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TRENDS AND CHALLENGES OF SOCIO ECONOMIC DEVELOPMENT

The unexpectedly lengthy oil price rally has become a burden not only 
for many developing economies (due to a rise in retail prices and to the 
emergence of a double defi cit – of the budget and of the foreign currency 
account), but also for the RF Ministry of Finance. On the one hand, the higher 
the price of oil, the more ac  ve the various interested par  es’ a  empts at 
ge   ng exempt from the budget rule. On the other hand, the Russian oil com-
panies have become increasingly pushy in raising new claims for large-scale 
tax rebates in exchange for their promise not to reduce oil produc  on and 
not to increase gas prices at the pump.    

 In November, when the renewed US sanc  ons against Iran will come into 
force at last, the upward pressure on the oil market will possibly come to 
an end. Moreover, if it becomes clear that most of the buyers do not refrain 
from purchasing Iranian oil (or if China sharply increases its purchases at the 
expense of some other importers, while at the same  me compensa  ng for 
the recently discon  nued oil supplies from the USA), the expected supply 
shor  all will fail to materialize, thus not only pu   ng an end to the current 
escala  on of oil prices, but even resul  ng in a major reversal of that trend. 
Though they are defi nitely not the only factor determining a price imbalance, 
geopoli  cal threats represent the most important one among such factors. 
Therefore if the corresponding risks should prove to be manageable, the 
price balance will be restored at a much lower level.   

 The authors of the studies targe  ng the crisis phenomena taking place in 
the developing markets have come to the conclusion that the sanc  ons and 
the uncertainty concerning future geopoli  cal tensions can be perceived to 
be a weighty factor in the evalua  on of Russian assets. These phenomena 
are related, in many respects, to the ongoing toughening of the developed 
countries’ monetary policies. However, according to our experts, the largest 
developing economies began to experience this situa  on when a  er having 
been faced with some serious internal imbalances, including huge external 
debt. In this respect, as far as the fundamental indices are concerned, Russia 
appears to look be  er than many other economies. The authors believe that 
this factor can make it possible for Russia to retain fi nancial market stability, 
if the Russian economy does not receive new severe external shocks.

 When assessing the situa  on in the Russian banking sector (as demon-
strated by the period-end results of the fi rst 8 months of 2018), our experts 
emphasize the fact that the main source of its resource base extension has 
been individual bank deposits. The amount of money kept in individual bank 
accounts and deposits increased by RUB 646bn, or by 2.5% (an increase of 
almost RUB 1 trillion in ruble-denominated accounts, and a $ 5.6bn equiva-
lent drop in forex-denominated accounts). However, the dynamics of these 
deposits should be characterized as rather subdued: household savings are 
growing at a very slow pace, while its indebtedness under credits is increa-
sing rapidly.     
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 Another crucial component of the banking sector’s resource base – the 
monetary funds of corporate clients – demonstrated, in the period under 
considera  on, an almost zero dynamics (although as recently as the end of 
last year its dynamics had been indisputably posi  ve). As far as the structure 
of this situa  on is concerned, the following observa  ons are to hand: the 
amount of money kept in the  me accounts of corporate clients increased 
by 1.5%, while the amount of money kept in their current and se  lement 
accounts decreased by 2.4%. The rise in  me deposits of Russian companies 
points to a shortage of suffi  ciently a  rac  ve investment projects, while the 
stagna  on of current accounts, as one of the indicators of economic ac  vity, 
refl ects an unstable dynamics of the economy as a whole.  

 The same indica  ons have been observed in the most recent (Q3 2018) 
business surveys carried out by Gaidar Ins  tute experts among the regularly 
monitored Russian industrial enterprises. Thus, industry has been faced with 
the most signifi cant shrinkage of demand for its products (not more than 60% 
of the surveyed enterprises being sa  sfi ed with its level), and their predic-
 ons of the level of future sales have been stably low since spring. In August, 

the weak demand forced the enterprises to reduce their producer prices, but 
then, as early as September, they once again began to increase the prices for 
their products in response to the ruble’s weakening.

 63% of industrial enterprises would prefer the ruble to strengthen in order 
to reduce their costs, while 54% of them believe that a stronger na  onal cur-
rency would boost investment ac  vity. Nevertheless, our experts are certain 
that industry’s adapta  on to the fl oa  ng exchange range of the ruble (espe-
cially when accompanied by its moderate devalua  on) has already taken 
place. This conclusion is equally true with regard to the availability of credit 
resources: between 66% and 69% of enterprises have con  nually assesses 
their availability as ‘normal’. At the same  me, in Q3 2018, 89% of industrial 
enterprises had enough funds to service their loans.     

 When analyzing the consequences of the recent decision to raise the 
re  rement age, our experts consider the poten  al risks that may arise in the 
labor market in this connec  on. In their analysis they rely, among other data, 
on the results of a selec  ve labor market survey for 2017.

 It has been noted that the unemployment rate for those approaching 
the re  rement age (4.0–4.5%) is below the na  onal average employment 
rate, which last year stood at 5.2%, and it is even lower for those past their 
re  rement age (3.0–4.0%). The hidden unemployment rate for Russian 
pensio ners – that is, those who are not working and not looking for a job, 
but in principle would like to reenter the labor market – is likewise rather 
low. The rela  ve share of those dismissed from their jobs at the ini  a  ve of 
their employers (job cuts, company liquida  on) is highest for 50–54 year-
olds (16.59% for men and 18% for women), but in the re  rement age group, 
a dismissal at their employer’s ini  a  ve was cited as the main reason for 
their unemployment by only 3%. So the experts believe that the exit from 
the labor market is the result of their voluntary decision for an overwhel-
ming majority of pensioners, and the re  rement age is considered to be the 
marker of a career end for both par  es involved (that is, the employees and 
employers alike). A  er the re  rement age is raised, this status quo is likely to 
be maintained, with the corresponding  me lag. 

 Overall, the risks emerging in the labor market are es  mated by the 
experts to be pre  y low. Firstly, due to the current demographic situa  on in 
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Russia, the working-age popula  on has begun to decline. Such a situa  on is 
going to last for approximately a decade, so the re  rement age raise during 
that period will produce the least tension in the labor market. Secondly, the 
unemployment rate is now at its historic low of the en  re post-Soviet period, 
which strengthens the posi  on of employees (seniors including) on the labor 
market. And thirdly, the rela  ve share of those employed at the enterprises 
where the principal owner is the State is high, and so the recruitment policies 
of these employers can be expected to change so as to promote, and not sup-
press, the working ac  vity of people approaching the new re  rement age.  
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1. SIGNS OF CRISIS IN EMERGING MARKETS:
MARKETS IN A LULL
L.Gadiy, A.Kiyutsevskaya, P.Trunin, M.Sherbustanova

US Fed’s monetary policy  ghtening has induced capital ou  lows from 
emerging economies, inducing, coupled with internal problems, serious fi nan-
cial instability in the markets of Turkey and Argen  na. Central banks have 
launched policies to arrest the plunge in the markets of developing countries. 
The achieved market stability may be short-lived, however.

The monetary policy of 
developed countries has moved 
into the ac  ve stage of mon-
etary  ghtening in 2018. The 
US Federal Reserve has started 
scrapping its monetary easing 
programs and raising the US Fed 
Funds Rate, and the mo netary 
authori  es of Ca nada, UK, euro 
region and even Australia also 
have embarked on  ghtening 
of their monetary policy. The 
target US Fed Funds Rate has 
already been hiked three  mes 
this year by a total of 0.75 p.p. 
(an increase of 0.75 p.p. in 
2017), and the gap between 
the rate and growth rates in 
consumer prices1 has been narrowed to its lowest value. At the same  me, 
the US consumer infl a  on con  nues to accelerate, thereby enhancing the 
likelihood of further monetary policy  ghtening (Fig. 1).

According to CME Group’s es  mates, another US Fed interest rate hike of 
0.25 percentage points to 2.25–2.5% will take place on 19 December 2018. 
As a result, the US Fed Funds Rate will acquire a posi  ve value in real terms 
by the end of 2018.

A  ghter monetary policy of developed countries makes their assets more 
a  rac  ve and therefore leads to decrease in capital infl ows into or increase 
in capital ou  lows from developing countries. There are extra risks arising 
from the US protec  onist policy. Mean  me, the US economy con  nues to 
accelerate, whereas biggest emerging economies are faced with decelera  on 
of economic growth. In Q2 2018, the US GDP reached a growth rate of 2.8% 
compared with 2.6% in the fi rst quarter (year-to-year). At the same  me, 
Turkey’s GDP increased 5.2% and 7. 3%, respec  vely, as Brazil’s was up 1.0% 
and 1.6%, respec  vely, and South Africa’s GDP rose 0.5% and 1.4%, respec-

1  Consumer price growth rates are measured by the Household Final Consump  on 
Expenditure defl ator used as infl a  on target by the US Federal Reserve Bank.
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Fig. 1. US Fed Funds Rate, consumer prices and US$ exchange rate
Sources: The US Federal Reserve System, the US Bureau of Economic Analysis (BEA), 

own calcula  ons.



7

1. Signs of crisis in emerging markets: Markets in a lull
17

(7
8)

 2
01

8

 vely. In this context, the US dollar has since May been strengthening against 
na  onal currencies of developing countries.

Developing countries with economies heavily reliant on foreign capi-
tal infl ows have turned out to be most vulnerable, plus they are faced with 
internal problems such as poli  cal instability (in Turkey) and small crop (in 
Argen  na). The devalua  on of na  onal currency was the most prominent 
issue facing developing countries: the Argen  nean peso – which lost 21.4% in 
September (down by 54.9% from September 2017) – ranked fi rst on the list of 
currencies that were hit hardest, the Turkish lira ranked second in September, 
pos  ng 6.6 and 45.3% respec  vely, the South African rand ranked third, 5.1 
and 11.4% respec  vely. The Russian rouble in the fi rst 25 days of September 
weakened by 2.2%, down 15.2% from December 2017.

A point to note is that biggest developing countries saw considerable 
internal imbalances at the  me of monetary policy  ghtening by countries 
with advanced economies. Besides double defi cit inherent to the majority of 
economies, Indonesia, Turkey and South Africa are also faced with substan  al 
risks of considerable foreign debt accoun  ng for 62, 52.8 and 49.7% of GDP, 
respec  vely. That said, Indonesia’s and South Africa’s short-term debt make 
up only 13.9% and 18.4%, respec  vely, of its total debt burden, whereas Tur-
key’s short-term debt cons  tuted 26.2% (Table 1). In addi  on, South Africa’s 
debt denominated in foreign currency account for 41.4% of its total debt, 
whereas Turkey’s and Brazil’s debt denominated in foreign currency repre-
sent 93.8 and 74.6%, respec  vely, thereby posing substan  al risks if their 
na  onal currencies depreciate.

Table 1
SELECTED MACROECONOMIC PARAMETERS 

FOR BIGGEST DEVELOPING COUNTRIES

BoP current 
account, as a 

% of GDP*

Foreign 
debt, as a 
% of GDP*

General 
government’s 

budget defi cit, as a 
% of GDP**

Dynamics of consumer 
prices, % change compared 

with the same period of 
2017***

Argen  na -6.0 54 -6.5 n/a
Brazil   -0.04 33 -7.8 4.2
India -2.3 20.3 -6.9 3.7
Indonesia -2.0 62.0 -2.5 3.2
China -0.5 n/a -4.0 2.3
Russia 7.9 32.1 -1.5 3.1
Turkey -7.9 52.8 -2.3 17.9
South Africa -6.3 49.7 -4.5 4.9

* data for Q1 2018, ** data for 2017,*** data for August 2018
Sources: IMF, World Bank, offi  cial websites of central banks, own calcula  ons.

Capital ou  lows and na  onal currency deprecia  on have aff ected the 
capitaliza  on of security markets in most of developing countries. Argen  na 
has most expectedly the deepest decline in the MSCI (Morgan Stanley Capital 
Interna  onal) index (44.8% at the end of December 2017). In the fi rst nine 
months of 2018, the MSCI lost 16.9% in Turkey, 11.3% in Indonesia and 9.8 
and 9.7% in South Africa and China, respec  vely, as measured in the same 
manner.

Unstable forex and security markets as well as higher infl a  on expecta  ons 
have prompted central banks of developing countries to raise the benchmark 
interest rate despite further decelera  on of economic growth. Argen  na and 
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Turkey have shown the highest increase in the benchmark interest rate. The 
monetary authori  es of India, Indonesia, Mexico and even Saudi Arabia have 
raised the benchmark rate as well (Fig. 2).

 almost synchronous  ghtening of the monetary policy at developing 
countries managed to arrest the plunge in security markets and na  onal cur-
rencies. Money markets of most countries stabilized at the end of September. 
The achieved equilibrium, however, may be short-lived because many coun-
tries are s  ll faced with problems related to their considerable foreign debt, 
budget and current account defi cit, while US interest rate hikes are most like-
ly to con  nue.

Note that Russia also has been hit by sell-out of assets of developing coun-
tries, but sanc  ons and uncertainty surrounding further development of geo-
poli  cal tensions remain Russia’s country-specifi c problem, thereby increa sing 
the risk premium on Russian assets. At the same  me, Russia seems to hold a 
stronger foo  ng with regard to fundamental economic indicators compared 
with many other economies (Table 1). This allows one to expect that Russian 
money markets will be stable, barring new strong external shocks.
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Fig. 2. Benchmark interest rates in biggest developing countries
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2. RETAIL BANK DEPOSITS: SLUGGISH DYNAMICS
M.Khromov

In the fi rst eight months of 2018 retail bank deposits turned out to be the 
primary source of expanding the resource base of the Russian banking sector. 
Retail deposits, however, posted almost the slowest dynamics over a long-
term period of monitoring. This is what restricts opportuni  es of the banking 
sector to steadily increase lending to the economy.

Total bank liabili  es in 2018 were characterized by a very low level of 
dynamics. In the period between January and August 2018, they increased 
only Rb 315bn1, or by 0.4%. The resource base of the Russian banking sector 
during that period relied mostly on retail deposits.

In the fi rst eight months of 2018, retail accounts and deposits increased 
Rb 646bn, or by 2.5%. Retail rouble accounts and deposits in Russian banks 
saw an increase of nearly Rb 1 trillion year to date. At the same  me, depo-
sits held in foreign currencies decreased in dollar terms by $5.6bn during the 
same period.

The period since 2018 has seen slow pace of growth in retail bank depos-
its. Excluding deposit ou  lows during the same period of 2014, the fi rst eight 
months of 2018 saw the slowest dynamics over the en  re period of monito ring.

Annual growth rates2 of retail accounts and deposits of Russian banks 
slowed to 8.1% as of the end of August (Fig. 1).

A retail deposit ou  low of Rb 141bn was recorded in August 2018 (includ-
ing a Rb 28bn decline in balances on retail rouble accounts and deposits and 
a $1.7bn fall in foreign currency holdings, in dollar terms). In August, January 
and May individuals withdrew more money from their accounts than they 
deposited.

Thus, the primary source of 
bank liabili  es – retail accounts 
and deposits – has since 2018 
been exhibi  ng an extreme-
ly sluggish dynamics. Russian 
households have accelerated 
their savings against the back-
drop of ac  ve growth in credit 
liability to banks for maintaining 
an acceptable level of consump-
 on amid stagna  ng real income.

In the fi rst eight months 
of 2018, another cri  cal com-
ponent of the resource base 

1  Figures for the dynamics of on-balance-sheet indicators are hereina  er presented 
with allowance for the revalua  on of foreign currency accounts, unless otherwise specifi ed.

2  As compared to the same date year over year.
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Fig. 1. Growth rates in bank deposits over 12 months, %
Sources: Bank of Russia, Gaidar Ins  tute’s es  mates.
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of Russian banks – corporate 
accounts and deposits – posted 
nearly zero dynamics. Howe-
ver, various components of cor-
porate accounts and deposits 
showed mixed dynamics.

For instance, in January-
August 2018 balances on cor-
porate current and se  lement 
accounts in banks contracted by 
Rb 195bn, or by 2.4%, including 
a decline of Rb 107bn (-1.7%) 
in balances on rouble accounts 
and $1.0bn (-3.3%) on foreign 
currency accounts.

Corporate fi xed deposits, by contrast, increased Rb 199bn, or by 1.5%, 
on the back of a Rb 275bn rise of rouble accounts and deposits, or by 3.1%, 
year to date. By contrast, corporate term deposits in foreign currencies saw a 
decline of $0.8bn, or by 1.1%.

Although balances on corporate accounts and deposits posted annual 
growth rates of 6.1% (compared to August 2017), most of the growth was 
seen during the last few months of 2017.

The recovery, since 2017, of growth in Russian corpora  ons’ term deposits 
with banks is indica  ve of a lack of suffi  cient number of a  rac  ve investment 
projects. The stagna  on of current accounts is an economic ac  vity indicator 
refl ec  ng that the economy is faced with an overall unstable dynamics.

An extra adverse factor for the dynamics of the resource base of Russian 
banks was the ongoing reduc  on of liabili  es to non-residents. In the fi rst 
eight months of 2018, foreign liabili  es of the Russian banking sector were 
reduced by nearly $7bn, or by Rb 450bn. However, the reduc  on of foreign 
liabili  es of Russian banks was overall off set by repayment of their foreign 
assets. In the fi rst eight months of 2018, foreign assets of the banking sector 
contracted by nearly $19bn, or by Rb 1.2 trillion.

Therefore, in 2018 the Russian banking sector so far can count on only 
domes  c households as a stable source of fi nancial resources for the provi-
sion of lending to the Russian economy.

The increase in banks’ debt to the central bank (+Rb 750bn year to date) 
amid structural liquidity surplus appears to be the result of regulator’s eff orts 
to rescue a few big credit ins  tu  ons and can hardly become a fi rm basis for 
the provision of lending to bank customers.

Thus the dynamics of the Russian banking sector is now governed prima-
rily by the fi nancial behavior pa  ern of individuals. The ongoing shi   towards 
a credit consump  on pa  ern restricts banking sector’s opportuni  es to pro-
vide lending to corporate borrowers. In January-August 2018, for instance, 
the increase in outstanding retail loans (Rb 1.7 trillion) surpassed that of cor-
porate borrowers (Rb 1.6 trillion). However, long-term fi nancial stan ding of 
households cannot be achieved without sustainable economic growth backed 
by expanding the provision of lending to the real sector in Russia.

Fig. 2. Growth rates in assets of non-bank ins  tu  ons over 12 months, %
Sources: Bank of Russia, Gaidar Ins  tute’s es  mates.
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3. RUSSIAN INDUSTRY NEEDS HIGHER DEMAND FOR ITS PRODUCTS 
AND STRONGER ROUBLE
S.Tsukhlo

The IET Industrial Confi dence Indicator, an indicator calculated by the Gaidar 
Ins  tute, hit a 6-month low in Q3 2018 (Fig. 1), refl ec  ng distribu  on-related 
problems facing the Russian industry and its a  empts to arrest them amid pro-
trac  ng stagna  on and rouble devalua  on.

Early in the third quarter, the 
Russian industry experienced 
the biggest decline in demand 
for its products in recent years, 
according to surveyed industrial 
enterprises, (not more than 60% 
enterprises said they were sa  s-
fi ed with their sales volumes). 
Deseasoned data show a slump 
to mul  -year lows.

Demand projec  ons show 
that sales will rather decline 
than see any buoyancy in the 
short term. Since April 2018 
sales have been at their low-
est since mid-2016. The last  me Russian industrial enterprises exhibited such 
downbeat sen  ments about sales was in April 2015.

Adverse changes in the demand dynamics did not force enterprises to reas-
sess their fi nished goods inventory in July (74% enterprises said they had a 
normal level of fi nished goods inventory). In addi  on, the August–September 
period saw a slow increase in answers about a surplus of fi nished goods inven-
tory. The surplus, however, was modest, this suggests that industrial enterpris-
es kept their fi nished goods inventory well under control, so there should be 
no concerns about it.

Industrial produc  on growth rates remained nega  ve – output, accor ding 
to industrial enterprises, con  nued to decline, but the pace was slower than in 
July. In September the industrial sector saw a small increase in output despite 
weak demand.

Industrial enterprises’ output plans s  ll remain at a posi  ve level despite 
some decline, this suggests that enterprises expec  ng an increase in industrial 
output outnumber those expec  ng its decline.

Faced with weak demand, the Russian industrial sector had to switch to 
absolute cuts in prices at the factory gate. In September, however, factory gate 
prices began to increase on the back of falling rouble.

This predetermined the highest “demand” of industrial enterprises for a strong-
er Russian rouble to help them reduce their costs. In September 2018 (when the 
rouble plummeted to an all-  me low of the year) 63% enterprises were on the list 
(Fig. 2). The highest demand (78% enterprises) for a stronger rouble for the reduc-
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 on of costs was seen in 2016. 
Early in 2016 was the most chal-
lenging period for the Russian 
industry during the crisis (Fig. 1). 
Sear ching for more cost-effi  cient 
suppliers was the most common 
prac  ce at that period.

The Russian industry also 
needs a stronger rouble to buoy 
investment levels, with 54% 
enterprises on the list in Septem-
ber 2018. The result was modest 
compared to that in May 2016 
when 73% domes  c produc-
ers said they would like to see a 
stronger roub le. A small magni-
tude of devalua  on in 2018 and 
adapta  on to a fl oa  ng exchange 
rate appeared to have had their 
eff ect. The eff ect, however, was 
not as much strong as it was 
needed. In September industrial 
enterprises downgraded their 
investment plans to make them 
more moderate. Enterprises are 
not prepared for a new invest-
ment cycle, including because 
they are sa  sfi ed with their Q3’18 
investment results which were 
recognized as normal results by 
72% enterprises.

The situa  on with availability of credits for Russian industrial enterprises is 
stable in 2018, with 66–69% enterprises saying their credit availability is nor-
mal. The overwhelming majo rity of borrowers (89% in Q3 2018) said they had 
suffi  cient resources to service their outstanding loans. Furthermore, fundrais-
ing plans show a stable level in the period of 2017–2018.

According to surveyed Russian industrial enterprises, the results achieved in 
the third quarter and in the previous months of 2018 are overall worse than 
those achieved during the same period of 2017. The Adaptability (Normality) 
Index posted a decline back in Q1 2018, which was not the case in the fi rst 
quarter of the same period during the crisis of 2015–2016 (Fig. 3). None of the 
indicators comprising the Index increased in January–March 2018. Enterprises’ 
assessment of their fi nancial and economic standing, product demand and 
labour supply show a considerable decline compared to those provided in 
Q4 2017. Enterprises somewhat improved their assessments in Q2 2018. 
Howe ver, the industry was disappointed with the Q3’18 results – the Adap-
tability Index was down by 2.23 points. At that  me it was due to a decline 
(down to 74%) in ‘normal’ assessments of labour supply (“suffi  cient level of 
staffi  ng”) and raw materials and supplies inventory. As a result, both indicators 
hit a 11-quarter low. Such an unstable level of assessments of key performance 
fi gures in 2018 is indica  ve of problems facing Russian industrial enterprises.
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Growth in demand for exports

Growth in domestic demand

Growth in investment

Cost reduction

Sep 2018 Dec 2017 May 2016

Fig. 2. Industry needs stronger rouble for cost reduc  on, growth in 
investment, domes  c demand, demand for exports, 2016-2018, % enterprises
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4. SENIOR EMPLOYMENT: POTENTIAL FOR GROWTH
V.Liashok

The re  rement age raise is bound to create certain risks for the labor mar-
ket. Nevertheless, sta  s  cs point to the existence of an informal agreement 
between employees and employers that the re  rement age should mark the 
end of an employment history. If such is the case, a raised re  rement age will 
simply push that threshold a li  le further.  

The dra   law on re  rement age raise, approved by the State Duma at third 
reading, will impact a substan  al por  on of Russia’s popula  on. The peo-
ple targeted by the reform have inevitably begun to feel some misgivings. 
Firstly, would a senior person be able to fi nd employment, or become unem-
ployed? Secondly, if such a person should actually fi nd a new job, would this 
job be off ered with a minimum pay and without a social package, and would 
a s enior employee thus be placed in the labor market’s ‘periphery’?

The labor market’s response to the re  rement age raise will be shaped by 
many factors, and so it is diffi  cult to predict. In order to take a closer look at 
the situa  on faced by senior persons in the labor market, we may turn to the 
results of a selec  ve workforce survey for 2017.

As of today, men older than 60 years and women older than 55 years take 
up 9.8% of the total workforce. But if we also count men aged 55 to 59 years 
and women aged 50 to 54 years, this employee category will expand to 21.1% 
of the total workforce. 

The unemployment rate for those approaching the re  rement age is below 
the na  onal unemployment rate, which last year stood at 5.2%, and it is even 
lower for those past their re  rement age – 3.0–4.0%. This has to do, among 
other things, with the lower labor mobility of the senior age groups1. Mean-
while, the average job search for unemployed seniors lasts only 1–2 months 
longer than for the younger age groups.

The hidden unemployment rate for Russian pensioners is likewise rather 
low. Only 3.1% of the men aged 60 to 64 years and 5.6% of the women aged 
55 to 59 years who are not working and not looking for a job would like to 
reenter the labor market in principle. These rates are even lower for the older 
age groups. 

The rela  ve share of those dismissed from their jobs at the ini  a  ve of 
their employers (job cuts, company liquida  on) is highest for 50–54 year-
olds, and amounts to 16.59% for men and 18% for women. In the re  rement 
age group, a dismissal at their employer’s ini  a  ve was cited as the main rea-
son for their unemployment by only 3% of men and women alike.

Thus, the exit from the labor market has been a voluntary decision for an 
overwhelming majority of pensioners, and it is unrelated to their inability to 
hold their former job or to fi nd a new job. While seniors do encounter cer-

1 Gimpelson, V., Kapeliushnikov, R., Sharunina, A. The Pathways We Choose: Intra- and 
Interfi rm Transi  ons // HSE Economic Journal. 2016. Vol. 20. No 2. P. 201–242.
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tain diffi  cul  es when seeking 
employment, these problems 
are also common for young 
people. 

It seems that in Russia 
there is an informal agree-
ment between employees and 
employers, whereby the re  re-
ment age is considered to mark 
the end of one’s career. The 
main reason for seniors’ with-
drawal from the labor market 
is not a job loss at the employ-
er’s ini  a  ve, but simply ‘re  re-
ment’ (as stated by 66% of 
unemployed 55–59 year-olds 
and 83–88% of those older than 60 years). Of course, this agreement by no 
means encompasses all industries, and it is not applicable to every profession.

At the same  me it should be noted that the average pay level of senior 
employees is signifi cantly below that of their younger counterparts: in 2017, 
the employees aged 55 to 64 years were paid 21–27% less than the employ-
ees aged 30 to 34 years (Fig. 1). Meanwhile, as recently as 2005 this gap was 
far less signifi cant – 5% for 55–59 year-olds and 11% for 60–64 year-olds. 
The existence of this trend signifi cantly dis  nguishes the situa  on in Rus-
sia from that in the developed countries, where older employees are usually 
paid more than the representa  ves of younger age groups. 

It seems that the observed dispropor  ons have been caused fi rst of all by 
the profession- and industry-specifi c factors infl uencing the employment rates 
in the young and senior age groups, each of them occupying their own sepa-
rate labor market segment. Senior employees can most frequently be encoun-
tered in the educa  on and healthcare sectors, because the average age of 
exit from the labor market there is higher than in many other sectors. At the 
same  me, the rela  ve share of seniors is highest among the unskilled work-
ers whose employment is not associated with heavy physical work: security 
guards, cloakroom a  endants, cleaners, etc. It may be assumed that these 
occupa  ons are the inevitable op  on for those seniors who are unable to fi nd 
a be  er job. Meanwhile, younger people are more o  en employed in those 
sectors where the pay level is quite high: IT, fi nance, economics, and law. 

Below are some of our thoughts concerning the labor market’s probable 
response to the re  rement age raise:

1. Due to the current demographic situa  on, over the next few years 
Russia will be faced with the working-age popula  on decline (which, 
in fact, is already happening). In the future, according to Rosstat’s 
medium-variant demographic projec  on, this index will once again 
begin to rise from approximately 2028 onwards. Thus, Russia now 
has a ‘demographic window’, and so the re  rement age raise will be 
fraught with minimum risks for the labor market. 

2. At present, the unemployment rate is at its historic low of the en  re 
post-Soviet period, which strengthens the posi  on of employees on 
the labor market. It also lowers the risk of losing a job, including for 
senior employees.
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3. About a third of Russia’s workforce are employed at the enterprises 
where the principal owner is the State. It may be assumed that the 
recruitment policies of these employers will be changed so as to keep 
their employees un  l they reach the new re  rement age. 

However, the actual response of the labor market to these processes will 
depend primarily on the situa  on in the na  onal economy. If the economic 
growth rate should jump signifi cantly, the labor market would tend to expand, 
including through a  rac  ng seniors. But in case of stagna  on, the risks may 
be pre  y high. Nevertheless, if the re  rement age is indeed the marker of a 
career end for the employees and employers alike, the pension reform will 
maintain the status quo without signifi cantly increasing the unemployment 
rate in the older age groups. It seems that the principal career constraints 
associated with age limits will not be imposed by employers; instead, these 
constraints will have to do with the actual possibili  es of seniors to con  nue 
working.
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