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Demographics

Demographic factors are among the main indicators of poverty [17]. Statistics show that when rating poverty by age groups, 36.2% of women between 31-54 years of age and 22.2% of women in the oldest age group (55 years and older) live below the poverty line. For men, the corresponding figures are 28.9% and 18.0%. In fact, it is possible to say that there has been a feminization of poverty [21, 23]. Thus families headed by women and elderly women living alone make up the population group with the highest risk for poverty. One of the reasons for this is inadequate pension payments, which amount to only 2/3 of a pensioner’s minimum cost of living and which, as a rule, are less than those for men in the oldest age group. Other reasons include the reduction in social benefits, which results, in particular, in an increase in expenses for medical services.

Available literature does not give statistics on the prevalence of poverty among the various age groups for the elderly. A. L. Aleksandrova and coauthors [2] identify pensioners in the oldest age groups who live on their own and who are completely self-reliant as being at the greatest risk for poverty.
Social Factors

Among the various negative consequences of the transitional period in the RF, attention should be given to social exclusion—a feeling of isolation and withdrawal from life—which has overwhelmed a part of society [17]. Various aspects of the social status of the elderly—their financial condition, pension coverage, the ability to work, and aspects connected with the availability of medical services—are presented below.

A. Financial Status

According to both the “State Report on the Condition of Elderly Citizens in the RF” and the experts [7, 13], indicators of the standard of living among pensioners include the following factors:
· The minimum cost of living 

· The average and minimum pension
· The pension’s purchasing power

The authors of the report note that since the Goskomstat [the State Statistical Agency] list of over 480 types of goods and services that comprise the necessities of the “entire population” does not reflect reality and potential for pensioners, the All Russian Center for the Standard of Living of the Population at the Ministry of Labor and Social Development (the former name of  the Ministry—author’s note) is implementing the calculation of the standard of living for pensioners on the basis of the pensioner’s minimum cost of living (COL). In accordance with the Federal Law “On the Minimum Cost of Living in the Russian Federation” (of 01/01/1998), the minimum cost of living is the estimated value of a basket of consumer goods that includes the minimum amount of food and other goods and services necessary for ensuring a person’s health and survival as well all obligatory payments and fees. Throughout the RF, the basket of consumer goods is established by the Federal Law “On the Basket of Consumer Goods Throughout the Russian Federation.” In the territorial subjects of the RF, it is established by the territorial legislative (representative) bodies. The minimum COL is determined quarterly and is established throughout Russia by the RF Government and in the regionally, by the territorial executive bodies [49].

The experts’ opinions are divided: according to N. M. Pavlova [18], the concept of poverty is connected to the minimum cost of living, calculated for the various categories of the population; according to F. N. Zavyalov [22], the “minimum COL” indicator, with which they operate in the social security agencies and in statistics, typically does not coincide with the level of poverty.

As the aforementioned report attests, calculations of the minimum COL are based on the “Guidelines for Determining the Basket of Consumer Goods for the Main Socio-Demographic Population Groups Throughout Russia and in the Subjects of the RF” (No. 192 of 02/17/1999, including provision No. 232 of the RF Government of 03/16/2000, “On Implementing Changes and Additions to the Guidelines for Determining the Basket of Consumer Goods for the Main Socio-Demographic Population Groups Throughout Russia and in the Subjects of the RF,” as well as “Methods for Calculating the Minimum Cost of Living Throughout Russia” (No. 36/34 of  04/28/2000). According to N. N. Simonova [24], the minimum COL of retired pensioners between 1995-1997 was 70.5% relative to the entire national population and 62.7% relative to the working-age population. The minimum COL for pensioners in the first quarter of 2003 was 1554 rubles (2228 rubles for the working population). However, the nominal size of the average pension was set at 1489 rubles [www.yabloko.ru/publ/2003].

After the adoption of the Law on Government Pensions, the minimum COL was linked to the minimum pension size and later to the average pension size. Though the correlation between them is very inconsistent and prone to fluctuations depending on the economic situation, the authors of the Government Report attach “special significance to the correlation between the size of the average fixed monthly pension and the pensioner’s minimum COL for describing the standard of living for pensioners” (author’s emphasis). 

Reporting that, in the authors’ opinion, a pension’s purchasing power (PP) is one of the most important measures of a pensioner’s standard of living, the writers of the report cite data on the reduction between 1994-2000 in the number of baskets of consumer goods that pensioners could purchase from 1.29 to 0.76 for average pensions and from 0.67 to 0.47 for minimum pensions. Avoiding the term “poor,” the report nevertheless determined that the standard of living for pensioners remains extremely low, for all practical purposes barely exceeding the level for human survival.

The conclusion of the report confirms that, according to the survey data, the number of pensioners living below the poverty line rose from 10.9% in 1995 to 21.8% in 1998 [14]. Social workers in the city of Dubna reported in 1997 that 29.6% of pensioners had incomes below the minimum cost of living (preliminary report of the study group). In 1999, survey results showed that almost 80% of pensioners considered their families to be among the poor and needy. [39]. In Kuzbass [Kuznetsk Basin], 95% of pensioners are considered among the needy. The minimum pension amounts to 50% of the cost of living, and almost 40% (36.5%) receive such pensions, the majority (72%) being the elderly and old women [6]. Survey results carried out in the same region show that among the elderly, 26.9% are “very poor” and 4.8% are “extremely poor” [30].

E. I. Ivanova [12] produced data from a study of rural pensioners which revealed that 
all those surveyed received pensions, approximately 20% worked and received salaries, approximately 13% had income from home gardens, and only 9.6% received regular financial assistance from relatives. The authors of another survey [3] showed that 32% of pensioners experienced significant material hardship and were unable to “make ends meet.” The authors 
of the Social Information Agency’s publication also showed some indicators of the financial condition of pensioners [11].

Studying poverty level patterns in pensioner’s families, N. M. Pavlova [18] points to the importance of including the internationally-recognized indicator of the correlation between the size of the average pension and the average salary level in the comparative rating of the material status of pensioners. The author’s data attests to the decline in this correlation from 36% to 26% in the period from 1993 to 1997 for pensioners in Saint Petersburg. However, the optimal value of this indicator is considered to be 40%.

There are problems with defining poverty indicators on a regional level. For example, 
in the Yaroslavl oblast, sample budget studies were carried out in only 5 of 19 municipalities 
and did not deal with underdeveloped areas, where there was a lack of basic information 
for calculating poverty levels. Thus the administration had no data on poverty levels, inflation, 
or the average cost of living for the population and, therefore, was unable to regulate these 
factors [9]. In UN studies, an integrated approach is used, based on a combination of three 
concepts of poverty: absolute, relative, and subjective. Countries with policies to lower poverty 
use common principles to establish the minimum cost of living as defined by ILO [International Labor Organization] Conventions No. 117 (Article 5.2) and No. 82 (Article 9.2): “in ascertaining 
the minimum standards of living, account shall be taken of such essential family needs 
of the workers as food and its nutritive value, housing, clothing, medical care and education” [29, 4].

B. Pension Coverage


Pension coverage is central to the social security system for the RF population, and it influences the lives of a significant part of the non-working segment of the national population, primarily senior citizens. For more than 20% of the national population of pensioners, pension payments are the main, often the only, means of support. The elderly who took part in a survey on the major measures for change in the social policy toward senior citizens rated an increase in pension size as the most important issue [30]. Their [current] size is such that only an extremely small fraction of pensioners can be considered not poor. The income level of the elderly puts most of them below the poverty line (almost 10% had pensions of approximately 1000 rubles during that period). [27, 15].


The International Labor Office considers social insurance and social assistance part of the social security system [7, 19]. Analyzing problems of social insurance in developed countries has allowed researchers [5] to identify three types of government programs which include social safeguards in case of the loss of the ability to work or other hardships in life. They define social insurance as the total legal, economic, and organizational measures to compensate for and minimize specific types of social risks: illness, disability, old age, pregnancy and maternity, death, and unemployment. The main principals of social insurance include the following: 

· Solidarity
· Self-help
· Trilateral participation
· Accessibility●
· Guaranteed level of material security

Social assistance includes benefits to families with children, supplementary pension payments, veterans’ pensions, and free medical assistance, food, and lodging for the needy [28]. Retirement benefits are basically long-term social contracts between the economically active population and those who, due to advanced age, are not able to work but who in the past had materially (through insurance contributions) supported the elderly. The social security system resolves three major problems: 

(
Protection from poverty due to old age
(
Provision for guaranteed income after retirement
(
Protection of this income from subsequent reduction in the real standard of living due to inflation

In the last decade, there has been a serious crisis in the national pension system, the 
reasons and course of which have been analyzed by a series of studies [25, 8]. Four types of 
reasons for the crisis stand out: financial-economic—the rise in overdue salary payments 
by businesses, the use of payment in kind, etc.; legal and institutional—in part, the prevalence 
of early retirement; demographic—the intense aging of the population; economic—the reduction 
in the work force. The 1992 price liberalization lead to a substantial reduction in a 
pension's purchasing power—a bilateral devaluation of the real pension, which continued for the 
next five years. From 1993 until the end of 1998, thanks to indexing, the average pension 
steadily surpassed the average accrued salary. The year 1995 was critical for pension coverage—a sharp deterioration of the macroeconomic situation and the rise of inflation lead to a significant devaluation of a pension’s real purchasing power. At the same time, the average pension sank below the minimum cost of living for a pensioner. The minimum pension in 1995 equaled 48% of the minimum cost of living. According to the experts’ data [22], the coefficient of concordance between 
the average pension and the minimum cost of living between 1994-1998 constantly decreased, with 
a national average reduction from 117 to 80 and varying significantly by regions: the lowest indicators were in the North, East-Siberian, and Far-Eastern regions. An integral result of the crisis with government pension coverage has been the decline in a pensioner’s average life span: in Russia, the life expectancy of a 60-year-old man declined from 14.8 years in 1990 to 13.2 years in 1995 
and for a 55-year-old woman, from 23.7 years to 22.5 years. Studies emphasize that the most important social function of the government in the area of pension coverage is the prevention 
or reduction of poverty among pensioners.

The crisis in the pension system has become chronic, forcing scientists and politicians to begin developing ways to reform the system. According to RF President V. V. Putin, the essence of reform lies in creating a correlation between the pension level, on the one hand, and the salary and pension contribution level of every citizen, on the other hand [www.seprava.ru/news/2004/news, 03/13/2004]. The problems involved in reforming the pension system are discussed in a series of articles [26, 8, 13].

Radical reform began in 2001. Prior to that time, the pension system was distributive—that is, the contributions collected in a given year went into pension payments, and pensions were paid out from the workers' contributions. Since 2002, when a gradual transition to a combined system (distributive and funded) began, pension payments have been divided into three parts: basic, insured, and funded. The basic pension during that time was 450 rubles. Since 2004 it has been 621 rubles, and it is increased if the pensioner has dependents, turns 80 years old, or becomes disabled in the first degree. The insured pension's size depends on income level and seniority. The funded pension is the total accumulated pension contributions and income from investments.

Legislation on this system includes the following:
· The law “On Workers’ Pensions in the Russian Federation” (FL [Federal Law] No. 173 of 12/17/2001)
· The law “On Compulsory Pension Insurance in the RF” (FL No. 167 of 12/15/2001)
· The law “On Individual (Personal) Accounts in the Compulsory Pension Insurance System” (FL No. 27 of 04/01/1996)
· The law “On Investing in the Funded Part of Workers’ Pensions in the RF” (FL No. 111 of 07/24/2002)
· The law “On Non-governmental Pension Funds” (FL No. 75 of 05/07/1998).

The funded part of pensions accumulates in the Pension Fund of Russia (PFR). The Fund puts the funds into government-run or non-governmental companies. They, in turn, invest the pension funds in various types of assets: securities, stocks in Russian companies, foreign securities, deposits in rubles, and cash assets in rubles and foreign currency in credit institution accounts. Since 2004, non-governmental pension funds (NGPF) have been added to the system. According to the Social Information Agency, in February 2004 there were 284 such funds operating in Russia with more than 5 million depositors [www.seprava.ru/news/2004/news].

The media (“New Reports”) [www.seprava.ru/news/2003/news] has reported on the government’s acknowledgement of problems in the reform process. As the Minister of Economic Development and Trade, G. Gref, announced, there is a “pension system surplus… [but] after 2012 the country will have a huge problem with paying even these meager pensions, because the ratio of the employable and the retired is changing.” According to the report, in 2003 there was one pensioner for every two workers, but in a few years, the ratio will be 1:1.

Independent analysis of pension changes is given in Pension Reform in Russia [10] and in the articles “Pension Legislation” from the bulletin of non-governmental organizations The Law Making Process in the State Duma (in particular, see issue No. 36 of 02/07/2002), “For the Remaining Years,” and “Pending Pension Reform Through the Eyes of the Ordinary Pensioner” from the Syktyvkar legal advocacy movement for pensioners and the disabled “For Social Justice” [www.seprava.ru/cgi-bin/articles of 02/18/2003].

O. V. Sinyavskaya [26] identifies the following problems in bringing about reform: measures that make the pension system financially unstable have been included in the formula for calculating the insured part of the pension; secondly, there is the need to adjust the rates of a uniform social tax to take into account the future demographic situation and the presumed life expectancy of pensioners; and finally, there is the unresolved task of raising the actual retirement age. Z. K. Kochubei [15] believes that the pension system violates the rights of women, since it intends to include a total of [only] three years for child care in the pension work records of women who are mothers. Considering this and the fact that women, as a rule, have lower salaries and retire earlier than men, most women’s pensions will be around half the size of a man’s. In 2001 the experts identified problems with indexing and recalculating pensions, which, in their opinions, were connected with “massive 
human rights violations of pensioners.” In June 2003 more than 115 deputies of the State Duma sent 
an inquiry to the Constitutional Court of the Russian Federation questioning the constitutionality 
of the new employment pension accounting system [www.seprava.ru/cgi-bin/articles, 02/17/2003; www.mail.ru/cgi-bin/readmsg]. 


In March 2003 “Russian News” (No. 11 of  03/27/2003) reported that the experts from the World Bank had made public their report on “Pension Reform in Russia: the Plan and the Implementation” [www.seprava.ru/cgi-bin/articles, 04/08/2003]. They identified the following shortcomings:
· The transition to a funded system is being made without an increase in the retirement age.
· The funded part of the pension, entrusted to the Pension Fund of the RF, is risky.
· The ability of the financial system to develop accumulated funds is doubtful.
· In the near future, pension size relative to wages will be reduced and the “accumulated” pension, due to the aging of the population, will be lower than it is now.
Researchers [17] have pointed out the ineffective mechanism of social transfers—the data from one study determined that among those receiving benefits, there were fewer of the poor, who had the right to receive benefits, than there were of the non-poor. When assessing the implementation of targeted assistance programs for the needy, the experts reported that in the 52 regions of the country where there was routine social assistance, 12 regions provided assistance if there were funds available and 9 regions were completely unable to provide assistance due to the lack of funds [1]. 


The UN Commission on Economic, Social, and Cultural Rights has noted in various documents “concern  about inadequate pension sizes and social benefits” and gives recommendations to the States Parties on pension coverage and other types of social assistance for the elderly [www.seprava.ru/cgi-bin/library, Note No. 6]. 
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