EUROPEAN PROCEEDINGS OF

MULTIDISCIPLINARY SCIENCES

c/\s Future Academy elSSN: 2421-826X

http://dx.doi.org/10.15405/epms.2017.06.8

4t BE-ci 2017
International Conference on Business & Economics

PROBLEMS OF MINIMUM SALARY IN RUSSIA

Viktoriya Vladimirovna Kookueva (a)*, Juliya Sergeevna Tsertseil (b)
*Corresponding author

(a) Plekhanov Russian University of Economics, Stremyanny lane, 36, Moscow, Russian Federation,
kookueva.vv@gmail.com, 79258345767
(b) Plekhanov Russian University of Economics, Stremyanny lane, 36, Moscow, Russian Federation,
zerzeil8811@mail.ru, 79660102730

Abstract

This article highlights the issue of low-level minimum wage in Russia which is not in line with the
living wage and unable to guarantee an acceptable quality of life. We conducted an investigation of some
legal aspects concerning the determination of minimum wage level, its increase, its accordance with the
value of consumer basket and minimum assortment. This article’s main goal is to study the theoretical
and legal aspects of the determination of a minimum wage in Russia including an investigation of its level
dynamics and a minimum wage correlation with a living wage across the state. We used empirical
research methods such as ranking, grouping, comparing in our investigation. We also used several
statistical research methods (e.g. structural analysis, dynamics analysis, correlation and regression
analysis). The statistical research methods helped to determine general factors of the minimum wage
changes and their impact on common average income. We developed a correlation-regression model,
where «y» is the size of average income per capita and variables «x1» is the size of the minimum wage,
«x2» - the nominal size of the average wage, y-per capita income. Y=694,65+0,3213x1+0,7958x2.
R=0.99.

In the conclusion we state that the minimum wage does not exceed the cost of living, although the
Constitution of the Russian Federation guarantees that it should not be less than the latter. Our
investigation made it clear that a significant difference between the minimum wage, living wage and the
average wage in this country leads to increased property differentiation of the population and a higher
level of poverty.
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1. Introduction

Today the topic of minimum wages as the guarantor of adequate social standard of living remains
hotly debated. In this paper we offer a new approach to identify the problem. The researchers Wong and
Ye (2014) found that in China the rise in minimum wage raised life quality, improved working
conditions, as well as wages, performance ratio, monthly income level, and hourly wages and provided
the reduction of working hours per day (Wong & Ye, 2014).

We investigated the process of establishing the federal minimum wage and its impact on national
employment. Public authorities use the minimum wage for improving the living standards of workers
with low income. The living wage in some countries gets indexed so that it keeps up with cost of living
increases. But some researchers failed to find positive employment effects from minimum wages. The
researchers Meer and West (2013) found two opposite employment effects from minimum wage namely,
the reduction of demand for new labour force due to an increase of specific marginal costs of staff, and on
the other hand, the improvement of relationship between worker and employer in search of new
productive forces.

Other authors show that an increase in the minimum wage provides an increase in the intensity of
professional retraining of workers (skills improvement) on the part of employers (Reich, Hall, & Jacobs,
2003).

Some other authors treat the effects of increasing the minimum wage on the following points: the
impact on the overall employment and unemployment; the process of establishing a minimum level of
wages depends on geographic and demographic characteristics, as well as on the territorial jurisdiction of
the productive forces; relationships at different stages of the company life cycle. A rise of minimum wage
does not entail any direct changes in the labour market, but at the same time there are indirect effects in
other sectors (Marginean & Chenic, 2013).

Other researchers studied the mechanism of establishing the minimum wage in a particular local
area, its impact on the life of people in these areas. A common adjustment in minimum wages affect
larger fraction of workers in the labour market, namely the elderly, women and teenagers. The positive
effect of the minimum wage increase provides the reduction of staff turnover and, as a consequence,
eliminates the direct costs of the employer to find new workforce, training and so on (Reich, Jacobs, &
Bernhardt, 2014).

A group of authors argue that the labour market is more susceptible to the influence of the overall
level of expenditure and macroeconomic activity in the area than to the establishment of the minimum
wage (Brennan & Stanford, 2014).

Some researchers examined the effects of legal regulation of the minimum wage and the
establishment of the standard level of the minimum wage. The key moment in this process, according to
the authors, is the fact that the directly established minimum wage does not coincide with the minimum
market equilibrium level of wages because of the existing volume of supply and demand of labour. It has
a positive effect on teenage employment because teenagers agree to earn a statutory minimum wage
which is lower than the market equilibrium price, in exchange for the opportunity to obtain professional

experience, knowledge, that is, the formation of human capital (Wilson, 2012).
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Today the world is characterised by the economic and financial crises (Bonnet, Saget, & Weber,

2012) so the issues of social protection of the population, support of vulnerable groups of citizens and

redistribution of income have become significant. Surveys of labour economists have identified the

following areas of investigation concerning minimum wages:

2.

- wages for temporarily unemployed citizens (unemployment benefits);

- retirement benefits;

- health care;

- social security;

- other (minimum wage and social support to migrants, benefits for children, etc.).

Problem Statement

This article investigates the problem of low-level minimum wage in the Russian Federation

because this low minimum wage fails to meet the requirements to have a basic quality of life which

leaves the family to rely on government programs for additional income

3.

2.1.

2.2.

2.3.

Nowadays there are lots of social and economic problems, but the problem concerning
remuneration for labour, correlation of living wage (LW) with minimum wage amount (MWA)
is urgent. Article 37 of the Constitution of the Russian Federation provides the right of every
citizen to work and to remuneration for labour without any discrimination (the sum cannot be
lower of the minimum compensation for labour established by Federal law) and the right to be

protected against unemployment.

On the one hand, the Labour Code of the Russian Federation states that the minimum
remuneration for labour cannot be lower than a living wage and minimum wage should cover

compensatory reliefs, incentive payments and social benefits/

The concept of minimum wage was challenged by employers and organizations of public
sector and now it includes some compensatory reliefs (e.g. for arduous, harmful and/or
hazardous working conditions, for night shifts, for work performed during weekends or
holidays). It should be mentioned that organizations of public sector were the first to apply this
challenge. For instance, non-manual staff and auxiliaries in schools and nursery schools must
perform additional work for a minimum wage (e.g. a watchman must work as a stocker).
Changes in the labor law indicate that they reflect the interests of employers and worsened the

life of working people.

Research Questions

The study of legal aspects of minimum wages

3.1. Analysis of the dynamics of size and the ratio of cost of living

The theoretical part of our investigation was devoted to the study of legal aspects of the minimum

wages in Russia, analysis of the dynamics of its size, the ratio of cost of living throughout the country and
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its regions, and the development of recommendations for improving the methodology for the minimum

wage calculation in order to ensure social security of working citizens.

3.2. Analyses of the consumer basket, fixed minimum set of products

The theoretical part considers the problem of the increase of the minimum wage and its
compliance with the cost of the consumer basket, as well as a fixed minimum set of products. The
analytical part deals with the analysis of the minimum wage, its dynamics and its ratio with the cost of

living, the income per capita throughout the country and in its federal districts.

3.3. Analysis of data by regions on the population with incomes below the poverty level

The report presents the analysis of data by regions on the population with incomes below the

poverty level throughout Russia and its territorial entities/

4. Purpose of the Study

This article’s main goal is to study the theoretical and legal aspects of the determination of
minimum wage in Russia, to investigate its dynamics, the correlation of minimum wage with living wage
in the state in general and within federal districts in particular; a development of recommendations for the
improvement of methodology of minimum wage calculations to guarantee social security of working

people.

5. Research Methods

We used theoretical and empirical research methods in this study.

5.1. Theoretical research methods

We used different theoretical research methods such as dialectical approach, deduction, analyses,

synthesis. These methods helped to determinate the main characteristic features of the minimum wage.

5.2. Empirical research methods

Such empirical research methods as ranking, grouping, comparing were used in this paper. These
methods helped to compare the data among different Russian federal districts and also among different
countries.

At the same time, we used several statistical research methods (e.g. structural analysis, dynamics
analysis, and correlation and regression analysis). On the basis of the statistical research methods, we
learnt common factors of changes in minimum wage and their impact on general average income of
people.

The theoretical part of the research was devoted to the study of legal aspects of the determination
of minimum wage, its increase, its correlation with the value of consumer basket and minimum and fixed

assortment. The analytical part of the research deals with minimum wage, its dynamics and proportion
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with the living wage and with an average income across the state in general and within its federal districts
in particular.

It is generally known that minimum wage performs a social function, protects a working person
against his illegal exploitation by employers and prompts a discharge of social guarantees to working
people. But we believe that the system of minimum wage does not perform its social and protective
functions in the Russian Federation.

In Russia minimum wage was raised on the 1st of July 2016 up to 7,500 roubles.

Fig.1 reports on the dynamics of minimum wage in Russia.
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Figure 01.  The dynamics of minimum wage in Russia in years 2000-2016 in roubles.

The figures show the increase of minimum wage, but we should compare dynamics of growth of
living wage of working people and their correlation. Fig.2 reports the dynamics of growth of living wage
in the years 2000 - 2016. Positive dynamics of established living wage does not give any objective

information. Fig. 3 displays a correlation of minimum wage level to living wage level and gives more

information.
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Figure 02. The dynamics of growth of living wage in Russia in the period of 20002016 in roubles.
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In 2000 there was the lowest correlation of minimum wage level to living wage level and equals

only 0.1, i.e. the minimum wage covered only 10% of living wage for a working person. For the years

2001 - September 2007 this correlation was not above 0.3, but later it grew quickly to 0.55. The highest

correlation was seen in 2009 and index was 1.1. — 0.79, later it decreased to 0.68-0.66 and was not

changed up to 2014. In 2015 this index was 0.57, and on January 1, 2016 it equalled to 0.59. Apparently,

in comparison with the data in the beginning of 2000-s indexes grew up, but normal level of indexes

established by law had not been reached during last 16 years.

If we analyse the changes in the living wage we will see that its calculation in the second part of

the year 2015 is contradictory, taking into account the information of price indexes in 2015.

Table 01.

Comparison of the living wage level and indexes of prices in 2015, % to the 2014.

Index

Jan.

Feb.

Mar.

Apr.

May

June

July

Aug.

Sept.

Oct.

Nov.

Indexes
of
consumer
service
prices

102,16

100,83

100,31

100,02

100,50

100,97

103,00

101,27

100,02

99,91

100,16

100,65

Indexes
of food
products
prices;

105,66

103,29

101,57

100,33

100,07

99,55

99,73

99,34

100,42

101,04

101,16

101,18

Indexes
of non-
food
products
prices

103,20

102,06

101,43

100,88

100,54

100,33

100,45

100,75

101,09

101,00

100,73

100,43

Indexes
of
consumer
service
prices

102,16

100,83

100,31

100,02

100,50

100,97

103,00

101,27

100,02

99,91

100,16

100,65

Living
wage
level,
RUB

9662

10017

9673

9452
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According to Fig. 1 price indexes were growing up except indexes on food products in summer. In
fact, according to the Federal State Statistics Service the inflation rate was 12.91% in 2015. It is unclear
why the living wage at the end of 2015 equalled to 9,452 roubles if annual inflation rate was 12.91% (it
was the highest inflation rate for last 8 years and the inflation rate was higher only in 2008).

January 1, 2013 was the beginning of changes in calculating the market basket which is the basis
for calculating living wage. The comparison of the market basket contents does not allow making any
strong conclusion. On the one hand, the market basket indicates that norms of intake of meat, milk and
fruits grew up. On the other hand, a correlation of values of non-food products was established, which is
50% of food products values independently of the population category. The same correlation was
established for consumer services. The government determined intake norms of some types of goods and
services up to 2013 and we believe that this intake expressed in terms of money is higher than 50% of the
products value.

We dealt with the concept of the minimum and fixed assortment of consumer goods. The
Resolution of the government of the Russian Federation Ne54 from January 28, 2013 established the
methodical recommendation to determinate the consumer basket for the main social and demographical
groups of population in federal districts of the Russian Federation.

The minimum set of food for the main socio-demographic groups was formed taking into account
the distribution of the Russian Federation into the zones which were formed depending on the following
factors: climatic and economic conditions; peculiarities of the food production; national traditions and
local peculiarities in the nutrition of the population; prevailing diet based on the actual food consumption
in low-income families; the need to meet the nutrients requirements; higher energy value of food for
people living in the North.

Due to the fact that territorial entities of the Russian Federation have a significant differentiation in
their socio-economic development, the definition of the financial assistance sizes provided by the Federal
Centre is one of the most important aspects of the budget process. The cost of a fixed basket of consumer
goods and services is determined by the purchasing power of individual entities of the Russian
Federation. This indicator can be used as an auxiliary tool in the inter-regional comparisons of purchasing
power.

The structure of a fixed set for inter-regional comparisons included 30 food products, 42 non-food
items and 12 paid services.

Let us compare the cost of a fixed and a minimum set of consumer goods. Table 2 shows the value
set in January of each year and gives a fixed set excess over the minimum. Accordingly, in the period
from 2002 to 2016 fixed set value increased 4.8 times, and the cost of the minimum set increased 3.9
times. Moreover, a trend of increasing excess of a fixed set over minimum from 3.0 to 3.8 times has been
noticed, which indicates a high level of differentiation of the goods value within the country. It is also

worth noting that the size of the minimum wages is below the poverty level.
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Table 02. Comparison of fixed costs, the minimum set of goods, the living wage and the minimum wage

in January
) . ) 'Excess of the living wage for 1 Minimum
Years Fixed set Minimum set minimum set ?Ver the quarter wage
fixed set, times amount
2002 2812,12 936,71 3,0 1719 450
2003 3232,84 1044,78 3,1 2047 450
2004 3680,67 1116,6 33 2293 600
2005 4298,22 1254,28 3.4 2910 720
2006 4913,78 1406,65 3,5 3374 800
2007 5421,2 1506,78 3,6 3696 1100
2008 6334,12 1879,99 3.4 4402 2300
2009 7292,01 2159,42 3.4 5083 4330
2010 8014,17 2192,72 3,7 5518 4330
2011 9072,71 2768,69 33 6473 4330
2012 9208,83 2437,44 3.8 6307 4611
2013 10046,71 2662,15 3.8 7095 5205
2014 10952,88 292288 3,7 7688 5554
2015 12506,72 3592,51 3,5 9662 5965
2016 13517,06 3627,07 3,7 9776 6204

The table indicates that the minimum wage increased regularly over the years, but the
interpretation of the concept of a minimum wage has also changed, but so far it has not reached the
minimum poverty level of the working population.

The size of living wage during the past 15 years has increased 8 times. However, if we consider
the effect of inflation, the living wage should be compared based on the analysed period, the consumer
price index. Table 3 analyses the dynamics of poverty level (PL). It is seen that the cumulative PL growth
rate at current prices amounted to 15 800.7%. The highest growth rate of the PL as for the previous year
was observed in 2015, 2002, 2008. The consumer price index was the highest in 2001 - 118.5% 2002
115% -, 2015- 112.9%. Table 1 shows the calculation of the PL size in prices of the year 2000. So, if in
2000 the PL equalled 1210 roubles, in 2015 it equalled 2070.4 roubles in prices of the year 2000. In 2015
PL in prices of the year 2000 prices increased in comparison with 2000 by 71.1%, while the inflation
factor based on the consumer price index during 15 years amounted to 4.69 times. Hence it is clear that
the depreciation of the poverty level was more than 2.7 times. If we take the living wage amount in 2000
as the baseline, then use the CPI as the recommended rate of growth, in 2015 the living wage size would
have amounted to 45455.1 roubles. Given what the size of the poverty in 2015 was 9701 rubles, then our
results indexing by the consumer price index in 2000 PL is high enough. This may be due to the

comparison base of the year of 2000, while the calculation of the consumer basket was different.

Table 03. Dynamics of the PL amount and growth rates in terms of the current and comparable prices

(the year 2000)
Indicators| 200 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 5405 | 2009 1. 2010r.| 2011 r.| 2012 .| 2013 1| 2014 .| 20151
T. T. T. T. T. T. T. T.
n 1210 1500 | 1808 | 2112 | 2376 | 3018 | 3422 | 3847 | 4593 | 5153 | ses8 | 6369 | 6510 | 7306 | 8050 | 9701
cpl 100 | 11858 11504 111,99 111,73 110,92 109,00 111,87 11328 | 108,80 | 108,78 | 106,10 | 106,57 | 10647| 11135 | 112,91
233?"" ! 1,19 | 1,36 | 1,53 | 1,71 | 1,89 | 2,06 | 231 | 2,62 | 285 | 3,10 | 328 | 350 | 373 | 415 | 4,69
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PL at
comparable
prices
(2000)

1210 1265,0 1325,1f 138220 1391,8 1593,8] 1657,9 1666,00 17559 | 1810,7 | 1837,4| 1939,1 | 1859,8 | 19604 | 1939,8 | 20704

PL growth
rate at
current
prices as 100 | 123,97 120,53 116,81 112,50 127,02 113,39 112,42 11939 | 112,19 | 110,38 | 111,97 | 102,21 | 112,23 | 110,18 | 120,51
compared ’ ? ’ ? ’ ’ ? ’ ? ’ ’ ’ ’ ’ ?
to the
previous
year, %

PL growth
rate at
current
‘c’;‘:fpsaf:d 100 | 123,97 149,42 174,55 196,3q 249,42 282,81 317,93 379,59 | 425,87 | 470,08 | 526,36 | 538,02 | 603,80 | 665,29 | 801,74
to basic
(2000)
year, %

PL growth
rate at

comparable
prices of 100 | 104,54 104,76 104,31f 100,69 114,52| 104,02[ 100,49 105,40 | 103,12 | 101,47 | 105,53 | 9591 105,41 | 98,95 106,73
2000 to the
previous
year

PL growth
rate at

;‘:i"c‘eps‘"‘:)‘"‘fble 100 | 104,54 109,52 11423 115,02 131,72 137,02 137,69 145,12 | 149,64 | 151,85 | 160,25 | 153,70 | 162,01 | 160,32 | 171,11
2000 to the
basic year

PL amounts|
indexation
considering
the CPI

12100 1778,7 2466,8 3227,1f 4056,3 571500 70632 8882,9 120139 14664,8 17608, 20919, 227875 27228, 334064 45455,

Figure 4 shows the growth rates of the poverty level at 2000 prices and current prices. It is
evident that in nominal terms, the size of a living wage grew faster than in reality.
140
120
100
80
60
40

20

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

==@==PL growth rates in terms of actual prices ==@==PL growth rates in terms of 2000-year prices

Figure 4. Comparison of the PL (poverty level) growth rates in current prices and constant

prices of 2000 by percentage
6. Findings

Let us consider the impact of the minimum monthly wage on the size of the average income per

capita. We will see that the minimum monthly wage has a reproductive function, i.e. the role of the
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minimum wage in the formation of average income per capita. The second factor will be the nominal
average wage in the country as a whole.

While carrying out the statistical analysis we will develop a correlation-regression model, where y
is the size of average income per capita, as well as variables x1 is the size of the minimum wage, x2 - the
nominal size of the average wage.

Table 4 presents the results of a statistical regression analysis of income per capita, depending on

the size of the minimum wage and nominal wage.

Table 04. Regression analysis findings

Regression statistics

MultipleR 0,999367262
R-squared 0,998734924
Normalized R-squared 0,998540297
Standard error 356,0848563
Observations 16
q Standard e o q o Lower Higher
Coefficients error t-statistics P-value Lower 95% | Higher 95% 95,0% 95,0%
. Y- . 694,6580657 | 193,2517757 | 3,594575332 | 0,003265567 | 277,1629868 | 1112,153145 277,163 1112,153
intersection
Variable X -
1 0,321349213 | 0,205722775 | 1,562049768 0,1422829 0.123087822 0,765786248 | -0,12309 | 0,765786
Variable X
5 0,795832338 | 0,041544682 | 19,15605814 | 6,53943E-11 0,70608051 0,885584166 | 0,706081 | 0,885584

As aresult of calculations we can draw up the equation:
Y=694,65+0,3213x1+0,7958x2 (1)

The influence of positive factors is observed. However, it is clear that the impact of the minimum
wage on the size of the average income per capita sizes is rather low - 0.3213, while the effect of the
nominal wage is high enough - 0.7958. Hence the size of the average income per capita is not strongly
dependent on the size of the minimum wage, probably because of its low size.

Let us check the results. The determination coefficient - R2 equal to 0.99, which is very high,
indicating the statistical significance of the studied factors.

Residual autocorrelation check using Durbin Watson criteria:

ziv=1 Z;:r=2(ei,t - ei,t—1)2

N T 2
i=1 i1 €it

The result we obtained is equal to 1.3923. Let’s compare it with tabular data when n =2, m = 16,

dwy, = 2

where the upper value is 1.37, the lower value - 1.10. Our result is above the upper value, but less than 2,
which indicates that there are no autocorrelation residues. We have also carried out autocorrelation
analysis using Brescia-Godfrey test, where the observed value is less than the critical value, which means
that there is no autocorrelation.

Besides, we have carried out the data heteroscedasticity analysis using White's test. As a result of
the analysis were obtained statistically significant determination coefficient - 0.72.

The compilation of statistics observed y_obs ~ 2 = nR ~ 2. This value is compared with the

tabulated value of chi-square distribution at the level of significance a if the number of degrees of
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freedom (m-1), m- the number of parameters in the last regression. Then we checked 16 * 0.7184 =

11.49, which was less than the tabulated value 24.99. This indicates the absence of heteroscedasticity.

Thus, these calculations have shown that the resulting regression model is statistically significant.

Analysis of the model suggests a role of the low minimum wages in the formation of the average income

per capita of the Russian citizens.

Let us analyse the data of Russian Statistical Service on the number of people with incomes below

the subsistence minimum in Russia and its territorial entities. We have determined the regions with the

highest and lowest proportion of the population with incomes below the subsistence minimum for each

federal district for the years 2009-2015.

Table 05. Regions with the highest and lowest proportion of the population with incomes below the
subsistence minimum by federal districts
2009 2010 2011 2012 2013 2014 2015
Central Federal District
Maximum Kostroma Smolensk Smolensk Smolensk
proportion | Ivanovo region | Ivanovo region | Ivanovo region region region region region
Minimum VBelgorod

. region, Moscow

proportion Lipetsk region |Belgorod region|Belgorod region|Belgorod region|Belgorod region|Belgorod region region
North-West Federal District

Maximum

proportion |Vologda Region|Vologda Region|Vologda Region| Pskov region | Pskovregion | Pskovregion | Pskov region

Minimum Nenets Nenets Nenets Nenets Nenets

. Autonomous | Autonomous | Autonomous | Autonomous | Autonomous

proportion Okrug Okrug Okrug Okrug Okrug Saint Petersburg|Saint Petersburg

Southern Federal District

Maximum Republic of Republic of Republic of Republic of Republic of Republic of Republic of

proportion Kalmykia Kalmykia Kalmykia Kalmykia Kalmykia Kalmykia Kalmykia

Minimum Volgograd Volgograd Krasnodar Krasnodar Krasnodar Krasnodar Krasnodar

proportion region region region region region region region
North-Caucasian Federal District

Maximum . . Karachay- . .

. Republic of Republic of Cherkess Chechen Chechen Republic of Republic of
proportion Ingushetia Ingushetia Republic Republic Republic Ingushetia Ingushetia
Minimum Republic of Republic of Republic of Republic of Republic of Republic of Republic of
proportion Dagestan Dagestan Dagestan Dagestan Dagestan Dagestan Dagestan

Volga Federal District
Maximum Mari El Mari El Mari El Mari El Mari El Mari El Mari El
proportion Republic Republic Republic Republic Republic Republic Republic
Minimum Republic of Republic of Republic of Republic of Republic of Republic of Republic of
proportion Tatarstan Tatarstan Tatarstan Tatarstan Tatarstan Tatarstan Tatarstan

Ural Federal District

Maximum | Kurgan region | Kurgan region | Kurgan region | Kurgan region | Kurgan region | Kurgan region | Kurgan region
proportion
Minimum Yamalo-Nenets | Yamalo-Nenets | Yamalo-Nenets | Yamalo-Nenets | Yamalo-Nenets | Yamalo-Nenets | Yamalo-Nenets

. Autonomous | Autonomous | Autonomous | Autonomous | Autonomous | Autonomous | Autonomous

proportion Okrug Okrug Okrug Okrug Okrug Okrug Okrug
Siberian Federal District

Maximum

proportion | Altai Republic | Tyva Republic | Tyva Republic | Tyva Republic | Tyva Republic | Tyva Republic | Tyva Republic

Minimum Kemerovo Kemerovo Kemerovo Kemerovo Omsk region | Omsk region

proportion region region region region Omsk region
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2009 2010 2011 2012 2013 2014 2015

Far Eastern Federal District

. Jewish Jewish Jewish Jewish
Maximum
roportion Autonomous | Autonomous | Autonomous | Autonomous
prop Amur region | Amurregion | Amur region Oblast Oblast Oblast Oblast

.. Chukotka Chukotka Chukotka Chukotka Chukotka Chukotka

Minimum
roportion Autonomous | Autonomous | Autonomous | Autonomous | Autonomous | Autonomous
prop Sakhalin region Okrug Okrug Okrug Okrug Okrug Okrug

As for the Central Federal District, the most favourable conditions had the Belgorod region, where
recent years have seen the smallest proportion of population, suffering from extremely difficult financial
situation. In contrast, the situation in Ivanovo and Smolensk regions is the worst in the Federal District
for the analysed period. As for the North-western Federal District in the years 2009-2013, it had the least
number of poor people recorded in the Nenets Autonomous Okrug. In the years 2014-2015 St. Petersburg
had the least number of poor people while the largest number of poor people lived in the Vologda and
Pskov regions. The Republic of Kalmykia with remarkable consistency is a leader in the share of poor
people in the Southern Federal District for the entire period, while the Krasnodar region has the district’s
minimum proportion of poor people. As for the North Caucasus Federal District, the lowest proportion of
poor people was found in the Republic of Dagestan, and the largest proportion of poor people have the
Republic of Ingushetia and the Karachay-Cherkess Republic.

Let us consider the workers’ gross wages distribution by type of economic activity in 2015. The
records of the Russian Statistical Service “Labor and Employment in Russia, 2015” analysed data
regarding core activities. Analysis of the data in the whole of Russia showed that 10.4% of workers are
paid at a rate of 25,000-30,000 roubles per month, 9.4% is paid - 50000-75000 roubles, 8.8% get - 40000-
50000 roubles, 8.3% get 18600- 21800 roubles, 8.2% get 30000-35000 roubles, 8.0% get 21800-25000
roubles. The salary of more than 100,000 roubles is received by 3.2% of the population and less than
9000 roubles is paid to 7.9% of workers.

In terms of sectors, the situation is different depending on the type of activity. In agriculture, 9.9%
of workers get a salary of 18600-21800 roubles per month. Unlike other sectors, the salary 9000 roubles
was paid to 16.9% of agriculture workers, and more than 100,000 roubles was paid to only 0.4%, which is
8 times lower than the industry-wide index. The mining industry is notable for the fact that most workers
received high enough wages compared with the other industries. Thus, 21.6% of employees received
50000-75000 roubles, 10.9% got 75000-100000 roubles, more than 100,000 roubles got 11.3% of
employees, which is 3.5 times higher than industry-wide value. In the sector of "manufacturing industries'
the average income is lower than in the previous sector, but higher than the industry-wide values. 13.4%
of workers get wages of $ 25,000-30,000 roubles, 10.7% get 30000-35000roubles, 8.0% get 35000-40000
roubles, 10.1% get 40000-50000 roubles. In the sector of "electricity, gas and water production and
distribution» most of the workers were paid 25-30 thousand roubles, 10% of employees get 18,6-21,8
thousand roubles, 9.9%get 50-75 thousand roubles. Most of the construction men receive a high salary
of 50-75 thousand roubles - 12.3% of workers, 40-50 thousand roubles were paid to 11.2%, 25-30
thousand rub. were paid to11.3%, also the proportion of 75-100 thousand roubles wage earners is 4.6%,
more than 100 thousand roubles - 3.7%. The retail workforce, the largest group of workers, receive a

salary of 25-30 thousand roubles, in general, the employees who receive salary in the amount of 18.6 to
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35 thousand constitute only -37.3%. In the area of "hotels and restaurants”, workers receiving from 18.6
to 35 thousand roubles compose only 34.6%. The "transport and communication" workers were paid
higher because 12.4% of employees received- 50-75 thousand roubles. In the area of "financial activities"
the wages are also high, more than 100 thousand roubles is paid t010.7% of workers, 50-75 thousand rub.
Is paid to 15.7% and 40-50 thousand roubles are paid to 12.7%. It should be mentioned that in the area of
"research and development", in contrast to the sphere of "education", most of the employees (18.3%)
were paid 50-75 thousand roubles, 40-50 thousand roubles were paid to 13.7% of the employees. The
"education" sector is marked by the highest proportion of workers receiving the lowest salaries: salary up
to 5965 roubles is paid to 3.4% of the employees, 5965 - 7400 roubles is paid to 7.5%, 7400 — 9000
roubles is paid to 6, 4%. The number of employees who received 25-30 thousand roubles amounted to
9.6%, 21,8-25 thousand rub.- 8%, 18,6-21,8 -8.6%. The "health care" sector reveals the same situation
with the average salaries as the education sector, but the proportion of workers receiving the lowest
salaries is still lower than in the education sector, but higher than the industry average (9.5% with a salary
of up to 9,000 roubles).

Analysis of statistical data on poor households has led to the following conclusions: the majority
of poor households live in cities with population of fewer than 50 thousand people; by composition these
households consist of 4 people; by the number of children - families with one child up to 16 years.

Interestingly, families with more children as a percentage have a lower proportion

7. Conclusion

Our investigation leads to the conclusion that the minimum wage does not meet the required level
of remuneration, which allows meeting the priority needs. Firstly, the nature of minimum wage should
comply with reproductive function that is creating the conditions for the employee to restore their
capability to work. However, it should be sufficient for normal reproduction capability for workers
performing ordinary (unqualified) work under normal working conditions.

The minimum wage is not indexed in line with the growth of consumer prices; hence, its size is
depreciated each year. Any social and regulatory role of the minimum wage is reduced to zero. The
minimum wage does not exceed the cost of living, although under the Constitution it should not be less
than the latter. The value of the subsistence minimum is also growing more slowly compared to inflation
rates. When modelling a situation where the living wage is indexed to the rate of inflation, its value would
be now several times higher. Analysis of the impact of the minimum wage and the size of the nominal
size of the salary to the average per capita income showed a greater effect of nominal wages growth by
the income amount per capita. Analysis of the proportion of the population with incomes below the
poverty level has shown that generally the same regions appear to be the poorest in their federal districts.

It seems that the legislation of the Russian Federation provides challenges for employers to ignore
the needs of their employees. We see that only a small proportion of regions set the regional minimum
above the federal values. It can be explained by the lack of budget funds needed to increase the minimum
wage. It is clear that the Constitution’s guarantees are essentially formal and have no valid social

function.
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Another controversy is the issue of the family burden on minimum wage, as well as the methods
for determining the minimum wage. The issues of determining the minimum wage’s correlation with a
living wage and for which working group it is calculated for are hotly debated. In addition, some
economists believe that nowadays the subsistence minimum for working population, paid by the
employees at their own expense and primarily due to payroll, do not take into account cultural,
educational and health care needs of the employees. A significant difference between the minimum wage,
living wage and the average wage in the country leads to increased property differentiation of the
population and the increased level of poverty, which may cause disruption of social peace and social
harmony, and also threaten economic and social security of the country.

Thus it is necessary to improve the legislation in terms of determining the minimum wage as well
as to improve the methodology for its calculation in order to implement the constitutional guarantees and

rights of citizens.

Acknowledgments

This article was written with the support of the Russian Foundation for Basic Research (RFBR)
under the grant number 16-06-00327 “Improving the minimum wage determination methodology in
order to implement the social security of working people"

References

Bonnet, F., Saget, C., & Weber, A. (2012). Social protection and minimum wages responses to the 2008
financial and economic crisis: findings from the International Labour Office (ILO) /World Bank
(WB) Inventory. Retrieved from https://www.ilo.org/global/lang--en/index.htm

Brennan, J., & Stanford, J. (2014). Dispelling minimum wage mythology. The Minimum Wage and the
Impact on Jobs in Canada, 1983-2012. Canadian Centre for Policy Alternatives. Retrieved from
https://www.policyalternatives.ca/

Marginean, S., & Chenic, A. S. (2013). Effects of Raising minimum wage: Theory, Evidence and Future
Challenges. Procedia Economics and Finance, 6, 96-102.

Meer, J. (2013). Jeremy West. Effects of the Minimum Wage on Employment Dynamics, 50. Retrieved
from http://economics.cornell.edu

Reich, M., Hall, P., & Jacobs, K. (2003). Living wages and Economic Performance. The San Francisco
Airport Model, 81. Retrieved from http://www.irle.berkeley.edu

Reich, M., Jacobs, K., & Bernhardt, A. (2014). Local Minimum Wage Laws: Impacts on Workers,
Families and Business. Institute for research on labor and employment. Report prepared for the
Seattle Income Inequality Advisory Committee. 44. Retrieved from http://irle.berkeley.edu.

Wilson, M. (2012). The Negative Effects of minimum Wage Laws. Policy Analysis. CATO Institute.
(701). Available at SSRN: https://ssrn.com/abstract=2226952

Wong, H., & Ye, S. (2014). Impact of Enforcing a Statutory Minimum Wage On Work And Quality Of
Life Of Vulnerable Groups In Hong Kong. International Journal of Social Welfare, 223-235.
https://doi.org/10.1111/ijsw.12117

79



