costa Rica [17, p. 50]. It
corresponds to the calculated by Rosstat
differentiation in average accrued wages,
which for women amounted to 64.1 % of
men’ssalariesin 2011 [13, p. 460]. And for
ten years this gap, reaching 63.2% in 2000,
has not decreased [8, p. 357].

However, this method to estimate
differentiation is not quite correct. The
average monthly salary (including that in
the sectoral aspect) does not seem to
reflect inequalities in remuneration. In
accordance with the International Labor
Organization Convention (ILO) no. 100,
equal pay to men and women for equal
work means establishing wage rates without
gender discrimination [5] (with time-based

pay system; when there is a piece rate wage
system, the same measurement units of
output produced).

The estimate of average monthly salary
does not reveal the nature of work
performed, as it reflects the situation in
aggregate labor market. For maximum
approximation of the wages evaluation to
the category of “work of equal value” male
and female workers were grouped by major
activities. At the same time, this grouping
excludes a factor of vertical segregation
(distribution within the official hierarchy).

To eliminate differences in wages
caused by the unequal length of time
worked (in 2012 the length of a working
week for men amounted to 39.4 hours,
for women — 36.8 hours [13, p. 110]),
we considered an hour as a minimum
accounting unit of time.

In 2011, the average hourly wage of
women was at the level of 58-85% of men’s
salaries who have the same qualification

categories (fab. 3).
Women get lower wages in all spheres,
with the only exception being the sphere

Table 3. Average hourly wages of men and women in the Russian Federation
by major activities in 2011*in rubles, in current prices

Employees categories by major activities Men’s wages Women’s wages Ratio of Womfan’s

wages to men’s, %
Heads of enterprises and their structural subdivisions 224.2 154.9 70
Specialists of the highest level qualification 143.7 111.7 77
Specialists of the middle level qualification 133.1 77.7 58
Qualified worker 109.2 76.3 71
Unqualified workers 51.8 453 85

*Official statistical data for later years are not available.

pp. 468-469; author's calculations.

Sources: Trud i zanyatost' v Rossii 2013: stat. sb. [The 2013 Labor and Employment in Russia: Statistics Digest]. Rosstat. Moscow, 2013,
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of natural sciences and healthcare, where
women’s hourly wages amount to 97.9
rubles and men’s hourly wages — 92.7
rubles [13, p. 468]. The study indicates
a general trend: the higher the wage is,
the higher the gender differences are.
On average, one work hour for women
amounts to 72% of the fee per hour for
men of the relevant qualification. So, the
difference in hourly wages is a bit less than
that in average monthly wages in aggregate
labor market.

To identify objective economic condi-
tions of such differentiation we estimate
the parameters of the labor market and
compare socio-economic characteristics
of men and women that determine the
specifics of their work.

Primarily traditional sectoral concen-
tration of women in the national economy
structure, i.e. horizontal segregation, leads
to gender differences in remuneration. To
assess this concentration, we range Russian
economy sectors by the share of women
workers and average monthly wage (tab. 4).

As noted above, the highest concen-
tration of women is in the economy,
characterized by the lowest wages, such as
education, health care, social services and
trade. There is an exception, the financial
sector, having the highest level of wages and
relatively high concentration of women.
However, this sphere does not a significant
impact on aggregate labor market due to the
small share of the employees, engaged in the
national economy (only 2%) [13, p. 84].

Table 4. Gender structure of the national economy sectors and remuneration
in the Russian Federation in 2012, in rubles, in basic prices

Concentration of women ) Wages . o
Economy sector (exclusive of gender differentiation)
In % Range In rubles In % of average Range
Education 81.5 1 18995 71 13
Health care and social services 79.9 2 20641 78 12
Hotels and restaurants 77.0 3 16631 62 14
Other community, social and personal services 69.5 4 20985 79 11
Financial activity 67.4 5 58999 222 1
Wholesale and retail trade 61.6 6 21634 81 10
Operations with real estate, lease
ar?d provision of services 415 / 30926 116 5
Public administration and military security 413 8 35701 134 3
Manufacturing 39.9 9 24512 92 9
Agriculture 36.8 10 14129 53 15
Production and distribution of
electricity, gas and water 28.4 1 29437 1 6
Transport and communications 27.0 12 31444 118 4
Mining 201 13 50401 189 2
Construction 14.8 14 25951 97 8
Fisheries 11.8 15 29201 110 7
Total 49.0 26629 100
Sources: Trud i zanyatost' v Rossii 2013: stat. sb. [The 2013 Labor and Employment in Russia: Statistics Digest]. Rosstat. Moscow, 2013,
p. 87, 436; author’s calculations
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The important factor of people’s suc-
cessful labor activity is the state of their
health that determines productivity and
labor intensity. To assess the health state
of adult population, the World Health
Organization (WHO) uses the death
rate indicator, calculated as the death
probability of people aged 15—60 per 1000
people in the respective age group. This age
period is close to the working age period
that allows you to estimate the health labor
resources (tab. 5). According to the WHO,
in 2011 in Russia the death rate among
adult men amounted to 351% and among
adult women — to 131%.

It indicates that the health state of the
Russians is much worse than that of people
in developed European countries. Mortality
of adult men in Russia is close to that
in Kenya (346%) and Eritrea (347%);
mortality of adult women — to Libya (134%)

and North Korea (131%). As in most
countries women in Russia have a better
state of health. Demographic situation in
Russia is characterized by a significant gap
in the health state of men and women: if the
death rate of adult men with corresponds
to similar indicators of Sub-Saharan Africa
countries, the mortality of adult women in
Russia is closer to the countries of Asia,
North Africa and the Commonwealth of
Independent States. The health state of
adult population affects economic activity
of different age groups. In 2012 there was
the most significant gender disparity in the
population group of people aged 15—39:
the share of economically active men in the
labor market exceeded the share of women
by 6.2% and amounted to 53.1% (fig. 2).
In older age groups this ratio stabilized —
51% of the labor market participants aged
40—59 were women.

Table 5. Mortality of adult population (aged 15-60 years) in the world

Territory \ 1990 ] 2011 | Trend
Men’s mortality
Norway 128 77 51V
UK 129 91 -38V
Germany 157 96 61V
Kenya 395 346 -49v
Eritrea 528 347 -181V
Russia 318 351 33A
Djibouti 375 352 -23V
Women’s mortality

Norway 65 49 -16'¥
Germany 77 51 -6V
UK 78 57 21V
Russia 117 131 14 A
DPRK 91 131 40 A
Libya 164 134 30V
Kyrgyzstan 156 135 21V
Sources: World Health Statistics 2013: Statistics Digest. Geneva: World Health Organization, 2013, pp. 53-57; author’s calculations.
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Figure 2. Economic activity of men and women in Russia in 2012
(in % of total population of the relevant age group)
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Sources: Trud i zanyatost’ v Rossii 2013: stat. sh. [The 2013 Labor and Employment in Russia: Statistics Digest]. Rosstat. Moscow,

2013, p. 41; author’s calculations.

In the population group of people aged
60—72 the share of economically active
men exceeded the share of women by 2%,
however, this age group comprises only
4.5% of the aggregate labor market.

It should also be noted that the Russian
Federation is one of those states, where
adult mortality has increased for 1990—
2011.

One of the factors that have a negative
impact on the health status of the population
is working conditions. In this respect
women are in a more advantageous
position than men. In Russiain 2012 18.2%
of the total number of men employed
in the economy worked in harmful and
dangerous working conditions, 4.6% — of
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the total number of women; harmful and
dangerous working conditions amounted
to 11.2% of the total number of jobs [13,
pp. 87, 353-355]. Working conditions of
men and women are also different due to
gender distribution by types of economic
activity: most workplaces with harmful
and dangerous working conditions are
concentrated in traditionally “male”
economy sectors: mining, construction,
manufacturing, distribution of gas and
water, transport and communications.
Having considered the basic parameters
of the labor market and socio-economic
characteristics of men and women, we see
that nowadays there are no objective
characteristics of the female labor force,
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contributing to segregation in the labor
remuneration, as women and men are
almost equally presented in the labor
market, female unemployment is lower
than men’s. Women’s competitive
disadvantages are longer job search
and youth unemployment. At the same
time, women have certain competitive
advantages, surpassing men by the level
of education and health. Moreover,
these benefits are gradually growing:
adapting to the requirements of the labor
market, seeking to work in more favorable
conditions (women are, as a rule, more
concerned about their health state than
men), women try to get professional
education. Often they are unable to use
their advantages. Differentiation in labor
remuneration of men and women is not
being caused by economic, but social and
institutional conditions. Women’s social
role is caring for children, their upbringing,
housekeeping often at the expense of
employment and career.
Asforinstitutional reasons, E.V. Bazueva
indicates the significant conflict between
formal and informal institutions: if the
system of formal rules (national and
international legislation) guarantee equal
rights for men and women in all life spheres,
the system of informal rules (customs,
traditions, social attitudes) presupposes a
secondary position of women [1, p. 56]. In
her opinion, in the future Russia expects
strengthening of these institutional factors
due to the rapprochement of the state
and the Orthodox Church, preaching
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traditional attitudes towards social roles
given to each gender [1, p. 55].

The social roles of women are viewed as
natural and not discriminatory. No problem
arises in case if their performance is
voluntary and conscious (a woman gives
more time and effort to household chores
deliberately). However, if these social roles
and attitudes are contradictory toa woman’s
personal choice, imposed by the society and
create conditions for gender segregation,
they become discriminatory and can have
adverse socio-economic consequences.
The situation can aggravate if the
discriminatory conditions in the sphere
of informal institutions are in conflict with
formal institutions. So, it is problematic to
overcome this, onlyissuing laws that contain
direct prohibition on discrimination or
different forms of “positive actions”. In
our opinion, to achieve equality in the
remuneration, women have to make great
efforts, increasing gender gap in education
and health until women’s socio-economic
roles become more required than informal
institutional barriers in the Russian labor
market.

More convincing evidences of wage
discrimination (unequal pay for equal
work) on the gender basis are provided with
the analysis of the productivity of men and
women. However, the Russian statistics
service does not estimate labor productivity
in the gender aspect. Monitoring of
productivity of men and women can
become an effective tool to measure gender
inequality in the Russian labor market.

Economic and social changes: facts, trends, forecast
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Today we have only foreign authors’
scientific and empirical researches on
the issue of the gender analysis of labor
productivity. According to T. Petersen,
V.Snartland and E. Milgrom and others, in
developed countries the gap in productivity
of men and women of working professions
is small and amounts to 3% in Norway,
2% — in the United States and 1% in
Sweden [18].

One of the effective ways to overcome
gender discrimination is the employers’
transition to the practice of “effective
employment contract”, stipulating the

use of piecework remuneration forms
[18]. The reason for it is that to identify
price differences according to sex is much
more complicated than according to an
hour of time worked, since the finished
product is already not a labor force
manifested in hours but an impersonal
result of its use. But it should be noted
that application of the effective contract
system would be premature till the Russian
population survey’ studying the level of
labor productivity is carried out and female
productivity is evaluated in sectoral and
qualification aspects.
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Abstract. The heterogeneity of economic development and specifics of the spatial position of regions
implies that the regional markets in the country are characterized by varying degrees and trends of price
dynamics. The multidirectional and disproportionate changes in the prices in the regional markets, in turn,
show that integration in the national market is poor. The work presents the results of research into the
spatial behavior of prices in the Russian Federation in 2003—2012, carried out mainly using the descriptive
analysis of consumer prices based on the identification of the measures of dispersion of price indicators —
standard deviation and the range of variation. The analysis of consumer price indices dynamics shows that
the year 2008 is a period of greatest price growth, and also proves that the prices for services and foodstuffs
are subject to the highest fluctuations. The analysis of the prices for the fixed set of goods and services shows
that consumer prices in the Russian Federation subjects during the analyzed period changed unevenly;
howeyver, beginning from 2009 there is a positive trend of reducing fluctuations in their growth rates. The
assessment of the spatial dynamics of consumer prices in Russia in 2003—2012 reveals the regions that deviate
from the general trend of price behavior to the greatest extent. Judging by the results of the assessment,
the greatest differences in prices were observed in the subjects of the Far Eastern Federal District (FEFD).
Another important fact is as follows: the high volatility of food prices was observed not only in the remote
regions, but also in the neighboring subjects of the Far Eastern Federal District; it allows us to assume that
the integration of the food market of the border regions of the district at the national level is poor.

Keywords: spatial behavior of prices, price volatility, spatial market integration.
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Nowadays, “space” is one of the key
categorical concepts in the research
devoted to integration processes in different
spheres of public activity and in different
regions [1].

The study of market integration is
aimed at assessment of spatial behavior of
prices. Prices and their dynamics are an
important indicator of efficiency of the
economic system and optimal allocation
of limited resources. Large differences in
prices between regions of the country, their
volatility and disproportionate changes can
indicate weak integration of the national
market and violation of the conditions of
common economic space. According to
one of the approaches to the assessment
of spatial market integration, often applied
in empirical studies, two markets will
be integrated, if prices change in similar
direction and proportion [12].

Large distances between regional
markets, leading to substantial transport
costs, and such factors as poor
infrastructure, a lack or a poor condition
of roads, communications, administrative
restrictions, cause multidirectional and
disproportionate price changes in some
regions of the country and disintegration of
the national market space. The territorial
vastness of the Russian Federation and
heterogeneity of the socio-economic
development of its regions suggest that
consumer prices behave differently, and
regional markets are characterized by
different degrees of integration at the
national level. In this paper we try to
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test this hypothesis using the statistical
analysis of consumer prices dynamics and
to identify which RF regions have differed
in prices behavior to a greater degree
for the last decade. The analysis results
give grounds for the conclusion about
the degree of integration of the national
market and selection of those regions that
are least integrated at the national level.

It should be noted that in the scientific
literature there is a limited number of
papers that present an in-depth statistical
analysis of the dynamics of consumer
prices in the RE. Moreover, most of these
works are connected with the assessment
of prices behavior in the transition period.
Foreign researchers have been interested in
this issue aswell. So, forexample, P. De Masi
and V. Koen, who have studied the trends of
regional disparities in prices in Russia in the
early post-reform period, have found out
that the significant differences in regional
prices, characteristic for the study period,
can not caused by a large distance between
regions and limited market integration
in the country [10]. Similar findings have
been obtained in the study carried out by
B. Gardnerand K. Brooks[11]. Accordingto
D. Berkowitz and D.N. DeJong, the reason
for significant inter-regional differences in
prices are “anti-market” regions, or regions
of “ared belt”, which, unlike other regions,
are characterized by the specific price
behavior [9].

The most important domestic studies are
conducted by A.A. Tsyplakov and K.P. Glu-
shchenko. The research of A.A. Tsyplakov,
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presenting the statistical analysis of the
dynamics of regional price levels for the
post-reform period, has revealed that in
1994—1999 there were regional differences
in the dynamics of prices, but they were
relatively small [8].

K.P. Glushchenko, having indicated
significant differences in the levels of prices
for goods between different territories of
the country in 1990—2000s, has disclosed
weak integration of the Russian consumer
market in this period [2]. On the basis of
evaluation of the dynamics of the Russian
market integration in 1992—2000, the
author has come to the conclusion that in
1994—1999, after reaching a peak of the
Russian market fragmentation in 1993—
1994, the general trend is the convergence
of prices and strengthening of integration
processes [3]. However, later, taking into
account such an indicator of the market
integration as the strict law of one price,
K.P. Glushchenko makes the conclusion
about relatively weak integration of the
Russian market in 1994—2000 [6].

The research, estimating spatial
dynamics of consumer prices in Russia in
2003—2012, is carried out to assess the level
ofthe country’s economic space integration
in the conditions of market economy and
to identify the regions, deviating more
from the general trend of price behavior.
To achieve this goal we have identified:

— what product groups are charac-
terized by the highest price changes;

— what federal districts and RF subjects
are characterized by the greatest price
volatility;
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— what are the differences in the prices
dynamics of certain commodity groups in
federal districts and RF subjects.

The descriptive analysis of prices is a
basic research tool. The most commonly
used descriptive methods are frequency
distribution, measures of central tendency,
measures of variability (dispersion) and
measures of relative position. To estimate
spatial dynamics of the price range, we use
measures of dispersion, such as standard
variation and variation range, evaluating
the extent of variation of variable values in
the variational series.

The initial data for the analysis are
relative prices indicators, consumer price
indices (CPI), and absolute ones, cost of
a fixed set of goods and services and cost of
the minimum set of food products. Selection
of multiple indicators, representing the
prices, is connected with the specific
character of statistical observation. The
consumer price index is used in many
works devoted to the analysis of spatial
prices behavior and the assessment of
market integration. At the same time, it
is possible to note both advantages and
disadvantages of this indicator. The index
gives an opportunity to analyze the prices
behavior for the three groups of goods —
food, non-food and services. But this figure
is not ideal for the spatial analysis of prices
as weights, determined by the structure of
consumer expenses of the population and
used for calculating the CPI, are different
among the regions.

Economic and social changes: facts, trends, forecast
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Calculation of the cost of a fixed set of
goods and services and the cost of a mini-
mum set of food products is based on
common norms of consumption that can
be used in the research of interregional
differentiation of consumer prices levels.
However, the indicator of the cost of a
fixed set of goods and services does not
allow us to make conclusions about spatial
dynamics of separate groups of goods.

The sources of price indicators are
databases of consumer prices presented on
the website of the Federal State Statistics
Service [7].

The time period of the analysis is
indicated from 2003 to 2012. Most
empirical researches provide the results
of estimation of spatial behavior of prices
in the period of their liberalization, as
well as in the period of ruble devaluation
and in the 1998 economic crisis. Thus,
these works reveal the prices behavior,
determined by the post-reform shocks,
the transition to market economy and
its formation. This article assesses the
dynamics of consumer prices in conditions
of relatively stable economy, which has
completed the transition to the market.

The dynamics of the consumer price
growth rate in 2003—2012 had no definite
trend, there were both periods of growth and
periods of decline. The variations in the rate
of consumer price increase amounted to
7.2%. The lowest index value (6.1%) was
observed in 2011. The highest index value
in 2008 can be explained by the impact of
the global financial crisis. The slowdown in
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consumer price growth by 3% in 2003—2006
and 7.2% in 2009—2011 discloses some
stability in the economy in the indicated
periods. However, in 2012, the rate of
consumer price growth increased again,
exceeding the minimum index value for
the period by 0.5%.

To determine the dynamics of the price
growth of separate commodity groups we
have used monthly values of consumer
price indices of food products, manu-
factured goods and services. By comparing
these indicators we have found out that
services prices experienced the greatest
fluctuations and seasonal influence in the
examined period. So, annually, except
for 2012, there was sharp price growth in
January. The greatest value of the interval
of services price fluctuations amounted to
almost 9% in 2008. The maximum price
range was 2.3% in 2005.

Services prices immobility can cause
their high volatility but not significant
differences in prices of such mobile
products, as food. This type of product is
of interest in the spatial analysis of price
fluctuations.

If you compare price fluctuationsin the
groups of food and non-food items, you
can see that they are much more vivid in
the first group in the analyzed period. Thus,
the price range of food products amounted
to 0.9% in relation to the average value in
the analyzed period, of non-food — only
0.2%. The greatest price ranges of food
products, in relation to the average value,
were in 2003, 2007 and 2012.
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Spatial behavior of prices in 2003—2012
was estimated by comparison of the
indicators, representing prices in Federal
districts and separate subjects of the
Russian Federation. The research does
not consider the North-Caucasian Federal
District, as Rosstat has been publishing
data on the considered indicators of the
district only since 2009. Therefore, we have
studied prices behavior in 7 federal districts
and 76 subjects of the Russian Federation,
including Moscow and Saint Petersburg.

Comparison of the general price index
in federal districts in dynamics has not lead
to selection of districts with excessive
growth or decline of prices in the study
period. In general, they were changing
quite synchronously in federal districts,
there were no large differences in their
dynamics.

On the basis of annual consumer price
indices we have calculated minimum and
maximum variations of the price growth
rate from the average national level (7ab. ).
The calculation results have confirmed the
insignificance of their dispersion in federal
districts. In the analyzed period the greatest
variation was observed in 2007 (from -2.27
to +1.23%) and the lowest — in 2012 (from
-0.64 to +0.31%). However, it should be
noted that in the Far Eastern Federal district
we have observed extreme (minimum or
maximum) limit variations from the average
national level. This prices behavior stems
from the fact that the district includes
almost all remote regions of the country,
which differ significantly from other regions
by the level and dynamics of prices.

It is quite obvious that the differences
in price growth in the RF subjects are

Table 1. Variation of the price growth rate in federal districts and
RF subjects from the Russian average level, %

Indicator | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 [ 2011 | 2012
In federal districts
Interval 2.85 2 3.1 1.6 35 1.5 1.94 2.9 1.6 0.95
Minimum -1.65/ -1.33/ -0.72/ -0.4/ -2.27/ -0.68/ -0.88/ -1.1/ -0.31/ -0.64/
value/FD UFD UFD VFD SFD FEFD UFD VFD FEFD NWFD FEFD
Maximum 1.2/ 0.67/ 2.38/ 1.2/ 1.23/ 0.82/ 0.89/ 1.06/ 0.7/ 0.31/
value/ FD NWFD VFD FEFD UFD VFD NWFD FEFD UFD FEFD CFD
In RF subjects
Interval 9.42 8.3 14 6.4 9.1 9.4 11.29 11.16 6.16 47
Minimum -3.04/ -2.33/ -3.42/ -3.5/ -4.47/ -3.38/ -2.87/ -7.38/ -3.04/ -2.62/
value/RF Republic Omsk Chuvash Jewish Nenets | Chukotka| Nenets Chukotka | Yamalo- | Yamalo-
Subject | of Mordovia Oblast Republic | Autono- Autono- | Autono- | Autono- Autono- | Nenets | Nenets
mous mous mous | mous Okrug mous Autono- | Autono-
Oblast Okrug Okrug Okrug mous mous
Okrug Okrug
Maximum 6.38/ 5.97/ 10.58/ 2.9/ 4.63/ 6.02/ 8.42/ 3.78/ 3.12/ 2.08/
value/RF Krasno- Nenets Kam- Sakha Ryazan | Magadan| Chukotka |Republic of | Magadan | Magadan
Subject yarsk Autono- chatka (Yakutia) Oblast Oblast Autono- Kalmykia | Oblast Oblast
Krai mous Okrug Krai Republic mous Okrug
Calculated by: Federal'naya sluzhba gosudarstvennoi statistiki, Tsentral'naya baza statisticheskikh dannykh [Federal State Statistics
Service, the Central Base of Statistical Data]. Available at: http://www.gks.ru/wps/wcm/connect/rosstat_main /rosstat/ru/statistics/tariffs/#
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characterized by long intervals and. In the
period under analysis the maximum
price range was observed in 2005 (from
-3,42% in the Chuvash Republic to +of
10.58% in Kamchatka Krai), and the
lowest —in 2012 (from -2,62% in Yamalo-
Nenets Autonomous Okrug to +2,08%
in the Magadan Oblast). From 2009 to
2012 there was a positive trend, as the
fluctuation interval of the price growth rate
narrowed from 11.3t0 4.7%. The extreme
fluctuations values in the annual price
growth rate are more often determined
by the Magadan Oblast, Chukotka and
Nenets Autonomous okrugs.

The general trend of price dynamics can
be specified by considering the changes in

prices of certain goods. As services are
immobile goods, we can take into account
only consumer price indices of food and
non-food items.

The greatest consumer price growth for
food products was observed in 2008, when
they grew by 16.5% in average, the lowest
growth of prices was registered in 2011 and
amounted to 3.87%

The calculation of minimum and
maximum price growth rates for food
products in federal districts has revealed
that most of these indicators were typical
for the region. Thus, the maximum rate of
consumer prices growth for food products
was typical for the Far Eastern Federal
District in 2003, 2005, 2009 and 2011.

Table 2. Variation of the price growth rate for food products in federal
districts and RF subjects from the Russian average level, %

indicator | 5003 | 2004 | 2008 | 2006 | 2007 | 2008 | 2000 [ 2010 | 2011 [ 2012
In federal districts
Interval 4.46 2.9 4 2.8 5.3 2.2 3.82 4.95 2.81 2.34
Minimum -2.31/ -1.49/ -1.17/ -0.97/ -3.96/ -0.65/ -1.26/ -3.62/ -0.66/ -1.63/
value/FD SFD UFD VFD VFD FEFD CFD VFD FEFD CFD FEFD
Maximum 2.15/ 1.41/ 2.83/ 1.83/ 1.34/ 1.55/ 2.56/ 1.33/ 2.15/ 0.71/
value/ FD FEFD SFD FEFD UFD NWFD SFD FEFD SFD FEFD SFD
In RF subjects
Interval 15.07 11.2 10.8 11.3 13.5 14 16.31 7.99 6.47
Minimum -7.75/ -2.99/ -3.67/ -4.37/ -10.06/ -9.15/ -4.42/ -12.26/ -3.74/ -4.53/
value/ Yamalo- Amur Chuvash Jewish Chukotka | Chukotka | Nenets Chukotka | Voronezh | Nenets
RF Subject Nenets Oblast Republic | Autono- | Autono- | Autono- | Autono- Autono- Oblast Autono-
Autono- mous mous mous mous mous mous
mous Oblast Okrug Okrug Okrug Okrug Okrug
Okrug
Maximum 7.32/ 8.21/ 7.13/ 6.93/ 4.94/ 4.35/ 9.58/ 4.05/ 4.25/ 1.94/
value/ Chukotka | Republic | Chukotka Sakha Ryazan | Republic | Chukotka | Ivanovo | Republic | Voronezh
RF Subject | Autono- of Autono- | (Yakutia) Oblast of Autono- Oblast of Oblast
mous Kalmykia mous Republic Kalmykia mous Buryatia
Okrug Okrug Okrug
Calculated by: Federal'naya sluzhba gosudarstvennoi statistiki, Tsentral'naya baza statisticheskikh dannykh [Federal State Statistics
Service, the Central Base of Statistical Data]. Available at: http://www.gks.ru/wps/wcm/connect/rosstat_main /rosstat/ru/statistics/tariffs/#
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The assessment of fluctuations in the
annual price growth rate for food products
in Federal districts in relation to the
average national level indicates that the
price differences are generally insignificant
(tab. 2). The 5.3% maximum variation
was registered in 2007, with the variation
from the average Russian level being in the
range from -3.96% (FEFD) to +1.34%
(NWFD). The 2.2% minimum variation
was observed in 2008, with the variation
being in the range from -0.65% (CFD)
to +1.55% (SFD). Extreme fluctuation
values in the annual rate of price growth
in 2003—2012 are more characteristic of
the Far Eastern Federal District, which
confirms the specific character of the
region regarding the prices behavior.

In the context of RF subjects the
differences in food price growth rates are
more significant. In the analyzed period
the average fluctuations interval,
determined by minimum and maximum
variations of the price growth rates from the
national average in the RF subjects, is 3.5
times higher than this indicator, calculated
at the level of federal districts. The 16.31%
maximum interval was measured in 2010,
the 6.47% minimum interval — in 2012.
There is no definite tendency to decrease
differences in growth rates in the studied
period. Chukotka Autonomous Okrug had
extreme fluctuation values in the annual
price growth rate more frequently.

Differences in the growth rates of
consumer prices for non-food products in
federal districts are in two times lower than
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for food. The 3.3% maximum fluctuation
value was recorded in 2005 (The Ural
Federal District (UFD). The greatest
growth of prices for non-food products
was more typical for the FEFD and the
UFD. However, in the Far Eastern Federal
District the growth rate of non-food prices
differs from national trends to a lesser
extent than in the case of food prices.

Quantitative assessment of fluctuations
in the price growth rates for non-food
products in federal districts against the
average Russian level has showed that price
fluctuations are low (zab. 3). The 3.3%
maximum interval was in 2005, when the
variation from the Russian average was
observed in the range from -1.01% (NWFD)
to +2.3% (in the UFD). The minimum 1%
interval was in 2007, when the variation
was in the range from -0.4% (SFD) to
+0.6% (VFD). Extreme fluctuation values
of growth rate of non-food prices are more
often measured in the Ural, Southern and
Far Eastern Federal districts.

However, in the context of the RF
subjects the differences in growth rates of
non-food prices were more significant: the
average fluctuation value in the analyzed
period amounted to 10.6%. The maximum
interval amounted to 14.8% in 2005 and per
cent, the minimum — to 7.8% in 2011. At
the same time, there is no definite tendency
to decrease differences in growth rates. The
extreme fluctuation values of non-food
prices are more frequently observed in
Nenets Autonomous Okrug. All the stated
above conclusions about spatial prices
behavior are based on a consumer price

Economic and social changes: facts, trends, forecast
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Table 3. Variation of the price growth rate for non-food products in federal districts
and RF subjects from the Russian average level, %

ndicator | 2008 | 2004 | 2005 | 2006 | 2007 | 2008 | 2000 | 2010 | 2011 | 2012
In federal districts
Interval 2.49 1.3 3.3 1.8 1 2.5 2.08 1.31 1.19 1.07
Minimum -0.64/ -0.77/ -1.01/ -0.61/ -0.44/ | -0.56/ -0.8/ -0.46/ -0.56/ -0.65/
value/FD CFD NFD NWFD NFD. NFD. UFD NWFD SFD SFD SFD
NWFD FEFD
Maximum 1.85/ 0.53/ 2.29/ 1.19/ 0.56/ 1.94/ 1.28/ 0.85/ 0.63/ 0.42/
value/ FD SFD CFD UFD UFD VFD FEFD FEFD UFD UFD FEFD
In RF subjects
Interval 12.38 13 14.8 11.8 7.9 10 11.73 8.67 7.78 8.15
-3.41/ -3.67/ -3.61/ -6.21/ -3.34/ | -4.16/ -5.15/ -2.97/ -3.66/ -2.44/
Minimum Novosibirsk | Chukotka | Republic Nenets Nenets | Nenets Nenets | Kamchatka | Yamalo- | Chelyabinsk
value/ Oblast Autono- of Autono- | Autono- | Autono- | Autono- Krai Nenets Oblast
RF Subiect mous | Tatarstan mous mous mous mous Autono-
) Okrug Okrug Okrug Okrug Okrug mous
Okrug
8.97/ 9.33/ 11.19/ 5.59/ 4.56/ 5.84/ 6.58/ 5.7/ 412/ 5.71/
Maximum Khanty— Nenets | Yamalo- | Astrakhan | Perm Kursk Khanty— Sakhalin Jewish Magadan
Mansi Autono- | Nenets Oblast Krai Oblast Mansi oblast Autono- Oblast
value/
RF Subject Autono- mous Autono- Autono- mous
mous Okrug | Okrug mous mous Oblast
Okrug Okrug
Calculated by: Federal'naya sluzhba gosudarstvennoi statistiki, Tsentral'naya baza statisticheskikh dannykh [Federal State Statistics
Service, the Central Base of Statistical Data]. Available at: http://www.gks.ru/wps/wem/connect/rosstat_main /rosstat/ru/statistics/tariffs/#

index. However, a regional CPI is not very
convenient for interregional comparisons.
Weight of goods included the prices that
are presented in the CPI are different for in
each region, therefore, the regional indexes
are not quite comparable [5].

For more accurate estimates of diffe-
rences in regional growth rates we have
used such an indicator as the cost of a fixed
set of consumer goods and services. This
figure is identical for all regions and covers
83 items of goods and services, including
30 kinds of food, 41 — of non-food items
and 12 services. It should be noted that the
bulk of spending on consumption accounts
for goods and services included in this set.
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To estimate price variations in federal
districts we have singled out minimum and
maximum variations in the growth rates of
the cost of a fixed set of consumer goods
and services from the average national
level in federal districts (tab. 4). The 3.1%
interval minimum value was in 2003—2012,
the 4.3% maximum — in 2005 and 2010.
The lowest fluctuation from the average
national level in federal districts was
observed in 2006 and amounted to 1.7%.
In general, it can be concluded that the
differences in price growth rates in federal
districts, compared with the average Russian
level in the studied period, were insignificant
and did not have a clear tendency to increase
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Table 4. Variation of the price growth rate for the cost of a fixed set of consumer goods
and services in federal districts and RF subjects from the Russian average level, %

Indicator 2003 2004 2005 2006 2008 2009 2010 2011 2012
In federal districts
Interval 3.65 1.78 4.29 1.73 3.13 3.04 4.27 2.27 1.76
Minimum =211/ -1.27/ -1.5/ -0.62/ -3.71/ -1.61/ -1.34/ -3.57/ -0.76/ -0.81/
value/FD SFD UFD NFD FEFD NFD SFD FEFD SFD FEFD
Maximum 1.54/ 0.51/ 2.79/ 1.11/ 1.52/ 1.7/ 0.7/ 1.51/ 0.95/
value/ FD NFD CFD FEFD UFD NWFD UFD FEFD VFD FEFD NFD
In RF subjects
Interval 17.87 15.37 23.64 11.09 14.59 15.42 16.77 10.98 10.87
Minimum -6.25/ -5.76/ -5.98/ -5.87/ -8.56/ -4.76/ -5.33/ -11.22/ -5.81/ -5.33/
value/ Republic of | Astrakhan |  Irkutsk Nenets | Chukotka | Republic | Nizhny | Chukotka Altai Nenets
RF Subject | Mordovia Oblast Oblast | Autono- | Autono- of Novgorod | Autono- | Republic Autono-
mous Buryatia | Oblast mous mous Okrug
Okrug Okrug Okrug
Maximum 11.62/ 9.61/ 17.66/ 5.22/ 9.83/ 10.09/ 5.55/ 5.17/ 5.54/ Altai
value/ Komi Republic | Kamchatka| Tambov Ryazan Nenets Altai Republic Jewish Republic
RF Subject | Republic |of Buryatia Krai Oblast Oblast Autono- | Republic of Autono-
mous Mordovia mous
Okrug Oblast

Calculated by: Federal'naya sluzhba gosudarstvennoi statistiki, Tsentral' naya baza statisticheskikh dannykh [Federal State Statistics Service,
the Central Base of Statistical Data]. Available at: http://www.gks.ru/wps/wem/connect/rosstat_main /rosstat/ru/statistics/tariffs/#

or decrease. The minimum and maximum
variation of the growth rate of the cost of a
fixed set of consumer goods and services in
federal districts was often determined by the
values of this indicator in the Far Eastern
Federal District.

The average fluctuation in the growth
rate of the cost of a fixed set of consumer
goods and services in the context of the RF
subjects (15.1%) exceeds the same indicator
calculated at the level of federal districts in
five times. Thus, the greatest interval value
amounted to 23.6% in 2005, the lowest —
10.9 in 2012. It confirms the conclusion,
obtained from the analysis of the CPI,
that there are rather large differences in
price growth rates in the context of the
RF subjects.
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As Rosstat does not publish data on the
cost of the components of a fixed set of
goods and services, the analysis of dynamics
of consumer price levels on the basis of
this indicator is limited to the general
assessment. However, comparing the
cost of a fixed set of goods and services in
different regions, it is possible to calculate
a territorial price index. Comparison of
territorial price indices in federal districts
in 2003—2012, calculated as the ratio of
the cost of a fixed set of goods in different
federal districts to the respective average
indicator, indicates significant differences
in values and dynamics of the index for the
Far Eastern Federal District (fig. 1).

The analysis of differences in the cost
of a fixed set of goods and services in the
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Figure 1. Dynamics of territorial price indices in 2003-2012
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context of RF subjects has showed that the
maximum value of the territorial price
index complies with the following hard-
to-reach regions: Chukotka Autonomous
Okrug — 202.2%, the Sakhalin Oblast —
151.4%, the Kamchatka Oblast — 168%,
the Sakha (Yakutia) Republic — 138.5%,
the Magadan Oblast — 141.8%. There
are other regions where the cost of a
fixed set of goods and services exceeds
the national average by 30%. They are
Khabarovsk Krai (130.1%), Yamalo-Nenets
Autonomous Okrug (149.3%), Khanty-
Mansi Autonomous Okrug (135.9%), and
Moscow (145.6%). The regions where the
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cost of a fixed set of goods and services is
below 15% and more in comparison with
the national average are the following: the
Oryov Oblast (81.8%), and the Republic
of Bashkortostan (84.7%), the Mari
El Republic (81.7%), the Republic of
Tatarstan (84.6%), the Udmurt Republic
(85%), the Chuvash Republic (82.8%) and
the Orenburg Oblast (84.3%).

The average value of the territorial price
index, calculated at the level of RF subjects,
was 102% in 2003—2012. The maximum
value of the standard deviation of the
territorial price index was 24.9% in 2006,
the minimum — 20.7% in 2012.

257



Estimation of the largest enterprises’ impact on the socio-economic development of territories

Figure 2. Dynamics of differences in regional price levels in 2003-2012
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To evaluate the dynamics of consumer
prices for food products we have used
another statistic indicator — the cost of a
minimum set of food products.

The CPI analysis has revealed greater
volatility in food prices. To verify the results,
we have compared the values of the minimum
set of food products with the dynamics of
territorial levels of prices (fig. 2).

The trajectory of the variations of
territorial price levels, calculated on the
basis of a fixed price for goods and services,
indicates adownward trend in the territorial
distribution of the price index. So, in 2003
the level was 25%, and in 2012 — 21%.
Except for hard-to-reach regions the
variation is in the range of 15—18%.
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The volatility of food price differences,
calculated on the basis of the cost of the
minimum set of food products, is much
higher. In 2003—2012 the average level
of variation was 30%, without hard-to-
reach regions — 17%, and deviations up
and down from it in the first case were
approximately 5%, and the second —
3%. Thus, it confirms the conclusion
about larger dynamics of food prices in
comparison with the dynamics of a general
price level.

Taking into account the assessment of
changes in the value of the minimum set
of food products in different regions, it was
found that the highest volatility of food
prices is usually characteristic of regions
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with higher average price levels. So, in
2003—2012 the dynamics of variations in
price levels, calculated on the basic of the
cost of the minimum set of food products,
at the level of 8% and more is measured
in such regions, as Nenets Autonomous
Okrug — 9.65% (the average level of prices
—183%, the Sakha (Yakutia) Republic
8.68% (150%), Kamchatka Krai — 8,65%
(171.7%), Primorsky Krai — 9,45%
(132.2%), the Khabarovsk Oblast — 8.5%
(130.2%), the Amur Oblast — 8.49%
(113.22%), the Magadan Oblast — 10.27%
(167.36%), the Sakhalin Oblast — 12.14%
(153,17%), Chukotka Autonomous Okrug
— 30.27% (279.51%). Large variations
in food prices in the Sakha (Yakutia)
Republic, Kamchatka Krai, Magadan
and Sakhalin oblasts, and Autonomous
Okrug are caused by the inaccessibility of
these regions. However, the fact that food
prices in the Far Eastern Federal District
are characterized by high volatility seems
quite interesting and unexpected.

Conclusion

The spatial analysis of the statistical
indicators dynamics in 2003—2012, such
as a consumer price index, the cost of a
fixed set of goods and services and the cost
of the minimum set of food products, has
led to the following conclusions:

1. The highest price growth, followed
by the period of decline, was observed in
2008 due to the financial crisis.

2. Prices for services and food products
have the highest fluctuations in time.
Firstly, it is caused by their immobility and
less competitive markets, secondly, —the
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seasonality of agricultural production to a
certain extent. The lowest growth of prices
for non-food goods is due to the greater
competitiveness of their markets and the
greater share of imports.

3. Deviation of the consumer price
growth rates and the cost of a fixed set of
consumer goods and services from the
average national level is insignificant in
federal districts, with the largest deviations
being typical for the FEFD, UFD and
SFD; consequently, these regions are the
least integrated at the national level.

4. Consumer prices at the level of RF
subjects change unevenly, however, since
2009 the fluctuations in their growth rates
have been decreasing.

5. The highest price volatility is observed
in the RF hard-to-reach subjects that is
why, these regions are the least integrated
at the national level.

6. The highest price volatility is
characteristic of the Far Eastern Federal
District, which includes remote regions of
the country. However, the highest volatility
of food prices is typical not only for hard-
to-reach regions of the Far East Federal
district, but also for border regions of the
district, indicating weak integrity of their
food market at the national level.

The last conclusion is quite interesting,
since it raises new questions concerning the
causes of the situation. Allegedly, they can
be of different nature, including the
following: influence of external markets,
especially China markets, a high share of
transport costs in the price of goods, low
economies of scale due to limited local
markets and monopolists’ impact.
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