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Part 1. Overview of Key Findings

Starting in January of 1997, annual inflation
rates stayed below 20% for 18 months, and
annual inflation stayed in the single digits for
the first eight months of 1998. In September
1998, however, monthly inflation skyrocketed
to its highest level since the economic reforms
started in January 1992. Monthly inflation
rates fell considerably after this large upturn,
but they remained well above rates
experienced from January 1997 to August
1998. Given these rapid and uneven
variations in price levels, it is difficult for
prices and incomes to adjust in the short term
to reflect long-term economic trends.

Between October 1996 and November 1998
real per capita income declined by 26%.

During this two-year period, the incomes of
the lowest income quintile grew by 16%.
Much of this increase was due to increases in
government transfers, especially pension
payments.

The income declines were larger for those
with higher incomes, and this led to a
decrease in income inequality over these two
years.

Household expenditures fell by 24% from

1996 t01998. The percentage expenditure
declines were nearly identical across the
expenditure quintiles. There was no evidence
that the increased income received by the
poorest quintile led to increased short-term
consumption.

Unemployment rose to almost 11% in 1998.
For the first time since the reforms started,
the male unemployment rate exceeded the
female unemployment rate.

The modest declines in working-aged male
and female labor force participation continued
from 1996 to 1998. There was a substantial
decline in the labor force participation of
retirement-aged individuals.

Poverty rates are at their highest levels since
the start of the reforms in 1992. Over half of
the children under age 6 are living in poverty
at the end of 1998. There was, however, a
substantial reduction in the fraction of the
population classified as very poor (income
less than half the poverty line). Poverty rates
for the elderly declined from their 1996 levels,
but elderly poverty rates are still above any
rate measured for them before 1996.

Few individuals undertook job training, even
among the unemployed.

Almost two-thirds of all working-aged adults
were owed back wages as of late 1998.

The incidence of delinquent rent and utility
payments rose considerably from 1996 to
1998.



Part 2. Discussion of Results

Inflation

Inflation rates stabilized from the beginning of
1997 through midt998, with monthly inflation
rates derived from the Russia Consumer Price
Index always less than three percent. In September
1998, however, the monthly inflation rate soared to
almost 40%. This was due to the Russian
government’s default on its financial obligations
and the ensuing financial crisis. If the price
increases continued at this September rate, the
price level would increase nearly 50-fold over the
course of a year. |Inflation rates did drop in
October and November, to 5 and 6% per month
respectively, but the monthly rate rose again to
over 11% as of December 1998. These rapid and
unsteady variations in price levels make it difficult
for salaries and transfer payments to adjust, and
this can have significant effects on real income
levels and poverty rates. Additionally, it is difficult
to assess movements in real incomes and
expenditures during the last quarter of 1998
because of these uneven price fluctuations. This
report uses Goskomstatconsumer price index to
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translate all nominal values to June 1992 rubles.
June 1992 prices are used thglout this report,

and multiplying these June 1992 prices by 0.444
will translate the constant ruble figures to the
December 1998 prices in the re-denominated ruble.

The consumer price index reflects changes in the
overall cost of living for all Russians. To define the
incidence of poverty, the official All-Russia poverty
lines were modified to utilize oblast-level price
variations, regional food baskets, and adjustments
for family size (economies of scale adjustments).
The official poverty lines were developed by
Russian officials and researchers and UNC-CH
researchers, and they reflect the average cost of food
items in a Russian food basket for low-income
persons. Our adjusted poverty lines, like the official
poverty lines, reflect the cost of living for low-
income persons. It is important to note that some
earlier reports in this series focused on the official
poverty lines, which can differ significantly from the
poverty lines used here. In this report all poverty
measures for all years use the modified poverty

lines. Figure la contains a comparison of the
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consumer price index and the official adult male
poverty line across all time periods covered by the
RLMS, and Figure 1b focuses on price levels since
the preceding survey. Note that the official poverty

Household Income Sources

The last row of Table 1 indicates that average
household income now stands at its lowest level
since the start of the RLMS in 1992. Real
household incomes decreased by almost 26% from
October 1996 to November 1998. Combined
income from work fell by almost 35%, but
transfers from the State and cash income from
home production fell, on average, by only 15 and
19% from late 1996 to lat®28. Noncash income
from home production and informal sector
activities, comprised mostly of home-grown and
consumed food products, increased by 8% from
October 1996 to November 1998 in real ruble
terms. These home-produced goods have a built-in
inflation adjustment, as they are valued at current
(time of interview) prices. As seen in Table 2 and
Figure 2, the composition of income from its
various sources changed little from 1996 to 1998.
There are not sufficient data to uncover whether
this indicates a persistent stabilization of the
importance of the various income sources. Income
from working for fully or partially State-owned
enterprises comprises about 30% of income, with
the fraction of income from State transfers being
slightly higher than 30%. The decline in the
importance of the State sector for providing
income, noted in earlier years of the survey,
appears to have subsided. The fraction of income
from working for private organizations remains
below 10%, while cash and noncash income from
home production and the informal sector make up
about 23% of total income. Overall, the fraction of
income from formal work activities fell from about
50% at the beginning of 1993 to 40% in 1995, and
to below 36% in 1998.

It is useful to place the home production results in

line, being based entirely on the cost of food,
appears to indicate more inflation then the official
Consumer Price Index when food prices are rising
rapidly.

a clear context. Inrounds 5-8 of the RLMS, home
production played a significant role in the diet of
over half of our sample households. For instance,
in all four surveys approximately 50% of all
households reported over 100 kilograms of
potatoes from home production.

The importance of the different components of
income varies considerably across income classes
in 1998. Table 3 categorizes the composition of
household income by quintiles of the per capita
income distribution. The last row contains the
average 1996 income, by 1996 income quintiles,
while the next to the last row indicates the average
1998 income, by 1998 income quintiles. All
incomes are in June 1992 rubles.

Despite the fact that average incomes fell from
1996 to 1998, average income in the lowest quintile
of the distribution rose by 16% (189 rubles, from
1154 to 1343). In all other income quintiles
average income within the quintile fell: by 18% in
the second quintileé3(L28 to 2576); by 21% in the
third quintile (4212 to 3320); by 25% in the fourth
quintile (6673 ta4980); and by 32% in the highest
quintile (14790 to 10054). About two-thirds to
three-fourths of the income declines in the upper
four quintiles can be attributed to declines in
income from work in the formal sector. The
increase in income at the lowest quintile comes
from a small increase in formal work income (51
rubles) and a 114 ruble increase in transfers from
the State sector. Nearly all of this State sector
income increase came from rises in pensions.
Possibly, pension payments were able to respond
more rapidly than other types of income to the
unexpectedly high inflation rates.



Table 1 - Income: Composition of Household Income in the Russian Fed

rubles)

eration (in June 1992

Dates Data Collected

Sources of Income 9/92 2/93 8/93 11/93  12/94  10/95 10/96  11/98
Income from work for State-

owned organizations 3645 2631 3144 2162 2218 1718 1663 1159
Income from work for

private organizations 230 287 340 364 921 833 878 558
Income from work for combined

State-owned and private

organizations 466 708 998 954 736 553 604 335
Total income from wages 4341 3626 4482 3480 3875 3104 3145 2052
Transfers from the State

(pensions, unemployment

benefits, stipends, State

allowances) 1207 1187 1652 1482 1430 1085 1018 870
Cash income from home

production and informal sector 485 175 561 488 563 474 469 381
Noncash income from home

production and informal sector 503 402 787 897 694 481 628 681
Sale of personal belongings 336 160 129 228 279 290 126 122
Rental of personal property 5 8 11 6 20 8 10 11
Dividends n/a n/a 57 44 212 54 79 21
Family and charity transfers 927 355 599 537 639 459 558 344
Total monthly income (June 1992

rubles) 7804 6002 8278 7162 7712 5955 6033 4481




Table 2 - Income: Distribution of Sources of Income

(percentages)

Dates Data Collected

Sources of Income 9/92 2/93 8/93  11/93 12/94 10/95 10/96 11/98
Income from work for State-owned

organizations 415 38.1 33.1 26.3 25.6 24.6 22.9 22.3
Income from work for private organizations 2.3 3.1 29 3.5 8.3 8.7 9.2 8.0
Income from work for combined State-
owned

and private organizations 51 8.9 10.1 10.3 6.4 6.6 6.8 53
Total income from wages 48.9 51.1 46.1 40.1 40.3 39.9 38.9 35.6
Transfers from the State (pensions,

unemployment benefits, stipends,

State allowances) 30.9 32.4 335 34.2 34.0 36.5 27.1 30.9
Cash income from home production and

informal sector 1.6 1.7 29 2.8 52 6.1 6.5 5.6
Noncash income from home production and

informal sector 7.8 8.9 10.2 14.9 10.8 8.4 15.9 17.8
Sale of personal belongings 1.2 1.3 0.8 0.7 1.3 1.2 1.3 1.0
Rental of personal property 0.0 0.1 0.1 0.1 0.2 0.1 0.1 0.2
Dividends n/a n/a 0.4 0.4 0.8 0.4 0.6 0.3
Family and charity transfers 9.7 55 6.0 6.8 7.5 7.4 9.6 8.5
Total monthly income (percent) 100% 100% 100% 100% 100% 100% 100% 100%

Table 3 - Income: Distribution of Sources of Income by Quintiles Based on Per Capita Income

(November 1998 in June 1992 rubles)

Per Capita Income Quintiles

bottom top

Sources of Income 20% 21-40% 41-60% 61-80% 20%
Income from work for State-owned

organizations 21.7 23.0 19.8 24.1 23.1
Income from work for private organizations 4.7 5.6 7.0 8.8 14.0
Income from work for combined State-
owned

and private organizations 51 4.4 34 5.3 8.3
Total income from wages 31.5 33.0 30.2 38.2 45.4
Transfers from the State (pensions,

unemployment benefits, stipends, State

allowances) 24.5 39.4 44.7 29.8 16.0
Cash income from home production and

informal sector 4.9 4.5 4.0 5.6 8.9
Noncash income from home production and

informal sector 26.5 14.5 14.3 17.4 16.7
Sale of personal belongings 0.7 0.6 0.4 1.0 2.3
Rental of personal property 0.2 0.1 0.0 0.4 0.3
Dividends 0.03 0.4 0.1 0.4 0.7
Family and charity transfers 11.7 7.6 6.4 7.2 9.8
Total monthly income (percent) 100% 100% 100% 100% 100%
Total monthly income, November 1998 1343 2576 3320 4980 10054
Total monthly income, October 1996 1154 3128 4212 6673 14790




Figure 2. Sources of Income
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Figure 3 displays the changes in the per capita

income distribution from October 1996 to income ratios, in conjunction with income growth
November 1998. It plots the ratio of the real at the lower percentiles and income declines at the
income at each income percentile in 1998 to the upper percentiles, implies that there was a
real income at the same percentile in 1996. Below decrease in income inequality from 1996 to 1998.
the 20" percentile, incomes were higher in 1998 This is the first time since the RLMS started that
than they were in 1996; whereas incomes in 1998 there has been unambiguous evidence of a
above the 20 percentile were lower than the meaningful decline in inequality in income between
corresponding incomes ir1996. The almost the highest and the lowest income groups.

monotonic decline of the percentile-specific

Figure 3. November 1998 to October 1996 Income Percentile Ratios
(Real Income at Percentile P in 1998 Divided by Real Income at Percentile P in 1996)
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Household Expenditures

Table 4 indicates that average total expenditures
fell by 24% between October 1996 and November
1998, from 7743 rubles ®867 rubles. Real food
expenditures declined 25%, and nonfood
expenditures declined 24%. Within the food
category the relative declines of purchased goods
were uniform. Expenditures on dairy products,
meat, other food items, dining away from home,
and alcohol fell by 29 to 35%. Potato expenditures
fell by 71%, but potatoes always comprised a tiny
fraction of purchased food expenditures. Only the

value of home production of food increased, from
618 rubles to 746 rubles or 21%; as noted above
the ruble value of home production has built-in
inflation adjustments. Among nonfood items,
payments for tuition, loans, and insurance rose by
about 12%; all other expenditures declined, with
the largest absolute decline in services and
recreation. Figure 4 presents the distribution of
expenditures over tinfe. The percentage of total
expenditures in each of these five broad categories
remained quite constant from 1996 to 1998.

Figure 4. Distribution of Expenditures
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Table 4 - Monthly Household Expenditures in the Russian Federation (in June 1992 rubles)

Dates Data Collected

Expenditure Categories 9/92 2/93 8/93 11/93 12/94 10/95 10/96 11/98

Food Expenditures

Dairy products 629 571 643 519 394 352 334 231
Meat, poultry, fish 1195 1256 1669 1400 1598 1190 1015 677
Potatoes 155 53 98 96 71 131 123 35
Other food items 2420 2253 2834 2611 2515 2215 1788 1267
Dining away from home 247 130 121 163 383 363 276 190
Home production of food 524 425 757 989 841 615 618 746
Alcohol 291 240 241 253 288 174 173 113
Total spent on food 5461 4928 6363 6031 6089 5039 4328 3260

Nonfood Expenditures

Tobacco 154 114 112 96 119 121 123 116

Clothing 824 1273 1328 1427 810 649 655 613

Fuel® 107 2 3 46 238 268 245 147

Electronics and other 433 836 938 946 1070 728 671 478
durables

Services and recreation 150 188 292 303 754 938 1030 644

Payment for tuition, loans, 356 239 296 218 315 217 168 188
other debts, insurance

Rent and utilities 115 100 84 201 194 264 300 247

Stocks, bonds 51 83 67 41 28 4 9 2

Miscellaneous household 491 330 521 686 n/a n/a n/a n/a

items (soap, toys,
newspapers, etc.)

Savings 167 106 136 112 495 283 215 173
Total spent on nonfood 2848 3271 3777 4076 4022 3471 3416 2607
Total food and nonfood 8309 8199 10140 10107 10110 8511 7743 5867

expenditures

'Beginning with the data collected in December 1994, the definition of fuel changed to include auto fuel, bottled gas, and
firewood. In previous rounds, bottled gas and firewood were included in the utilities category. The proportions of fuel obtained
from each source in the four most recent surveys are: 12/1994: auto fuel - 49%, firewood - 19%, bottled gas - 32%; 10/1995:
auto fuel - 56%, firewood - 17%, bottled gas - 27%; 10/1996: auto fuel - 56%, firewood - 18%, bottled gas - 26%; 11/1998: auto
fuel - 58%, firewood - 16%, bottled gas - 26%.



Table 5 presents household expenditures by per capita
expenditure quintile for November 1998. Expenditure
levels in 1998 were down, within each expenditure
quintile, by about 25% from their levels in 1996. The
top 20% of households spend around10 times what the
poorest 20% spend. This inequality measure would be
even larger in per capita terms, as the households with
high per capita incomes tend to have fewer members.

The top quintile spends less than 43% of its income on
food, while the poorest quintile spends 71% of its
incomeood. f Rent and utilities comprise almost
one-quarter of the lowest categuowgood

expenditures and only 6% of the highest category’'s

non-food expenditures. Food expenditures for the
bottom expenditure quintile in 1998 were only 75% of
the @8@@xpenditures for that quintile.

Table 5 - Monthly Household Expenditures by Quintiles based on Per Capita
Expenditures (November 1998)
Per Capita Expenditure Quintiles
bottom top

Expenditure Categories 20% 21-40% 41-60% 61-80% 20%
Food expenditures

Dairy products 74 147 208 298 428

Meat, poultry, fish 162 342 564 871 1449

Potatoes 12 17 25 56 68

Other food items 433 834 1097 1603 2372

Dining away from home 41 100 162 213 440

Home production of food 282 569 790 954 1134

Alcohol 20 54 90 136 265
Total spent on food 1024 2062 2936 4132 6156
Non-food expenditures

Tobacco 49 76 94 131 228

Clothing 85 216 394 570 1811

Fuel 24 73 103 170 367

Electronics and other durables 6 26 57 134 2199

Services and recreation 140 251 369 620 1855

Payments for tuition, loans, 11 39 62 109 730

other debts, insurance

Rent and utilities 106 175 212 279 466

Stocks, bonds 0 0 0 0 10

Savings 5 16 56 146 646
Total spent on non-food 426 871 1347 2158 8313
Total food and non-food 1449 2933 4282 6290 14469

expenditures
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The 17% income increase measured for the lowest
income quintile (see Table 3) did not bring about a
corresponding increase in expenditures for the lowest
expenditure group. This could be due to a perception
that the income gains for this quintile were transitory.

It could also be due to the difficulties of measuring real,

permanent income fluctuations in the presence of
rapidly varying price levels and erratic payments of
wages and government transfers.

Table 6 - Proportions Owning Various Assets at the Time of the Survey

Assets Sept. 1992 Dec. 1994 Oct. 1995 Oct. 1996 Nov. 1998
Television, black and white 53.7 53.5 48.9 43.4 345
Television, color 54.6 61.9 64.8 67.6 73.5
VCR 3.1 13.3 18.8 24.7 32.2
Car or truck 16.5 214 224 22.5 24.8
Refrigerator 93.0 92.9 93.7 92.8 92.4
Washing machine 76.6 79.3 80.0 78.4 78.5
Dacha* 17.8 29.6 29.4 30.8 30.9
*Di';lcha includes garden or country house; proportion of ownership is calculated for urban households
only.

Ownership of Assets

Table 6 reports the ownership of assets from 1992
through 1998. Over the past two years there was a six
percentage point increase in the proportion of

households owning color televisions, a 30% increase

Unemployment and Labor Force
Participation

Table 7 presents information on the incidence of
unemployment, the frequency of work without pay, and
the duration of unemployment from 1992 to 1998. It
contains both official unemployment (BLS/ILO
definition) and hidden unemployment. The official rate,
the fraction of the labor force not working and looking
for employment, increased from 8.8% in October 1996
to 10.8% in November 1998, an increase of over 22%.
The last time the unemployment rate declined,

in the ownership of VCRs, and a 10% increase in car or
truck ownership. There were only minor changes in the
ownership of other assets during this year.

according to these RLMS surveys, was in the summer
of 1993; and it now stands at its highest level since the
start of the survey. Figure 5 shows that the increase in
unemployment from 1996 to 1998 hit men especially
hard. The male unemployment rate increased by over
one-third, from 8.0% to 10.9%. The unemployment rate
for women is now 10.7%, and this is the first time since
the start of the RLMS that men had higher
unemployment rates than women. Hidden
unemployment, a conservative measure of those on
involuntary unpaid leave and with no alternative labor

11



earnings, comprises only a small fraction of the
population; including it in the official rate would
increase that rate by less than one-half of a percentage
point (see Figure 5). The proportion of the labor force
that worked but did not receive salaries from their
enterprises during the past month is now 17.1%, at its
lowest level since 1994.

Table 7 and Figure 6 reveal the lowest incidence of
long-term unemployment and the lowest incidence of
short-term unemployment, among the unemployed,
since before the 1994 survey. There was, however, a
large spike in the incidence of medium-term
unemployment among the unemployed. One should use
caution in interpreting the declines in the incidence of
short- and long-term unemployment, as the overall
incidence has gone up. A true picture of unemployment

could indicate that the duration of unemployment has
worsened over the past two years. These observed
changes in unemployment rates are consistent with al
incidence of unemployment in 1998 identical to that
observed in 1996, except for a large influx of
unemployed persons in the late summer and early fall
of 1998.

Figure 7 shows continuing declines in the labor force
participation rates of both men and women since 1995.
Figure 8 indicates an 8% decline in the employment
rate of retirement-aged persons from 1996 to 1998.
Pension-aged individuals are less likely to work in 1998
than at any time since the startonbihie aod
social reforms in 1992.

Table 7 - Unemployment Rates am ong Working-Aged Adults (Men 18-60; Women 18-55), Russian
Federation, 1992-1998
Categories 9/92 2/93  8/93 11/93 12/94 10/95 10/96 11/98
Unemployment rate (BLS/ILO 5.6 6.4 4.8 5.1 7.2 7.2 8.8 10.8
definition)
Unemployment rate (including hidden n/a n/a 7.4 8.9 7.7 7.6 8.8 11.2
unemployment)*
“Hidden unemployment” rate only n/a n/a 2.6 3.8 0.5 0.4 .03 5
Percentage of labor force reporting 5.8 3.4 4.1 16.9 14.8 17.4 21.4 17.1
employment and no labor earnings
in the last 30 days
Duration of unemployment
(excluding hidden unemployment)
Less than 1 month n/a na 10.3 10.1 10.2 8.4 7.7 5.4
1-3 months n/a na 39.0 38.0 11.2 13.9 13.0 20.6
More than 3 months n/a na  50.7 51.9 78.5 7.7 79.4 74.0
Labor force participation rate 86.7 851 846 839 857 863 845 826

*Hidden unemployment is defined as: on involuntary unpaid leave and no labor earnings at the time of the spirvey.
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POVGI"[}{ those in the upper four-fifths of the income distribution
were not large enough to push them below the poverty

Table 8 displays the changing incidence of poverty from line. Nonetheless, h(_)usehpld poverty rates in November
1992 to 1998. The overall incidence of poverty among 1998 are at an all time high.

households increased only slightly from 1996 to 1998, o _

even though average per capita income declined by There was an 11 percentage point increase in the
almost 25% during this two-year time span. In addition, ~ fraction of young children below the poverty line, but
the incidence of extreme poverty, as indicated by the thereé was only a 2 percentage point increase in the
fraction of households with less than half of the poverty fraction of children living in households with incomes
line in income, fell from 20% in 1996 to under 17% in  less tharone-half of the poverty line. Over half of all
1998. These changes in poverty are consistent with the Young children are in households with incomes below
income changes described earlier. The poorest 20% of the poverty line (56%), up from 45% in 1996. Given
households experienced real income increases from thatincreases in real pensions appeared to drive much
1996 to 1998, and the largest percentage increases were of the increase in incomes at the lower tail of the income
for the most poor (see Figure 3). These localized distribution, it is not surprising that the incidence of
income increases pulled many households out of the Poverty for older individuals fell from 31% in 1996 to
lowest poverty category, while the income declines for 26% in 1998. The incidence of being

Table 8 - The Distribution of Poverty by Household and Age: Russian Federation
(Regional Po verty Lines)

9/92 2/93 8/93 11/93  12/94  10/95 10/96  11/98

Household-Level Poverty

Under 50% of poverty line 3.0 4.1 3.0 5.6 6.9 11.5 20.0 16.6
50-<100% of poverty line 8.1 13.9 6.8 7.5 10.3 18.0 16.3 22.4
Total under poverty line 111 18.0 9.8 13.1 17.2 29.5 36.3 39.0

Children Aged 0-6

Under 50% of poverty line 4.6 7.8 5.6 9.4 12.0 16.1 23.7 25.7
50-<100% of poverty line 10.6 20.1 11.9 11.6 13.3 22.1 20.8 29.8
Total under poverty line 15.2 27.9 17.5 21.0 25.3 38.2 44.5 55.5

Persons of Pension Age

Under 50% of poverty line 1.2 1.3 0.5 1.3 2.4 6.7 19.0 9.5
50-<100% of poverty line 5.5 7.2 25 3.0 6.5 14.4 11.6 16.0
Total under poverty line 6.7 8.5 3.0 4.3 8.9 21.1 30.6 25.5
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very poor fell by nearly one-half for the elderly, from
19% to below 10% These poverty rates for older
persons, however, are much higher than they were at
any time before 1996 in the RLMS.

In Appendix A, we present Tables 8a-8f with the
regional distributions of the incidence of poverty. It is
important to note that the RLMS was not desigioeble

used to construct regional measures; the figures in these

tables should only

Housing Ownership

Table 9 traces housing ownership patterns from 1992 to
1998. Most of the change in housing ownership took

place before 1994. Since 1994 there have been small
but continual declines in housing ownership by the State
or by enterprises,

be considered illustrative. Except for the relatively low
incidences of poverty in Moscow and St. Petersburg and
the high poverty rates in the Northern Caucasus, there
appears to be a somewhat constant incidence of poverty
in late 1998 throghout Russia. The regional poverty
lines used throughout this report reflect the varying
costs of goods and varying consumption patterns across
the regions of the Russian Federation.

and small and continual increases in ownership by
households. Table 10 explores these trends by the age
of the household head. The decline in ownership by the
State or by enterprises since 1986kt place for all
household head ages. Over 80% of individuals over age
59 live in owner-occupied housing.

Table 9 - Distribution of Housing Ownership

9/92 12/94 10/95 10/96 11/98
Owned by enterprise or State 65.7 38.8 36.7 34.4 29.7
Owned by cooperative 3.5 1.0 0.4 0.6 0.4
Owned by household 25.4 49.9 54.0 55.9 60.8
Rented from other individuals 2.2 6.0 4.9 5.0 4.8
Live in a dormitory 3.1 4.4 4.0 4.2 4.2
Total 100% 100% 100% 100% 100%
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Table 10 - Distribution of Housing Ownership, by Age of Household Head

Less than 25 years

25-35 years

36-59 years

Older than 59 years

9/92

12/94 10/95 10/96 11/98

9/92

12/94 10/95 10/96 11/98

9/92

12/94 10/95

10/96

11/98

9/92

12/94 10/95 10/96

11/98

Owned by
enterprise or
State

Owned by
cooperative

Owned by
household

Rented from
other
individuals

Live in a
dormitory

60.5

4.4

14.6

5.4

32.2

0.0

40.8

15.8

0.0

1.0

10.1

28.6

0.5

45.4

12.9

12.5

68.6
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0.3

46.7
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8.7

8.3

73.0

4.3

20.3

14

1.0

46.7 43.4

14 0.5

50.0

5.0 4.1

1.9 2.0

42.4

0.7

50.4

3.9

2.6

36.2

0.6

4.3

3.8

48.6

3.0

47.3

0.8

0.3

222

1.0

73.4

2.7

0.7

22.3

0.6

1.6

0.5

19.2

0.5

78.3

14

0.6

16.1

0.1

82.4

11

0.2

100% 100% 100% 100% 100% | 100% 100% 100% 100% 100%

100% 100% 100% 100% 100% | 100% 100% 100% 100% 100%

Other Economic Adjustment Issues

During the transition period, there has been concern
about a number of key economic issues, including
unemployment, unpaid wages, the need to train workers,
and the need to reduce State and enterprise subsidies of
housing and uiities. The RLMS collects additional
information to help inform about these issues. In
general, the measures we construct from these
additional data indicate a mixed to worsening trend in
economic performance over the past two years.

Unpaid wages: Table 11 shows that almost two-thirds
of working aged people were owed back wages at the
end of 1998. This is up from 54% in October 1996.
The incidence of recent arrears appears to have tapered
off considerably, with only 20% of working-aged
persons owed wages from the month preceding the
survey. However, there has been a large increase in the
fraction owed back wages for more than three months.
On average, the amount owed fell by 9% from 1996 to
1998 among those owed back pay. Back pay owed to
men, however, increased slightly, so the entire decline
was due to women being owed fewer rubles.

Job training: Table 12 indicates that there were few
changes in the incidence of people receiving training
from 1996 t01998. Those most in need of training, the

unemployed and those out of the labor force, were quite
unlikely to have received any training. There was a
slight increase in unemployed women receiving job
training, but still fewer than one in eight unemployed
women were trained. The training rate for unemployed
men was also up slightly, but still only one in fifteen
unemployed men were trained. The incidence of
training is even lower for those out of the labor force.
The overall incidence of training in 1998 fell slightly
from its 1996 level.

Delinguent rent and utilities payments: Nearly 38% of
all households owed back rent and/or utilities payments
in 1998, up from 29% in 1996 and 22% in 1995 (see
Table 13). This increase in owed payments is due to
substantial increases in delinquent payments among
households headed by working-aged women and to
somewhat smaller increases in owed payments among
households headed by working-aged men. The incidence
of delinquent payments increased much more slowly for
retired male-headed households, and somewhat more
slowly for retired female-headed households. The
elderly are also significantly less likely to owe back
payments than the average, perhaps reflecting the
impact of government rent assistance programs. On
average, households owing back payments owe 3.5
monthly payments, up from 2.6 monthly payments in
1996.
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Table 11 - Unpaid Wages Owed from Primary Employer to Working-Aged Adults*

percent time period that money has been owed mean amount
owed (% among those owed) owed if owed
moeney <=1 month >1-<=2 >2-<=3 >3 months (n ?38@;[)992
months months
Dec. 1994
Men 40.3 35.6 29.6 16.9 18.0 7313
Women 35.8 41.6 25.4 14.9 18.1 3772
Total 38.1 38.3 27.7 16.0 18.0 5628
Oct. 1995
Men 40.0 36.4 26.9 13.5 23.2 5802
Women 37.2 40.9 29.2 15.9 14.0 3224
Total 38.6 38.5 28.0 14.6 18.9 4546
Oct. 1996
Men 54.5 25.1 24.7 18.3 32.0 9300
Women 53.7 26.2 27.7 18.0 28.1 5598
Total 54.1 25.6 26.2 18.1 30.1 7416
Nov. 1998
Men 65.1 19.4 19.3 18.7 42.6 9422
Women 62.8 21.2 21.0 17.0 40.7 4847
Total 63.9 20.3 20.2 17.8 41.7 7030

*Working-aged is defined as 18-60 years old for males and 18-55 years old for females.
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Table 12 - Incidence of Additional Training Received by Working-Aged Adults* in the
Last Three Years

Males Females

Out of the Out of the
All* Unemployed  labor force All* Unemployed  labor force

October 1995

Training in the

same

occupational

field 8.3 4.1 1.6 10.5 7.0 2.6

Training in a

different

occupational

field 4.6 5.4 2.6 5.6 9.1 5.2

October 1996

Training in the

same

occupational

field 7.7 2.3 15 9.8 2.8 2.1

Training in a

different

occupational

field 4.1 3.4 3.8 5.1 7.6 4.5

November 1998

Training in the

same

occupational

field 7.6 3.4 1.0 10.0 3.1 1.9

Training in a

different

occupational

field 3.7 3.4 4.3 4.9 8.9 3.5

*Working-aged is defined as 18-60 years old for males and 18-55 years old for females.
*All” includes total working-aged adults.




Table 13 - Households that Owe Rent and/or Utilities

All Working Aged Working Aged
Households Male-headed Female-headed
Households Households

Retired Male-
headed
Households

Retired Female-
headed
Households

October 1995

Percent that owe 22.0 25.2 30.6

Amount owed, if
owed (in June
1992 rubles) 702 758 734

Average monthly
rent and utility
bill, if not
owed (in June
1992 rubles) 379 445 376

7.6

339

248

13.4

262

228

October 1996

Percent that owe 29.1 33.7 30.1

Amount owed, if
owed (in June
1992 rubles) 1183 1288 1472

Average monthly
rent and utility
bill, if not
owed (in June
1992 rubles) 450 530 469

17.2

446

289

18.1

454

260

November 1998

Percent that owe 37.5 43.1 43.4

Amount owed, if
owed (in June

1992 rubles
) 1370 1572 1313

Average monthly
rent and utility
bill, if not
owed (in June
1992 rubles) 388 486 379

19.6

586

234

24.9

380

204
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Per Capita Income

This report uses two approaches to compare RLMS and
Goskomstat income figurés.  The first approach
contrasts the Goskomstat wage series published by
Russian Economic Trendis a comparable wage series
constructed from the RLMS. Figure 9 shows the trends
in both wage series in real terms between the time of the
first RLMS survey in September 1992 and the most
recent survey in November 1998. The solid line,
labeled RET, is constructed from the nominal wage
series published by Russian Economic

Trends The real wage was calculated with September
1992 wages set to a baseloD. The RLMS measures

of wages, constructed by summing over wages from
State, private, and combined employment, are below the
Russian Economic Trendseasures at all survey dates.
The trends of increases and decreases in wages,
however, are similar between the two sets of data. The
percentage decline in average wages from October 1996
to November 1998 in the RLMS, at 35%, is larger than
the 30% real-wage decline implied by the RET figures
over the same time period.

Figure 9. Comparison of Average Wages
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Figure 10 presents the second comparison. It examines median per capita inc@e3alsé below the mean

differences in per capita income measures from the per capita income level at each RLMS interview date.
RLMS and from Goskomstat as reported in the RET. Mean incomes can yield quite misleading pictures of
The Goskomstat income estimates indicate large real income levels for the vast majority of the population. In
income fluctuations. For instance, real income declined November 1998, for example, mean per capita income
from 4271 rubles per capita in Decemi&82 to 3090 was 1720 rubles, while the median per capita income
rubles per capita in January 1993. Much of the large was only 1295 rubles. The Goskomstat per capita real
fluctuations in both Figures 9 and 10 might be due to income series indicates a larger percentage decline in
the receipt of the 3 salary in late December of each real income from October 1996 to November 1998
year. In general, the RLMS, being based on a nationally (27%) than either the mean measure from the RLMS (a
representative sample, has a much lower mean per 26% decline) or the median RLMS measure (a 22%
capita income level than that reported by Goskomstat. decline).

Figure 10 also reports the across-individual median of
household per capita income from the RLMS. The

Figure 10. Comparison of Goskomstat and RLMS Real Income Figures
(monthly income per capita)
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Endnotes

The currency reform of January 1, 1998, divided
old ruble prices by 1000 in order to obtain the
newly denominated ruble prices.

All income figures are expressed in June 1992
rubles by using the Goskomstat price deflator
(CPI) presented in Figure 1b. As noted in the text,
multiplying the June 1992 figure by 0.444
provides December 1998 ruble values;
multiplication by 444 provides December 1998
ruble values that do not incorporate the currency
re-denomination. RLMS reports prior to 1996 used
a price index that the World Bank derived from
Goskomstat price indices.

The numbers reported in Table 2 and Figure 2 are
based on averages of income shares across
households; they cannot be calculated directly from
the average incomes in Table 1. The ratio of the
average income by source to the average total
income would correspond to a weighted average of
the household income shares, where the weights are
proportional to each household's total income.

The average budget shares displayed in Figure 4
are based on across-household averages of each
household’'s budget shares. Ratios of the average
expenditures presented in Table 4 would

correspond to weighted averages of budget shares,
where the weights are proportional to the
household’s total expenditures. Expenditures on
clothing and electronics and other durables were
reported over a three-month horizon. For 1998 we
allocated these three-month expenditures uniformly
(to four points) over the three months preceding
each interview date before adjusting the nominal
expenditures for inflation.

These poverty measures use a poverty line based
on adjustments for economies of scale, oblast-level
prices, and regional food baskets.

These are Goskomstat figures published by
Russian Economic TrendsRussian Economic
Trendsis produced by a team working within the
Russian European Centre for Economic Policy
(RECEP) and with the assistance of the Working
Centre for Economic Reform, Government of the
Russian Federation. Before 1998, assistance in the
production of Russian Economic Trendaas
provided by the London School of Economics’
Center for Economic Performance. Overall
responsibility for the production of RET now lies
with the Stockholm Institute of Transition
Economics and East European Economies, within
the Stockholm School of Economics.
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Appendix A

Table 8a - The Distribution of Poverty, by Household and Age: Moscow and St. Petersburg
(Regional Poverty Lines)

9/92 2/93 8/93 11/93 12/94 10/95 10/96 11/98
Household-Level Poverty
Under 50% of poverty line 3.0 2.4 2.3 3.2 2.9 4.4 6.1 7.1
50-<100% of poverty line 7.2 19.1 55 6.2 7.5 11.7 6.5 15.3
Total under poverty line 10.2 215 7.8 9.4 10.4 16.1 12.6 224
Children Aged 0-6
Under 50% of poverty line 4.7 2.9 4.4 9.1 1.2 3.2 6.5 5.7
50-<100% of poverty line 8.7 16.2 11.0 9.1 8.3 9.7 4.4 40.0
Total under poverty line 13.4 19.1 15.4 18.2 9.5 12.9 10.9 45.7
Persons of Pension Age
Under 50% of poverty line 13 1.0 1.0 2.3 13 3.2 55 1.8
50-<100% of poverty line 5.6 14.6 25 3.6 4.0 6.8 2.4 13.3
Total under poverty line 6.9 15.6 3.5 5.9 5.3 10.0 7.9 15.1

Table 8b - The Distribution of Poverty, by Household and Age: North and Northwest
(Regional Poverty Lines)

9/92 2/93 8/93 11/93 12/94 10/95 10/96 11/98
Household-Level Poverty
Under 50% of poverty line 3.5 3.9 0.8 8.2 8.3 11.2 13.3 15.1
50-<100% of poverty line 9.0 11.7 5.7 7.1 8.7 19.3 225 24.3
Total under poverty line 12.5 15.6 6.5 15.3 17.0 30.5 35.8 39.4
Children Aged 0-6
Under 50% of poverty line 49 11 0.7 10.7 9.1 18.6 11.3 24.6
50-<100% of poverty line 134 14.6 114 10.7 11.7 229 254 26.2
Total under poverty line 18.3 15.7 12.1 214 20.8 415 36.7 50.8
Persons of Pension Age
Under 50% of poverty line 3.8 1.7 0.3 49 25 25 12.2 9.6
50-<100% of poverty line 5.8 5.7 1.7 2.7 25 14.2 18.3 13.9
Total under poverty line 9.6 7.4 2.0 7.6 5.0 16.7 30.5 235
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Table 8c - The Distribution of Poverty, by Household and Age: Central Black Earth, Volga-Vaytski, and
Volga Basin (Regional Poverty Lines)

9/92 2/93 8/93 11/93 12/94 10/95 10/96 11/98
Household-Level Poverty
Under 50% of poverty line 2.3 2.9 1.9 2.8 6.5 11.2 19.3 15.8
50-<100% of poverty line 7.4 10.5 4.2 5.0 9.9 17.9 16.1 23.9
Total under poverty line 9.7 13.4 6.1 7.8 16.4 29.1 35.4 39.7
Children Aged 0-6
Under 50% of poverty line 2.4 6.1 35 5.2 9.8 17.6 21.0 22.9
50-<100% of poverty line 10.2 15.2 9.6 9.1 13.3 245 24.4 325
Total under poverty line 12.6 21.3 13.1 14.3 231 42.1 45.4 55.4
Persons of Pension Age
Under 50% of poverty line 0.7 0.7 0.3 0.6 1.2 5.6 17.1 9.3
50-<100% of poverty line 4.7 3.7 0.7 1.7 6.3 13.8 9.5 16.0
Total under poverty line 5.4 4.4 1.0 2.3 7.5 19.4 26.6 25.3

Table 8d - The Distribution of Poverty, by Household and Age: North Caucasus
(Regional Poverty Lines)

9/92 2/93 8/93 11/93 12/94 10/95 10/96 11/98
Household-Level Poverty
Under 50% of poverty line 5.0 7.0 3.1 5.8 7.5 12.2 28.0 23.7
50-<100% of poverty line 10.8 204 12.7 12.2 13.2 17.7 16.1 235
Total under poverty line 15.8 27.4 15.8 18.0 20.7 29.9 44.1 47.2
Children Aged 0-6
Under 50% of poverty line 10.5 11.8 2.2 7.8 16.9 16.8 33.1 35.4
50-<100% of poverty line 14.0 30.8 134 17.6 19.7 217 18.4 28.6
Total under poverty line 245 42.6 15.6 254 36.6 38.5 515 64.0
Persons of Pension Age
Under 50% of poverty line 1.7 2.7 0.9 0.5 5.1 11.7 25.6 13.5
50-<100% of poverty line 6.8 111 6.6 6.1 7.9 134 13.8 19.2
Total under poverty line 8.5 13.8 7.5 6.6 13.0 25.1 39.4 32.7
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Table 8e - The Distribution of Poverty, by Household and Age: Urals
(Regional Poverty Lines)

9/92 2/93 8/93 11/93 12/94 10/95 10/96 11/98
Household-Level Poverty
Under 50% of poverty line 1.9 3.4 5.4 7.3 7.3 10.1 17.3 14.1
50-<100% of poverty line 7.6 10.8 6.9 7.8 8.7 185 175 22.8
Total under poverty line 9.5 14.2 12.3 15.1 16.0 28.6 34.8 36.9
Children Aged 0-6
Under 50% of poverty line 2.2 8.3 12.8 12.2 13.4 12.5 18.9 21.6
50-<100% of poverty line 10.3 16.7 13.9 11.9 15.8 219 221 27.0
Total under poverty line 12.5 25.0 26.7 241 29.2 34.4 41.0 48.7
Persons of Pension Age
Under 50% of poverty line 1.2 0.6 0.5 0.5 3.0 5.2 18.6 6.0
50-<100% of poverty line 3.9 4.0 21 2.3 4.8 14.3 10.6 14.8
Total under poverty line 5.1 4.6 2.6 2.8 7.8 19.5 29.2 20.8
Table 8f - The Distribution of Poverty, by Household and Age: Siberia and Far East

(Regional Poverty Lines)

9/92 2/93 8/93 11/93 12/94 10/95 10/96 11/98
Household-Level Poverty
Under 50% of poverty line 3.3 55 3.7 7.0 8.6 16.0 26.4 19.8
50-<100% of poverty line 7.5 141 6.8 6.7 12.6 20.1 17.8 20.3
Total under poverty line 10.8 19.6 10.5 13.7 21.2 36.1 44.2 40.1
Children Aged 0-6
Under 50% of poverty line 4.0 9.3 7.3 12.1 15.9 19.6 325 26.8
50-<100% of poverty line 8.3 20.9 115 7.7 8.2 22.8 18.8 28.3
Total under poverty line 12.3 30.2 18.8 19.8 241 42.4 51.3 55.1
Persons of Pension Age
Under 50% of poverty line 0.6 14 0.2 14 3.9 9.4 26.7 13.0
50-<100% of poverty line 7.0 9.4 2.8 2.6 9.7 20.3 18.1 15.9
Total under poverty line 7.6 10.8 3.0 4.0 13.6 29.7 44.8 28.9
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