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ABSTRACT

Relevance. The employment level in Russia plays a crucial role in the social
and economic development of regions. The federal policy of Russia is geared
towards bolstering regional employment through targeted social spending
and fostering balanced inter-regional migration. Analyzing the contribution
of these policies to employment outcomes offers insights for shaping effective
regional strategies across the Russian Federation’s entities.

Research Objective. This study aims to uncover the key relationships and as-
sess the impact of inter-regional migration and social policy spending on em-
ployment dynamics in Russian regions.

Methods and Data. Our research is based on a dataset encompassing 83 Rus-
sian regions spanning from 2000 to 2021. The study relies on the data sourced
from the Treasury of the Russian Federation, the Ministry of Finance, and the
Federal State Statistics Service. To model these dynamics, we employ simulta-
neous quantile regression with bootstrapped standard error.

Results. Inter-regional migration tends to exert a negative influence on re-
gional employment rates in most cases. Public spending on social policy, on
the other hand, contributes to employment gains in regions with relatively
healthier employment rates, while exhibiting less efficacy in regions dealing
with more significant employment challenges. Western regions, characterized
by more favorable employment situations and higher economic development,
tend to be more attractive to migrants.

Conclusion. Current trends in inter-regional migration demonstrate dimin-
ished effectiveness in stimulating regional employment. Social policies gen-
erally boost employment in most regions, although there’s still potential for
improvement in areas with job disparities. Based on our findings, we propose
several policy implications for both federal and regional governments to en-
hance employment policies in Russia.
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BiausiHHUE COIIMAJIbHBIX PACX0A0B U Me:KPEeruoHaAJIbHOW MUTPALlUU
Ha 3aHATOCTH B cyobeKTax Poccuiickoii Pegepanun

P.JI1. BacunweBa <, [I.M. AMnieHoBa

Ypanvckuii pedepanvroiii ynusepcumem, Examepun6ype, Poccust; <l rogneda.v@urfu.ru

AHHOTAIIUA

AKTyalbHOCTD. YPOBEHD 3aHATOCTYU B Poccun AB/A€TCA OGHUM 13 K/II0YEBbIX
(baxTOPOB, OIPENEAIOINX COLMATbHO-9KOHOMUIECKOE PA3BUTHE PETMOHOB.
QepnepanpHad NOAUTMKA Poccum HampaB/ieHa Ha COfENCTBME 3aHATOCTU
B pervoHax 3a CYeT BbIJe/ICHUSA PacXofoB Ha COIMA/TbHYIO HOAJEPKKY U
obecrieueHre cOaaHCUPOBAHHON MEXpPErMOHANIbHON MuUrpanuu. AHa-
JIU3 pONIM YKAa3aHHOI MONMUTUKYU B YBEJIMYEHUN 3aHATOCTY IIO3BOIUT OIpe-
[eINTh HAIpaB/IeHVs PerMOHAJIbHBIX CTpaTermil pasBUTHA B CyObeKTax
Poccuiickoit enepannmn.

IMenp uccnemoBaHusA. Ilenpi0 MAaHHOTO MCCIENOBAHUs SIB/ISAETCSA BbIABIEHIE
K/TIIOYEBDbIX B3aMIMOCBA3€l M M3y4eHMe BIMAHNA MeXPErVOHATbHON MUTPALIUN
U PacXoJi0B Ha COLIMA/IbHYIO IOUTHUKY Ha 3aHATOCTb B pernoHax Poccun.
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Mertopns! u faHHbIe. VccnenoBaTebcKyo 6a3y coctaBuia BIOOpKa 1o 83 pe-
ruonaM Poccun 3a epuop 2000-2021r. VinopMarimoHHbIM 0becriedeHneM uc-
CiefoBaHuA MOCTy>Xnn 6a3nl faHHbIX KasHaverictBa PO, Munncrepcra ¢u-
HaHcoB 1 efrepanbHOI CTY>KOBI TOCYAAPCTBEHHOI CTaTUCTUKN. 1711 9KOHOMe-
TPUUYECKOTO MOJIENMPOBAHMA IIPUMEHEH MeTOJ, OfTHOBPEMEHHOI KBaHTUIbHOM
perpeccun ¢ KOppeKIiei CTaHIaPTHBIX OIINOOK.

Pe3ynbraThl. Pe3ybTaThl 9KOHOMETPUYECKOTO MOZIEIMPOBAHNA IEMOHCTPUPY-
0T, 9YTO B OOJIBIIMHCTBE C/Iy4aeB MeXpPernoHanbHas MUTPALIMsS CHIDKAET Ypo-
BEHb 3aHATOCTH B pernoHax. [ocyjapcTBeHHbBIe pacXO/bl Ha COIIMAIbHYIO TIOMN-
TUKY CTUMYIMPYIOT 3aHATOCTb B PETUOHAX, T7ie €€ YPOBEHbD BbIIIe OTHOCUTEIb-
HO [IPYIVX CYOBEKTOB, B TO BpeMs KaK [JaHHas NMONUTUKA MeHee 3¢ deKTrBHA
B peryoHax ¢ 6oree BBIpaXeHHOI IIPOOIEMOIT 3aHATOCTI. 3amafHble PEerMOHbI
OT/INYAIOTCS 60/Iee GIarONMPUATHON cUTyalLuell B chepe 3aHATOCTI U BHICOKH-
MU TeMITaM¥ 9KOHOMWYECKOTO Pa3BUTHSI, YTO IPUBJIEKaeT MUTPAHTOB.

BoiBop. MexpernoHaabHas MUTpaLiyis MMeeT HU3KYI0 3 PeKTUBHOCTD B yBe-
JM4eHnn 3aHATOCTM B permoHax P®. CoumanbHasd NMOMUTUKA CTUMYIMPYeET
3aHATOCTb B OOJIBIIMHCTBE PETMOHOB, OfHAKO TpeOyeT HEKOTOPOIl KOPPEeKTH-
POBKU [/I51 MeHee Pa3BUTHIX CyObekToB. Ha 0CHOBe pe3ynbTaToB MCC/IeLOBaHIS
copMUPOBaHbI IPENTOXKEHNSI IO COBEPLIEHCTBOBAHMIO (efiepaIbHOI U pern-
OHAJ/IbHOM MTOMUTYUKY B 00/TaCTU CORECTBUSA 3aHATOCTU B Poccum.

BJIATOZAPHOCTH
ViccnenoBanue BRIIOTHEHO

3a cyeT rpanTa Poccuiickoro
Hay4HOro GoHpa (IIpOeKT

Ne 19-18-00262 «MogenupoBaHue
cb6a/TaHCUPOBAHHOTO TEXHOIOTH-
YECKOT'O ¥ COIIMambHO-9KOHOMM-
YeCKOT'0 Pa3BUTHUA POCCUIICKIX
PErMOHOB»)

AJIA IINTUPOBAHHUA
Vasilyeva R.I., Ampenova D.M.
(2023). Impact of Social Spending
and Inter-Regional Migration

on Employment Rates in

Russian Regions. R-Economy,
9(3), 269-280. doi: 10.15826/
recon.2023.9.3.016

H SEERSZ HHN Xk EFE XS S HExFE £ (3 5R AL a9 52 1R

EFEEERE, ZimliEE
SHURERFBAE, M-REEME, SBHr, BBFE: [ rognedav@urfuru

HE

MsEtE: EBHRIBKERREKEREFTARIIRERRZ—, HBHEK
FBHBER SEEIE S it <X MR X B IER RR(EH S XA,

ﬁ*ﬁtﬁﬂ%&iﬁéﬂEl?JEHJD‘:‘EE’M’EH%J%EH}J?E%fﬁﬁ?ﬂﬁﬂ%ﬂ%f%i&IZ?EE&*Z
B&EYTTTE.

HREMR: FARNBENEMEREIKR, HRBXER R SBERSIHRY
HB XA AR,

HESTE: AHAFRERE 2000-2021 FHAREDET 83 MRS, AR
BEITHBHEGIERE, BHERMEESHIBEERRSSS. TR R
BRRA T BERERENS (EEITE.

IRER: HELSFARBNERER, EASHBERT, MXEBRIME K
XATFAKF, ERELSBERT RIS HREL 7Bk AR RS it K A5

A, TR AR P BRI, X—BERRIRNRE. PRt XA 2
FAFZBRIRYF, KFXERREERIR, ELIRS|T BRI,

St XA REEINES IS XAl S EERRE. HRBERAS
XA ERIFER, BRRAKASBREEHT—ERERE. RIE
RER, FARE T o EED BB K H TR BERATEIL.

KiEiR
gk, B, HRBER. #X
BFR. HEHmbX

51 F

Vasilyeva R.I., Ampenova D.M.
(2023). Impact of Social Spending
and Inter-Regional Migration

on Employment Rates in

Russian Regions. R-Economy,
9(3), 269-280. doi: 10.15826/
recon.2023.9.3.016

270

Introduction

The employment situation in Russia is a crucial
topic in today’s economic policy because it shapes
social and economic progress across different
areas. According to the Federal State Statistics
Service, the employment level shows how many
people within a certain age group are working
compared to the total number of people in that
age group'. Since 2018, the President of Russia has

' “On the National Goals and Strategic Objectives for the
Development of the Russian Federation up to 2024” Decree of
the President of the Russian Federation from 07.05.2018 N204.

http://www.kremlin.ru/acts/news/57425 (Assessed on: 15.03.2023)
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endorsed a number of national projects by issuing
the decree “On the National Goals and Strategic
Objectives for the Development of the Russian
Federation up to 20247, The goal of protecting
public health and well-being, along with the
stateled “Demography” project that includes the
federal initiative “Boosting Employment,” is being
pursued through coordinated financial strategies

> Passport of the government program of Russian
Federation “Sodeystvie zanyatosti naseleniya” (Eng. “Boosting
Employment”), Decree of the Government of the Russian
Federation of April 15,2014 N 298 http://gov.garant.ru/SESSION/
PILOT/main.htm (Accessed on: 20.02.2023)
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Figure 1. Employment in Russia, 2000-2021.
Source: Compiled by the authors using data retrieved from EMISS (https://www.fedstat.ru/indicator/34027)

at both the national and regional levels. This
is accomplished by allocating federal funds to
different regions. These programs aim to enhance
the work of employment centers in various parts
of Russia and help employers find workers. They
are an important part of the regional plan to
improve how people can move around for work.
As delineated by the Government of the Russian
Federation, the main focus of the long-term state
policy resides in fostering employment growth.
This objective is pursued through the establishment
of a multifaceted framework encompassing legal,
economic, and institutional elements. Such a
comprehensive approach is designed to stimulate
the evolution of the labor market while concurrently
enhancing the caliber and effectiveness of labor force
participation®. Figure 1 illustrates a substantial growth
in employment within Russia since the turn of the
millennium. However, this upward trajectory was
occasionally interrupted by significant events such as
the Global Financial Crisis (2008-2010), geopolitical
tensions (since 2014), and the recent disruptive
influence of COVID-19, which lead to widespread
business closures and workforce reductions.

3 Passport of the government program of Russian Feder-
ation "Sodeystvie zanyatosti naseleniya" (Eng. “Boosting Em-
ployment”), Decree of the Government of the Russian Feder-
ation of April 15, 2014 N 298 http://gov.garant.ru/SESSION/
PILOT/main.htm (Accessed on: 20.02.2023).
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According to the Federal State Statistics Ser-
vice, the pinnacle of unemployment was reached
in August 2020, with a recorded figure of 4.8 mil-
lion jobless individuals. Concurrently, the overall
labor force in Russia contracted from 75.7 million
in August 2019 to 75.2 million by December 2020.

In 2021, a modest economic recovery, as
acknowledged by the Ministry of Finance, brought
about favorable outcomes for the labor market,
signaling a gradual improvement. According to the
recent statistical report, the labor force amounted to
75.3 million people in June 2021%. Unemployment
returned to the 2019 level, receding from the
August 2020 peak (6.4%) to 4.3%.

In the Russian context, it’s crucial to give due
regard to regional differences since they shape the
unique aspects of the labor market. Factors like
population density, environmental and climatic
conditions, ethnic and demographic distinctions,
infrastructure development, and more, can have a
notable impact on employment rates (Chowdhury
etal., 2022; Cui et al., 2012; Vermeulen & van Om-
meren, 2009). The sparsely populated eastern and
northern regions of Russia, along with struggling
areas, face challenges in dealing with outward mi-

¢ Employment and unemployment in Russian Federa-
tion // Federal Statistics Service URL: https://www.gks.ru/
bgd/free/B04_03/IssWWW.exe/Stg/d02/17.htm (Accessed on:
10.03.2023).
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gration and declining employment opportunities
(Mkrtchyan and Florinskaya, 2020). Specifically,
the population of the Far East has notably dwin-
dled over the last two decades, and this trend con-
tinues. This situation introduces fresh challenges
for both the Russian labor market and migration
policy. The national projects are designed to en-
hance employment opportunities by directing
public social expenditures and fostering well-bal-
anced and superior inter-regional migration pat-
terns. According to Caponi (2017), Castillo et al.
(2017) and Freedman (2015) the governmental
policies impact the labor market and employment
in the regions through increasing efficiency of
labor market, which improves the quality of the
workforce and spurs the employees’ motivation.
Their research results are supported in later stud-
ies (Agovino et al., 2019; Westerman, 2018).

The primary objective of this study is to assess
how social public spending and inter-regional mi-
gration impact employment across Russian regions.
To examine our hypotheses, we utilize a panel data-
set encompassing Russian regions from 2000 to
2021. Given the considerable variation of variables
across these regions and the substantial presence of
heteroscedasticity, we employ a simultaneous quan-
tile regression approach. This technique helps miti-
gate the influence of heteroscedasticity by segment-
ing the regions into quantiles based on employment
levels. Moreover, the quantile approach enables the
identification of regions with the highest and lowest
employment rates within Russia.

This study adds to current research in several
key ways. Firstly, we analyze the impact of a specif-
ic government expenditure category - social poli-
cy spending - on regional employment in Russia.
This aligns with the President’s decree to enhance
employment across regions. Additionally, recent
literature underscores the significant role of state
policies in boosting regional employment rates
(Azad et al., 2021; Carlino & Inman, 2013; Nara-
idoo et al.,, 2017). Secondly, we evaluate the im-
pact of inter-regional migration on employment
rates in Russian regions. According to the Spatial
Development Strategy, enhanced labor mobility is
expected to particularly boost employment in less
populated areas, where employment challenges
are most pronounced. Thirdly, we present policy
recommendations for enhancing federal and re-
gional employment strategies in Russia.

The article’s structure is as follows: the sub-
sequent section provides an empirical literature
review. The Method and Data section outlines the

R-ECONOMY 4

dataset and econometric approach. The Results
section presents key empirical findings and dis-
cussions. The concluding section contains final
remarks and policy implications.

Theoretical framework
Exploring fiscal stimulus for employment: the role
of public spending in social policy

Previous research underscores the impact of
public spending on social policy in driving employ-
ment and fostering economic activity (Antonelli &
de Bonis, 2017). Rodriguez-Vives & Kezbere (2019)
contend that the quantity and composition of social
expenditures vary among nations and mirror social
policy preferences. In the short term, government
expenditures on social policy have a stimulating
effect on the economy by bolstering GDP, private
consumption, and employment. Murin (2016)
found similar outcomes for EU countries. Furceri
& Zdzienicka (2012) accentuate the importance of
public spending on healthcare and unemployment
benefits in propelling employment. While some
scholars argue that short-term public spending on
social policy yields equivocal results, ultimately be-
coming pro-cyclical in the long run (Effiom, 2019),
Oyvat & Onaran (2022) offer evidence that public
expenditures on social infrastructure invigorate
both male and female employment. Moreover, Kop-
iec (2020) presents empirical evidence suggesting
that fiscal stimulus augments the synergistic effects
of fiscal and monetary policies, thereby fostering
labor market growth and enhancing employment.

Veredyuk (2010), Giltman (2018), and
Volovskaya (2016) offer empirical insights into
how government spending and regional charac-
teristics influence employment patterns in the
Russian context. In the face of economic crises,
some authors assert that active state intervention
becomes crucial for maintaining employment
rates (Gaidayenko, 2021; Kashepov, 2021). Balaev
(2018; 2019) and Kamenskikh & Ivanova (2011)
delve into the structure of Russian budget expen-
ditures, noting that fiscal allocations can foster
human capital development, employment, and
overall economic growth. However, not much
research has been done on how social spending
boosts employment, which is why we intend to
study how public money spent on social policies
affects employment in Russia.

Public expenditures on social policy encom-
pass a range of budget allocations that include pen-
sions, social security and public services, family
protection, research related to social policy, and
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other relevant aspects®. We believe that public ex-
penditures on social policy contribute to height-
ened employment rates across Russian regions
(H1). These social policy expenditures encompass
unemployment benefits, pensions, scholarships,
and various other social benefits. These incentives
encourage economic agents to participate in the la-
bor market and secure employment opportunities.

Hypothesis 1:

Public expenditures allocated to social policy
have a stimulating effect on employment dynam-
ics in Russian regions.

Connection between inter-regional migration
and employment

Inter-regional migration has the potential
to enhance regional labor markets by promoting
employment opportunities. The existing body of
literature offers diverse interpretations of inter-re-
gional migration. Troyanskaya (2021) defines it as
the movement of people between administrative
regions or territories within a state. Doroshen-
ko (2022) argues that inter-regional migration in
Russia addresses shortages in regional labor force
and substantially bolsters employment in SMEs.
Providing empirical support, Topilin & Maksimo-
va (2020) demonstrate pronounced disparities in
regional labor markets, attributed to the growing
divide between less developed areas and more ad-
vanced regions. They contend that diverse forms of
migration, necessitating greater governmental reg-
ulation, exert a considerable influence on the labor
market. Furthermore, inter-regional migration in
Russia contributes to the labor force and engenders
elevated regional employment rates, underscoring
the significance of heightened mobility within the
labor market (Kozlova et al., 2015).

There is a view that inter-regional migration
displaces local citizens employment, thereby
detrimentally affecting overall employment rates
and increasing local unemployment. However,
Wu et al. (2020) observe that in Chinese prov-
inces, inter-regional migration does not exhibit
a complete substitution effect for local workers.
Specifically, empirical findings establish an em-
ployment substitution effect limited to low-skilled
local workers, while inter-regional migration
supplements employment in sectors demand-
ing medium-skilled and highly skilled labor.

3 Fiscal Code of the Russian Federation of 31.07.1998
No. 145-Federal Law (adjusted in 14.04.2023). http://www.
consultant.ru/document/cons_doc_LAW_19702/ (In Russian;
accessed: 27.06.2023)
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Van Truong (2020) emphasizes the lesser appeal
of lower-paid jobs to local workers, consequent-
ly leading to increased regional employment
through migrant engagement in such positions.
Intriguingly, a complementary employment effect
surfaces in medium and higher-paid roles owing
to economies of scale, skill complementarity, and
the spill-over impact of consumption and human
capital (Wu et al., 2020; Howard, 2020).

Furthermore, a scrutiny of the US labor market
corroborates that inter-regional migration bears
a favorable short-term impact on employment
(Howard, 2020). However, there is evidence that
these positive short-term effects often culminate in
adverse long-term trends, necessitating robust and
high-quality public management practices (Ab-
durakhmanova & Abdurakhmanov, 2019).

In the context of Russia, inter-regional migra-
tion exhibits an imbalance, with western regions
drawing more migrants while eastern territories
face human resource shortages. Consequently, the
impact of inter-regional migration on employ-
ment in Russia becomes an empirical enigma, as
it could either raise or lower employment rates.
Hence, our objective is to assess the influence of
inter-regional migration on employment rates,
guided by the following hypothesis (H2):

Hypothesis 2:

Inter-regional migration exacerbates employ-
ment rates disparities among Russian regions.

Furthermore, Hypothesis 2 proposes that
inter-regional migration enhances employment
rates, incorporating both the initial employment
rates and spatial aspects.

Method and Data

We are going to test our assumptions by us-
ing a panel dataset encompassing annual observa-
tions from 2000 to 2021 across 83 Russian regions.
The dependent variable under scrutiny is the em-
ployment rate, sourced from the Federal Statistics
Service, calculated as the ratio of the employed
individuals in a region to its total population.

Our principal research variable revolves
around social spending per capita, serving as an
indicator of the government’s efforts to boost em-
ployment and inter-regional migration. As con-
trol variables, we use GRP per capita (in constant
2007 prices), inflation, the Central Bank key rate
(Beetsma & Giuliodori, 2011; Carlino & Inman,
2016; Kato & Miyamoto, 2013), and regional dum-
mies. A comprehensive description of these vari-
ables and their data sources are presented in Table 1.
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of populations of specific age)

Table 1
Variables
Variable Description Unit Source
Dependent variable
Employment Employment rate (number of employed to total number % | Government Statistics

Service

Independent variables

Social spending Per capita government expenditures on social policy rub | Accounts Chamber of the
Russian Federation

Migration Coeflicient of inter-regional migration (inter-regional migra- % | Government Statistics

tion growth to yearly average number of employment ratio) Service
Regional dummy Dummy variable indicating the spacing of the region - | Constructed by the authors
(1 — western Russia; 0 — eastern Russia)

GRP per capita Gross regional product per capita (constant prices 2007) rub | Calculated by the authors
using the data of the Feder-
al Statistics Service

Inflation Inflation % | Calculated by the authors
by using the data of the
Federal Statistics Service

Rate Annual average key rate % | Calculated by the authors

by using the data of the
Central Bank

Source: developed by the authors using the data retrieved from EMISS (https://www.fedstat.ru), the Federal State Statistics Service

(https://gks.ru), and the Central Bank of Russia (https://cbr.ru).
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Table 2
CD-test result
Variable CD-test p-value average mean p mean
Employment 155.408 0.000 20.98 0.58 0.60
Social spending 258.773 0.000 20.76 0.97 0.97
Migration 49.851 0.000 21.00 0.19 0.43
GRP per capita 240.871 0.000 19.69 0.93 0.93
Inflation 227.454 0.000 20.00 0.87 0.90
Rate 254.277 0.000 19.00 1.00 1.00
Source: authors’ calculations
Table 3
Slope homogeneity test result
Delta p-value
13.571 0.000
adjusted 17.928 0.000

Source: authors’ calculations

At the preliminary stage, we conduct a series
of tests on our dataset. Firstly, the outcomes of the
cross-sectional dependency test (Pesaran, 2004,
2013), as displayed in Table 2, reveal a pronounced
issue of cross-sectional dependency, given the con-
siderable correlation among regional panels. To
tackle this cross-sectional dependency concern,
we augment our model specifications with spatial
fixed-effects. These fixed-effects are computed as
the average values for Russia in a particular year for
each spatial-varying independent variable.

According to the results of the slope hetero-
scedasticity test (Pesaran & Yamagata, 2008) pre-

R-ECONOMY 4

sented in Table 3, the high heterogeneity bias is
found in the model specification.

To address the existing heterogeneity, we em-
ploy simultaneous quantile regression with boot-
strapped standard errors. This quantile-based ap-
proach allows us to estimate the effects of various
determinants on different employment quantiles,
effectively accounting for the pronounced hetero-
scedasticity within the regional dataset (Koenker,
1978). The econometric model (Equation 1) is
employed to gauge the influence of government
expenditures on social policy and inter-regional
migration on employment.
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Qemproyment; (T1Xie) = alt) + py; (t)SocialSpending;, + Bo;(t)Migration;, + B3;(t)RegionalDummy; + (1)
+ By (T)GRPpc;. + Be;(t)Inflation, + B¢ (T)Rate, + B, ()T — vars, + &;

where i = 1,...83 indicates the number of regions; t =
1,...21, the time periods; ngpgpymgml-r, quantiles of
the dependentvariable; 7, the specific quantile (q10-q90);
a is an intercept, 5;(T) are slope coefficients for each
variable at specific T —quantile; Migration;, indicates
the inter-regional migration ratio; SocialSpending;, is
per capita social public spending; GRPpc;, is per capita
GRP in constant prices; Inflation; is the inflation
rate; Rate, is the yearly average key rate of the Central
Bank; T — vars, is the vector of cross-correlation effects
(estimated for each indicator as the mean value for
Russia during a specific period).

Results and Discussion

Table 4 shows the results of our analysis using
simultaneous quantile regression with bootstrapped
standard errors. The upper quantiles represent re-
gions with higher employment rates, while the low-
er quantiles include areas facing greater employ-
ment challenges. In the lower quantiles (Q10-Q30),
the impact of migration is not significant, but it
becomes negative and significant in the medium
(Q40-Q60) and upper (Q70-Q90) quantiles.

Regions with higher employment rates tend
to attract more migrants, which increases the ra-
tio of arrivals to departures. However, this doesn’t
necessarily lead to more job opportunities for new-

comers. Instead, it often results in a larger popula-
tion and labor force, which can actually decrease
employment rates. This negative impact of migra-
tion indirectly suggests that local residents and mi-
grants don’t replace each other in the job market.

Interestingly, we find that public spending on
social policies stimulates employment in regions
within the upper quantiles (Q50-Q90), which
means that federal policies can help boost region-
al employment. These regions also tend to have
higher economic development and employment
rates. For example, the 90% quantile includes
resource-rich areas like Kamchatka region, the
Khanty-Mansyisk, Nenets and Yamalo-Nenets
autonomous regions, as well as bustling econom-
ic hubs like Moscow region and the federal cities
of Moscow and St. Petersburg. These regions offer
better job prospects and higher wages, motivating
residents to seek employment.

Moreover, in resource-rich areas such as
Tyumen region, specialized educational and
training programs are provided to prepare high-
ly skilled workers for industries like resource
extraction. Additionally, government spending
on social policies includes support for maternity
leave with job retention, which helps maintain
employment rates.

Table 4
Estimation results for simultaneous quantile regression analysis
Variable Q10 Q20 Q30 Q40 Q50 Q60 Q70 Q80 Q90
Migration 1.175 -1.054 -0.793 -1.0427%% | -1.2284%* | -1.560*** | -1.652*** | -2.332*** | -2.677***
(1.480) (0.972) (0.597) (0.478) (0.362) (0.324) (0.377) (0.574) (0.547)
Social spending -4.491°%* | -1.656* -0.0643 0.610 1.004** | 1.340%** | 1.739*** | 2.010*** | 1.818**
(1.391) (0.869) (0.653) (0.498) (0.451) (0.510) (0.511) (0.554) (0.717)
Regional dummy -0.179 | 0.925%%* | 1.580%** | 1.816*** | 2217 | 25144 | 24727 | 2.857%%* | 3.102***
(0.558) | (0.342) | (0.266) | (0.250) | (0.204) | (0.227) | (0.245) | (0.264) | (0.287)
GRP per capita 7.139°% | 5.427°% | 4.605°°* | 4.256%°* | 4.069% | 4.027°% | 3.954%%¢ | 3.808*** | 4.388***
(0.693) | (0.529) | (0.373) | (0.302) | (0.329) | (0.424) | (0.426) | (0.465) | (0.495)
Inflation -0.0102 | -0.00817 | -0.00942 | -0.0448 | 0.000309 | -0.0169 0.0359 0.0269 0.0357
(0.0974) | (0.0612) | (0.0418) | (0.0459) | (0.0435) | (0.0446) | (0.0348) | (0.0347) | (0.0357)
Rate 0.0905 0.0513 0.0237 0.0348 0.0454 0.0242 0.0627 0.0245 -0.0140
(0.161) | (0.0908) | (0.0757) | (0.0657) | (0.0596) | (0.0573) | (0.0550) | (0.0580) | (0.0592)
Constant -8.687 -35.66 -34.00 -42.23* | -54.83** | -48.48** | -57.82°* | -45.85* -20.15
(60.60) (28.55) (22.11) (21.67) (23.80) (24.29) (20.63) (24.64) (29.49)
Common correla-
tion effects yes yes yes yes yes yes yes yes yes
Obs. 1555 1555 1555 1555 1555 1555 1555 1555 1555

Note: standard errors in parenthesis; level of significance: *** - p-val<1%, ** - p-val <5%, * - p-val<10%. Common correlation
effects are included into the model specification to eliminate the CD-bias.

Source: authors’ calculations
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Contrarily, slope coefficients for social spend-
ing exhibit insignificance within the medium
quantiles (Q30-Q40), while manifesting negative
significance within the lower quantiles (Q10-Q20).
These outcomes validate the inefficacy of social
policy in incentivizing employment rates in re-
gions facing more pronounced employment chal-
lenges. Our findings align with Fialova & Mysikova
(2009), as government spending on social policy,
encompassing benefits, subsidies, pensions, schol-
arships, and similar provisions, can potentially
discourage economic agents from entering the
labor market (van der Ploeg, 2006). For instance,
increased scholarships may diminish students’
motivation to seek employment until graduation.
Furthermore, Hagedorn et al. (2015) contend that
unemployment benefits can prolong joblessness
and inadvertently hinder employment growth, as
benefit recipients tend to rely on financial support
throughout their unemployment period.

The impact of GRP per capita, on the other
hand, exhibits consistent positivity and significance
across all quantiles. Elevated economic develop-
ment evidently contributes to employment among
Russian regions, with the most pronounced slope
coeflicients observed at the 10% and 20% quantiles.
Notably, economic development emerges as the
predominant catalyst for stimulating employment
in regions struggling with lower employment rates.
Consequently, we recommend that effective govern-
ment policy should involve the stimulation of busi-
ness activity and regional economic development to
foster labor demand and regional employment—a
proposition supported by Saviotti & Pyka (2004)
and corroborated by subsequent findings for Taiwan
(Chen, 2014) and Algeria (Bouazza, 2015). Inflation
and the key rate, as per the regression results, exhibit
no significant impact on employment rates.

Continuing our exploration of the factors’ im-
pact on employment in Russian regions, we com-
puted the contribution effects of the variables of
interest. To this end, we calculated the difference
between the mean value of each variable in 2021

and its corresponding mean value in 2000, based
on descriptive statistics for the lowest (Q10), me-
dium (Q50), and highest (Q90) quantiles (Table 5).
The derivation of contribution effects involves the
multiplication of the slope coefficients (Table 4) by
the change in the independent variable relative to
the change in the dependent variable (Equation 2).

AX

Contribution ef fect = f;(1) # i

(2)

where §5;(7) indicates the slope coefficient for in-
dependent variable at specific quantile; AX, the
change in the independent variable (2021 com-
pared to 2000); and AY, the change in the depen-
dent variable (2021 compared to 2000).

The contribution effects reveal that at the
lowest quantile, social policy has a negative im-
pact on employment, decreasing it by 6.4%. On
the other hand, economic development, repre-
sented by real GRP per capita, contributes to a
2.6% change in the dependent variable. Migra-
tion does not show significance in the econo-
metric model. However, across all quantiles, we
observe a negative shift, indicating a decrease in
inter-regional migration during the given peri-
od. At the medium quantile, all indicators list-
ed exhibit positive contribution effects. Public
spending on social policy, inter-regional migra-
tion, and GDP per capita contribute, on average,
0.9%, 0.4%, and 1% respectively to the employ-
ment level. Interestingly, public spending on so-
cial policy demonstrates the highest contribu-
tion effect (1.4%) at the highest quantile, while
inter-regional migration negatively affects em-
ployment rates by 0.4%.

Our analysis also confirms that spatial location
impacts employment rates. Over the past three de-
cades, eastern regions of Russia have experienced a
population outflow towards western regions. Our
study highlights significantly higher employment
rates in western regions compared to their eastern
counterparts at all quantiles Q20-Q90.

Table 5
Contribution effects
Change (2021 compared to 2000) Contribution
Quantile pl10 p50 P90 p10 p50 p90
Employment 3.00 4.40 5.10 - - -
Social spending 4.28 3.97 3.85 -6.4 0.9 1.4
Migration -1.36 -17.13 -10.53 -1.2 0.4 -0.4
GRP per capita 1.08 1.09 1.30 2.6 1.0 1.1

Source: authors’ calculations
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Ivanovo region,
Smolensk region,
Primorsky region

Lipetsk region,
Sverdlovsk region,
Vladimir region

region,

Samara region,
Sakhalin region,
Tatarstan Republic,
Udmurtia Republic

Table 6
Estimation results for simultaneous quantile regression analysis

Q10 Q20 Q30 Q40 Q50
Adygea Republic, Altai Republic, Jewish Autonomous | Krasnodar region, Kursk region,
Chechen Republic, Altai region, Region, Bashkiria Republic, Novosibirsk region,
Dagestan Republic, Buryatia Republic, Rostov region, Saratov region, Volgo- | Orenburg region,
Ingushetia Republic, | Kurgan region, Ryazan region, grad region, Omsk region,
Tyva Republic North Ossetia, Tambov region Voronezh region Perm region,

Trans-Baikal region

Q60 Q70 Q80 Q90
Arkhangelsk region, | Kaliningrad region, Leningrad region, | Kamchatka region,
Chuvash Republic, Khabarovsk region, Nizhny Novgorod | Khanty-Mansi Autonomous Region,

Moscow,

Moscow region,

Murmansk region,

Nenets Autonomous Region,
St. Petersburg,

277

Tyumen region,
Yamalo-Nenets Autonomous Region

Source: authors’ calculations

Furthermore, considering regions with similar
employment levels and GRP per capita, included
in the same quantile, the disparity between western
and eastern regions widens as the quantile increases.

Table 6 presents the regional distribution among
quantiles. The upper quantiles (Q70-Q90) encom-
pass regions with the highest employment rates from
2000 to 2021. Employment rates in these regions ex-
ceed 68% at the 90% quantile. Notably, the Chukotka
Autonomous Region often boasts employment per-
centages surpassing 80% in most years.

Medium quantiles (Q40-Q60) encompass
regions with employment rates spanning from
59.5% to 64.4%. Conversely, the lower quantiles
(Q10-Q30) encompass regions facing significant
employment challenges. Notably, the employment
rates in the Chechen and Ingushetia republics fell
below 20% throughout the given period.

Conclusion

In this study, we sought to estimate the influence
of government spending on social policy and inter-re-
gional migration on employment rates across Russian
regions, unraveling key relationships between these
indicators. Our findings show the marked heteroge-
neity in employment rates among regions, prompt-
ing the adoption of simultaneous quantile regression
with bootstrapped standard errors to alleviate any
bias stemming from this variability.

Empirical evidence validates our primary
hypothesis, affirming the positive contribution
of public expenditures on social policy towards
bolstering employment. However, our secondary
hypothesis is rejected as we found a significant
adverse effect of inter-regional migration in re-
gions characterized by moderate to relatively high

R-ECONOMY 4

employment rates. Although regions grappling
with pronounced employment challenges seem
minimally impacted by inter-regional migration,
the coefficient retains a negative sign.

Our study highlights the efficacy of govern-
ment social spending in augmenting employment
rates. Yet, our empirical study reveals that such
spending exhibits counterproductivity in regions
dealing with lower employment rates. Drawing
from our estimation outcomes, we offer pertinent
policy implications. Primarily, we recommend
that government regional policies should focus
on creating conducive conditions in regions with
lower employment rates, especially in the eastern
territories, to mitigate migration outflows and
foster inter-regional equilibrium.

Furthermore, our study underscores the need
for diversification in social policy, recognizing an
incentive effect in regions characterized by high-
er employment rates. However, we have shown
that government spending on social policy ham-
pers employment growth in regions with lower
employment levels. For these regions, the most
important requirement is to boost economic de-
velopment by increasing production and business
activity. Such measures not only attract labor but
also ameliorate employment prospects, aligning
with initiatives like the “National Economy” na-
tional project and tailored place-based policies.

Our current findings may be used for future
investigations into employment dynamics among
Russian regions. Potential avenues for research in-
clude looking into the impact of international mi-
gration and the assessment of labor competition’s
influence on employment through the analysis of
both internal and external migration patterns.
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