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Unemployment and ways of its regulation in selected
cities of Russia

Abstract

The aim of this Bachelor thesis is to evaluate unemployment, identify its general causes and
ways of its regulation in the Russian Federation, chiefly in the federal cities. This research
includes the development of separate theoretical positions that characterize the forms and
manifestations of unemployment in the current economic environment, the development of

methodological tools for the measurement of unemployment and its consequences.

The essence of unemployment, analysis of the relationship of the development of large cities

and unemployment in the well-known economic theories is described in the theoretical part.

In the second, practical part, the author identified factors which influenced the
unemployment rate in Russia, compared the situation on the labor market in Moscow and
St. Petersburg, found common features and main differences, studied the basic priority

directions of unemployment regulation in the federal cities and Russia as a whole.

Keywords: Unemployment, Rate of Unemployment, Regulation, Labor Market, Big City,
Moscow, Saint Petersburg.



Nezaméstnanost a zpusoby jeji regulace ve vybranych
méstech Ruska

Abstrakt

Cilem této bakalatské prace je zhodnotit nezaméstnanost, identifikovat jeji obecné ptiCiny a
zpusoby jeji regulace v Ruské federaci, pfedevSim ve federalnich méstech. Tento vyzkum
zahrnuje vyvoj samostatnych teoretickych pozic, které charakterizuji formy a projevy
nezaméstnanosti v souc¢asném ekonomickém prostredi, vyvoj metodickych nastroji pro

meéfeni nezaméstnanosti a jejich disledkda.

V teoretické Casti je popsdna podstata nezaméstnanosti a analyza vztahli rozvoje velkych

mést a nezaméstnanosti pomoci znamych ekonomickych teorii.

V praktické ¢asti autor identifikoval faktory, které ovlivnily miru nezaméstnanosti v Ruské
federaci, a porovnal je se situaci na trhu prace v Moskve a Petrohrad€. Dale nasel spole¢né
rysy a hlavni rozdily, studoval zakladni prioritni sméry regulace nezaméstnanosti ve

federalnich méstech a v Rusku jako celku.

Kli¢ova slova: Nezaméstnanost, Mira nezaméstnanosti, Regulace, Trh prace, Velké mésto,

Metropole, Moskva, Petrohrad.



Contents

1. INTRODUCTION .. ...ttt et e st e e nnbbee s 12
1.1. Topical importance of the problem of unemployment..............ccoooeiviiiiiniiienn, 12
1.2. The essence of UnempPIOYMENL..........c.ooiiiiiiiiiie s 13
1.3. Special role of major cities for the modern problem of unemployment .................. 13

2. THE MAIN OBJECTIVE AND METHODOLOGY ......coiiiiiiiiieiiiiiiee i 14
2.1. The main objective and MINOT taSKS ..........coouiiiiiiiie i 14
2.2. MELNOAOIOGY ...t 15

2.2.1. The rationale for studying unemployment in a large City ...........cccocovvvniieninnn, 15
2.2.2. Methods used in the theSIS ..........ciiiiiiiie e 17

3. LITERATURE REVIEW ...t 18
3.1. General provisions on labor and unemployment ............ccccooviveiiie e 18
3.2. Elaboration of the unemployment topic in the world research..............ccccceevvnrnnne. 19

3.2.1. Classical views on economy and 1abor.............cccceeviieiiic i, 19
3.2.2. Neoclassical direction of €CONOMIC SCIENCE.........cvviiveiiiiieiieiieesre e, 20
3.2.3. The theory of surplus value by Karl MarX.........cccccccoveiviieiiine i, 20
3.2.4. 20-th century views on the problem of unemployment..............ccccooveeinnene, 21
3.2.5. Achievements of world economic thought of the last decades........................ 22
3.3. Problems of regulation unemployment in economic theory.............ccccevevveeiinennne, 23

4. PRACTICAL PART .ottt e e 29
4.1. Concentration of economic resources in the megacities of Russia.......................... 29
4.2. Analysis of distribution of types of property..........cccocveiviieiiiii i, 30
4.3. Types Of UNEMPIOYMENE.......oiiiiiie e 33

4.3.1. Market and non-market unemployment............ccccooviiiie i 33
4.3.2. Standard and nonstandard unemployment .............ccooeee i 33



4.4. Current unemployment rate in RUSSIA.........coooveiiieiiiiiieic e 37

4.4.1. REgreSSION @NalYSIS......c.uuieiiieeiiiieiiie e sttt nree e 39
4.4.2. The results Of @nalySiS.........ccovviiiiiiiiii s 42

4.5. Unemployment in Moscow and St. Petersburg .........ccccocveeviieiiiee e, 43
4.5.1. ANAIYSIS OF QLA .......oiiiiiiiiee e 43
4.5.2. REGIeSSION ANAIYSIS. .....eeiiiiiiiie ittt 49

5. RESULTS AND DISCUSSION ...ttt ettt eenee e 54
5.1. The results Of the COMPAIISON.......c..iiiiiiiiiiii e 54

5.2. The main directions of regulation of unemployment in Moscow and St.Petersburg 55

5.3. Advantages and disadvantages of big cities in fighting unemployment.................. 57
6. CONCLUSION ....oiiiiiteiie ettt ettt s et e steenteebeaneeaneenneas 58
T.REFERENCES ... ..ottt ettt e et e e e e e e e 61

List of Figures

Figure 1. The relationship between status groups in the labor market..............c..cccccveenen. 36
Figure 2. The unemployment rate in Russia in 2000-2016 average per year..................... 37

Figure 3. Average unemployment rate and economically active people in Moscow (2000-

Figure 4. Number of unemployed, officially registered unemployed and unemployed citizens
receiving unemployment benefits in IMOSCOW ..........cccuveiiiiiiiiii e 47
Figure 5. Average unemployment rate and economically active people in St. Petersburg
(2000-2015) ..eeuveerieeiieeiee ettt et te e ta et e be e nreenre s 48
Figure 6. Number of unemployed, officially registered unemployed and unemployed citizens
receiving unemployment benefits in St. Petersburg..........cccoeovveeviiiiiec e, 48

Figure 7. The ratio of job seekers to job openings in Russia vs Moscow and St. Petersburg



List of Tables

Table 1. Structure of average annual number of employment employees in enterprises of

different ownership forms iN 2015 ........ooiiiiiiiiiiee e 32
Table 2. Initial data. RUSSIA .....c..veeiiieeiiiee et e e e nnaeeesneeee s 39
Table 3. Matrix of pair correlation coefficients. RUSSIA...........ccccvveiiiieiiiie i 40
Table 4. Regression StatiStiCS. RUSSIA.........ccuuviiiireeiiieeiiieesieesie e s ee e sre e e sneeeeeeeee s 41

Table 5. The number of economically active, employed and unemployed population,
officially registered unemployed population, unemployed citizens receiving unemployment
benefits and unemployment rate in Moscow in 2000-2015 ..........cccceeveeeviieeciie e 44
Table 6. The ratio of job seekers to job openings in Russia vs Moscow and St. Petersburg

Table 7. The number of economically active, employed and unemployed population,

officially registered unemployed population, unemployed citizens receiving unemployment

benefits and unemployment rate in St. Petersburg in 2000-2015. ...........ccccoveviiieeciieeenne. 46
Table 8. Initial data. MOSCOW ........ccuuiiiieiiieiie et 50
Table 9. Initial data. St. PEterShUIT ......cvvveiiiee e 51
Table 10. Matrix of pair correlation coefficients. MOSCOW ..........ccccovvveiiieeeiineeiiiee i 51
Table 11. Matrix of pair correlation coefficients. St. Petersburg........c..ccccceeviveeviieeiinnnnn, 52
Table 12. Regression StatiStiCS. MOSCOW. ........cccuriiiireeiieeecieeesrire e se e siae e e saaeeeaeee s 52
Table 13. Regression statistics. St. PELersburg .........ccccovcveeiiieeiiiee e 53
Abbreviations

HSE - Higher School of Economics

GDP - gross domestic product

RBC - RosBusinessConsulting

GNP - gross national product

GRP - gross regional product

Rosstat - Federal State Statistics Service of Russia

RAS - Russian Academy of Sciences

10



ILO - International Labor Organization
RF — the Russian Federation
i.e. —id est (Ger.): that is to say

UN — United Nations

11



1. INTRODUCTION

1.1. Topical importance of the problem of unemployment

One of the most important social and economic problems of society has traditionally been
the problem of unemployment, which is characteristic of any stage of economic
development. Unemployment is a reflection of the labor market situation that characterizes
the equilibrium of supply and demand of jobs in the social sector. It is one of the main factors
of realization of labor potential of the population in the economy to get stable income from
employment. Therefore, the problem of unemployment is constantly in the focus of
government regulation of the economy and the labor market entities, and the regulatory
instruments of unemployment and its consequences evolve simultaneously with the

development of social and economic relations.

Recently, the problem of unemployment has become most acute for the economy of different
countries, because of the negative manifestation of the global economic crisis that caused a
slowdown in the economic dynamics of production volumes and, consequently, reducing the
number of jobs. This circumstance requires development of new scientific directions of
unemployment regulation, resulting social and economic impacts of new approaches to the

analytical study of unemployment and factors of its formation.

Despite the significant development of the issue of unemployment, it should be recognized
that the emergence of factors contributing to its manifestation in new, previously nonexistent
forms, requires deepening of the theoretical knowledge in the field of research of this
important social and economic phenomenon of the labor market, organization of the forms
and consequences of unemployment. The methodological tools for quantitative
measurement of unemployment for the formation of objective information and analytical
basis of its condition and dynamics with the purpose of choice of adequate directions

regulation of unemployment and its consequences need to be improved.

The current crisis has actualized the question of the effectiveness of the known methods of
state regulation of the labor market that do not give the desired result in reducing
unemployment and prevention of its growth. For a more successful solution to the existing

problem of unemployment, we need clarifying criteria to differentiate the reasons of problem
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situations and choosing appropriate methods of state influence on the unemployment in the

current circumstances.
1.2. The essence of unemployment

In the field of employment and labor market the economies of various countries are faced
with the phenomenon of unemployment, which is generally understood as a manifestation
of macroeconomic instability expressed in the imbalance of the spheres of employment. In
Investopedia unemployment is defined as “a phenomenon that occurs when a person who is

actively searching for employment is unable to find work” (Investopedia, 2017).

The nub of this problem lies in violation of the proportion between economically active
population and the number of jobs proposed for it. That is, unemployment reflects such state
of the labor market when labor supply exceeds demand, and this mismatch can be both
quantitative and qualitative.

The quantitative mismatch seems to be more serious. The matter is that qualitative imbalance
can be aligned by changes in occupational demand for labor and by retraining. In difference
to that, overcoming of the quantitative discrepancy implies an increase in the number of jobs,
the expansion of the scale of production, stimulating demand for manufactured products,

goods, works and services and, hence, considerable capital investments.

Unemployment is the flip side of employment: if a person of working age has no place of
employment due to various reasons, therefore, he is unemployed from the point of view of
participation in the reproduction process of GNP and GRP. In our study, we understand
unemployment as a social and economic phenomenon arising from the factor of public
participation in creating a socially useful product and reflecting the state of absence of

employment for employable population due to objective or subjective reasons.

1.3. Special role of major cities for the modern problem of

unemployment

In the unemployment problem, we should make a particular emphasis on the special role of
large cities at the present stage. This role is determined by the fact that in the post-industrial
economy, all kinds of resources — material, human, and especially credit, financial or

investment — are attracted there to a much more extent than during the stages of agrarian or
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industrial development. A major city is becoming a mature dominant institutional structure
of the economy in which the features of the national market are manifested clearly and
distinctly. All other areas are under its influence. Hence, knowledge of features of modern
unemployment in large cities allows to not only construct a clearer idea of the problems
constraining the development of the national economy in general, and labor market in

particular, but also to see possible solutions of emerging problems.

The need for proactive knowledge of threats and ways of their solution in the labor market
is determined by growing labor shortage for reasons of the aging of population and low birth
rate, which is typical of all developed countries and enhanced by the contemporary global
crisis. The necessary correction of the traditional view of unemployment as a problem of
limited social framework in the direction of its economic importance should be very helpful.
Thus, the question of effective use of available workforce becomes especially topical.

The attempt to find criteria for the differentiation of methods of state regulation through the
specific study of the economy of major Russian cities — Moscow and St. Petersburg — comes
from the fact that they present the highest concentration of capital and human resources in
the most developed form, presenting the potential of a market economy. Therefore, the study
of the labor market and unemployment rates in these cities are especially important for

developing most effective measures for labor market regulation in general.

All the foregoing in the whole describes the relevance of the chosen topic of the thesis and

the objective necessity of this study.
2. THE MAIN OBJECTIVE AND METHODOLOGY

2.1. The main objective and minor tasks

The aim of the research includes the development of separate theoretical positions that
characterize the forms and manifestations of unemployment in the current economic
environment, the development of methodological tools for the measurement of
unemployment and its consequences, the rationale for new areas of its regulation. One of the
important tasks is also the justification of the prior directions of state regulation of the labor
market, taking into account the features of unemployment and tendencies of its development

in major cities of modern Russia.
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The achievement of this objective determined the formulation and solution of the following

tasks:

— specification of the nature and causes of unemployment;

— classification of unemployment types and factors shaping it in terms of the Russian
economy;

— systematization of the social and economic impact of unemployment;

— development of recommendations on improvement of regulatory instruments of
unemployment and its consequences;

— analysis of the relationship of the development of large cities and unemployment in the
well-known economic theories;

— study of the basic priority directions of unemployment regulation in the labor market

of large cities (on the example of Moscow and St. Petersburg).
2.2. Methodology

2.2.1. The rationale for studying unemployment in a large city

At the present stage of economic development "a big city” is considered as one of the
defining features of development of the economy and state. There are sustainable changes
in the assessment of urban growth that occurred in the context of scientific discourse. The
fundamental question of whether a major city is a natural factor in the development and
whether it is necessary to invest efforts and resources to counter this trend is solved

positively.

The logic of social and economic evolution is that the bulk of the population will dwell in
large cities. Modern civilization is arranged in such a way that the elements of the benefits
of a large city are decisive in shaping the lifestyle of the majority of the population. The
thesis that the concentration of the population should be regarded as a natural phenomenon
that occurs as a natural consequence of the development of civilization, and therefore of

human evolution, should be considered scientifically productive.

The growth of cities and their enlargement, an increase in the number of megacities is a
natural evolutionary process, as well as the development of industry, communications, the
emergence of transnational companies and suchlike processes. This is a consequence of

those laws which govern our lives and emerge as a result of its evolution or self-organization.
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In this case the arguments of the concept of sustainable development within the logic of co-
evolution between man and nature are very appropriate, because the conflict between man
and nature occurred in a large city and the search of forms and means of resolution is

conducted here.

A large part of the world's population lives in urbanized countries. In Russia, about 73.9 %
of the resident population lives in cities (according to 01.2015), this shows the critical role
of cities for economic development. In Moscow and St. Petersburg there are more than 10%

of population.

Modern civilization owes urbanism most of its distinctive qualities, both positive and
negative. The concentration of population in large cities has made necessary the
implementation of new features and programs that were unknown to the government on
predominantly agricultural, agrarian territories. These include organization of public
transport, roads, water systems, public health, education, national security, public works and

more.

A modern big city is a kind of "magnet”, attracting all kinds of economic resources (capital
and labor). The growth in the number and size of large cities is associated with the emergence
of the post-industrial economy, the emergence of the growing unevenness of development
within national borders, besides, the more the territory of a state, the more uneven

development.

Uneven development of market relations caused by development of large cities and rapid
population growth in them allows to consider the economy as a space with a relatively
homogeneous market potential. It is justified by the degree of concentration of capital within
the country. For example, the highest concentration of capital is observed in the Russian
economy in the two cities Moscow and St. Petersburg, respectively. The development of the

market and its national traits or characteristics is seen here most clearly.

The significance and magnitude of the concentration of resources increases systemic risks
in the "failure™ mechanisms of development in big cities. The concentration of great human
resources requires special attention to the mechanisms of influence on unemployment, as an
inevitable consequence of the functioning of the market, as its being beyond the control of
the state growth may entail significant economic and social losses and conflicts tangible to

the society as a whole.
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Concentration of resources of economic development in a modern megacity can be
considered as a source of innovative practices for the development of institutional structures,
processes and products within the boundaries of the national economy in a positive and
negative sense. All other districts and territories are influenced by large cities, they learn
from their experience, try on the already created institutional structures and relationships.

That is why it is important to insert in the problem field of analysis such factors as "a
megacities”, using them as analytical tools of making differentiation of the specific
characteristics of the national economy, and the state to respond more appropriately to
changes in the structure and magnitude of unemployment. It is important to differentiate the
problems more clearly, to see the development trends and influence factors hindering the
development of the national economy, the labor market and unemployment in particular.

2.2.2. Methods used in the thesis

In theoretical and methodological basis of the undertaken research the author relied on the
works by the classics of world Economics, modern economic scientists on the problems of
employment and labor market. Interdisciplinary concept of sustainable development in the
context of globalization and focus on the crucial role of large cities in ensuring this type of
development were considered as significant provisions. We also used scientific development
of the Institute of Economics (RAS) on the formation of strategic goals in social, economic
and spatial development, as well as the materials of Research Institute of Labour and Social

Insurance of Ministry of Health and Social Development of the Russian Federation.

The materials of the thesis also contain strategic approaches to managing the long-term
development of Russia mentioned in the Messages of the President of the Russian Federation
to the Federal Assembly, as well as in the concept of long-term social and economic
development of the Russian Federation, Strategy of development of Moscow and Saint

Petersburg.

The research was carried out with steadfast attention to the system method, methods of
formal logic: deduction, induction, comparison and analogy. It was also important to apply
dialectical methods: the unity of historical and logical, the ascent from the abstract to the
concrete. The economic and mathematical methods were also of great use: correlation and

regression analysis, methods of mathematical modeling, statistical method.
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The developed methodical approach to the quantitative measurement of forms of
unemployment were not covered by the Federal Statistical observation of Russia, which
expands the methodological tools of analytical studies of unemployment and provides the
objectivity of their results.

Model of integral estimation of unemployment on the basis of lowering and raising factors
was used as a methodological tool and can also be applied for assessing the dynamics and
make informed management decisions in the field of unemployment choice of governing

instruments.
3. LITERATURE REVIEW

Before proceeding to study the unemployment situation in the big cities of Russia, mention
should be made of important scientific developments, which served as a basis for our study.
Global practice study of the problems of unemployment in the world science can be divided
into general theoretical analysis and comparative or regional analysis of countries or smaller

units.
3.1. General provisions on labor and unemployment

Issues of employment and unemployment have been the subject of scientific research of
many prominent representatives of the world economic thought. In the framework of the
theoretical analysis of unemployment we should specially highlight the classical studies,
carried out by Karl Marx, T.R. Malthus, A. Pigou, G.M. Keynes, R.M. Solow, S.T. Marston,
M. Feldstein, K. Clark.

General problems of present time employment, formation and functioning of the labor
market were studied by A. Smith, D. Ricardo, K. Menger, E. Bay-Baverk, F. Wieser, E. De

Soto, M.I. Tugan-Baranovsky, V.P. Vorontsov, etc.

The questions of sources and causes of unemployment, the instruments of employment
regulation were addressed by representatives of various economic schools: John M. Keynes,
R. Harrod, M. Spence, G. Becker, T.W. Schultz, A. Toffler, A. Phillips, M. Friedman, D.

Hamermesh, R.M. Solow and other prominent scientists.

A great role in the development of the theory of unemployment and the search for measures

to weaken it played works by Russian researches: A. Apokin, G.P.Zhuravlyova,
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O.A. Katsuk, A.l. Kravchenko, I.I. Lagunova, A.V. Kostyrya, A.V. Yakovleva and many

others.

In modern economic literature territorial problems of unemployment can be examined in
different contexts. Thus, they were analyzed in the context of studies of marketing places by
F. Kotler, K. Asplund, I. Rein, D. Haider; in the context of regional competition — by M.
Porter, N. Makarova, A.V. Kostyrya and others; in the context of responses of the
governments to the regional problems of unemployment — by M. Lopez-Santana, Jan Kunz
and some others.

The problem of unemployment in large cities is thoroughly considered in the works by
S.A. Kartashova, A.V. Yakovleva, etc. It should be mentioned that significantly greater
interest to the problem of unemployment in big cities is manifested by demographers,
economic geographers, experts in urban planning and municipal management and sociology

than that of theoretical economists.
3.2. Elaboration of the unemployment topic in the world research

Issues of labor and unemployment have been the subject of scientific research of many
prominent economists of the world. It is necessary to disclose their findings to form the

foolproof basis of our thesis.
3.2.1. Classical views on economy and labor

The founder of classical political economy Adam Smith (1723-1790) represented the
economy as a system in which there are objective laws that ensure the balance of supply and
demand. In relation to employment, this means that the demand and supply on the labor
market are balanced and full employment is automatically provided ("invisible hand of the
market"). It concludes on the harmful effects of state intervention in the sphere of free

competition.

David Ricardo (1772 — 1823) continued to develop the basic provisions made by A. Smith,
overcoming some of the shortcomings of his teachings. He firmly stood on the position of
the labor theory of value, believing the law of labor value to be the general governing
principle of market economy, arguing that the exchange value of commodities is
proportional to labor expended on its production. Attaching great importance to the rate of

profit, Ricardo explained the tendency of the rate of profit to fall and the resulting “lack of
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saving”, affecting the development of production and employment. D. Ricardo was a true

supporter of limited government intervention in the economy.

Jean-Baptiste Say (1767-1832) did not share the theory of value and became one of the
pioneers of utility theory. At the core of his theory there are three factors - labor, capital and
land, which correspond to three sources of income - wages, profit and rent. He formulated
the so-called law of the market on which the exchange of product for product will
automatically lead to equilibrium between buying and selling. Considering that the recipient
of the income is always completely consumed, J.B. Say also believed that the economy can

have neither overproduction, nor deficit, nor unemployment, nor lack of labor.

Classical economists largely based their studies on implicit assumption about the perfection
of market mechanisms of self-regulation and further justified their conclusion that full

employment is the norm for a market economy, the elasticity of relative prices and wages.
3.2.2. Neoclassical direction of economic science

In the late 19th century a neoclassical direction of economic science was formed. Its founder
A. Marshall (1842 — 1924) believed that employment is important to the regulation of supply
and demand. However, he believed that the ultimate regulator of all demand is consumer
demand and that this regulation is carried out automatically by the market. A. Marshall, as
well as other representatives of the neoclassical theory believed that high wages inevitably

reduces employment and increases unemployment.

The theory of A. Marshall was developed in the work by A. Pigou (1877 — 1959), called
"Theory of Unemployment" (1933). The decrease in production costs, in his opinion, leads
to a general decline in commodity prices and increase the purchasing power of the
populations not living on wages, which creates additional demand, stimulating the expansion
of production and employment. Another factor that determines the volume of employment,
is a function of real demand for labor. In the end, in the presence of absolutely free
competition among employees and high mobility of labor will naturally act trend to establish

such a relation between wage rates and demand that all were busy.
3.2.3. The theory of surplus value by Karl Marx

The theory of surplus value by Karl Marx is based on the analysis of the nature and

characteristics of labor. He first pointed out the objective possibility of unemployment in the
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conditions of capitalist production, relying on his theory of surplus value. Worker sells his
workforce (ability to work) to the employer. In the production process, he creates new value,
which is greater than the cost of labor on the amount of surplus value. The growth of the
organic composition of capital (ratio of costs into constant and variable capital) causes a
relative decrease in the demand for labor. As a result, the working population, producing the
accumulation of capital, thereby increase the size of production, which results in a relatively
redundant population, that is, unemployed (Marx, 1969).

3.2.4. 20-th century views on the problem of unemployment

In the modern world science and practice there are two actively developing directions of
solving the problem of unemployment, which are antithetical in character. The founders of
these two theories were of John. M. Keynes (the theory of regulated capitalism and
employment) and M. Friedman (monetarist theory).

Developed by John M. Keynes methods were successfully used until the 70-ies of the 20th
century. According to them, enterprises are considered as actors shaping the demand in the
labor market. The deployment of scientific and technical progress and strengthening of social
security in the society led to the need to consider qualitative aspects of the use of human
capital (the liberal direction, who grew up on the monetary theory of market regulation). In
this case, the enterprise act as agents offering jobs, the satisfaction of which depends on the

availability of labor resources of appropriate quality.

John M. Keynes strongly criticized the idea of neutrality of money in the first part of his
famous work "General theory of employment, interest and money". Keynes believed that to
find out "what determines output and employment as a whole, we need a complete theory of
a Monetary Economy". According to him, “the importance of money essentially flows from
its being a link between the present and the future” (Keynes, 2014). Therefore, the ultimate
abstraction for Keynes, the playback attribute the properties of a real economic system is not

a barter economy like most of his predecessors, and the monetary economy.

Hence, two main opposing positions to the solution of problems of employment and
unemployment. Keynesians and supporting his ideas scientists (John Akerlof, D. Stiglitz, P.
Wells, M. Wachter and others) assign economic policy of the state the leading role in
coordinating and encouraging all types of professional activity. Liberal scholars (M.

Friedman, R. Lucas, T. Sargent, M. Weitzman, B. Nordhaus, etc.) prefer individual initiative
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in economic behavior. With the development of scientific and technical progress,

contradictions between Keynesians and liberals are aggravated.
3.2.5. Achievements of world economic thought of the last decades

Economic thought of the last decades made a significant contribution to the solution of the
problem of unemployment, forming the conclusion about the necessity of organic
compounds of market and state regulation. The most prominent representatives of world
economic science — P. Samuelson, K. McConnell and S. Brue — united as a school the
neoclassical synthesis.

Multivariate real human societies led to the ambiguity of the manifestations of the laws of
development of the employment relationship, in which unemployment is manifested. It is
necessary now to examine their specifics to solve problems caused by unemployment in a

particular society and at a particular time.

As our study is devoted to disclosing reasons of unemployment and ways of finding solutions
to this problem in big cities of Russia, it is important to name researchers who made a
significant contribution to active analysis of economic theories of labor market and defining
the ways of using them for the Russian economy: A.K. Akimov, V.S. Bulanov, L.A. Kostin,
V.V. Kulikov, A.V. Kostyrya, A.V. Yakovleva and others.

Their study was based on statistical data, including those provided by the state employment
service, and data of specially organized surveys. Most often, opinion polls and surveys were
conducted by state employment service. For initial data analysis they involved methods of
logical and comparative analysis, statistical and balance sheet methods, including those
based on linear programming. Economic and mathematical methods were used in the work

by M.M. Kabalova, V.P. Kryukov, F.T. Prokopov and other researchers.

Despite a comprehensive and thorough attitude of modern economic thought to the labor
market and employment, there is a number of serious questions in the sphere of
unemployment. Thus, there is still discussion about the nature of unemployment as an
integral element of the market mechanism, formed in the depths of the socio-economic
structure of society and organization of production. The possibility of minimizing
unemployment by the management of impacts on different social and economic processes

and phenomena is not solved to the fullest extent. There is no system of indicators, reflecting
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the sensitivity of unemployment to the reproductive process. There are no special studies

devoted to the problem of unemployment in a megalopolis.
3.3. Problems of regulation unemployment in economic theory

Mention about measures of the state impact on unemployment in a market economy is
presented in the writings of the most liberal economist of the classical school - J. B. Say. He
notes, in particular, that if there is a short effect of factors that caused the fall of demand for
labor (bad harvest, for example), then a suitable measure is the issuance of benefits. If a
factor causing the fall of demand for labor is of more prolonged nature (war or a law,
negatively affecting the production), it is possible to implement "procurement unnecessarily"
just to keep workers or transportation workers in the other places where they are needed,
either to adapt them to some other industry. "It is necessary to change the medication
according to the cause of the disease, and to recognize this reason, before choosing a cure.”
(Say, 2000, p. 63).

In this way, J.B. Say practically enumerated all the modern means of fighting unemployment
at the disposal of the state: grants, subsidies to producers and retraining of the unemployed

and their mobility, and formulated the principle of successful regulation of the problem.

Nevertheless, J.B. Say warns, that neither the purchase of "unnecessary” products, nor the
distribution of benefits can last long. As soon as they cease, workers will be in exactly the

same plight in which they had been before.

A more effective means for workers is forming their own savings through the workers’
associations. It is important to maintain workers’ associations, which will allow workers to
lay the paltry saving to save some money on the case when an unexpected illness or inability

to work may deprive them of the opportunity to work.

It does not happen easily: due to low wage (its increase is good for the workers); because of
the laws, which allow "scams" and seduce workers to acquire millions by investing small
amounts; because of the policy, which encourages workers to bring money to pubs and be
terribly wasteful (Say, 2000, p. 65-66).

Jan Batist Say formulates the conclusion about state participation and reduction of
unemployment in the subjunctive mood: the government should protect workers, because

they are naturally less secure than their masters. But enlightened government understands

23



that it is not worth while interfering in the affairs of private individuals, "so that natural

disasters don't have more disasters occurring from the administration.” (Say, 2000, p. 68).

A. Marshall, as many later representatives of neo-classical theory, did not particularly
emphasize the problem of overcoming unemployment, but expressed a certain sympathy for
those, devoid of social and psychological qualities, allowing to have a job. A. Marshall
believed that the main means to reduce the number of people falling under the "lower
classes”, "balance", "dregs of society" is to prepare, as much as possible the number of their
children to work not to repeat the fate of their parents. (Marshall, 1993, p. 133-134).

A. Pigou saw the root of the evil of unemployment is high wages because higher wages
increase production costs and lead to job cuts. To prevent this, he proposes the following:

1. to contribute to the reduction of wages;
2. to explain to trade unions that wage growth leads to rising unemployment;
3. to employ workers applying for low income, in particular, to encourage the

development of the social sphere.

A. Pigou thoroughly and comprehensively argued the need for a general reduction of money
wages, as a way to stimulate employment. However, the statistics did not confirm the
position that the unemployed are always replenished at the expense of workers with

relatively low wages.

Among A. Pigou’s recommendations, widely used in practice in RF, is division of wage and
working time among several employees. Using a partial working day reduces unemployment

even with the adverse conditions (Pigou, 1985).

The conclusion made by Pigou is that the division of labor that the market gives, ruling over
all the relevant circumstances, whether perfect or imperfect, is the best possible the
distribution, as the "national dividend" obtained by special measures for employment will
not exceed those costs incurred by the society, in implementing these special measures
(‘Yakovleva, 2010, p. 81).

John. M. Keynes was one of the first to see the relationship between unemployment, inflation
and public spending, and he put forward the concept of growth of public spending to
overcome unemployment. Keynesian program to combat unemployment involve the use of

two blocks of activities: tactical methods — organization of public works by the state;
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strategic interventions - state orders to the private sector and reducing interest rates, creating

the conditions for cheap loans.

The first block aims at easing unemployment in the short term, when the positive shifts in
the economy have not been felt yet. Its contents become public works, arranged and paid for
by the state at the expense of its budget. It is recommended that these works focus on the
formation of industrial and social infrastructure (roads, hospitals, etc.). The main thing is to
involve the population into creating social stability and maintain at least a minimum of

consumer demand on the part of employees.

The second block includes a system of strategic actions, able to revive the market, to create
investment and, as a consequence, consumer demand, which should lead to an increase in
the mass of commodities and employment. This unit includes two levers: the state order to
major firms and the decrease in the discount rate due to the increase in government spending
(perhaps with the growth of deficit spending). State order to large firms with a large network
of business relations of suppliers and subcontractors greatly enhance the field of investment
activity. The state order, given not to one firm, but to the whole network, certainly increases

the demand for labor and, accordingly, resolves unemployment (Keynes, 2014).

The Keynesian program was successfully used after the Second World War in many
countries. However, there came a period when there were natural objective difficulties for
their implementation. Sources of funding for these programs has always been the state
budget, and more specifically, government debt. The latter cannot grow indefinitely, since
its increase requires additional emission of money without a corresponding increase in the
mass of commodities contributes to inflation. In the context of high inflation, investment

demand naturally reduces.

In addition, the process of reproduction brought new problems, which the government could
not solve by the replenishment of demand. Resources rose in price sharply, which led to the
economic downturn. Other pathways leading to the growth of supply were necessary, and

this reflected further in the Keynesianism and the neoclassical synthesis.

In 1937 Sir John Richard Hicks sharply criticized Keynes and by 1950-1960-ies this
criticism grew into a school of Neoclassical synthesis, currently holding the dominant

position in the economic mainstream. One of the analytical discoveries of Neoclassical
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synthesis is Phillips curve — graphic display of the expected inverse relationship between

inflation and unemployment.

In the processing of P. Samuelson and R. Solow, Phillips curve described the choice between
inflation and unemployment, showing that a decrease in one can only be at the expense of
increasing the other. The reason for such a dependence lies in the fact that with high
unemployment wages are kept at a low level, thereby slowing the rise in prices. According
to Phillips curve, it was established, for example, that unemployment in England at the rate
of 2.5 - 3% led to a sharp slowdown in the growth of prices and wages.

The essence of the theory is that in the long term, an acceptable level of inflation is possible
only if the natural rate of unemployment. "The natural rate of unemployment” is the
unemployment rate that corresponds to the appropriate level of full employment in the
economy. Frictional and structural unemployment is a "natural” unemployment and its level
is about 3 %. It is called natural because its origin is not influenced by monetary factors,

such as wage levels, inflation and so on (Friedman, 1999, p. 136).

Fans of the Phillips curve suggest a variation of the new Keynesian Phillips curve (NKPC)
(Amato, 2000), the basic idea of which is that current inflation depends on expectations of
future inflation and the deviation of average marginal cost from an equilibrium state.
Currently, it is being tested by researchers on different data (particular, in RF), but has very
limited use in practice of economic policy of states and central banks (Yakovleva, 2010, p.
84).

Modern monetarism represents one of the three branches of economic theory (London school
of neoliberalism and the ordoliberalizm), which was formed on the basis of critical
perception of John. M. Keynes’s theory. According to experts of the history of economic
thought, in the old-fashioned college textbooks Fisher’s identity MV-PT is an equation,
where M is the size of the money supply, V is the velocity of money, P is the price level, T
is the natural volume of all transactions in the economy; PT is the value of all transactions

in the economy (New English-Russian explanatory dictionary of financial markets, 2005).

The monetarist function of money supply, determining prices, income and employment
Ms = f (p,y,e) is interpreted as a tool that allows you to adjust the economy at high

employment/low unemployment, stable prices and rapid growth.
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Although such interpretations provide great opportunities for students to exercise at the
board, they have little in common with the theory and especially hurt real monetary policy.
As the leader of modern monetarism M. Friedman noted, the "Fine adjustment™ is an easily
memorable formula, which has too little resemblance to what it corresponds to in practice,
moreover, it is more like the real evil (Friedman, 1999, p. 129).

The conclusion formulated by Friedman concerning the capacity of monetary policy to
influence the reduction of unemployment is that the monetary authorities can directly control
their own commitments in nominal values, such as the value of the exchange rate, the
nominal level of national income, the value of monetary aggregates, or set the rate to nominal
changes; but they are not able (!) to control real variables, such as real interest rate, the real
unemployment rate, the level of real national income, the real amount of money as well as
the rate of growth of real income and the real quantity of money. Therefore, monetary policy

does not formulate unambiguous, strict measures on unemployment regulation.

Thus, economic theory cannot boast of unanimity in the estimates of the theoretical
developments in this area. The mechanisms that have been developed using modern fiscal

and especially monetary instruments, are assessed as ambiguous in theory and in practice.

Even when an acceptable result is found, firstly, it is usually not durable in time and changing
conditions change the impact of taken measures, and secondly, it cannot be transferred to
other national soils. The modern theory is clearly aware of this phenomenon and explains it
in a simplified or incorrect view of the possibility of borrowing measures or institutions.
Adopting a particular theoretical principle for developing public policies to impact
unemployment, it is impossible to apply the enforcement, i.e. the institutional practice of
adaptation of this mechanism to real conditions. If you try to reproduce it on the model and

likeness, it is the path to failure.

Thus, the search for an acceptable balance of interests of participants of the labor market is
a rapidly changing issue that requires both theoretical (shared) basis of preparation of the
algorithm when the current balance of power, and secrets of understanding the unique

practices of enforcement.

Theoretically, the only true solution exists only in each concrete moment of time (or ceteris
paribus), but bounded rationality and opportunistic behavior does not allow to take this

decision as accurately as possible.
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The existence of unemployment as an integral part of a market economy is recognized in all
theoretical directions and schools. Nevertheless, in the light of changing circumstances
related to the growing deficit of labor resources, a smaller proportion of researchers are
inclined to consider the existence of unemployment as a positive factor stimulating effective
work of employees. Uncontested is the recognition of unemployment as one of the sources
of social tension in society. Increased social tension is also connected with the large scale of
so-called “voluntary unemployment”, which is not considered part of the economic analysis

of modern macroeconomics.

The question is how to distinguish those who are really looking for a job from those who do
not want to find it. It is characteristic of modern cities to accumulate unemployed people. It
creates certain moral social problems for society in general and threatens the security of the
urban environment. Therefore, the search for measures against unemployment is a pressing

economic and social problem.

The search for effective measures is of particular relevance in Russia, because, as noted in
the UN report (24.04.2009) "Russia facing demographic challenges”. In the coming years,
demographic problems, especially the aging of the population, can seriously affect the
economy, social sphere and security of Russia. The reduction in the number of working-age
population may become an urgent problem. As stated in the report for 2008 - 2025, the
number of working-age Russians will shrink by 14 million, while the number of pensioners

will rise by 5 million (Report on human development in the Russian Federation, 2013).

Measures to increase the birth rate is not enough in such a situation, since children born
today will not soon appear in the labor market, and in the meantime, the birth of second and
third children may result in the outflow of women from the employment market. Besides,
even if birth rates will seriously increase, children still do not have time to reach working

age before the problem of population ageing will be felt.

Therefore, any economic justification of unemployment in modern Russia is a luxury.
Modern tools tackling unemployment should be viewed not within the framework of social,
but economic importance. Labor resources are considered now in full economic sense, as
they are limited and demand rational management. Ways of overcoming this limitation are

seen outside the national economy (attracting immigrants). However, if the labor market is
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not organized in a civilized manner, formal involvement of migrants may not give the desired

results.

Theoretical study of the problem of overcoming unemployment, thus, focuses on a
comprehensive study of known and potential offer of new tools in the new environment,

dramatically increasing scarcity of labor resources.
4. PRACTICAL PART

4.1. Concentration of economic resources in the megacities of Russia

If we consider national economies in the spatial aspect, the money is distributed quite
unevenly. Where there is more capital, ceteris paribus, there is more economic entities. More
economic entities provide concentration of the capital, and, consequently, greater economic
development potential. A large city is such an institutional entity that concentrates the
population and the capital. Statistics in Moscow clearly show that in all periods of formation
and functioning of a market economy the greatest part of the financial resources were

concentrated in Moscow, the second after Moscow city is St. Petersburg.

According to data of Ministry of Finance in 2014 income in the consolidated budget of the
Russian Federation amounted to 26766.1 billion, and in 2015 it increased by 0.5%, and
reached 26922 billion rubles, of them income in Moscow was 1610.2 billion rubles
compared to 2014, this amount was increased by 5.3%. In St. Petersburg in 2014, revenues
amounted to 409.1 billion rubles, and in 2015 it increased almost 3.9% and made 424.9
billion rubles (The Ministry of Finance of Russia, 2016).

If we consider the unemployment statistics and the amount of money in the region, it is not

difficult to discover a strict correlation between these parameters.

It is common knowledge that in the practice of modern market economies employment
agencies do not include in their statistics persons residing in depressed areas with no
vacancies: where there is no money, there are no market relations. People attempting to find
work in these regions fail, they are called "frustrated workers"”, they do not count as

economically active population (Yakovleva, 2010, p. 39).

An additional argument to the propriety of the problem of interconnections between a large

city and capital is ideas of M. Porter, who researched modern competition in space and
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identified three cluster models: clusters of excellence, fore-clusters and early stages of

development with no hint at any development of a cluster (Porter, 1998).

Clusters of excellence form competing or complementary companies that increase
productivity through competition and joint ownership of assets. Only the promotion of
competition forces companies to innovate to keep at the forefront, and attract human talent.
A major city possesses the characteristics of a cluster of excellence. Therefore, it plays an
important role in the national economy that form the internal mechanism of self-

development, it is a kind of complete integrity in the space of the national economy.

The highest concentration of capital achieved in large cities, must therefore exercise the
highest potential of the market economy and the most distinct institutions for adaptation of
national economy to the market. As for the Russian economy, the two largest cities of

Moscow and Saint Petersburg contain the highest concentration of capital.
4.2. Analysis of distribution of types of property

Capital is one of the types of private property. The processes of privatization and formation
of businesses in various private forms of ownership significantly affected its concentration.
Therefore, among the factors that have a significant impact on the level and structure of
employment in Russian cities, the important place is occupied by the institutional changes

associated with the transformation of forms of ownership.

The changes in the structure of property could not help affecting the state of employment in

general and the transformation of relative labor demand in particular.
Let us refer to the statistics:

The percentage distribution of enterprises and organizations of Russia in Moscow and St.
Petersburg vary greatly: Moscow accounts for 23.11 per cent, and in Saint Petersburg of
8.73%. In total, the share of Moscow and St. Petersburg account for almost 33% of
enterprises and organizations of the country (10% of the population accounts for 32.84% of

enterprises and organizations).

Analysis of the distribution of economic entities by types of ownership showed that only
6.8% (332.7 thousand) of the total number of considered economic entities (4886 thousand)

accounted for state and municipal property. The vast majority of business entities (86.2 %)
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were in private property (4212.2 thousand). Among the industries the share of private legal
entities in the wholesale and retail trade and real estate transactions, rent and provision of
services was above the average (Russian Statistical Yearbook, 2015).

In Moscow on 1 January 2015, on the wholesale and retail trade accounts for 53.06%, in St.
Petersburg — 49.56% and operations with real estate, rent and granting of services in Moscow
— 17.55%, St. Petersburg — of 16.12%.

The indicators characterizing the dynamics of institutional development alternative to the
state sector of the economy of cities, gives grounds to assert that the relationship between
capital intensity and real market reforms is obvious. The related increase in production
volumes in some sectors of the economy in these cities has led to increase in demand for

labor, decrease in the intensity of the release of labor.

Thus, the changes in the structure of property affected the state of employment and

transformation of labor demand.

Statistics make it clear that the main emphasis of labor demand has shifted in favor of the
private sector. At the end of 2015 in Moscow the need for workers declared by the
organization in the public employment service amounted to 18.11% of the declared in Russia
as awhole and in St. Petersburg - of 6.72%. The analysis showed that since 2005 the stated
need for workers has increased in Moscow by 2.7% and amounted to 169412, and in St.
Petersburg by 3.8% and amounted to - 62840.

Comparing the structure of average number of the employed in Moscow and St. Petersburg
at the enterprises of different ownership forms, we can see that there are no fundamental
differences (See Table 1):
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Table 1. Structure of average annual number of employment employees in enterprises
of different ownership forms in 2015

Enterprise category Average annual number of employment at the
enterprises of different ownership forms (in %)
Moscow St. Petersburg
In total 100 100
State 26,5 31,4
Municipal 0,0 0,2
Private 51,3 55,8
Property of public and religious 0,6 1,0
organizations
Combined 11,5 5,0
Foreign, shared foreign and 10,1 6,5
Russian

Source: Russian Statistical Yearbook, 2015.

Analysis of the average annual number of employed in the economy by kinds of economic

activities on the considered cities showed that in these cities there is the prevalence of 4

industries over others, in which the share of employment exceeds the 10% threshold:

1.
2.
3.

4.

manufacturing;

construction;

wholesale and retail trade, repair of motor vehicles, motorcycles, household goods and
personal items;

operations with real estate, rent and granting of services.

Thus, a large city as an economic institution, concentrating financial resources, is a cluster

of excellence, where the most developed market competition, can be included in the scope

of economic analysis as a tool to highlight the differentiating specifics of the national

economy in all its economic manifestations, including the labor market and unemployment.
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The central research problem is not the economy of a big city as such, but the role of large
cities in national economic development. A large city is seen as a "key Institute”, allowing
to understand the features of development of the market and the development prospects of
less developed economic actors and economic space of the country's economy as a whole.

4.3. Types of unemployment

4.3.1. Market and non-market unemployment

With the reference to the factors of the uneven development of the economic potential of the
territory within the boundaries of one state, which is manifested in the concentration of
capital and the degree of development of the competition, you can separate the forced
unemployment to the "market type™ unemployment and "non-market type™ unemployment.

According to the criterion of concentration of cash resources, the involuntarily unemployed
and living on a "money site" refer to the "market type unemployed” population. The
remaining part of the population not having work and living on "hopeless” area is a "non-
market type unemployed". The peculiarities of manifestation of regularities of development
of the labor market, and the characteristics of the market unemployment in the country are
reflected in the city perfectly. Peculiarities of the national unemployment in the economy

shape the characteristics of the functioning of the unemployment of market and non-market

type.

Thus, further analysis of unemployment as an element of supply in the labor market is
maximally specified. According to the criterion of uneven concentration of financial
resources, unemployment in scale of a national economy is divided into "market" and "non-
market", and since the concentration of money in the most blatant form occurs in large cities,
there are market features that appear most distinctly. Accordingly, the logic of the research

analysis features of the unemployment market-type leads to its study in a large city.
4.3.2. Standard and nonstandard unemployment

Market-type unemployment is a component of the overall supply in the labor market, or
rather its excess over demand volume. The value of employment varies inversely
proportionally to the value of unemployment. The sum of employed and unemployed is the
numerical workforce. The size of the labor force determines the potential or maximum

possible employment in the event of the absence of unemployment (taking into account its
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natural level). The labor force minus the unemployed make a real employment in the

economy.

Industrial development required a concentration of population in cities. The population
growth in cities has led to changes in the structure of the economy due to the demand for
services from the state to solve problems of health, education, law, security, etc., and from
the private sector in small business services associated with the diversity of individual needs,

tastes, preferences and financial possibilities of the population.

Services of the state and business became the main potential niche for the development of
employment. An increasing number of people displaced from the actual production of the
primary and secondary sectors and moved into the tertiary service sector, so the main

increase in employment occurred in the service sector, not industrial mass production.

The variety of activities is high and displays on the first place the goal of comfort, not a level
of earnings, thereby transforming the labor element of comfort and pushing the boundaries

of economically active age.

Peter Drucker, known for his analytical articles in Management, Economics and Politics,
noted that for modern society (taking into account the increase of life expectancy), the issue
of the second career that can take place in three of career options in the present

circumstances:

1. to start a new career in a completely different region. managers and middle managers
aged 45 and 48 years, when children have grown up, and the pension is guaranteed, go
out of business and continue to work in non-profit organizations doing roughly the
same thing, but in calmer conditions and part time.

2. when in retirement, to change jobs fundamentally, not for a living and for fun.

3. to start a parallel career (Druker, 2007, p. 252-254).

Modern post-industrial society, giving diverse opportunities of economic activities, and,
accordingly, forms of employment, resulted in a variety of forms of unemployment that do
not fit into the old, traditional idea that non-standard forms can be a positive, not a negative
practice of functioning of the market, as it was understood in the conditions of industrial

society.
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Theory and practice of industrial period operated with concepts of underemployment and
partial (or part-time) employment as forms of unemployment. Underemployment is an
ambiguous phenomenon and concept. Its extension may indicate a wide variety of forms of
employment and flexibility of labor market or under-use of labor resources (in addition to

standard unemployment), meaning a serious loss in efficiency.

Part-time employment exists when the hours of work of an employed person are insufficient
in comparison with an alternative employment situation in which a person is willing and able
to work. From the above definition we can understand that this form of non-standard

employment is in all cases involuntary (Gimpelson, Kapelushnikov, 2006, p. 65).

Another form of nonstandard under-employment is temporary employment. World statistics
offer a following list of kinds of temporary employment:

employment on the basis of fixed-term employment contracts;

employment in agencies providing labor to third parties;

— employment on the basis of agreement to perform certain types of work;

— replacement of temporarily absent employees (for example, family circumstances);

— seasonal work;

— work that is performed if necessary (e.g., cleaning apartments for the export)

— one-time employment (hired on a single day);

— apprenticeship (employment training program, but without a guarantee of subsequent
employment);

— employment programme to create jobs (Gimpelson, Kapelushnikov, 2006, p. 124).

The most unstable form of non-permanent employment is the so-called casual employment.
The hallmarks of the casual employment relationship are extremely short-term nature and
frequent lack of any official registration. A set of activities is thus very wide: a random taxi
driver on the car, one-time repair services, irregular services of cleaning apartments, services
of nannies and caregivers, translations from foreign languages, and much more. Thus,
occasionally employed people, not having a permanent job, can be involved in the
implementation of different kinds of one-off jobs on an irregular basis. This group is actually
in the border region between employed, unemployed and inactive ones (Gimpelson,
Kapelushnikov, 2006, p. 183).
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Informal employment is another non-standard from of employment. Its main distinguishing
feature is the lack of an employment contract. The informal sector is usually understood as
a set of small economic units, as well as economic activities carried out on the basis of
household or individually. One of the most important components of precarious employment
is the employment in the production of goods and services (primarily agricultural products)

at home.

The types of non-standard employment can be considered as parallel non-standard forms of
unemployment: the matter is that there is a movement of workers between the three
alternative conditions on the labor market (or categories of employment): employment,

unemployment and economic inactivity. This phenomenon is clearly seen in the Figure 1:

Figure 1. The relationship between status groups in the labor market
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Source: Author’s own figure.
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Non-standard types of unemployment (non-permanent, part time, casual, seasonal, etc.) are
generated by the complementary non-standard types of employment (non-permanent, part
time, casual, seasonal, etc.). Their difference from each other for the worker is the subjective
assessment of the current "non-standard" status for the employee. If an employee is satisfied
with his status, he counts himself in the group of non-standard workers, and if not, he counts
himself unemployed. For companies non-standard employment is a real potential
replenishment of cyclical unemployment in the event of partial or total decline of the

economy.

Unemployment in the labor market is structurally divided into standard and non-standard,
similar to how employment is divided into standard and non-standard type. The most
important feature that reflects the structure of cyclical unemployment in the postindustrial
economy is relative to the previous "standard” or "homogeneous" stage of the industrial or

pre-industrial economic development.
4.4. Current unemployment rate in Russia

As it follows from the latest data of Rosstat, the unemployment rate in Russia from 2000 to

2016 has a tendency to decrease, as seen the Figure 2:

Figure 2. The Unemployment Rate in Russia in 2000-2016 average per year
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Source: Rosstat, 2016.
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The unemployment rate in Russia calculated on methodology of the International Labor
Organization (ILO) in July 2016 amounted to 5.3% (of 4.125 million unemployed). This is
the lowest figure since October 2015. The number of people without work declined for the
fourth month in a row, despite the fact that the economy remains in recession
(RosBusinessConsulting, 2016).

The last time the unemployment rate in Russia was lower than the current rate in September
2015 (5.2%). Since then it steadily increased and reached a peak in March 2016 and
amounted to nearly 6% (the highest value since January 2013), and then went into decline.
Falls and the level of officially registered unemployment: as reported by the Ministry of
Labor, on August 1, it was 1.2% is the lowest rate since November 2015.

Unemployment in Russia reduces in conditions of ongoing recession. The experts of the
Institute "Development Center" Higher School of Economics (HSE) claim that in the
overwhelming number of regions only one basic sector of the economy is growing out of
five sectors. According to Rosstat, GDP declined in the second quarter of 2016, 0.6% in
comparison with the same period of the previous year, and this was the sixth consecutive

quarter of recession.

Economists of the British consulting firm “Capital Economics” draw attention to the
phenomenon of discrepancy of the economic situation and unemployment in Russia.
Information Agency Bloomberg noted that Russian companies instead of having to lay off

employees, cut their salaries, send them on unpaid leave or transfer to part-time employment.

The Russian labor market has different mechanisms of adaptation to adjust to the crisis, it
does this not so much due to the quantitative adjustment, but rather due to price and time.
Deputy Director of the Centre for labor market studies HSE Rostislav Kapelyushnikov
confirms this decision in the comments of RBC. A person can work full time, but get 8
thousand rubles, adds the head of the Center for Social Policy of the Institute of Economics,
Eugene Gontmakher. The Russian workers have to agree on the deterioration of their own

working conditions (RosBusinessConsulting, 2016).

At Capital Economics they also emphasize that people who are employed in the informal
economy also lose their jobs, and many of them simply leave no trace in official statistics.
In particular, we are talking about foreigners, not formalized. Rosstat does not take into

account employment in the grey area, so, it is not possible to treat the unemployment rate
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"seriously” according to ILO methodology. On the other hand, a survey of Rosstat

employment exists in both the formal and the informal sector.
4.4.1. Regression analysis

In order to find out what factors influence the level of registered unemployment, we will
conduct a correlation and regression analysis, evaluate the close relationship between the
features with the time period for the analysis from 2001 to 2016. This will allow us to identify
the factors that have the greatest impact on productive criteria.

We will take the level of registered unemployment in the Russian Federation for 2001-2016,

% as an effective sign (Y).

Factor features are as follows:

X1 - movement of employees of organizations (departure of employees), in % of the
average number;

X2 - the number of economically active population in the Russian Federation, on
average for the year, thousands of people;

X3 - the share of unprofitable organizations in the total number of organizations by
all forms of ownership, %;

X4 — the average wage, growth rate;

X5 — the number of arrivals from outside Russia (total migration), thousands of
people.

X6 — inflation, growth rate;

X7 — GDP per capita, growth rate;

X8 — FDI, growth rate;

X9 — Population, thousands of people.

Table 2. Initial data. Russia
Year | Y X1 X2 X3 | X4 X5 X6 X7 X8 X9

2001 | 9,00 | 30,0 | 71547 | 37,9 | 0,46 | 193,45| -0,06 0,08, 0,30 146303,61

2002 | 7,90 | 30,5 | 72357 | 43,4| 0,35 | 184,61| -0,20| 0,07 0,38 145166,73

2003 | 8,20 | 31,3 | 72273 | 43,0 | 0,26 | 129,14 -0,20, 0,10 0,50 | 144963,65

2004 | 7,80 | 31,2 | 72985| 38,1 | 0,23 | 119,16 | -0,02| 0,11 | 0,36 | 144168,21

2005|710 31,3| 73581 | 36,4 | 0,27 | 177,23 | -0,07| 0,10 0,33 | 143474,22
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Year | Y | X1 | X2 X3 | X4 X5 X6 X7 X8 X9
2006 | 7,10 | 30,9 | 74419 | 325| 0,24 | 186,38 | -0,18| 0,12| 0,03 | 142753,55
2007 | 6,00 | 31,3 | 75289 | 25,5| 0,28 | 286,96 | 0,32| 0,12| 1,19 | 142220,97
2008 | 6,20 | 32,6 | 75700 | 28,3 | 0,27 | 281,61, 0,12 0,07 | -0,14 | 142008,84
2009 | 8,30 | 30,5 | 75694 | 32,0 | 0,08 | 279,91 | -0,34| -0,07| -0,21 | 141903,98
2010 | 7,30 | 28,2 | 75478 | 29,9 | 0,12 | 191,66 4 0,00, 0,06| 0,40 | 142856,54
2011 | 6,50 | 29,0 | 75779 | 30,0 | 0,12 | 356,54 | -0,31| 0,06| 0,66 | 142865,43
2012 | 5,50 | 28,7 | 75676 | 29,1 | 0,15| 417,68 | 0,08, 0,05| -0,19 | 143056,38
2013 | 5,50 | 29,5 | 75529 | 31,0| 0,11 | 482,24 | -0,02| 0,03| 0,10 | 143347,06
2014 |1 5,20 | 29,3 | 75428 | 33,0 | 0,09 | 590,82 | 0,76 | 0,02 | -0,14 | 143666,93
2015 | 5,57 | 29,1| 76588 | 32,6 | 0,04 | 598,62 | 0,14| -0,02| -0,08 | 146267,29
2016 | 5,54 | 28,4 | 76636 | 31,5| 0,08 | 575,16 | -0,58| 0,01| 0,03 | 146544,71
Source: Russia in Figures, 2016.

Table 3. Matrix of pair correlation coefficients. Russia

Y X1 X2 X3 X4 X5 X6 X7 X8 X9
Y 1
X1 0,36 1
X2 -0,78 -0,44 1
X3 064 023 -0,82 1
X4 061 058 -083 0,46 1
X5 082 058 0,74 -045 -0,70 1
X6 -040 0,08 0,10 -0,24 -0,02 0,26 1
X7 021 047 -056 020 069 -062 0,12 1
X8 022 019 -032 004 040 -043 -0,02 0,59 1
X9 011 -031 -030 055 013 023 -023 -010 -0,06 1

Source: Author’s own table.

The analysis of the correlation matrix made it possible to choose explanatory factors, which

have high values of the correlation coefficients. However, the factors which values of the

correlation coefficients are greater than 0.8 indicate to us about the presence of

multicollinearity.

To build the regression equation, we cannot take all factors simultaneously, as they are

multicollinearity between X2 X3 X4, i.e. there is a high mutual correlativity of explanatory
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variables. Therefore, to avoid multicollinearity, it is necessary to include factor where ryx is

the maximum. In our case, this factor is X2, the value of the coefficient of communication

is ryX2: -0.78.

Removing multicollinearity, we can make a regression analysis. Here we will use the method
of backward stepwise regression to find the most significant variables, that make the greatest

contribution to the variation of the dependent variable.
The results of the stepwise regression analysis will be presented in Table 4.

Table 4. Regression statistics. Russia

Dependent wvariable: Y

coefficient std. error t-ratio p-value

const 37.6285 6.16060 6.108 5.27e-05 *#®=%

X2 —-0.000378138 8.42165e-05 -4 .490 0.0007 Gl

X5 —0.00584387 0.000863103 -6.771 1.58e-05 #*#*=%

X7 -13.1511 2.24940 -5.846 7.88e-05 #*#®=%
Mean dependent wvar 6.7594375 5.D. dependent wvar 1.206085
Sum sguared resid 1.457444 S5.E. of regression 0.348502
RE-=squared 0.933206 Adjusted R-squared 0.916508
Fi(3, 12) 55.88566 P-value (F) 2.53e-07
Log-likelihood -3.53577%8 Lkaike criterion 15.07156
Schwarz criterion 18.161591 Hannan-Quinn 15.22881
rho —-0.115255 Durbin-Watson 1.852253
Test for normality of residual -

Hull hypothesis: error is normally distributed

Test statistic: Chi-sguare(2) = 0.851487

with p-value = (0.653284
IM test for autocorrelation up to order 4 -

Hull hypothesis: no autocorrelation

Test =statistic: LMF = 1.837E83

with p-value = P(F(4, 8) > 1.83783) = 0.215026
White's test for heteroskedasticity -

Hull hypothesis: heteroskedasticity not present

Test statistic: LM = 12.23598

with p-value = P[(Chi-sgquare(9) > 12.23%8) = 0.200127

Source: Author’s own table.

Multiple R = 0.97, which indicates a direct close relationship of the characteristic in the
equation. The coefficient of determination R? = 0.93. It shows that 93% of the variation in

the level of registered unemployment in Russia for 2001-2016 is due to the variation of the
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factors included in the model, i.e. the number of arrivals from outside Russia, the number of
economically active population in the Russian Federation, GDP per capita and the remaining
unaccounted factors account for 7%.

The value of Fisher's F-test is 55.89. F-criterion is equal to 3.49 table. Hence, Fract. > Frale.,
the null hypothesis is rejected, and the regression equation is statistically significant. Also,
the significance of the F-test shows the probability that the multiple R will be zero. It is
extremely small (significance F less than 0.05), therefore, the regression equation is
statistically significant with a probability of 95 %. Moreover, it is established that the model
meets the general requirements for the normality of residuals, homoscedasticity and lack of

autocorrelation.

The regression equation is:

Y= 37.63 - 0.00038X2 — 0.0058X5 — 13.15X7
4.4.2. The results of analysis

The analysis of the regression equation parameters gave the following results: with the
increase in the number of arrivals from outside Russia to the territory of the Russian
Federation by 1 million and the invariance of factor X2 and X7 (the number of economically
active population in the Russian Federation, GDP per capita), the level of registered
unemployment in Russia will decrease by an average of 5.8 %. In the case of the increase in
the number of economically active population by 1 million and the invariance of the factor
X5 and X7, the level of registered unemployment in Russia will decrease by 0.38 % on
average. And in the case of the increase in the growth rate of GDP per capita by 10 % and
the invariance of the factor X2 and X5, the level of registered unemployment in Russia will
decrease by 1.32 %.

The undertaken analysis shows that the level of registered unemployment depends (the
dependence is inverse, by the way) on the total number of migrants arriving on the territory
of the Russian Federation, the number of economically active population in the Russian

Federation and GDP per capita.

In Russia, the shortage of qualified personnel (primarily engineering workers) with an excess
of employees in a number of other areas, as well as a too low GDP per capita rate are the

main factors limiting the quality of economic development.
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The influx of qualified personnel from abroad allows to "move" the economy and scientific
and technological progress without the cost of education. In order for labor migration to
become a factor of acceleration, rather than limiting Russia's economic growth, migration
policy should be aimed primarily at the selection of foreign workers involved in the
professions, specialties and qualifications necessary for the sustainable development of the

host region, and the creation of conditions for their legal use by employers.

Another possibility for the development of the economy while maintaining social stability
is the timely retraining of personnel, which makes it possible to effectively combat
unemployment in some areas of the economy and the shortage of labor resources in other
areas. It is obvious that the corresponding correction in the state task for training of future

specialists in secondary special and higher educational institutions is also required.
4.5. Unemployment in Moscow and St. Petersburg

4.5.1. Analysis of data

Having described general provisions of the types of unemployment and taking into
consideration current information about characteristic features of unemployment during
recess in economics, let us draw our attention to data and consider the characteristics of the
labor market and unemployment in the two largest cities of Russia (according to the standard

parameters of official statistics) — Moscow and St. Petersburg.

The calculation of the number of unemployed persons is conducted according to the
methodology of ILO, and the number of officially registered unemployed in the state
employment service. It seems that the first indicator reflects the real level of unemployment,

while in the second case there may be all sorts of manipulation.

Let us start analysis of unemployment in Moscow and St. Petersburg with the number of
unemployed and unemployment rate. The data, including unemployment rate since 2000, is
reflected in Table 5:
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Table 5. The number of economically active, employed and unemployed population,

officially registered unemployed population, unemployed citizens receiving
unemployment benefits and unemployment rate in Moscow in 2000-2015
Year | Economic | Employed | Unemployed Officially Unemploy | Rate of
ally (pers.) (pers.) Registered ment Unemplo
active Unemployed Benefit yment
(pers.) (pers.) (pers.)
2000 | 5277000 | 5072000 205 000 36100 31900 3,89
2001 | 5517 000 | 5400 000 116 000 34700 30400 2,11
2002 | 5699 000 | 5617 000 81 000 35900 31400 1,43
2003 | 5738000 | 5663000 74 000 33600 28300 1,29
2004 | 5864 000 | 5768000 96 000 35100 28900 1,64
2005 | 5968 000 | 5918 000 50 000 34400 27700 0,83
2006 | 6 061 000 | 5962 000 99 000 34000 26100 1,64
2007 | 6 276 000 | 6224 000 52 000 22700 14800 0,83
2008 | 6 369 000 | 6310000 59 000 22900 14900 0,93
2009 | 6 374000 | 6198 000 176 000 59900 49100 2,77
2010 | 6436 000 | 6321000 115 000 46300 37300 1,78
2011 | 6644 000 | 6548 000 95 000 40600 34000 1,44
2012 | 6800000 | 6 745000 55 000 27600 22200 0,81
2013 | 6879300 | 6762 200 117 100 24500 20600 1,70
2014 | 7087 300 | 6982900 104 400 28600 22300 1,50
2015 | 7067 500 | 6942 300 125 200 44000 35500 1,80

Source: The Federal State Statistics Services, 2016.

From the table it follows that the percentage of unemployed has been steadily declining since

2000, before the global financial crisis began in 2008. In 2000 there was a local peak of

unemployment (3.9% of economically active, or almost 205000 people, did not have a job).

44




In Moscow in 2012, the number of unemployed was only 55 thousand people and the
unemployment rate was less than 1%, which is lower than average in the country by nearly

5%. This can be explained by the prestige of living and working in the capital.

However, due to the entry into force of western sanctions at the end of 2013 and a huge
outflow of capital from RF, the rate of unemployment has risen sharply. The main reason
was migration from poorest region to the Federal cities of Russia for a “better life”, therefore
number of economically active population increased, but the amount of jobs position vice
versa decreased. It is confirmed by the following table (Table 6):

Table 6. The ratio of job seekers to job openings in Russia vs Moscow and St.
Petersburg

Year Russia Moscow St. Petersburg
2008 3,5 0,3 0,7

2009 6,2 0,8 2,6

2010 4,9 0,7 1,3

2011 3,6 0,6 0,8

2012 2,7 0,4 0,5

2013 2,4 0,7 0,6

2014 2,1 0,6 0,5

2015 3.3 1,1 1

2016 3,3 1,1 1

Source: Unified interdepartmental information and statistical system, 2016.

As for the data on St. Petersburg, it is reflected in the Table 7, containing the figures

concerning labor market:
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Table 7. The number of economically active, employed and unemployed population,

officially registered unemployed population, unemployed citizens receiving
unemployment benefits and unemployment rate in St. Petersburg in 2000-2015
Year | Economic | Employed | Unemployed Officially Unemploy | Rate of
ally (pers.) (pers.) Registered ment Unemplo
active Unemployed Benefit yment
(pers.) (pers.) (pers.)
2000 | 2452000 | 2299 000 153 000 17200 15700 6,24
2001 | 2466 000 | 2 368 000 98 000 17700 15900 3,99
2002 | 2543000 | 2457 000 86 000 22100 19500 3,39
2003 | 2512000 | 2407 000 105 000 19300 15600 4,18
2004 | 2564 000 | 2494 000 70 000 19900 16600 2,73
2005 | 2620000 | 2562 000 57 000 19400 15900 2,19
2006 | 2 725000 | 2661 000 64 000 16100 13600 2,36
2007 | 2812000 | 2 754 000 58 000 13500 9900 2,05
2008 | 2809 000 | 2 751 000 57 000 14400 11300 2,05
2009 | 2847000 | 2731000 117 000 28600 24400 4,09
2010 | 2807 000 | 2733000 74 000 16800 12900 2,65
2011 | 2858 000 | 2 802 000 56 000 13400 10600 1,95
2012 | 2896 000 | 2863 000 33000 10700 8500 1,14
2013 | 2849000 | 2805 000 42 735 9400 7300 1,50
2014 | 2885100 | 2846 100 40 391 10300 8000 1,40
2015 | 2967 200 | 2905 300 62 311 13500 10900 2,10

Source: The Federal State Statistics Services, 2016.

In 2012 the number of unemployed there was 33 thousand people. The registered

unemployment rate for the period was 1.14%. As we can see, the sanctions, though not as

much as in Moscow, but finally had negative impact on the rate of unemployment in 2013.

However, the registered unemployment rate higher than in Moscow, but still lower than

average in the whole country.

For a more visual perception of the presented data, we can provide a graphical illustration of

the situation with employment and unemployment on both megacities of RF:
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Figure 3. Average unemployment rate and economically active people in Moscow
(2000-2015)
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Figure 4. Number of unemployed, officially registered unemployed and unemployed
citizens receiving unemployment benefits in Moscow

250 000

200 000

150 000

100 000

O|||I||I|| ||I|I|

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

B Unemployed (pers.) M Officially Registered Unemployed (pers.) Unemployment Benefit (pers.)

Source: Author’s own figure.
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Figure 5. Average unemployment rate and economically active people in St. Petersburg
(2000-2015)
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Figure 6. Number of unemployed, officially registered unemployed and unemployed
citizens receiving unemployment benefits in St. Petersburg
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Figure 7. The ratio of job seekers to job openings in Russia vs Moscow and St.
Petersburg
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Such a low level of unemployment in both cities is explained not so much by the real

situation, but by other aspects:

1. peculiarities of the Russian system of support of unemployed, which does not provide
sufficient incentives to register and oriented to "clipping" long-term unemployed;

2. the lack of confidence of citizens that it is possible to find a decent job by registering
at the labor exchange;

3. avery low level of material support.

It is also important to keep in mind low attractiveness of vacancies offered by employment
services. The reason for this is that the vast majority of jobs designed for skilled workers, is
filled without the assistance of the relevant public services and, as a rule, on
recommendations. Therefore, the vast majority of vacancies are officially published by the
employment service, is not of significant interest either for Muscovites nor for Petersburgers,

engaged in the search for a suitable job.
4.5.2. Regression analysis

To conduct regression analysis with the time period from 2001 to 2015 for Moscow and St.

Petersburg we will use the following factors:

49



Dependent:

Y — Unemployment rate in % for 2001-2015

Independent:

X1 — GRP per capita, growth rate, %;

X2 — Fixed investment, growth rate, %;

X3 — Total population growth, growth rate, %;

X4 — Population, growth rate, %;

X5 — Economically active population, growth rate, %;

X6 — Migration, growth rate, %;

X7 — Foreign direct investment, growth rate, %.

Table 8. Initial data. Moscow

Year Y X1 X2 X3 X4 X5 X6 X7

2001 2,1| 16,26 11,28 | -14,11 1,68 4,55 -22,02 56,26
2002 14| 27,29 26,78 | -24,85 1,34 3,30 -7,32 29,25
2003 13| 22,23 22,32 | 27,16 1,29 0,68 5,29 23,13
2004 16| 28,31 32,99 | 28,21 1,62 2,20 1,85 15,87
2005 08| 42,33 27,19 3,45 1,83 1,77 6,33 | 157,57
2006 16| 2510 29,41 | -15,03 1,69 1,56 -7,91 7,87
2007 0,8 25,80 31,44 | -43,09 1,20 <818 -40,26 | 46,17
2008 09| 2214 24,08 -0,67 0,85 1,48 82,18 | -57,79
2009 2,8 -14,34 -22,86 6,07 0,87 0,08 5,45 61,02
2010 1,8| 16,19 -1,30 | 58,10 1,14 0,97 49,38 | -22,95
2011 14| 17,60 16,88 | -54,80 3,10 3,23 -31,83 | 109,12
2012 0,8 4,15 42,46 | 410,27 0,86 2,35 78,89 | -46,22
2013 1,7 9,61 15,82 | -64,88 1,06 1,17 291 | 52,28
2014 1,5 7,19 9,11 | -30,60 0,91 3,02 -36,03 -4,47
2015 1,8 4,93 0,11 | 48,35 0,91 -0,28 61,64 34,30

Source: The Federal State Statistics Services, 2016.
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Table 9. Initial data. St. Petersburg

Year Y X1 X2 X3 X4 X5 X6 X7

2001 4 34,45 | 48,14 -2,40 -0,57 0,57 -5,87| 3549
2002 3,4 34,63 43,03 20,85 -0,62 3,12 | -25,53 | 16,49
2003 4,2 22,01 46,86 | -117,42 -0,28 -1,22 | -45,34 | 74,29
2004 2,7 31,97 5,45 | 339,49 0,32 2,07 | 104,36 | -1,29
2005 2,2 22,21 33,20 7,81 0,54 2,18 62,46 | 19,07
2006 2,4 23,02 23,48 31,61 0,65 4,01 | 40,33 | 42,39
2007 2,1 34,96 56,67 -50,10 0,55 3,19 | 33,57 | 48,86
2008 2 27,20 22,80 95,50 0,54 -0,11| 21,40 26,15
2009 4,1 2,34 | -10,35 0,58 0,71 1,35 -550| -16,78
2010 2,6 13,97 20,19 95,57 1,04 -1,40 | 17,77 | -5,29
2011 2 21,59 | -10,25 -19,09 1,24 1,82 | 59,34 | 71,52
2012 1,1 7,61 -2,29 38,80 1,31 1,33 | 26,37 | -22,93
2013 1,5 7,33 34,94 39,00 1,79 -1,62 | 34,99 | 48,62
2014 1,4 5,12 10,14 -42,52 1,61 1,27 | -47,21 | -27,67
2015 2,1 12,61 -7,63 -43,09 0,91 2,85 -52,15| -4,97

Source: The Federal State Statistics Services, 2016.

Using Excel, we obtain a matrix of paired coefficients (Table 10; 11), on the basis of which

we can conclude about the factors that can be included in the model of multiple regression.

Table 10. Matrix of pair correlation coefficients. Moscow

X1 X2 X3 X4 X5 X6 X7
Y 1
X1 -0,63 1
X2 -0,82 0,66 1
X3 -0,27 -0,26 0,31 1
X4 -0,08 0,43 0,20 -0,32 1
X5 -0,29 0,35 0,44 -0,11 0,41 1
X6 -0,16 -0,20 0,01 0,63 -0,49 -0,55
X7 0,10 0,26 -0,14 -0,45 0,61 0,12 -0,55 1

Source: Author’s own table.
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Table 11. Matrix of pair correlation coefficients. St. Petersburg

Y X1 X2 X3 X4 X5 X6 X7
Y 1
X1 0,32 1
X2 0,29 0,60 1
X3 -0,12 0,21 -0,23 1
X4 -0,79 -0,75 -0,53 0,01 1
X5 -0,10 0,33 -0,14 0,01 -0,18 1
X6 -0,28 0,28 -0,09 0,68 0,17 0,14 1
X7 0,22 0,48 0,51 -0,31 -0,27 -0,12 0,17 1

Source: Author’s own table.

The analysis of correlation matrix showed us the lack of multicollinearity (all coefficients
are less than 0.8), therefore we can provide a regression analysis using the method of
backward stepwise regression (Table 12, 13)

Table 12. Regression statistics. Moscow

Dependent wvariable: ¥

coefficient s=td. error t—ratio p—-values

const 1.96799 0.1236&78 15.91 6.65e-010 %%

X2 —0.0271709 0.00518041 —5.24%5 0.0002 LA
Mean dependent wvar 1.486667 5.D. dependent wvar 0.5496243
Sum sguared resid 1.340564 S5.E. of regression 0.3211249
E—-sgquared 0.679086 Bdjusted BE-sgquared 0.685494901
F{(l1, 13) 27.50832 P—wvalue (F) 0.000158
Log—-likelihood —3.171E879 Akalke criterion 10.34376
Schwarz criterion 11.75598a Hannan—Cuinn 10.32867
rho —0.3T78818 Durbin-Watson 2.578454

Test for normality of residual -
Hull hypothesis: error is normally distcributed
Test statistic: Chi-sgquare(2) = 1.218le
with p—wvalue = 0.543E851

IM test for autocorrelation up to order 4 -
Hull hypothesis: no autocorrelation
Test statistic: LMF = 0.85%9363
with p—value = P(F(4, 9) > 0.899363) = 0.503173

White's test for heteroskedasticity -
Hull hypothesis: heteroskedasticity not present

Test statistic: LM = 1.32202
with p-value = P({Chi-square(2) > 1.32202) = 0.51e32%5

Source: Author’s own table.

52



Table 13. Regression statistics. St. Petersburg

Dependent wariable: ¥

coefficient s2td. error t—ratio p—valuae
const 4.686%92 0.516840 S.068 1.02e-0g **%
X1 —0.0531233 0.017578%9 -3.022 0.0106 el
xX4q —-1.689507 0.275498 —6.153 4. .93e-05 ®*&&
Mean dependent wvar 2.520000 5.D. dependent wvar 0.987204
Sum sguared resid 2.895270%9 S5.E. of regression 0.45956043
R—=squared 0.78358%9 Ldjusted ERE-—-=sguared 0.747521
F{z2, 1zZ) 21.72505 P-wvalues (F) 0.000103
Log—likelihood —5.0594125 ABkaike criterion 24.18825
Schwarz criterion 26.31240 Hamnan—{Cuinn 24 . 16562
rho —0.262254 Durbkin-Watson 2.439370

Test for nmormality of residual -
Hull hvyvpothesis: error is normally distributed
Test statistic: Chi-—-sguare(2) = 0.62131=2
with p—value = 0.732966

LM test for autocorrelation up to order 4 -
Hull hypothesis: no autocorrelation
Test statistic: LMF = 0.277634
with p-—valuse = P(F(4, 8) > 0.277€34) = 0.

&1
&4

4434
White's test for heteroskedasticity -
Hull hypothesis: heteroskedasticity not pres=sent

Test statistic: LM = 4.48202
with p—value = P{Chi-sguarce(5) > 4.48202) = 0.482293

Source: Author’s own table.

By constructing the regression equation, we saw that the multiple regression coefficient is
0.82 for Moscow and 0.89 for St. Petersburg, in other words the connection between factors
are close and high. The coefficients of determination are 0.68 and 0.78, which mean that the
unemployment rate in Moscow depends on 68 % by the Foreign investment; dependent
variable (Unemployment rate) for St. Petersburg depends on GRP per capita and amount of
population by 78%, and the remaining unaccounted factors in the models account for 32%
and 22%.

The values of Fisher’s F-test in both cases greater than F-criterion (Fanie for Moscow is 4.6,
Frabie for St. Petersburg is 3.88). Hence, Fract>Fubie, the null hypothesis is rejected in both
cases, and the regression equations are statistically significant. Moreover, it is established
that the models meet the general requirements for the normality of residuals,

homoscedasticity and lack of autocorrelation.
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Regression equation for Moscow:
Y =1.97 - 0.03X2

It means, that with the increase in the growth rate of Fixed investment by 10 %, the

unemployment rate will decrease by 0.3 %
Regression equation in St. Petersburg:
Y =4.69 -0.05X1-1.7X4

With the increase in the growth rate of GRP per capita by 1 % and the invariance of factor
X4, the unemployment rate will decrease by 0.05%. In the case of the increase in the growth
rate of amount of population by 1 % and the invariance of factor X1, the unemployment rate

will decrease by 1.7 %
5. RESULTS AND DISCUSSION

5.1. The results of the comparison

For standard unemployment recorded according to the existing rules and regulations, the two

largest cities of Russia have some common features:

- natural character, i.e. either frictional unemployment associated with the
causes of personal property, or unemployment associated with the structural mismatch of
occupational skills and job vacancies, resulting in low unemployment and a low value of
coefficient of tension;

- increase the educational status;

- decrease in the average duration of job search;

- the level of unregistered unemployment is higher than that of registered one
(which makes it close to non-standard unemployment);

- unemployment is «younger» than in Russia;

- some types of economic activities contribute to the reduction of

unemployment among migrants: as a wholesale, retail trade and construction.

The distinctive characteristics arising from differences in the standard unemployment rate in

these two cities include:
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- different degree of attractiveness of labor migration from the point of view of
migrants and cities (a great need in the labor force in St. Petersburg, but lesser attractiveness
to migrants in comparison with Moscow);

- different "speed" of transformation of ownership, different impact of the fixed
investment, and, accordingly, different "speed” effect on employment growth (higher in

Moscow than in St. Petersburg). (Eremeeva, 2016)

Identifying these differences, we can conclude that the distinguishing features of St.
Petersburg in comparison with Moscow largely reproduce the characteristics of the country
as a whole. Moscow, due to the special status of the capital, has a number of differences:
population growth caused by migration and natural growth is great, the investment in the
fixed capital is bigger, greater "speed"” of change of forms of ownership, which confirms the
validity of the hypothesis of capital in major cities, the special structure of the postindustrial

economy and their impact on unemployment.

5.2. The main directions of regulation of unemployment in Moscow

and St. Petersburg

State policy in the field of employment of the city population implements providing citizens
with appropriate safeguards on the basis of existing centres for employment, retraining and
professional orientation of the population, created by the City employment service. In this
regard, the concept of employment demanded new definition. On the one hand, ‘voluntary
unemployment’ is legal. On the other hand, unemployment of a person who is looking for a
job is another matter. This category of the population should be under the control of the state,
designed to provide every citizen his constitutional right to work. Accordingly, there is a

need to keep score of the unwillingly unemployed population (Matskulyak, 2005, p. 24-27).

The law provides for the obligation of the unemployed citizen to report it. This is one of the
new principles that define the rules of conduct of the citizen and the state in the labor market:
an unemployed citizen appeals for help to the state, namely in the city employment service.
Person is registered as a job seeker. Since that moment, the state is obliged within 10 calendar
days to provide him with a suitable job. If after this period, there are no proposals for a

suitable job there, he becomes unemployed and begins to receive state benefits.
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The city employment service is a structure of special state bodies, designed to ensure
coordination, the decision of questions of employment of the population, to regulate the
supply and demand for labor, to assist citizens in employment, organization of their
vocational training, the provision of social support to the unemployed. Services are provided
by employment service free of charge.

In 2008-2010 in Moscow and St. Petersburg funds from the budget were allocated for the
creation and modernization of jobs, including specialized, for people with disabilities.
Measures were implemented to ensure access by persons with disabilities to jobs and objects

of industrial infrastructure, their education and training.

In the modern context in the field of employment urban policy is focused on improving the
efficiency of work, creation of conditions for improvement of the sectoral distribution of the
workforce, linkages to ongoing activities with the interests of the parties in the labor market.
The purpose of state regulation of employment in Moscow and in St. Petersburg at the
present stage is to ensure a balanced labor market and minimize unemployment to the
percentage needed for the normal functioning of market mechanisms. A form of

implementation of the state employment policy at all levels of government is a city program.

State policy for effective employment in the cities of Moscow and St. Petersburg
strategically solves different tasks, which indicate adaptation funds (employment programs)
to achieve the same goals but in different conditions. In Moscow it is important to ensure
the effective employment of the existing population (to prevent cyclical unemployment), in
St. Petersburg effective employment requires a significant increase in the labor force, which

is typical for the country as a whole.

For the modern Russian economy, from the point of view of selection of labor resources in
the near future, there exist anti-opportunities and threats. Therefore, it is extremely rational
to treat the existing economically active population including the unemployed correctly,
otherwise diminishing capacity of human resources will become a brake of economic
growth. This "inhibitory effect" already develops, so the problem lies in weakening this

negative effect.

56



5.3. Advantages and disadvantages of big cities in fighting

unemployment

Only major city has the money or the market potential, the competitive advantages that can
stably self-reproduce, and reproduce the conditions necessary for employment, in all other
cases this is not happening. In other settlements people can’t freely find or change jobs, since
all other areas can be deprived of money to the extent in the amount they are present in a
large city. There may not be competitive advantage that contribute to the rational distribution
of all other inputs needed for productive work. The smaller the area, the more
professionalism must be addressed to the task of creating jobs.

Therefore, the documents defining the strategies for labor market management should define
creating and improving legal, economic and institutional conditions for increasing the
efficiency of employment. It is clear that such measures will manifest themselves only in
those places where there is market potential, jobs, employment and market unemployment.
Territories, deprived of the market potential, can face degradation as a consequence of the

lack of adequate action.

Megacities can come across hazards. As a place with developed competitive advantages,
where it is easy to find a job and desirable quality of life, big city inevitably attracts new
residents, visitors, firms and investment. The influx of people and resources entails an
increase in prices for housing and real estate, increases the burden on existing infrastructure
and social services budgets. To cope with these problems, the city will raise taxes on the
population and firms or require more substantial funding from Central budget to pay for the
necessary improvements in systems of transport, communications, energy and social sectors.
Paradoxically, the well-being and attractiveness of a major city can awaken forces, which in
the end will destroy its attractiveness, as they might operate the internal factors of the

economic downturn (Kotler, Asplund, Rein and Haider, 2005, p. 33).

Unemployment in a large city with its complex structure due to interlocking types of
industrial and post-industrial development, begins to develop on the cumulative principle. It
is usually more protracted in time than in areas with less complex structure. During the
current unemployment crisis in Moscow and St. Petersburg unemployment continued to
grow, when the rest of the country felt release of unemployment tension. In a recession, non-

standard employment turns into non- standard unemployment.
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In the conditions of market relations formation appearance of non-standard employment was
a factor, lightening the severity of transients in the current market, but the unwinding of non-
standard unemployment only adds to the depth of the crisis. In this case, there is the
imperfection of the legal, economic and institutional development.

It is therefore important for the state, to develop an employment strategy that seeks to make
it attractive to live not only in the major cities (they are attractive), but also to develop other
areas and places, in order to protect large cities from the start of the internal mechanisms of
self-destruction.

Measures to overcome unemployment of a non-market type, as shown by the positive
European experience, give sustainable results in 10-15 years. So they really should be built
into the strategy, to respond to obstacles and setbacks on the road of developing the necessary

competitive advantages that trigger the market mechanism in the labor market.

The positive role of large cities in the development of other settlements and territories is, as
a kind of ground for farming institutional, product and process innovations, they represent a
source of diverse experience, allow you to select the most appropriate areas for activities

that may compete with their own fantasies of the local population and authorities.

6. CONCLUSION

The undertaken study was aimed at theoretical substantiation of the need for additional
factors reflecting features of contemporary unemployment for differentiated approach in
developing measures for dealing with unemployment in a modern economy of the Russian
Federation. The actually used state control measures are traditional, and their theoretical
basis can be traced in the writings of the classical economists. This might be one of the
reasons for the low efficiency of state regulation of the labor market. In conditions of
economic crisis, the need for other embodiments of the concepts supporting the strategic

regulatory measures to overcome unemployment is magnified.

The essence of the new approach, which was developed in the thesis, consists in the
introduction of the analysis of such relevant institutional factor of the modern economy, as
a major city. It allowed to bring the analysis beyond the known, very general characteristics

of the macroeconomy, and to reflect the current state of the labor market and unemployment.
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The possibility of introducing in the theoretical analysis of the factor "major city", argued
that it is the most developed economic Institute, as it concentrates the economic resources
such as capital and labor in greater volume than other territorial institutions. Their
concentration in large cities makes the most obvious reflection of the peculiarities of national
development, including the labor market and employment. The emphasis on the
concentration of capital in a major city and its absence or scarcity in other areas of the
national economy, gives foundation to divide unemployment into “"market" and
"nonmarket"”. Within the boundaries of the national economy, it is impossible to explain the
existence of unemployment only by market factors. There are such areas in Russia, where
the market potential is missing, and therefore the nature of unemployment is quite different,

i.e. "'non-market".

The theoretical conclusions of the concept study were confirmed by empirical analysis of
data on unemployment in RF and its major cities (Moscow and Saint Petersburg), which,
according to the hypothesis, represent the market potential of the economy in the most
developed form. It was also important to analyze the political practices of overcoming
unemployment in these cities. At the end of the thesis, we managed to word provisions that
improve the development of strategy of state policy in the sphere of overcoming
unemployment, showing the differentiated approach to the effects. These are direct and

indirect measures, differentiated according to the nature of unemployment.

The analysis of employment policies in two megacities of Russia - Moscow and St.
Petersburg - showed that the tactical employment policy objectives of these two cities are
different. In Moscow, it is important to ensure the effective employment of the existing
population, while St. Petersburg’s effective employment requires a significant increase in

the economically active population, which is typical for the country as a whole.

The characteristics of today's large cities focus attention at the postindustrial type of
economy and, consequently, the nature of employment. The post-industrial economy
corresponds to non-standard employment, which was confirmed in the study of the
theoretical arguments with empirical facts. Nevertheless, modern post-industrial society
provided the opportunity for diversity of economic activities, and, accordingly, forms of
employment. As in specular reflection, various forms of employment resulted in a variety of
forms of unemployment that do not fit in the old standard view, and defined in the thesis as

nonstandard. "Non-standard employment" is understood in the study, through deviation from
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the "standard”, similar to how is the "imperfect competition” relative to “perfect

competition".

At present, we observe in Russia the phenomenon of discrepancy of the economic situation
and unemployment. Russian companies instead of laying off employees, cut their salaries,
send them on unpaid leave or transfer to part-time employment. The Russian labor market
has worked out different mechanisms of adaptation to adjust to the crisis. It does this not so
much due to the quantitative adjustment, but rather due to price and time. In this case,
employees suffer from having to work much time for a small salary, but there is no panic in
the society because the average unemployment rate is bearable or even reasonable.
Hopefully, it will soon give results, otherwise there might be serious discontentment of the

population.

Considering the problem of state regulation in the sphere of unemployment, it should be
specially emphasized that economic theory has no consensus in the estimation of the
theoretical developments in this area, nor a universal positive experience. Anyhow,
according to the logic of the conducted study, it was suggested to classify the methods for

overcoming unemployment, from the point of view of the state in two directions.

The first direction (in the case of the market unemployment, which increasingly becomes a
typical non-standard type): To regulate the unemployment rate, it is preferable to use indirect
methods, through the creation of economic incentives and legal standards that support the

establishment of new institutions of employment.

The second direction (in the case of unemployment of "non-market™ type): to ensure inflow
of capital, for example, the targeted development of investment projects. In this regard, to
adequately assess the potential of small businesses which are not likely to develop in areas

with lack or serious scarcity of capital.
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