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INFLUENCE OF MIGRATION ON LABOR
POTENTIAL QUALITY IN RUSSIA

The paper describes labor migration influence on the dynamics and quality of human
resources in Russian Federation through the analysis of its scale, educational and skills level of
labor migrants. Essential measures to minimize this negative impact are suggested.
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Y cmammi nadano xapaxmepucmuky énaugy mpyooeoi micpauii Ha Junamixy ma AKicrmo
mpydosux pecypcie Pociiicoxoi Dedepauii wasxom aunaaizy macwumabie, océimubo2o ma
Keaaigixauiinozo piens mpydosux miepanmie. Chopmyaboeano nepenix HeoOXiOHUX 3ax00i8, AKI
Moeau 6 36ecmu 00 MiHIMyMY He2amueHi énaueu 6io aeuua.
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B cmamve npedcmas.aena xapaxmepucmuxa 6AusAHUA Mpy006oH MUpauUU HA OUHAMUKY U
Kawecmeo mpydoevix pecypcosé Poccuiickoii Dedepayuu nocpedcmeom anaiuza macumabos,
00pazoeameavhoz0 U KealUQUKAUUOHHO20 YPO8HA mpydosvlx muzpanmos. Copmyiuposan
nepeuenv HeoOX00UMbIX Mep, KOmopvle Mo2au 0bl céecmu K MUHUMYMY He2AMUeHoe
6o3delicmeue.

Karoueevie caoea: muepauyus; UHOCMPAHHAS pado4as cuia; mpyooevie pecypcvl; Kauecmeo
mpydosuix pecypcos; Poccuiickas Dedepayus.

Problem statement. The increasing use of foreign labor is a feature of employ-
ment in today's Russian economy. Moreover, recently at the meeting of the
Government Commission on Migration Policy the First Deputy Prime Minister Igor
Shuvalov mentioned that migration would become an essential resource for econo-
mic development in the next 10 years.

But there is another point of view. The analysis of volumes, structure and char-
acter of migrants' employment in Russia, international experience, as well as plans
aimed at providing technological progress and innovative development of Russian
economy allow expecting that the country can do without the total employment
expansion from the outside. Migration policy should be balanced and based on the
study of the real needs of labor market, selective labor migration on the basis of pre-
ferences for highly qualified personnel and quotas for unskilled migrant workers.

Analysis of the related publications. Both foreign and national scientists have
been studying the influence of migration on labor resources and local labor markets.
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Their findings are ambiguous and, moreover, cannot be used without taking into
account the peculiarities of Russia and its specific models to employ foreign labour
force. Foreign researchers (Becker, 1997) have come to the conclusion that immigra-
tion does not cause either unemployment increase, or earnings reduction while
Russian scientists, on the contrary, indicate the infringement of indigenous workers'
rights, "freezing" of earnings, deterioration of labor force (Ivakhniuk, 2005;
Rybakovsky, 2003; Zaslavskaya, 2002). The authors' studies conducted earlier has also
confirmed the findings of Russian scientists concerning the growing negative effects
of migration, in particular the illegal one, on the state and dynamics of the national
labor force (Bezborodova, 2013).

Research objective. In spite of differences in estimates and forecasts of the cur-
rent situation at the labor market in connection with the intensification of migration
processes, it is obvious that the problem of labor migration in Russia has not lost its
relevance, but is rather becoming global in nature and requires serious consideration.
In this regard, the authors view the assessment of the impact of migration on qualita-
tive and quantitative characteristics of labor force in today's Russia as the objective of
the present study.

Key reseach findings. Various categories of migrants — labor, seasonal, those
seeking a permanent place of residence etc. — affect the quantity and quality of labor
resources on both national and regional levels. Effective migration management
involves balanced supply and demand at the labor market at all levels. If the demand
for labor is formed by geographically localized production then labor supply is deter-
mined by the nature and conditions of settlement, number and age structure of
population, peculiarities of territorial allocation, i.e. by migration.

Labor supply consists of local unemployed but actively seeking employment
population and people coming to a region for various reasons. Demographic basis for
the formation of labor supply are people of working age. And since migration flows
are dominated by people of mainly active working age, migration is one of the lead-
ing factors determining quantitative and qualitative parameters of labor supply.

External objective reasons to employ workers from the outside, especially from
abroad, are the following:

- disparities in vocational education that have shaped and deepened the bias in
favor of higher education and as a consequence — the neglect of working professions
by high school graduates;

- increased number of enterprises with foreign capital share;

- the continuing practice of foreign companies activity in Russia in the form of
contractor agreement implementation, in particular in the field of construction.

The number of formally employed labor migrants in Russia has been steadily
increasing since the late 1990s. In 2006 it exceeded 1 min people. In 2007 due to the
adoption of a new more liberal legislation the trend of recorded migration growth
intensified. In 2007 the number of foreign nationals engaged in labor activities in
Russia already reached 1717.1 ths people against 1014.0 thousand people in 2006,
and in 2008 it was already 2452.9 ths (Zaionchkovskaya and Vitkovskaya, 2009;
Trud..., RosStat, 2013; FMS, 2012). It should be noted that the "peak” of the record-
ed employment of foreign nationals was reached in 2008, and then it again began to
decline (Table 1).
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Table 1. Number of foreign nationals engaged in labor activities in Russia,

ths of people
Years

2000 2005 2006 2007 2008 2009 2010
Total 2133 702.5 1014.0 17171 2425.9 2223.6 1640.8
including:
- from other countries | 106.9 358.7 476.1 563.8 645.0 577.3 392.0
including:
Vietnam 13.3 55.6 69.1 79.8 95.2 975 46.0
China 26.2 160.6 210.8 228.8 281.1 269.9 186.5
North Korea 8.7 20.1 27.7 32.6 349 377 36.5
USA 1.8 2.9 3.7 4.8 5.0 5.0 4.3
Turkey 17.8 73.7 101.4 131.2 130.5 77.2 45.7
- CIS countries 106.4 3.7 537.7 1152.8 1780.0 1645.1 1246.9
including:
Azerbaijan 3.3 17.3 28.3 576 76.3 60.7 40.3
Armenia 5.5 26.2 39.8 734 100.1 82.0 59.8
Georgia 5.2 4.3 49 4.8 4.2 - -
Kazak hstan 29 4.1 5.0 7.6 10.4 11.2 8.3
Kyrgyzstan 0.9 162 330 | 1096 | 1846 | 156.1 117.7
Moldova 11.9 30.6 51.0 93.7 122.0 101.9 72.2
Tajikistan 6.2 52.6 98.7 250.2 391.4 359.2 268.6
Turkmenistan 0.2 1.5 0.7 2.1 3.1 2.4 1.2
Uzbekistan 6.1 49.0 105.1 344.6 642.7 666.3 5115
Ukraine 64.1 141.8 171.3 209.3 245.3 205.3 167.3

Source: Zaionchkovskaya and Vitkovskaya, 2009; Trud..., Ros.Stat, 2013; FMS, 2012.

Analyzing Table 1, we can conclude that the global financial crisis which entailed
the economic downturn in Russia contributed to the outflow of labor migrants from
the country in 2009—2010. The outflow pace accelerated in 2010 when about 1640.8
ths of foreign workers left the country.

In 2011 1764.27 ths of foreign nationals had official work permits to work in Russia
including 764.0 ths patents issued to individuals by the Federal Migration Service.

In 2012 1148.7 ths people had valid work permits; besides, 1080.0 ths people had
patents to work as individuals. Thus, we can conclude that the number of labor
migrants was keeping to grow; their total number in 2012 was 2228.7 ths people.

In general, legal foreign labor has beneficial effects on the socioeconomic deve-
lopment of Russia. Labor migrants to some extent satisfy the demands of the labor
market in Russia. Their labor activity promotes entrepreneurship and small business
development, expansion of services network in the fields of transport and public serv-
ice, catering, trade and health which in turn leads to an increase in the tax base.
However, given the fact that today the proportion of working legally migrants in the
structure of economically active population of Russia makes about 4%, the current
official labor migration in Russia has no significant impact on its economy and the
labor market in general, but is more important for particular regional labor markets
such as the city of Moscow and Moscow region, St. Petersburg, the Southern Federal
District and other bordering territories.

Demographers' analysis and RosStat estimates prove that there has been popu-
lation increase in Russia for the fourth consecutive year starting from 2009. Thus, the
tendency of population decline which was in progress from 1995 has been overcome.
The population of Russia has reached its greatest number of nearly 148.6 mln people
at the beginning of 1993. After 1994 it was declining steadily until 2009 and has

AKTYAJIbHI [TPOBJIEMWN EKOHOMIKW Ne10(160), 2014



AEMOrPA®ISi, EKOHOMIKA IMPAL|I, COLIIAJIbHA EKOHOMIKA | MOJ1ITUKA 305

decreased to 142.7 mln. Already in 2008 the decline has considerably slowed down
and during 2009—2012 the population of Russian Federation has increased by
636,000 people, reaching the level of the mid-1980s. As of January 1, 2013 the popu-
lation of Russia reached 143,347.1 ths people having increased in 2012 by 290.7 ths
people (Demograficheskij..., RosStat, 2013).

Despite the gradual increase in the population of Russia the quantitative com-
position of labor force has tended to decline starting from 2009. The annual average
number of labor resources by 2012 amounted to 92,847.0 ths people and compared to
2008 decreased by 1337.6 ths people. The greatest decrease in the workforce was
recorded in 2010 — 664.0 ths people. It is noteworthy that there is an annual decline
in the able-bodied population of the working age and, on the contrary, an increase in
the number of foreign migrants and people beyond working age in the structure of
labor force (Trud..., RosStat, 2013) (Figure 1).
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Figure 1. Structure of the annual average workforce, compiled by the authors

In many regions of the country local labor markets are already feeling not only
relative, but also absolute labor shortage. According to the RosStat adjusted forecast
(average forecast) of able-bodied population of working age by 2015 compared to
2010 there will be a decrease by 1.466 miIn people, by 2025 — by 7.254 mln, and by
2050 — by 15.080 mIn. The maximum reduction in the working age population might
occur in 2009—2017 when the average annual decline in this age group will exceed
500 ths people. All cohorts of the population that will reach the working age in the
first quarter of the XXI century have already been born, so it is impossible to com-
pensate for the gap by the incipient birth rate increase. It should be noted that 5 years
ago the estimations were almost twice as much; the annual reduction in the able-bod-
ied population of working age was forecasted as 1 miIn, with a decrease by 17—18 min
people is expected already by 2025 (Predpolozhitel'naja..., RosStat, 2007). Thus, the
positive trends of the past 5 years will allow reducing the dependence of Russian
economy on extra migrant workforce to the optimal minimum.
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Thus, taking into account the current situation, the number of legal immigrants
required to prevent Russia's decline of working age population and to provide an eco-
nomic growth can be estimated at 500 ths people a year at the most favorable dyna-
mics of fertility and life expectancy. Otherwise, labor shortage in the medium term
can cause serious negative consequences for the economy. This conclusion supports
the idea that migration can become one of the main resources of Russian economy.

All this refers to legal migration. For Russia, as noted above, the urgent problem
is the problem of illegal migration, mainly from the CIS and China. It was made pos-
sible due to the "transparency” of borders, lack of effective immigration control sys-
tem in Russia, Russia's geographical position convenient for transit from Asia to
Europe as well as due to the volumes of the informal sector in Russian economy.

Russia attracts illegal migrants for two reasons: they are not able to find jobs in
their own country or believe that in Russia they can get much better jobs. Russia's
business people benefit from this situation as well. They pay illegal migrants conside-
rably less compared to the current local labor market wages and they avoid income tax
and insurance contributions by paying in "black cash".

Despite the fact that illegal labor migration in Russia over the past 10 years has
decreased fold, from 10 mln people in 2000 to 3 mln in 2010, however, in certain areas
of economic activity migrants occupy a large enough number of jobs. And this is quite
dangerous for the economy because of its direct impact on the quality of work and
discipline.

To assess the quality of labor force of illegal migrant workers is virtually impossi-
ble due to conspiratorial nature of the phenomenon of illegal migration. However,
numerous studies including those conducted by the authors produced similar results:
over 60% of illegal immigrants are people with incomplete secondary or secondary
education. Illegal migrants working in Russia in their majority (over 50%) are
employed in low-skilled labor. Among the areas of labor activity construction, trade
and agriculture are increasingly popular, i.e. those fields where employers do not
require confirmation of any skill level. Another employment area (more than half of
all illegal migrants) is private business with one in five being self-employed. Primary
professions of illegal immigrants are builders, domestic servants, general laborers.
Favorable opportunities for excessive uncontrolled flows of unskilled labor force to
Russia's major cities from Central Asia, Moldova, Ukraine are mostly provided by
visa-free entry to Russia for citizens of the CIS countries. According to T.I. Kutsenko
(2002) three-quarters of illegal immigrants come to Russia through the actually open
border with Kazakhstan which is used not only by the residents of Kazakhstan, but also
by citizens from many foreign countries. Kazakhstan has signed more than 20 agree-
ments on visa-free entry to the countries with which Russia has no such agreements.
All this is fraught with the chances for not only illegal labor migrants, but also such
undesirable elements as terrorists or drug traffickers to get into the country. The num-
ber of such migrant workers is much higher than the very limited contingent of highly
qualified migrants from developed countries working in Russia under contracts.

Thus, illegal labor migration in Russia has many negative social and economic
consequences. First of all, it is the loss of budgetary allocations to federal and regio-
nal budgets and extra-budgetary funds as a result of the continuing shadow employ-
ment. Secondly, illegal labor migration of unskilled labor causes growth of cheap for-
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eign labor supply, whereby regional labor markets experience increased competition
for domestic labor.

In addition, migration of cheap illegal foreign labor in Russian regions is often
the cause of "freezing" of local workers wages. In many cases it is low wages along with
a lack of job opportunities that become one of the main reasons for the unemploy-
ment rise in the regions.

And finally, the increase of illegal immigrants' number leads to the overall decline
in the quality of workforce used in Russian economy.

Deterioration of qualitative characteristics of labor force (without consideration
of workers' health and general level of physical ability) is also conditioned by Russian
Federation citizens' leaving to work abroad. The most economically active population
emigrates to work in other countries (Table 2).

Table 2. Number of Russian citizens who have left
to work abroad, by gender and age groups

Number of people In % of the total
Years including including
Total male | female Total female | male
Total
2005 60926 50722 10204 100 100 100
2010 70236 60075 10161 100 100 100
2011 67549 60176 7373 100 100 100
2012 64370 58943 5427 100 100 100
including those in the age of:
16—29 years old
2005 20995 12763 8232 4.5 25.2 80.7
2010 24866 16035 8831 3.4 26.7 86.9
2011 1979 14622 5357 2.6 24.3 72.7
2012 19097 15368 3729 29.7 26.0 68.0
3039 years old
2005 16110 1529 815 26.4 30.2 8.0
2010 14845 14408 437 2.1 24.0 4.3
2011 15307 14243 1064 2.7 23.7 14.4
2012 15463 14629 834 2.0 24.8 15.4
40-49 years old
2005 16392 15662 730 2.9 30.9 7.2
2010 18244 17720 524 26.0 29.5 5.2
2011 18939 18360 579 28.0 30.5 79
2012 17783 17215 568 21.6 29.2 10.5
50—54 years old
2005 5065 4762 303 83 94 3.0
2010 7540 7289 251 10.7 121 2.5
2011 7994 7735 259 11.8 129 35
2012 6685 6460 225 10.4 11.0 4.1
55-59 years old
2005 2102 1994 108 35 39 1.1
2010 3661 3565 96 52 59 0.9
2011 4164 4085 79 6.2 6.8 1.1
2012 4065 4001 64 6.3 6.8 1.2
60 and older
2005 262 246 16 04 0.5 0.2
2010 1080 1058 22 1.5 1.8 0.2
2011 1166 1131 35 1.7 1.9 0.5
2012 1277 1270 7 2.0 2.2 0.1

Source: Trud i zanjatost’ v Rossii, RosStat, 2013.
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Table 2 shows that young people under 30 constitute the largest share (29.7%).
In female group this age makes more than 68%. In general, people under 50 make
81.3% of the total number of Russian citizens leaving for employment abroad. It
should be noted that this proportion is gradually decreasing; in 2005 it amounted to
87.8% of the citizens going to work abroad.

More than half of those who have left to work abroad in 2012 (34,369, or 53.4%)
expected to be employed as managers and professionals which indicates their high
status and qualifications. Characteristically, of working professions the most qualified
ones were in demand: sailors, skippers, boatswains, machinists and minders, gas
welders, welders, bakers, culinary specialists, cooks etc.

A direct confirmation of high qualification of Russian citizens going abroad for
employment can be their distribution by the levels of education (Trud..., RosStat,
2013): 41.3% have higher education; 36.3% are those with vocational education.
Thus, we can conclude that in contrast to people coming to Russia the most skilled
workforce is emigrating to work abroad.

Conclusion. It was intended to solve to some extent the problem of poor quality of
foreign labor force by means of Federal Law of 19.05.2010 No 86-FL "On Amendments
to the Federal Law" On Legal Status of Foreign Citizens in Russian Federation "and
some legislative acts of Russian Federation "developed with the participation of the
FMS of Russia which provided the definition of highly qualified specialist”. The same
year with the aim of its development and in order to further increase the investment
attractiveness of Russian Federation the Federal Law No 385-FL "On Amendments to
Certain Legislative Acts of the Russian Federation" was adopted. It significantly widens
the opportunities to engage highly qualified scientific and pedagogical employees with
remuneration up to 1 min RUB. For foreign experts involved in the establishment and
operation of the innovation center "Skolkovo" there was proposed no fixed remunera-
tion. According to FMS of Russia data from July 1, 2010 to March 31, 2012 there were
issued 15946 work permits for highly qualified specialists (including 14736 foreign citi-
zens who arrived via the visa scheme and 1210 people having arrived with no visa
scheme). Among the main countries to provide highly qualified professionals Germany
is leading followed by the UK, France, USA, Turkey, Ukraine, China, and Italy.
Judging by the negative balance of skilled labor migration, these measures allowed to
make up for the quality of human resources by less than 10%. In this regard, as the
authors view it, Russia's migration policy requires some modernization — in conditions
of excess labor migration from the CIS and South-East Asia it should change its con-
servative prohibitive approach. In part, the new migration paradigm aimed at some
improvement of foreign labor force quality is embedded in the State Migration Policy
Concept of Russian Federation until 2025 which outlined a number of strategic guide-
lines aimed not only at maintaining a healthy migration situation in the country, but
also at sustainable socioeconomic development. However, the measures laid down in
the Concept are insufficient to dramatically improve the quality of foreign labor migra-
tion. In our view, it should be complemented with innovation priorities, selective labor
migration with preferences for skilled personnel who should be used in the development
and implementation of advanced technologies in manufacturing industries. The transi-
tion to innovative economic development necessitates a comprehensive evaluation of
subjects of labor relations — the actual candidates for jobs from foreigners. Workforce
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selection should be made on the basis of a certificate of education, professional experi-
ence, age limit, additional professional qualifications, health status as is the practice in
economically developed countries with advanced migration policies.

It should be noted that illegal immigrants are mostly young people of working
age that in the condition of demographic imbalance and decrease of the number of
working age population in Russia makes the use of such foreign employees at Russian
labor market very attractive. But, we emphasize, within the legal employment frame.
Various studies show that small number of foreign employees work within their spe-
cialty which testifies to the irrational use of foreign employees' potential who staying
in Russia illegally are forced to work not using their knowledge and skills. It seems
that the main goal of the migration policy on the legal use of foreign labor should
become the priority admission to the country of the most qualified experts in their
respective fields from those applying for entry.

Therefore, in terms of modernization and transformation of the economy and
demographic aging of Russian population the policy on foreign labor migration, in
particular selective policy of foreign labor admission to Russian Federation and con-
trol over illegal migration and employment can and should become an additional
source of increasing economic potential in Russia, but only if migration processes will
not lead to deterioration of labor force quality.

All these measures do not eliminate the need to create more favorable working
conditions in Russia for domestic highly qualified specialists, limiting by primarily
economic measures the "brain drain" and thereby enhancing the intellectual capaci-
ty and the quality of the workforce, which is so important for economic growth and
enhanced work efficiency.
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