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Foreword

Compared with that of Hungary or Poland, the unemployment rate in Russiais strikingly low. At the
end of 1995, the Russian unemployment rate was 3.6, whereas it was 11.9% in Hungary, and 15% in
Poland. Why is the unemployment rate in Russia so low ? Thisis, at least to the present author, the first
guestion to be answered. Generally speaking, the unemployment rate can be regarded as one of the
macro-economic indicators showing the degrees to which the former socialist economy is becoming
marketized. In this respect Russia could rightly be regarded as being less marketized than Hungary and
Poland. But, if we consider that Hungary and Poland are in the normal process on the way to market
economy, Russia's 3 % unemployment rate is still too low. Why ?

One can find various answers to this question from several aspects. First, from the reliability of the
statistical data, i.e. it islow because these figures are "official" ones and they don't reflect the reality. But
Hungarian and Polish figures are also “ official” ones, then is there any principal difference in the
methodology of calculating unemployment ?

The answer could be two-fold: oneisthe labour force survey figure by Central Statistical Office, the
other one is based on the figures of registered unemployment collected by local employment offices and
assembled by the federal (or national, in the Hungarian case) employment service. This difference within
the "official" datathemselves existsin all of the above mentioned countries and the nature and causes of
the differences have been widely discussed on many occasions. But in Russia this difference is much
greater than in the other two countries. Why ?

Secondly, from the point of view of the time these countries started a marketization policy. Hungary
and Poland started their transition to the market system earlier before Russia. So, the real difference could
be reduced to adifference of timing with Russia catching up them in the near future. But, again, aquestion
arises, isthisreally the case ? There is some evidence which refutes such a simplified version of a
“ time-lag theory” , but about this alittle more later.

A third possible answer is "hidden" unemployment. In Russian statistics thisis not captured, whereas
in Poland and Hungary more of this are reflected in the official statistics. It istrue that “ black”
employment prevails all through the transition countries, but the degree of statistical coverage of thisis
substantially different and obviously Russia’ sis far less. But again why in Russiais this far less ?

Asthe preliminary examination of these problems clearly shows, an attempt to get an answer givesrise
to new questions one after another. We have to prepare systematically the questions and answers
concerning the bundles of the problems of employment in transition economies. The purpose of this paper
is to make a small contribution to clarifying this whole circle of problems by examining the "hidden"
unemployment in Russia.

1-1 Background

Let usfirst briefly look at the prehistory of Russian labour market statistics. Asis well known, the
system of unemployment registration in Russia started working from July 1991, that is, half ayear before
the collapse of the Soviet Union. But the policy direction and legal framework for the new environment
were established well before the start of registration. Let us dwell briefly on the prehistory of the Russian
unemployment registration system.

In the Soviet period, needless to say, there was no official registration of unemployment because
there "is not" and "should not" be any unemployment under socialism. But problems of arational
employment system were tacitly recognized from the sixties and there took place a debate on how to
achieve higher labour productivity without making anyonein the labour force redundant. This discussion
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little helped to stimulate the devel opment of any kind of serious policy measures, because the reality with
regard to labour force usage was not an abundance but a shortage of labour. This latter was exactly the
product of the inefficient use of the work force.

It was only in the |ate eighties that the Soviet leadership paid serious attention to this problem. In
1989, ajoint decree of the Soviet Government, the CC of the CPSU and BCSPS was issued “ On the
problem of the efficient use of labour resources” . It required all parties concerned seriously to tackle the
problems of the labour market and related unemployment issues. Thiswas aclear sign that the leadership
came to a conclusion that there was a vital necessity to pay special attention to the problem of
unemployment which almost inevitably arises as aresult of intensified economic reform. And the worries
of the problem of a transition from “ labour shortage” to “ mass unemployment” were heard
everywhere and served as a stimulus to set up a new legal and economic frame work for a social safety
network. The legal framework was settled by the “ Law of the Employment of the Population” which
came into force in 1990 and the Federal Employment Service which started working from 1991.

1-2. Monthly dynamics of Russian unemployment

First of al, we have to take a glance at the current labour market situation based on the latest
statistics. (Table 1) shows the dynamics of unemployment since the first registration July 1991. The
figures are on a monthly basis (at the end of each period). (See Table 1)

In the table, the second column indicates "registered unemployment”, which is considered to be the
official figure for Russian unemployment. From this column, one can easily observe along, consistent,
strong rising trend of registered unemployment for the past five consecutive years. The only exceptions
are the lines referring to May and June of the last year, 1996. About this interesting change in the long
unchanging trend, we will consider later.

Besides registered unemployment, we have figures for "the number of unemployed job seekers" (inthe
first column) and figures for "those receiving unemployment benefits" (in the third column). These are to
be considered as another version of unemployment but the definitions are slightly different from each
other and they also change over time depending on the administrative instructions. But, in terms of the
value of the figures, thereis not much difference and the registered unemployment isalwaysin the middle,
i.e. between the other two. So in what follows, we pay most of our attention to the registered
unemployment. These figures are all from the Federal Employment Service.

Apart from these three figures and the figures for vacancies, we have "Total unemployment” in
brackets, at the right end of the columns. Thisis not the registered unemployment figure from the Federal
Employment Service, but is from the Goskomstat. These are considered to be the Russian equivalent of
western "Labour Force Survey" based on estimates using the ILO method, but the calculation method
actually applied has not been fully clarified yet and there is evidence that the responsible state organs are
not fully confident in using this figure as a basis for policy making discussions. For this reason as well,
we will, as the Russian authority does, be using the registered unemployment figures.

2. Russian statistics on employment and unemployment
2-1. The definition of unemployment by the "Employment Law"

Under the “ Employment Law” a new state organ was set up called the “ Federal Employment
Service’ (hereafter abbreviated as FES) which is held responsible to “ account, register, and pay the
benefit to those unemployed” . According to the law, “ Employment Centers’ were established
throughout the country or where there existed the old “ Employment Bureau” offices, these were
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reorganized as” Employment Center” . These centers numbered more than 2000 at the end of 1995. And
from the 1st of July 1991, just half ayear before the collapse of the Soviet Union, the registration of “ job
seekers’ and “ unemployment” started.

2-2. Organization of the statistical reporting system

Organization of the current statistical reporting system of unemployment is based on the Law of
Employment and, as aresult of this, are not free from serious bias. First, the local employment center
records the number of registered unemployment, and then these data are gathered in the hands of regional
Main center. These main centers are engaged in analyzing the main trends and problems in the labour
market and its results are reported to the local administration for review by the policy making authority.
They are also published and made accessible to the public on a monthly, quarterly and yearly basis.
Secondly these data are simultaneously transmitted to the FES in Moscow and specialists and labour
economists groups in the analytical section of the FES. Thirdly they are sent to the Goskomstat. By the
introduction of on-line reporting system connecting local center and the M oscow center in 1995, the speed
for collection and analysis of the datafrom all over Russian territorieswent up“ magically” . But the gap
between official unemployment and "real" unemployment also grew. By “ real” , | mean some amount of
socially and productively unused labour force which can not be identified by the current statistical
method. The point | am trying to make is described in Figure 1.

3.In search of "real unemployment”
3-1.First estimates by ILO specialists

Well before the collapse of the Soviet Union, as was already mentioned in Section 1-1, there were
discussions and attempts to tackle the coming tide of open unemployment in the Soviet Union. The ILO
took serious interest in this problem which inevitably makes an appearance in the process of
marketization.
In order to investigate and assess the possible amount of unemployment in the Soviet Union, the ILO set
up a special research team with Guy Standing as its head which later became the ILO-CCET Team based
in Budapest. First research results were made publicin 1991 in St.Petersburg and in Moscow. According
to press reports, the anticipated amount of unemployment in the Soviet Union, in the assessment of this
team, was 15 to 20 millions in the Soviet Union as a whole. This was quite a shocking figure to the
Russian people at large but the pro-marketeers (or reformists) were not surprised. But these figures were
not proven to be true either by later developments or by the reporting system which was made available
by the new Employment Law. The problems lay in abasic problem area. The estimates made by the ILO
team were not clear about the definition and measurement of “ hidden unemployment” , namely whether
they should include it or not. The diagnosis was doomed to be frustrated by later developments.

3-2.Monitoring by the Federal Employment Service (FES)

The term "hidden unemployment™ has been in use for quite along time but typically there has been no
clear definition nor solid analytical foundations. Perhaps in late 1992, the terminology became more
popular and with more concrete meanings such as "partial unemployment”, "imperfect employment”,
"temporary unemployment" began to appear in the official economic reports. For instance, in the Bulletin
of the Moscow Labour Exchange, Mrs. Suichewa, an analyst in the Labour Market Department of the

City Administration, writes"In Russiatwo and a half million peoplein "hidden or partial unemployment"
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are reported to exist and therefore we have aso in Moscow from 130 to 150 thousand people in hidden
unemployment and, in the near future, the number will grow".

3-3 Attempts to measure the size of "hidden unemployment”

From the beginning of 1993, in order to grasp the level of hidden unemployment, the State Statistical
Committee (hereafter Goskomstat) started tackling the matter on the enterpriselevel. Thefirst target was
set asidentifying the amount of "shorter work days" (nie'sovershennyi rabochii deni, for instance working
four hours a day instead of eight) and "shorter work weeks" (nie'sovershennaja rabochaja nedelia, for
instance working only three days aweek). These items existed form the socialist period which werein the
statistical reporting form ("otchetnosti") but now the enterprises were obliged to make a separate table
specifically on this matter and report to the Goskomstat in a specified time period. But these binding
obligations (formal "instructions" from Moscow) were obviously distributed to only alimited number of
enterprisesin afew branches of industry and areas, and, as a result, the first year attempts remained
largely experimental.

(Note, in my personal experience, even a director of aregional employment center was ignorant of
this contemporaneous experiment. When | visited the city of Kostroma in September 1993, the director
told me that he knew nothing about this new reporting system. And he added that "This kind of official
document usually takes along timeto arrive to the regional organs'. The city islocated only 500km from
Moscow.)

On the basis of this experiment, perhaps, Goskomstat published, for the first time, some figures
relevant to "imperfect employment™ in the Economic Weekly "Russian Economy , in the first half of
1993". According to this, in the first quarter of 1993, some three million people were reported to have
been engaged in "imperfect work time" worked shorter working daysin industry, construction, transport
and civilian services. Out of these, 1.9 million people "received additional leave" (with or without partial
compensation) from the enterprise administration and the rest nearly one million employees worked
shorter work days.("Ekonomika i zhizni" No.31, July 1996, p.22).

Another booklet called "Developments of Economic Reform in the Russian Federation, January to
July 1993" carries a little more precise descriptions. "In the first half of 1993, in industry, construction,
transport and communication, household services and science, 3.8 million people worked "imperfect work
time" (12% of the total employment in these branches) and out of these 933 thousand worked "shorter
work week" and some 2.8 million received "unpaid leave", which amounts to 51.3 million man-days (on
average, equivalent to 18 days per person)”. It also carries figuresfor the regional distribution of "partial
unemployment".

Thus started inquiries and this should, indeed, be regarded as a great step forward, but the 1993
survey had many shortcomings and the published figures and definitions were still unclear and needed to
be further elaborated.

Against this background, in June 1994, the FES launched a big research project to investigate the real
situations with regard to employment at the plant level. It covered 1561 enterprisesin 11 industrial
branchesin 31 regions, scattered in ailmost all industrial parts of Russia. The method employed included
direct interviews with the managing directors by the FES specialists. This was the first concrete effort
made by the FES to go out of the state organ (job center) to come close to the "production units'. The
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results were quickly collected and made available to researchers (although only to limited circles) in the
autumn of 1994,

Major findings of this research could be summarized as follows;

(2) In the second quarter of 1994, among one third of industrial enterprises were found imperfect
employment (shorter work days, shorter work weeks, unpaid leave), where 36% of respondents answered
"no imperfect unemployment” and the rest 30% gave no answer.

(2) Shorter work weeks were found in one sevenths and more than 30% of employees in these enterprises
had to accept this. In the 13% enterprises of those responding about 30% of employees were forced to
accept unpaid leave.

(3) Relatively small amounts of hidden unemployment were found in fuel industries and non-ferrous metal
industries and larger amounts of hidden unemployment were registered in such industries as steel and
iron, machine building and light industries and in the second quarter the number grew.

Stagnant unemployment was found more often than other types in large scale enterprises and only
30% of this category answered "No". To the contrary, in the case of small scale enterprises (those with
less than 200 employees) the number of those answering "No" was 40%. What is to be noted is that one
fourth of big enterprises and one third of small enterprises did not respond to this question at all. The most
widespread types of imperfect employment, irrespective of the size of the firms, proved to be "unpaid
leave". ("Outline of research results" vol.1 of The FES, Monitoring of Employment on the Industrial
Enterprises, Vols.1-7, Moscow, September 1994 (in Russian))

This "monitoring" was continued in the third quarter of 1994. Although, unfortunately, accesses to
the materials (results) were limited, they were made available also in English: “ The Federal Employment
Service of Russia, Monitoring of employment at industrial enterprises of Russia, main results of
monitoring of employment, in the third quarter of 1994 and tendencies of changesin the situation in this
sphere till the end of 1994, Moscow, 1994, 43pp” .

These findings could be confirmed by the Goskomstat dataon* shorter working hours’ and*“ shorter
working days” . Seefor 1994 (Table 2) and for 1995 (Table 3). Attempts have been made to grasp the
amount of “ hidden unemployment” using somewhat different terminology like “ partial
unemployment” for 1996 which is seen in (Table 4).

It is perhaps noteworthy that in the industrially developed countries as well, this kind of research on
"hidden unemployment" attracts keen attention among researchers, particularly in recession periods but
soon after recessions the problems are quickly forgotten and the efforts to further elaborate the
measurement methodology halts. But in Russia, although there are various shortcomings, perhaps
“ thanks” to the continuing crises, thereisno end to the research activities and heated discussions on this
topic. Let us now look at another approach made by Goskomstat.

3-4.Family Budget Survey by Goskomstat

It iswell known that, apart from registration at the job center (local administration) and sending
guestionnaires to the plant managers, the family budget survey supplies another reliable sources of
information on employment. This source is very important because the information is gathered directly
from the population. In the Soviet period, neither reliable personal or family income datanor employment
data connected with income sources was collected. The only available data was from the Census results
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but these were largely concerned with occupations not precisely with employment. This shortcoming was
caused directly by "No unemployment™ principle.

The lack of reliable income surveys led the Goskomstat to organize, with technical and financial
assistance by the World Bank, a family budget survey in 1992. Timing of the survey was set as the last
week of October 1992 and the number of samples was targeted at 0.55% of the population aged 15-72.
Thistarget isdifferent from the traditional Soviet notion of the "working age population” and for the first
time in Russia "economically active population" was adopted as the basis for calculating the
unemployment rate. There were also some other considerations made to reflect more accurately the real
situation of Russia.

Asiswell known, conventional Soviet employment statistics were firmly based on the "L abour
Balance Report" from the enterprise management (commonly known asthe "2-T sheet"). This Report was
among the many other reports (in Soviet parlance, it is commonly called "stat'at'chot'nosti") which were
made obligatory by the Goskomstat "Instructions’. The "2-T sheet" is concerned with, among other
things, the number of employees (by category) and the amount of payment, together with the other
information such as work time utilised, labour productivity and also the numbers of hiring and firing of
the personnel in agiven time period. The "2-T sheet” is compiled monthly but obliged to be reported to
the Goskomstat on a quarterly, half yearly and yearly basis. As can be easily guessed, this report is
basically of a"self-report" nature and consegquently could possibly, and often actually, be heavily biased.
So-called "Dead soul" was not a history but a day to day reality in the Soviet enterprises work force
management. Nevertheless, this was the sole available source of employment statistics.

As one of the survey results, the following statistical collection was published: Goskomstat RF,
Employment of the Population of the Russian Federation in 1992, Moscow 1994, 115 pages (in Russian).

According to this, in October of 1992, the total number of the economically active population (EAP)
was 73 million, out of these, those employed were 69.4 and those unemployed were 3.5 (p.11). This
number for unemployment istotally different from the FES data. The number of registered unemployed in
the latter data of the same time was only 442 thousand, which is about eight times less than the former.
Even if wetake, asthe second indicator of unemployment, also from the FES data, the number of jobless,
who applied to a job center ,which is 982 thousand, it is also 3 to 4 times less than those from family
budget survey figures. Needlessto say, the family budget figureis considered to be far closer to thereality
and the amount of registered unemployment in the FES data represents only the tip of the iceberg.
Unfortunately, however, an extensive family budget survey has not so far been carried out.

In addition, this family budget survey figure for unemployment, it must be stressed, also has
difficultiesin identifying "real" unemployment because the "gray" zone is not specified in this survey. In
other words, the real targets are not captured by the dichotomy of employment and/or unemployment and
obviously athird "gray" area does exist between these two.

There are other data suggesting the volume of hidden unemployment, i.e. the data on "partial
employment". These are based on reports from enterprises which the Goskomstat began collecting first
tentatively in 1993 and from then on regularly. Thisis exactly the form called “ 1-T” ( in Russian,
commonly abbreviated as“ Adin-te’ , i.e. No.1-labour).

4. Official sources and their shortcomings.
4-1.0fficial data sources of "hidden unemployment"



As has already been mentioned, since 1993 as an official data sources, two categories of "hidden
unemployment" have been identified, namely “ shorter working time (day or week)” and*“ the number of
forced leaves” . These figures are obtainable from the report form "No.1-T"

Form "Nol1-T" consists of four sections. Table 1 requires the basic data on the amount of employment
on an average yearly basis. Table 2 is concerned with the labour turnover and anticipated dismissals.
Table 3 (or Reference 1 asthey literary put it) shows the amount of working hours, shorter working hours
and forced leave. Lastly Table 4 (or Reference 2) shows the amount of contract workers and double
workers (i.e. those having a second job which is officially permitted and registered). Apparently, the basic
information on partial employment or “ hidden unemployment” is derived from Reference 1 which is
gathered every month.

The form and questionnaire of the form “ 1-T” have been subject to changes almost every year and
the current form (1996-7) has 31 questions. Goskomstat has published these dataregularly in the monthly
“ Socio-economic conditions of the Russian Federation” , sole official sources for economic analysis on
amonthly basis. Tables 2 to 4 have been taken from these publications. Let us take a closer ook at the
results and figures the Goskomstat supplies for us concerning the amount of “ hidden unemployment”

Table 2 has data which show the number of industrial enterprises which employed shorter working
hours by branches of industry, and with breakdowns by reasons. According to these reports, in 1994,
4777 enterprisesworked shorter working hours with two hundred eighty million man-days|ost. More than
half of the reasons for relying on shorter working time are reported to be “ difficulties of realization” .
Among the branches using shorter working hours, machinery & metal processing , light industry and
chemical and petro-chemicals are identified asthe “ big three” . The first one, the machinery & metal
processing branch alone comprises nearly 58% of total work time lost. From this, one can easily guess
that the “ hidden unemployment” lies most densely in this industry.

The second form is “ the number of forced leaves” (partially paid or totally unpaid leave). Table 3
shows this together with shorter working time in 1995 by monthly breakdown. According to this, every
month in Russian industry, from 1.6 to 3.0 million workers were obliged to be on forced leave and their
average duration per worker is reported to be from 8 to 13 days. Table 4 has an equivalent data for July
1996 and other similar tables could be obtained from the Goskomstat publications.

Using these reporting forms and figures obtained from them should undoubtedly be regarded as a
great advance for the quantitative measurement of the "hidden unemployment” in industry. These
findings, however, are not free from serious defects and give rise to other problems.

4-2.The problems of coverage

One of these shortcomings is the problem of coverage. First is the coverage of economic branches. So
far industry is the most well-researched branch of the economy, others remain almost untouched. But,
needless to say, other branches such as construction and transport are also heavily affected by these
“ emergency measures” and also the “ science and research” areais counted asa*“ notorious case”’
with respect to“ forced leave” . Second, the coverage of territory and regions. About this aspect, thereis
no explanation that has been found, at least by the present author.

4-3.The problems of the quality of reporting by enterprises

Third, the problemsof the® depth” of the research or the problemsof “ representation” . Some of the
enterprises in lwanovo and Kostroma which | visited confessed that they did not report to the local
statistical office. Obviously they had no incentive or binding obligation to do this. Thiswaswhat | found
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at the plant level and this experience leads me to doubt substantially the quality of the data published. In
addition, many of the machine building companies | visited, found it difficult to count and record all the
“ lost” timein quite an unusual situation where production was almost stopped, machines stayed idle,
and workers were tacitly advised better not to appear at the plant. In other words, the normal economic
activity halted for along time and the enterprises were dead as an economic subject. What is rather
abnormal isthe fact that workers are not fired and their names remain on the payroll although they do not
work and do not receive pay.

Against this background, the statistical data published by the Goskomstat about the amount of
“ partial employment” or “ hidden unemployment” seems to be only the small tip of a huge iceberg
because, first of al, the amount reported istoo small. For instance, as Table 3 clearly shows, the number
of those workers who are working “ shorter working hours’ are from 3.6% to 4.4% and those with
“ forced leave” are from 3.2% to 5.9% depending on the month investigated. Put together, they
constitute, roughly speaking, 6% to 10% of all the workforce inindustry in 1995. Thisis simply too small
and almost unrealistic.

5. Regional labour market -- The case of Voronezh Oblast
5-1 The background

The reason why | feel it necessary to have a closer look at the regional settings of the problem is
simply because Russian regional differentiation is so vast that any simplified generalization based solely
onthe“ macro” statistics could be awfully misleading. Take, for instance, the unemployment rate
figures (hereafter abbreviated as UR). As Table 5 shows, at the beginning of 1996, UR in Moscow city
was 0.5%, whereasin lvanovo it was 11.9%. Thismeansthat it isnearly 22 times higher than in Moscow.
Table 6 also shows the dynamics of labour market indicators of some of the interesting regional
differences. One, of course, must admit that regional differentiation of UR isreally big in Germany and
in Italy aswell, and it istrue almost everywhere. Nevertheless, the size of the disparity istoo extensivein
Russia. Why ? Because the country is so big geographically. Thisis obvious. But that is not all that
concerns us.

The UR in Voronezh at the end of 1996 was 2.5%, which is 40% lower than the Russian average of
3.4%. In lvanovo, it was 11.1%. One can not escape the question, why in VVoronezh the UR was so low ?
Does this mean that in VVoronezh the problem of unemployment is not serious ? In order to clarify the
reasons, we have to be alittle more informed with the background to the problem.

Voronezh, which islocated 500km to the south of Maoscow, isfound in the very rich* Chernozemie’
(Black Soil) zone. Needlessto say, it is highly developed in agriculture. The capital, Voronezh city, at the
same time, developed as a key port for water transportation and it is well known that Peter The Great
constructed his first fleet for the Russian navy here in Voronezh (in 1996 the Russians celebrated its
300th anniversary). Industrial construction took its way under socialism in the nineteen thirties but
almost all was ruined at the time of the Second World War. But after the war, construction of new
industries like machine building and electronics found its outlet here on the left bank of the VVoronezh
Reservoir which flows quietly into the River Don. Asaresult, the Voronezh region is very well balanced
both in industry and in agriculture and as such, it isatypical regional town well developed as an industrial
town. Theratio of urban population is 61% whereasin Russiait is 73%, i.e. the degree of urbanizationis
lower than the Russian average.
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5-2* Shock” and after

Let us have a glance at what has happened since the “ Gaidar shock” . Industrial production fell
every year at a pace of 12-15%, and agricultural production also declined 10-20% each year with the
exception of 1993when 2 percent growth wasrecorded. Whereasin Russiaas awhole, the pace of decline
sharply diminished in 1995 and also in 1996, in Voronezh it continued. This is connected with the
predominance of heavy machinery and the defense industry which was harder hit than any other branch.
And also in Voronezh, the export related industries have not been strong enough to pick up the momentum
of upward movement.

The overall situation of labour resources in the Voronezh region is shown in Table 7. The absolute
number of labour force has decreased by only a small margin but the amount of employment declined
14%, from 1.16 million in 1991 to 1.05 million in 1996. Those training in education increased a bit but
those unemployed increased more than two times, namely from 110 thousand in 1991 to 250 thousand in
1996 (* Voronezh Obl. in figures, 1991-1996" ,1997). The number of unemployed registered at the local
(oblast) employment service grew extremely rapidly. It was 5900 in 1992 but grew 4.7 times, to 28
thousand at the end of 1996 and the UR became 2.6%. It is much lower than the Russian average but
according to the estimate on the basis of the ILO method, the total unemployment is 89 thousand and the
UR is estimated as 8.1%. This gap between those “ registered” andthe” ILO” based unemployment is
exceedingly wide and suggests the existence of “ hidden unemployment” greater in Voronezh than other
regions. The difference of unemployment figure between “ registered” and “ ILO” ones may be
regarded as one of the sources for “ guesstimating” the size of “ hidden” unemployment.

5-3“ Laboratory”

In order to grasp the situation in reality, we must first examine what is inside the registered
unemployment figures, sinceas a“ solid” statistical sourceswe have to rely on this as much as possible.
To meet this objective, | chose VVoronezh Oblast as a case study target region. There were two reasons for
this. Oneisthe “ representation” as we described above. Secondly, in Voronezh, a special research
activity has been conducting by the Oblast Center of the Employment Service. Here, perhaps, some words
are due.

Oblast Employment Center organized a“ Laboratory” , i.e. aresearch team to be engaged in the
analysis of regional labour market development in general, and more specifically the behavior of some
social groups in the labour market, for example unemployed women, young unemployed and so on. This
laboratory was also obliged to submit basic information and areport on the regional labour market to the
regional administration and also to compilean“ Employment Program” which was obligatory for all the
regions and the towns by the “ Employment Law” . Thus the work was one of a combined nature with
scientific research and administrative work but still it provides valuable information, which was made
possible by quite a unique research effort organized by the local organs in Russia.

In 1994 and 1995, the Laboratory carried out research projects two times. One was sociological
research using a questionnaire addressed to about 700
registered unemployed. The other was based on the collection and analysis of the massive statistical
report form of “ 1-T” filled by the enterprises and gathered by the local Goskomstat organs (see section
4-1 above).

5-4 Findings
The outline of the findings of this research are summarized as follows,
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1)The number of registered unemployed is steadily increasing, namely from 3775 in the first quarter of
1993 to alittle more than 18 thousand in the fourth quarter of 1995. A growing tendency to use the term
of unemployment is also observed.

2)Nearly 80% of those registered unemployed are women.

3)The average amount of monthly unemployment benefit measured as a percentage of average monthly
wages declined from 32% in 1994 to 29% in 1995. And in 1995, the delay of payments began. (In the first
half of 1997, in one third of the region the delay is more than six months, one third is three months and
the remaining one third is less than three months. This is what was revealed when the present author
visited the Obl.Center in early September of 1997).

4)The number of those unemployed who were sent to vocational training increased in 1995 from 1589
persons in the first quarter to 4266 persons in the third quarter.

It istrue that these trends are commonly observable throughout Russia but here in Voronezh, in
connection with the socio-economic features of this region mentioned above, some other characteristics
are added , namely;
5)In these two years, there appeared a number of symptoms of agrowing “ firing” by the enterprises of
the cadres which was strongly withheld before. The problem of placement of the middle or older work
force became more acute than ever.

6) The unemployment rate in Voronezh is lower than the Russian average by two thirds but, because of
the lower level of mobility, the degree of hardship of the unemployed may not be lower.

7)Asone of the possibleindicators of the* hardships of unemployment” , the attitudes of the unemployed
towards a selection of aprofession offered could be utilized. Interestingly, these are also changing. Let me
simplify the problem by identifying three different types of answers; | will take, first “ any profession”
if any is offered, second “ only the same profession as the previous one” and thirdly “ any profession,
provideditiswell paid” . Between April 1994 and September of 1995, within one and half years, thefirst
type showed a slight growth, second a slight decline and the third one grew by about 5% (do.,p.11).
8)Needless to say, the most serious problem facing the unemployed is one of

economic hardship. But, at the same time, a separation from the members of the former work group
causes substantial socio-psychological difficulties on the side of the respondents.

9)In terms of the income and its structure, the weight of unemployment benefit they receive grew by 30%
and the weight of the incomes from their second job and home gardens (by selling the product they grew
in their private plots) also increased. This indicates, on the one hand, an increased adaptability to the
market economy and, on the other hand, a decrease of total income.

These are the major findings made by the Laboratory’ s monitoring research in 1994 and 1995. This
trend is also identified in 1996 and 1997 in a more intensified way and, paradoxically enough, in the
environment where the number of registered unemployed has been decreasing, as will be indicated soon
below. The point the present author would like to stress is that the lower level of the unemployment rate
in Voronezh than the Russian average does not mean a lower level of hardships experienced by those
unemployed living in Voronezh.

5-5 Declining unemployment ?

Returning to the general labour market situation, a significant change in the dynamics of the number
of the registered unemployment emerged. From the second half of 1996, asisindicated in Table 8, it
started declining. Aswas already suggested in the first part of this article, this could be simply regarded
as the reflection of the Russian overall trend in the VVoronezh regional |abour market. The macro-
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economic performance in Russia became markedly better from the spring of 1995. The rate of inflation
and therate of exchange became more stable and the pace of decline inindustrial production considerably
slowed. And the decline in the number of unemployed started from the second half of 1996, a year later
than for inflation.

But, it must be remembered, in Voronezh Oblast., the pace of industrial decline continued in 1996 and
also in thefirst half of 1997 at the pace it was earlier, i.e. at the pace of 15% per year. Thereis no sign
of “ stability” inthisregion. In spite of all this, the registered unemployment started decreasing as took
place in the Russian average. So the problem is; what is happening behind these figures ?

This decline in the number of the registered unemployed is obviously

connected with the revision of the definition of “ registered unemployment” .
In the revised “ Employment Law” , those graduated from educational
institutions and newly entered the labour market were to be excluded.

But this explanation is not enough. According to the Oblast Employment Service, the following three
points should be noted as the factors contributing to the decline in the number of registered unemployed
in this region. First, the fact that the level of unemployment benefit is too low and the delay of payment
substantially reduced the incentives for those without jobs to register. Second, the increase in the job
search by private channels which reflects the diminishing role of the employment service. Third, the
increase of “ hidden employment” in the form of “ shuttle traders’ or temporary employment in
construction and services, which is welcome both by employees and employers for understandable
reasons. Unfortunately, however, these don’ t provide reliable data, and they are too poorly supported
financially to initiate any serious research project on these key issues.

The key factor in thisareais again the“ hidden unemployment” . The city employment center gathers
dataon “ forced leaves” and “ shorter working hours’ based onthe“ 1-T' form. Table 9 shows the
amount of these elementsfor April to July of 1997, gathered from 50 to 70 enterprisesin five wardsin the
city of Voronezh. The average percentage of those “ hidden unemployed” against the total employment
is more than 60%. It means that nearly two thirds of the work force who are still kept on the pay-roll are
virtually unemployed. Thisisonly apart of “ officially registered hidden unemployment” and “ thefull
number” of them are, asis easily guesstimated, well beyond this level.

5-6 Private sector absorption potential

How about the “ potential” for absorbing the surplus labour in this region. First comes the private
sector employment which is expected to be generated by small scale enterprises thanks to the
liberalization policy. On the 1st of January 1997 in VVoronezh Oblast, there existed eleven thousand small
scal e enterprises which employed 100 thousand people, comprising about 10% of total employment in the
region. Out of 100 thousand, 84 thousand people are working on a permanent employment basis. The
average number employed per enterprise is about eight persons (“ Voronezh Oblast in figures 1997” ).

The total amount of employment in this sector grew constantly in the first half of the nineties but in
1995 the growth came to a standstill and consequently the absorption potential in the labour market
became very low. Thisis due not to the lack of entrepreneurship of the population but to the shrinking
purchasing power in the market at large.

Concluding remarks
Here, we should go back to the initial question, i.e. the relevance of the Goskomstat figures on
“ hidden unemployment” . The monitoring carried out by the Voronezh Oblast Laboratory for the
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Regional Employment Center strongly suggests that the real situation is much worse than the Goskomstat
figures suggest. We should be, needless to say, careful about the dangers involved if we extrapolate the
figures of regional “ hidden unemployment” directly to the national level. Nevertheless, we can fairly
conclude that Goskomstat figures on “ hidden unemployment” are very far from reality.

We have tried to find a more realistic picture of what the “ hidden unemployment” meansin
contemporary Russia ? We have, however, to confess that there are so many unanswered guestions such
as; why do the Russian firms continue to hoard labour ? ; is structural perestroika possible without mass
unemployment ? etc. Apart from the problems involved in the statistical measurement of unemployment,
these problems need further examination which is far beyond the scope of the present paper. These
matters constitute the next topic for serious examination by the author.

(Tables printed at the end of the text).

References
1)D.M.Nuti; “ Fighting Unemployment in Transitional Economies” ,
Moct-Most 6:p.39-55,1996
2)Simon Commander, Ruslan Y emtsov:
Russian Unemployment. Its Magnitude, Characteristics, and Regional Dimensions. World Bank EDI,
Policy Research Working Paper No. 1426, February 1995, pp.44
3)Simon Commander and F.Coricelli, Eds. Unemployment, Restructuring and the Labour Market in
Eastern Europe and Russia, EDI, World Bank,1995
AHartmut Lehmann: Active Labour Market Policies in OECD and in Selected Transition Economies,
World Bank EDI, Policy Research Working Paper No. 1502, August 1995, pp.83
5)Clarke, S. Management and Industry in Russia: Formal and Informal Relations in Transition,
Cheltenham, Edward Elgar, 1995
6)Clarke, S. Labour Relations in Transition: Wages, Employment and Labour Relations in Russian
Industrial Enterprises.
Cheltenham, Edward Elgar, 1996
7)Boeri,Tito; “ Transitional” unemployment,
Economics of Transition. 2(1),1994
8)Ohtsu, Sadayoshi;(all in Japanese)
Recent Developments in the Russian Labour Market in 1992-3,
Kobe Daigaku, Kokumin Keizai Zasshi,170(4),0ct.,1994
8a)do,Labour Market and Anti-unemployment Policy,
in Economies of the Slavic World, Kohbundo Pub., Tokyo,1995
8b)do,L abour and Employment Statistics in Transition Russia,
Kobe Daigaku, Kokumin Keizai Zasshi,173(6),Aug.,1996
8c)do,Machine Building Industry in Transition Russia,
Tokyo Daigaku, Skakai Kagaku Kenkyu, 48(3),0ct.1996
9)EUROSTAT,OECD,CCEET, Employment and Unemployment in Economies in Transition.
Conceptual and Measurement Issues, Paris,Luxemburg,1993,



14

10)Igor Chernyshev (Ed.), Labour statistics for a Market Economy, Challenges and Solutions in the
Transition Countries of Central and Eastern Europe and the Former Soviet Union CEU Press, 1994,
pp.339

Fig.1 Russian Concept of Unemployment and "gray zone"

I\ Unemployed, receiving benefits
Registered Unemployment official unemployment
Uhemployed Unemployed., jobseeking
} official hidden
ray zone Shorter working hour, forced leave (reported) unemployment

Officially employed but frequently nowork-nopay

Fully employed official employment




Table 1 Labour Market Indicators,Russian Federation,1991-1997

(Thousands,End of each year,mont|

Job seeker|Reg.unemp.{Benefit | Vacancies] Total unemp.
1991 12 469 62 12 841 -
1992 6 780 203 108 398 -
1992 12 968 578 371 307 -
1993 6 1003 717 471 519 -
1993 12 1085 836 646 342 -
1994 6 1516 1260 1042 374 -

1994 12 1879 1637| 1394 326 5478

1995 1 2041 1711 1457 311 5516

2 2096 1839 1577 316 5670

3 2166 1921| 1654 329 5630

4 2220 1986/ 1709 368 5660

5 2236 1993 1730 405 5682

6 2241 2003| 1727 445 5705

7 2282 2048| 1764 454 5676

8 2334.5 2097.7| 1811.7 4595 5733

9 23447 2104.2| 1820.6 446.5 5800
10 2398.7 2142.1| 1853.7 404.1 -
11 2491.3 2227.7| 1932.4 352.1 -
12 2548.9 2327.0 | 2025.9 309.3 -

1996 1 2702.3 2417.7| 2099.0 294.2 6100.0
2 2872.9 2567.5| 2230.1 2875 -
3 2974.1 2675.6] 2337.2 286.6 -

4 3064.4 2771.1| 2426.8 308.6 6500.0

5 2970.3 2694.0 | 2392.3 326.9 6600.0

6 2866.8 2605.3| 2356.3 346.4 6700.0

7 2817.0 2557.6] 2329.3 350 6700.0

8 2778 2525 - 343 6700.0

9 2725 2470 - 333 6700.0

10 2724 2451 - 341 6700.0

11 2742 2460 - 274 6800.0

12 2751 2506 - 255 6800.0

1997 1 2789 2516 - 257 6900.0

2 2825 2554 - 263 6900.0

3 2809 2550 - 273 7000.0

4 27748 25241 22497 318 7000.0

5 2650,3 24119| 21295 334 6900.0

6 2534,3 2299,7| 20309 353 6700.0

7 24523 2218,0/ 1957,8 385 6600.0

8 23825 21497 1896,1 407 6500.0

9 2298,2 2063,3| 18210 415 6400.0

10 2256,3 2011,8| 17774 397 6400.0

11 22425 19959| 1764,3 379 6400.0

12 2202.5 1998,7| 1771,1 369 6400.0

Sources:State Statistical Committee," Social-Economic Conditions,RF"*,Each Month

Definitions;

Job seeker =Number of job seekers without job
Reg.unemp. = Number of registered unemployment

Benefit =

Number of unemployment benefit receivers

Vacancies =Number of vacancies offered through employment cente
Totalunemp.: Total unemployment is an estimate by ILO method
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Table 2 Number of enterprises worked short hours and lost time,
with break downs by reasons (%), by branches, 1994

Short.work | Total work Reasons for short.work
Branches Numb.entprs| time lost |Difficlt.realiza.|[Lack of materials|
unit) 1994 averg. |Thosd.man/d % %
All Industies 4777 280809 52.6 34.5
Fuels 42 1540 55.4 29.7
Iron and Steel 74 8936 46.2 30.0
Non Ferrous Metal 42 3175 74.9 21.6
Chemical & Oil Chemical 234 19494 64.7 26.1
Mashinary & Metal Proces 1506 163522 54.4 28.4
Timber Proc.,Paper 534 11829 40.1 53.5
Contruction Material 506 7495 66.2 28.3
Pottery, 36 1651 68.9 22.9
Light Industry 933 52257 43.4 52.7
Food 656 7468 41.8 52.2
Micro biology 14 562 72.1 24.8
Milling, 73 655 67.3 31.0
printing 47 324 42.8 455
Electric Energy 6 134 22.4 16.4

Sources:State Statistical Committee,"Social-Economic Conditions,
No0.12,1994",1995,Moscow,p.138-9
A)Number of enterprises with shorter working hours,1994 average
B)Total work time lost, Thousand man/days Reasons for shorter working hours,
C)Difficulties in realization

D)Lack of materials

(Table 3) Imperfect Employment in Russian Industry,1995
1995 Ng?(?g;fflv\gfkr Ifgism Numbel‘;;)\;‘eforced Duration of forced leave
Month 1000 % 1000 % |Mill.man/dayy per workers
1 2042 4.0 3001 5.9 25.2 8
2 2126 4.2 2057 4.0 234 11
3 2244 4.4 2466 49 28.1 11
4 2012 4.0 1858 3.7 15.6 11
5 1903 3.8 2608 5.1 24.6 9
6 1991 3.9 1868 3.7 21.4 11
7 1835 3.6 1628 3.2 19.1 12
8 1849 3.7 1624 3.2 20.9 13
9 1900 3.8 1793 3.5 20.4 11
10 1803 3.6 1621 3.2 19.3 12
11 1940 3.9 2129 4.3 21.3 10

Sources:State Statistical Committee," Social-Economic Conditions,RF,1995",1996,Moscow,p.243-.



Table 4 Distribution of partial emplymnt by branch,as of July,1996

Number of workers in Number of forced
shorter work days leave

Share of wrks Share of wrks
Unit thousand % thousand %
National economy 3292 6.8 6087 12.7
All industries 2140 15.2 4276 30.3
Chemical & Oil Chemical 123.0 12.7 318.4 32.3
Mashinary & Metal Proces 1230.4 26.9 1895.7 40.4
Timber Proc.,Paper - - - -
Contruction Material 64.6 10.0 249.8 38.0
Pottery, 12.3 10.7 32.8 27.9
Light Industry 243.7 27.0 533.1 56.8
Food - - - -
Transport 633.2 17.6 336.8 9.4
Communication 32.7 4.1 2.7 0.3
Construction 225.9 6.8 856.3 25.7
Commerce & pub.catering 38.7 1.7 79.6 3.5
Distribution&sales 11.2 3.3 29.5 8.7
Procurement 6.7 5.7 10.3 8.8
Household Services 25.8 1.2 74.0 3.5
Scienceg&it's services 104.9 8.9 148.3 12.6

Sources:State Statistical Committee," Social-Economic Conditions,N0.6,1996",1996,Moscow,p

(Table 5) Regional Differences in Unemployment Rate,etc
Unemp.ratgl Tightness | Av.duration| Chron.uemp
(Unit) % numb.persons| Months %
Russian Federation 3.7 10.4 6.3 15.1
(Upper 10 regions)
Republic of Chuwashi 8.0 36.1 6.4 13.4
Kostroma obl. 8.1 314 6.0 11.3
Jaroslavr obl. 9.0 26.6 7.0 21.1
Arkhangerisk obl. 9.2 25.5 6.8 19.5
Puskov obl. 9.2 70.2 7.4 23.4
Karmykia Rep. 9.5 87.8 7.2 19.5
Vlagimir obl. 9.6 32.2 6.7 18.0
Udmurt Rep. 9.6 41.8 6.6 17.1
Ilwanovo obl. 13.7 169.5 6.5 155
Ingushi Rep. 22.0 489.9 12.1 59.9
(Lower 10 regions)
Moscow city 0.6 0.9 5.2 8.0
Orenburg obl. 1.1 3.3 5.3 9.1
Smorensk obl. 1.1 5.5 4.2 4.2
Ripetsk obl. 1.2 2.2 5.7 10.3
Bergorod obl. 1.2 6.5 5.0 45
Sakha Rep. 1.2 7.1 4.8 7.6
Rostov obl. 14 4.3 5.4 8.0
Tatarstan Rep. 1.6 9.0 5.9 13.3
Kursk obl. 1.7 9.3 5.2 9.1
Bolgograd obl. 1.8 6.3 5.3 9.7

Definitions;

Unemp.rate = Registered unemployment divided by economically active population
Number of reg.unempl.divided by vacancies offered
Average duration (months) of unemployment

Tightness =
Av.duration=

FES,Regional Unemployment Monitoring,Moscow,1996,p.4

Chron.uemp = Share of chronicle unemployment (over one year)
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(Table 6) Russian Unemployment Rate and Tightness of Labour Market by Region, 1995, 96, 97(1-4)

18

Unemployment.Rate 1995 1996 1997
Date (day, month)| 1.01| 104 107| 110] 101]| 104| 107] 110] 101| 102] 103| 1.04
Russian Federation 2.2 2.6 2.7 2.8 3.2 3.7 3.6 34 34 35 35 35
lvanovo obl. 8.8 99| 103| 107] 119] 137 133] 121 111 108] 106 9.9
Moscow city 0.3 0.4 0.4 0.4 05 0.6 0.7 0.7 0.8 0.8 0.9 0.9
Voronezh obl. 1.2 1.5 1.6 1.8 2.0 2.4 2.5 2.5 2.5 2.5 2.6 2.6
Tightness of LM 1995 1996 1997
Date 1.00 [ 104 107| 110] 101 104| 107] 110] 101| 102] 103] 1.04
Russian Federation 5.8 6.6 5/ 53 82| 103 8.3 82| 108| 108] 107 103
lvanovo obl. 1105 1117 803] 911 1584 169.5| 1459 131.6] 187.2]| 1952 193.6| 1519
Moscow city 0.4 0.6 0.6 0.5 0.7 0.9 0.9 0.9 1.2 1.2 1.2 1.2
Voronezh obl. 2.7 35 2.7 2.5 4.4 5.8 4.6 5.2 79 8.2 8.5 8.0
Federal Employment Service, "Monitoring of Unemployment”, each year.Moscow
Tightness of LM is defined as the number of jobseekers per vacancy
(Table 7) Population, labour resources in Voronezh 1991-96
Unit 1991 1992 1993 1994 1995 1996
Population, all 1000 24746 | 24846] 24985| 25069 ] 2499.1
Urban 1000] 1526.3 | 15311 ] 1536.2| 1542.6 | 15434 | 1545.9
Rural 1000] 848.3 956.5 962.3 964.3 960.4 953.2
Voronezh City 1000] 902.2 903.3 904.6 907.8 909.0 910.1
Natural growth (+,-) 1000 -3.7 -49 -8.1 -8.5 -8.3 -8.4
Mechanical increase 1000 17.7 32.0 30.6 29.6 20.6 20.3
LABOUR RESOURCES 1000] 13756 | 1376.6] 13844 | 1357.7] 13605| 1359.2
Employed 1000] 1169.6 | 1153.1] 11238 | 11029 ] 1048.3| 1005.7
Learning 1000 95.6 94.0 92.0 97.9 98.0 97.8
Unemployed 1000] 1104 129.5 168.6 156.9 214.2 255.7
Labour Market
Total Unemployment 1000 20.6 49.2 54.0 62.9 88.8
% to econ.actv.pop. % 4.4 4.2 4.7 5.7 8.1
Registered Unemploymer 1000 5.9 5.4 10.2 194 28.4
% to econ.actv.pop. % 0.5 0.5 0.9 1.7 2.6
(branch composition,etc.)
Employed 1000] 1169.6| 11531] 11238 | 11029 ] 1048.3| 1005.7
in Industry % % 29.5 28.6 28.7 26.7 25.3 24.1
in Agriculture % 19.3 20.3 20.7 19.6 19.3 19.0
in Trade, p.caterng % 7.9 7.7 8.2 9.3 9.9 9.3
Average Wages,1000 1000 rubl. 0.5 41 40.9 140.1 294.6 507.2
Average monthly pension|1000 rubl. 0.4 3.2 25.8 103.3 203.2 249.6
Number of Pensioners 1000] 700.8 721.0 744.4 757.7 761.4 764.8

Voronezh Goskomstat, ""Voronezh in Figures in 1996'",1997



Table 8) Labour market indicators in Voronezh Obl.
(in thousands, at the end of each period )

date Job seeker|Reg.unemp| Benefit |Vacancies| Totlunemp
1992 12 52.6
1993 1 49 4106
1993 11 7.0 5.3 3.9 5904 49.4
1994 6 11.1 9.5 8.2 - -
1994 12 16.8 14.3 12.9 6215 58.7
1995 1 20.9 15.8 14.1 5155 -
2 20.5 17.1 155 5116 -
3 20.9 17.6 16.3 6041 -
4 21.6 18.0 16.8 6700 -
5 21.8 18.4 17.3 7525 -
6 21.9 18.8 17.6 8197 -
7 22.9 19.9 18.6 7208 -
8 23.7 20.8 19.5 7417 -
9 23.7 20.7 194 9651 -
10 24.2 21.1 19.8 8658 -
11 24.8 21.9 20.6 7446 -
12 25.5 23.2 21.7 5733 -
1996 1 27.6 24.7 23.1 4454 -
2 29.8 26.8 24.7 4588 -
3 31.7 28.1 26.1 5459 -
4 34.2 30.1 28.4 4990 -
5 34.7 30.3 295 5950 -
6 33.3 29.1 28.9 7204 -
7 32.6 28.9 28.6 7069 -
8 33.1 28.9 28.9 6663 -
9 324 28.6 28.5 6216 -
10 31,9 28,1 28.1 4668 -
11 32,1 28.3 28.3 4439 -
12 32.1 28.9 28.9 4047 -
1997 1 325 29.1 29,0 3964 -
2 32.8 29.6 29.6 3856 -
3 32.6 29.6 29.6 4063 -
4 32,4 29,3 29,3 4307 -
5 31,3 28,3 28,3 5735 -
6 28,7 26,7 26,7 4901 -
7 28,3 26,5 26,5 4915 -
8 28,5 26,6 26,6 5111 -
9 274 26,1 26,1 5808 -
10 26,5 251 251 5189 -
11 252 24,0 24,0 4718 -
12 23,2 22,5 22,5 4764 -

Sources:State Statistical Committee,"Social-Economic Conditions,RF"*,Each Month
Definitions;

Job seeker = Number of job seekers without job

Reg.unemp. = Number of registered unemployment

Benefit = Number of unemployment benefit receivers

Vacancies = Number of vacancies offered through employment center
Totalunemp.= Total unemployment is an estimate by ILO method



(Table 9) Forced leave and shorter working hours used in some entet
in the city of Voronezh, April - July 1997
Total av.m| Forced Iv] Shorter wh Numb.ent.
A B C B+C=D | D/A=%
April, 1997 57217 9855 24849 34704 60.7 74
May,1997 55494 12221 24302 36523 65.8 71
June, 1997 56713 15795 20638 36433 64.3 54
July,1997 59925 14787 24016 38803 64.8 68

From the first hand materials at the Voronezh City Employment Center

(definition)

Total av.m,= Total average monthly employment

Forced Iv = Forced leave
Shorter wh= Shorter working hours
Numb.ent. = Number of enterprises reported in 7 wards in the city
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