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Chapterr 3 

Thee duration of 
unemploymentt in Russia 

3.11 Introductio n 

Byy now, the use of reduced-form duration analysis to study unemployment 

durationss is widespread. Such analyses identify the statistical effect of ex-

planatoryy variables, such as personal characteristics, on the exit rate out 

off  unemployment. This in turn enables one to identify groups of individu-

alss with high expected durations. Devine and Kiefer (1991) provide a sur-

vey.. Virtually all of the empirical literature is based on data from OECD 

countries.. In the present study we investigate to what extent the tools of 

reduced-formm duration analysis can be fruitfull y applied to Russian data, by 

analysingg unemployment duration data from Russia. 

Unemploymentt officially became legal in Russia in 1991. Despite the 

formidablee economic problems in Russia in the 1990's, the official unem-

ploymentt rate has remained lower than that in most of Western Europe. 

Forr example, the level of registered unemployed in Russia was only 1.5% of 

thee labour force in 1993-94 (Standing (1996a)). Unfortunately, such regis-

teredd unemployment statistics are not very informative. Many jobless do not 

botherr to register and as such choose not to search for jobs by way of the 

statee employment agency. In addition to the dejure jobless, there are per-

hapss 10-15 times as many individuals who are formally employed but who 

doo not have gainful employment and do not report for duty.1 Others work 

11 Estimate of the World Bank advisory to the Russian Ministry of Labour, March 1998. 
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regularlyy but do not receive remuneration on a regular basis. The determina-

tionn of the labour force status of individuals is compounded by the perverse 

effectt of policy incentives on firms. These incentives encouraged firms to 

keepp "ghost" employees at extremely low wages or to send employees off on 

unpaidd leave (see Section 2). Finally, many individuals do not desire a for-

mall  job because they are engaged in under-the-table entrepreneurial work 

orr other activities in the informal sector of the economy. 

Thee definitions of unemployment as designed by the International Labour 

Organisationn (ILO) were deliberately intended to be universally applicable, 

i.e.. not only in OECD countries but also in developing countries outside 

thee OECD (see ILO (1982) and Rao and Mehran (1985)). The most com-

monlyy used ILO definition states that an individual is unemployed if he or 

shee reports to be without employment, to be seeking employment, and to 

bee currently available for employment (see ILO (1982)). However, it is clear 

thatt a mechanical application of this definition to Russian labour market 

participantss at best only captures part of the unemployment problem. For 

example,, it excludes individuals who are formally employed but do not earn 

aa wage from this, whereas it may include individuals who earn a substantial 

amountt of income in the informal sector. 

Wee deal with this by performing empirical analyses with different defini-

tionss of what constitutes a spell of unemployment. In particular, we consider 

spellss of "no work", "no pay", and "no job", as well as spells of unemploy-

mentt as defined by the ILO, and we estimate duration models for each of 

these.. If a certain explanatory variable (personal characteristic or labour 

markett feature) has a similar effect on the lengths of all of these spell types, 

thenn this identifies an important indicator of the expected duration until 

regularr employment. In such a case, policies addressed at the reduction of 

thee duration until work may focus on the corresponding types of individu-

als.. Since the explanatory variables we use are readily observed, it should 

nott be difficult for government-related institutions to identify these types 

either.. All of this should enhance the understanding of the unemployment 

andd underemployment problems of Russia. 

Thee data we use are from the Russian Longitudinal Monitoring Sur-

veyy (RLMS). To construct spell durations, we use self-reported information 

onn events between the previous interview and the current interview, for a 

numberr of consecutive interviews. Unfortunately, this information does not 
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alwayss enable a precise reconstruction of (the dates of) all transitions. Again, 

too deal with this, we perform empirical analyses using different rules to deal 

withh imprecise information. It turns out that the results of interest are not 

sensitivee to this. 

Thee chapter is organised as follows. Section 3.2 discusses the institutional 

context.. Section 3.3 introduces the RLMS data and discusses unemployment 

definitions.. We explain why we consider four different types of unemployed 

andd underemployed workers. In section 3.4 we briefly discuss specifications 

off  the reduced-form duration model. Section 3.5 is devoted to the results. 

Conclusionss are drawn in section 3.6. 

3.22 Some institutiona l aspects 

Inn this section we discuss some institutional aspects of the Russian labour 

markett in the 1990's. We mainly focus on issues that are of particular im-

portancee for the present study, as there are many existing studies in which 

thee general institutional context of unemployment in Russia is outlined (see 

e.g.. Desai and Idson (1998), Earle and Sabirianova (1998), Lehmann et al. 

(1999),, Lippoldt (1997), Roxburgh and Shapiro (1996), and, in particular, 

Standingg (1996a)). From 1988 onwards, the economy of the USSR was in 

dramaticc recession (see for example Ellman and Kontorovich (1992)), and 

thee Soviet regime recognised that unemployment was inevitable. The 1991 

"Employmentt Act" in the USSR led to the development of a Federal Employ-

mentt Service (FES). By the end of 1994 there were 2300 labour exchanges in 

Russiaa (Standing (1996a)). Firms are obliged to register all vacancies with 

thee FES, and to make use of the FES in recruitment. In practice, they sel-

domm do. In the 1991 Russian Labour Flexibility Survey (RLFS), 2/3 of firms 

usee advertisementss to recruit workers, and only 14% rely directly on the FES 

forr the filling  of their vacancies. According to Standing (1996) and the 1994 

RLFS,, only 2/3 of firms register their vacancies with the FES in 1994, and 

thiss is less than in 1991. Few of the workless register as unemployed. Stand-

ingg (1996) explains several reasons for this. Despite their rapid emergence, 

FESS offices are still few and far between. Many firms fail to inform dismissed 

workerss of the need to register, because that way they can avoid severance 

pay.. Also, there is a low probability of getting a job via the FES. In section 

33 we provide some empirical evidence for the latter. 
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Registrationn is necessary to receive unemployment benefits. However, 

theree are strict criteria for receiving any benefits, and any benefits received 

aree very low (Standing (1996) estimates them at about 10% of the funds 

necessaryy for survival, in 1996). Moreover, there is a substantial arrear in 

thee payment of unemployment benefits. For example, in March, 1998, the 

averagee arrear is nine months,2 although it is not so high in 1994-1996. 

Sincee the beginning of the transition in Russia, various forms of "Excess 

Profitt Taxes" have existed. The excess profit tax is calculated as a portion 

off  the average wage bill of the firm. For example, the 1994 form of this tax 

statess that if the wage bill divided by the number of employees exceeds more 

thann four times the statutory minimum wage, the firm would be subject to 

aa 35% tax. This encourages firms to keep employees on at extremely low 

wages,, or to send them on long unpaid leave. Roxburgh and Shapiro (1996) 

providee evidence for this. Lowering real wages (i.e., raising nominal wages 

withh less than inflation) also encourages individuals to leave voluntarily, in 

whichh case firms do not have to pay severance payments. 

3.33 The data 

3.3.11 Wor k history informatio n in the RLM S 

Inn this investigation we use the second RLMS panel, which is also used in 

Chapterr 2. For an introduction to the RLMS survey, the reader is referred 

too section 2.2.1. 

Recalll  that the first RLMS panel covers the years 1992 to 1994, and the 

secondsecond panel covers the years 1994 to 1996. Interviews are carried out in the 

fourthh quarter of each year. Thus, the individuals in the sample of the second 

panell  are contacted for interviews in 1994.IV, 1995.IV and 1996.IV. We 

restrictt attention to individuals between age 19 and the normal retirement 

agee (55 for women and 60 for men). This results in 3306 individuals, some 

off  whom experience no work interruptions before the 1996 round. 

Attritio nn from the panel is low. Between the 1994 and 1996 interview, 

2Thankss to the World Bank Advisory to the Ministry of Labour, Moscow, for this 

information.. The arrear is to some extent due to the fact that funds for benefit payment 

aree collected by levies on local employers. Thus, regions with high unemployment and low 

activityy have relatively littl e funds to be allocated amongst a relatively large number of 

individuals. . 
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4655 of the 3306 individuals are lost to attrition. We account for spell in-

terruptionn due to attrition by treating the corresponding durations as inde-

pendentlyy right-censored durations. This independence assumption is rather 

strong,, because individuals may have moved residence for the reason that 

theyy found a job in another city. In a study of unemployment durations in 

thee Netherlands, van den Berg, Lindeboom, and Ridder (1994) found that 

thee independence assumption was innocuous. However, it remains to be seen 

too what extent this carries over to Russia. 

Wee mostly restrict attention to spells with a starting date after the 1994 

interview.. This sampling scheme results in random samples of the inflow 

intoo the corresponding state, and as such it precludes the initial conditions 

problemss that have to be addressed if one would include all spells that cover 

thee date of the first interview (see Lancaster, 1990). Note that as a result, 

wee have detailed information on the individual's economic activities at the 

datee of the latest interview prior to the spell. An unemployed (to be defined 

below)) individual is asked to state the elapsed time since he entered this 

state,, as well as whether he registers at the employment office and receives 

benefits,, and his current job search strategies. There is also information 

onn the duration (both elapsed and completed) of unpaid leave spells or 

thee elapsed duration of non-payment by the employer. The construction 

off  spell durations from answers to RLMS questions is described in detail 

inn subsection 3.3.4 below. Those who are working are asked to state their 

jobb tenure. Wages are corrected with the CPI for the month prior to the 

interview. . 

3.3.22 Definition and observation of ILO-unemployment 

Ass noted above, registration at a FES office is not a reliable indicator of 

whetherr one is unemployed in any sense. Table 3.1 indicates the low and de-

cliningg registration at the FES amongst the RLMS 1994-1996 respondents. 

Itt also shows that females are far more likely to be registered than males, 

andd that individuals who are registered have a relatively low likelihood of 

benefitss entitlement. As noted in section 2, unemployment benefits generally 

doo not provide a large incentive to register. Note however that women both 

havee a higher registration rate and a higher rate of benefits entitlement. 

Tablee 3.2 shows that the FES does not constitute the dominant channel by 

wayy of which unemployed (to be defined below) respondents search for jobs. 
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Thee matching of firms and workers also often occurs by way of friends and 

directt applications to enterprises. 

Tablee 3.1: Percentages of non-workers registered with the state employment 

agencyy (FES), and receiving benefit 

(M=male,, F=female) 

registeredd non-worker 

registered/receivingg benefit 

1994 4 

MM F 

6.77 11 

54.11 64.5 

1995 5 

MM F 

5.55 13 

499 60 

1996 6 

MM F 

6.55 8.3 

60.44 65.8 

Source:: authors' calculations using RLMS 1994-1996 data. 

Unfortunately,, the data do not allow us to distinguish between unem-

ploymentt spells of individuals who are registered and receive benefits and 

spellss of individuals who are not registered or do not receive benefits. This 

iss because information on registration and benefits is absent for spells in 

betweenn two consecutive interview dates. 

Tablee 3.2: Job search strategies of the unemployed. Proportions using each 

methodd in month prior to RLMS interview 

Searchh Strategy 

appliedd to state agency y 
appliedd to private agency 

friends s 

relatives s 

att enterprise 

advertising g 

1994 4 

.42 2 

.13 3 

.56 6 

.26 6 

.47 7 

.26 6 

1995 5 

.46 6 

.12 2 

.55 5 

.26 6 

.42 2 

.30 0 

1996 6 

.48 8 

.11 1 

.69 9 

.43 3 

.50 0 

.37 7 

Source:: authors' calculations using RLMS 1994-1996 data. 

Noww let us turn to the ILO unemployment definitions. As noted in the 

introduction,, the three criteria of the ILO's standard definition are that an 

individuall  is without work, currently available for work, and seeking work 

att the time of interview. The application of this definition results in the 

firstt type of unemployment we consider. We refer to this type as "ILO-

unemployment""  or simply "unemployment". 

Thee first question of the interview, "Tell me please, do you work now?", 
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cann be answered with "yes", "maternity leave or leave for caring for a child 

underr three", "other paid leave", "unpaid leave" or "no". This is the question 

wee use to determine if an individual is without work. In order to separate the 

individualss without work who would like a job from those without work who 

aree non-participants, we use responses to the question "Did you go anywhere 

orr see anyone looking for a job in the past 30 days?". The respondents who 

reportt "yes" to this also report "yes" to the question "Would you like to 

findfind a job?". Together, these constitute the ILO-unemployed at the date of 

thee interview. 

Tabless 3.3 and 3.4 provide summary statistics of the answers to the 

above-mentionedd questions and some explanatory variables, for all three 

interviews.. There is a larger fraction of working males than working females, 

althoughh the gap declines to only 6.4% during the sample period. The female 

joblesss are less likely than the males to have searched in the month prior 

too the interview, although there is no gender difference in the proportion of 

worklesss who report that they would like a job. 

Thee proportion of non-workers who are uninterested in obtaining jobs 

remainss at about 25% over the course of the panel. The distribution of 

individualss amongst various labour market states is relatively stable in the 

samplee period. 

Att each interview, respondents were actually asked three times about 

theirr employment status, in questions placed at the start, middle and end 

off  the interview. In the middle of the interview, individuals were asked if 

theyy "currently work", with the possible answer being yes or no. Individuals 

whoo report to be without work at the first question answer "no" to the 

secondd question. At the end of the interview, individuals were asked to label 

onee "main time occupation at present" from a choice of fourteen.3 However, 

itt is not unlikely that respondents prefer to call themselves "housewife", 

"retired",, or "disabled" when in fact they are willin g to take a job, because 

3Onee of the following responses (besides non-response) was possible: High school or 

vocationall  school student; university or technical school student; unable to work for health 

reasons,, disabled; retired and not working; on maternity leave; on official leave for taking 

caree of children under age three and not interrupting employment; a housewife, caring for 

otherr family members, raising children; temporarily not employed for other reasons and 

lookingg for a job; temporarily not employed for other reasons and don't want to work; 

farmer;; entrepreneur; working at an enterprise, organisation, collective farm, state farm 

orr cooperative; working at other than an enterprise, organisation, collective farm, state 

farm,, or cooperative; other (specify). 
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Tablee 3.3: Individual characteristics and unemployment in the RLMS 

unemployedd as percentage 

sex x 

females s 

males s 

agee group 

agee 19-20 

agee 21-29 

agee 30-39 

agee 40-49 

agee 50-59 

educationn level 
university/institute e 

technical/Medical l 

vocational// sec. 

factoryy school 

professionall  courses 

primary y 

overall l 

off  individuals in 

1994 4 

6 6 

7 7 

12 2 

10 0 

6 6 

7 7 

3 3 

5 5 

6 6 

9 9 

6 6 

5 5 

7 7 

6.5 5 

1995 5 

6 6 

7 7 

12 2 

10 0 

6 6 

4 4 

5 5 

4 4 

6 6 

8 8 

6 6 

7 7 

7 7 

6.6 6 

group p 

1996 6 

7 7 

9 9 

15 5 

13 3 

7 7 

6 6 

6 6 

5 5 

7 7 

10 0 

7 7 

7 7 

8 8 

8.0 0 

Source:: authors' calculations using RLMS 1994-1996 data. 

Tablee 3.4: Percentages of different labour force categories who would be 

consideredd "ILO-unemployed" individuals under our definition 

self-definition n 

higherr education student 

disabled,, unable to work 

retired,, not working 

maternityy leave 

onn leave for caring for small children 

housewife e 

temporarilyy not working, looking 

temporarilyy not working, don't want to 

work k 

1994 4 

21 1 

16 6 

11 1 

.6 6 

.33 3 

15 5 

56 6 

5 5 

1995 5 

17 7 

16 6 

12 2 

--
--
16 6 

60 0 

7 7 

1996 6 

23 3 

10 0 

13 3 

--
--
19 9 

57 7 

9 9 

Source:: authors' calculations using RLMS 1994-1996 data. Note: age groups are 19-55 for females, 
19-600 for males. 
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off  possible stigma effects of being unemployed in Russia. Such stigma effects 

couldd be particularly large in a country where unemployment was unheard 

off  before 1991. Table 3.4 illustrates just how important the difference is 

betweenn individuals who consider themselves unemployed according to this 

questionn at the end of the interview, and those who would be considered 

unemployedd according to our ILO-style definition above. 

Thee ILO-style definition allows for the inclusion of students, housewives, 

andd other non-working groups, provided they meet the corresponding cri-

teria.. Note that many females who are unemployed according to the ILO-

stylee definition report at the end of the interview that they are housewives. 

Foleyy (1997) in an earlier study of Russian unemployment, uses the indi-

vidual'ss self-classification at the end of the interview to determine who was 

unemployedd in the 1992-1994 rounds of the RLMS. According to Foley's 

definition,, only those who describe themselves as "not working, looking" are 

consideredd unemployed. In fact, as Table 3.5 shows, many such people did 

nott search for a job in the month prior to the RLMS interview. 

Tablee 3.5: Stock of working-agee individuals in various states at date of RLMS 

interview,, 1994-1996 

labourr market status 

(M=males,, F=females) 

currentlyy working 

maternityy leave/caring leave, child<3 

paidd leave 
unpaidd leave 

nott working 
proportionn of not working who would like a job 

proportionn of searchers amongst those wanting work 

no.. of obs. 

1994 4 

MM F 

799 68 

63 3 

1.11 .7 

.66 .8 

19.66 24.3 

74.99 74.9 

53.11 44.6 

27588 2760 

1995 5 

M M 

78.1 1 

--
.8 8 

.35 5 

20.8 8 

70.6 6 
56.2 2 

2605 5 

F F 

68 8 

6.3 3 

.8 8 

.9 9 

24 4 

72.9 9 

47.0 0 

2594 4 

1996 6 

M M 

75.7 7 

--
1.0 0 

.6 6 

22.8 8 

75.9 9 

55.2 2 

2692 2 

F F 

69.3 3 

5.1 1 

.5 5 

.6 6 

24.5 5 

75.9 9 

46.4 4 

2552 2 

Source:: authors' calculations using RLMS 1994-1996 data. Note: age groups are 19-55 for females, 
19-600 for males. 

Keepingg this in mind, it may still be of interest to compare unemploy-

mentt in the 1994-1996 rounds of the RLMS to Foley (1997) results for the 

1992-19944 rounds of the survey. He observes that unemployment is very high 

amongstt under-21s, and relatively high amongst the 21-29 age group. Gen-

derr differences in unemployment do not seem important, although women 

havee longer expected unemployment durations. While unemployment among 

thee higher educated is lower, they have higher than average durations. Our 
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dataa concurs with this in finding relatively high unemployment amongst 

thee young, and lower-than-average unemployment amongst the most highly 

educatedd (see Table 3.5). Due to differences in the observability of individ-

uall  transitions and the construction of spell durations between interviews, 

ourr results concerning (expected) durations are not directly comparable. We 

returnn to this below. 

Inn the remainder of this study, we do not use the information from the 

questionn at the end of the interview. 

3.3.33 Defini t io n and observation of other  unemployment types 

Thee IL O (1982) also states that: "In situations where the conventional means 

off  seeking work are of limited relevance, where the labour market is largely 

unorganisedd or of limited scope, where labour absorption is inadequate, or 

wheree the labour force is largely self-employed, the standard definition of 

unemployedd may be applied by relaxing the criteria of seeking work." (Rao 

andd Mehran, 1985). Obviously, the Russian labour market meets the premise 

off  this statement. We adopt three different approaches, taking into account 

(i)(i)  important features of the Russian labour market, and (ii)  what can be 

observedd from the RLMS data. 

Firstt of all, we extend ILO-unemployment by including discouraged 

workers.. These are individuals who have become discouraged after non-

successfull  search, but who are still ready and available for work. They are 

assumedd to answer "no" to the question "Did you go anywhere or see anyone 

lookingg for a job in the past 30 days?" but "yes" to the question "Would 

youu like to find a job?". The importance of including discouraged workers in 

thee analysis is evident from the fact that 85% of non-workers who did not 

searchh in the month before the 1995 interview report that they want a job. In 

thee 1996 interview, the proportion was 83%. Together, the ILO-unemployed 

andd these discouraged workers constitute the "No Job" type of unemployed, 

whichh is our second type of unemployment. 

Thee ILO (1982) guidelines state that unemployment in general should 

nott include individuals who are temporarily absent from their jobs, with the 

exceptionn of laid-off workers without certain recall to their positions. Ac-

cordingg to their 1954 definition of unemployment, however, individuals who 

aree temporarily laid-off without pay may be considered to be unemployed. 

Givenn that it is widely believed that unpaid leave has been applied as a 
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substitutee for unemployment in Russia (see for example Standing (1996)), 

wee attempt to account for this by developing a third definition of unemploy-

ment:: "No Work", which merges "No Job" with "unpaid leave". 

Thee RLMS asks individuals whether they are on unpaid or partially-paid 

leave.. Spells of unpaid leave are determined by responses to the question 

"Howw many calendar days, without a break, did this leave last or has it 

lasted?".. There is no similar question on partially-paid leave, so we cannot 

determinee durations of partially-paid leave, and for that reason we do not 

includee individuals on partially-paid leave in the "No Work" definition.4 

Thee RLMS questionnaire does not distinguish between short-term un-

paidd leave and unpaid leave with an undetermined length. Even if it is known 

whetherr a completed spell of unpaid leave results in a separation, return to 

thee old job, or transition to a new job, we have no information about how 

individualss viewed their lay-offs during the unpaid leave spell. In the current 

economicc situation, many workers who are told that they can return at a 

specifiedd date most likely do not expect this to occur. Given the impossibil-

ityy of distinguishing between the "temporarily" and "permanently" laid- off, 

wee treat all unpaid leave spells alike. 

Finally,, we briefly discuss a fourth type of unemployment or underem-

ployment.. The ILO (1982) unemployment definition was designed to com-

plementt the definition of employment. According to the employment crite-

ria,, being "at work" explicitly involves remuneration in cash or kind during 

thee reference period.5 Thus, individuals who work but have not received 

wagess during the reference period do not strictly comply with either the 

4I tt should be noted that partially-paid leave is more prevalent amongst respondents 

inn the RLMS surveys than unpaid leave. At the time of the 1995 survey, 0.7% of workers 

aree on unpaid leave, while 1% are on partially-paid leave. Many of those on partially-paid 

leavee are owed substantial sums of money from their enterprise. This suggests that many 

actuallyy have not been receiving payment during leave. As an example, in the Kamaz 

truckk factory in Naberszheny Chelny, workers officially earn 2/3 of their salary when on 

leave.. However, this salary exists on paper only. Instead of receiving payment, part of the 

debtt to workers is paid as coupons for the company store. This store stocks littl e more 

thann bread rolls, milk, and sour cream, at prices three times that of the local market. 

Accordingg to ILO (1982), employed persons are those "above a specified age" who, 

duringg the reference period are either: (i) At work, performed some work for wage or salary 

duringg the reference period, (ii)  Generally work, but were ill or injured; on holiday; on 

strike;; on training, maternity, or parental leave; ( in) Persons who performed some work 

forr profit or family gain (in cash or goods) during the reference period (if ) Working with 

ann enterprise but temporarily not at work during reference period for a specific reason. 
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ILO-employmentt or the basic ILO-unemployment criteria. To some extent, 

havingg a wage arrear indicates hidden unemployment. For this reason, we 

definee a fourth type of unemployment by including (into "No Work" unem-

ployment)) workers who are formally at work but have a wage arrear. We 

referr to this as "No Pay" unemployment. 

Lehmannn et al. (1999) use the RLMS and a supplement to the March 

19966 Russian Labour Force Survey to analyse wage arrears and other aspects 

off  job insecurity in Russia. They find large regional and sectoral variation 

inn the extent of wage arrears . In the 1994 1996 period, arrears are more 

prevalentt than forced leave and short-time work. Wage arrears affect 43% 

off  the employed in the 1994 RLMS round, and 62% of the employed in the 

19966 round. Using RLMS data matched with information on employers,Earle 

andd Sabirianova (1998) find substantial intra-firm variation in wage arrears. 

Theree seems to be a large range of discretionary practices in the payment 

off  owed salaries. Earle and Sabirianova (1998) find that having a wage ar-

rearr reduces the probability of a job-changing transition, and increases the 

probabilityy of transitions into self-employment and non-employment. 

Itt should be noted from the outset that an empirical duration analysis of 

thiss fourth type of unemployment or underemployment is rather speculative. 

Thiss is, first of all, because it is difficult to assess whether a worker really has 

nott had any kind of payment, in money or in kind. Secondly, the duration of 

aa spell of having a wage arrear is difficult to determine. The question "How 

manyy months has this money not been paid to you?" is used to determine 

thee elapsed duration at the interview date, but there is strong evidence that 

thiss question is interpreted otherwise, namely as the cumulative number of 

unpaidd monthly wages independent of the timing of the non-payment (see 

Earlee and Sabirianova (1998)). For these reasons we do not go into great 

detaill  when discussing the results for this fourth type of unemployment. 

Wee finish this subsection by briefly discussing some issues related to the 

informall  sector of the Russian economy. According to a strict interpretation 

off  the ILO definition of unemployment, individuals who engage in informal 

activitiess for remuneration should not be considered unemployed. In Russia, 

thiss would likely be a very large portion of those "without a job", because of 

thee effective absence of unemployment benefits. However, we do not exclude 

individualss on the basis of informal sector activity, for two reasons. Firstly, 

thee likely underreporting of the activity makes the relevant variables in the 
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RLMSS unreliable. Secondly, and perhaps more importantly, it is impossible 

too know whether these activities are a choice in the face of formal sector 

opportunities,, or simply short-term survival measures taken by those who 

wouldd strongly prefer a formal workplace. A desire for enterprise attachment 

mightt be particularly strong amongst Russian workers, who have spent most 

off  their working lives attached to all-providing enterprises. In the 1994 sam-

ple,, 14% of non-working individuals of working age reported engaging in 

individuall  economic activity in the month prior to the RLMS interview. 

Wee realise that our groupings of unemployed and underemployed are not 

exhaustive.. Other types of underemployment are suggested by administratively-

reducedd work hours and consistently low remuneration, as well as by the 

forcedd unpaid leave and non-payment considered here. However, these is-

suess cannot be addressed in the framework of a duration analysis based on 

householdd survey data. 

3.3.44 Observation of spell lengths 

Inn the previous section we determined whether a respondent is in a certain 

unemploymentt spell at the moment of an interview. In this section, we de-

terminee the length of this spell. Recall that we only use spells that start after 

thee 1994 round and before the 1996 round of the RLMS survey. The recovery 

off  spells and their lengths is complicated by the fact the RLMS does not 

systematicallyy inquire about all individual labour market transitions that 

weree made in the year since the previous interview {and does not even ask 

aboutt the total number of weeks worked in that year). If this information 

wouldd have been available, then we could construct an uninterrupted labour 

markett history consisting of transitions between states and the lengths of 

thee spells in between two consecutive transitions. Instead, we have to rely 

onn information concerning the elapsed time spent in the state that is oc-

cupiedd at the date of the interview, and we only know about at most one 

eventt occurring between interviews. The information is often not sufficient 

too determine the exact date of the relevant transition. 

Supposee an individual is unemployed (of a certain type) at the second 

interview.. In principle, we know the elapsed duration of this spell of un-

employment.. We have to determine the remaining duration by using the 

informationn on the elapsed time spent in the state occupied at the date of 

thee third interview. If the individual is still unemployed at the third inter-
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vieww then the spell duration is right-censored. Suppose that the individual 

iss employed at the date of the next interview. Then we know that the spell 

off  unemployment ends somewhere between the date of the second interview 

andd the date at which the individual starts to work in the job he has at 

thee third interview. This is a situation in which we have an "unobserved 

period". . 

Noww suppose an individual is employed at two consecutive interviews. 

Spellss of non-work that start and end between these interviews can be re-

coveredd to some extent by examining whether the length of the time period 

betweenn the interview dates exceeds the reported elapsed job duration at 

thee latest interview. In that case it is assumed that a work interruption took 

place,, and that the individual spent at least some time in unemployment. 

Givenn that the non-work spell ends in employment, it is not unreasonable 

too assume that job search has occurred. Again, there is an "unobserved pe-

riod""  , and it is impossible to determine exactly how much of it is actually 

spentt not working.6 

Theree is a substantial empirical literature in which imperfect retrospec-

tivee observation of past events is taken into account when estimating un-

employmentt duration models and more general models. Most of this liter-

aturee focuses on the imperfect observation at survey interviews of individ-

uall  labour market transitions that occurred close to the previous interview. 

Thiss includes imperfect observation of the transitions themselves as well as 

theirr timing. For examples, see van den Berg (1990a),van den Berg (1990b), 

Magnacc and Robin (1994), Magnac et al. (1995), Magnac and Visser (1995), 

andd van den Berg and van der Klaauw (1998). The data used in these stud-

iess are typically from yearly survey interviews, and the mean unemployment 

durationn varies from half a year to one year, which is similar to our context. 

Thee studies lead to the conclusion that, in general, the estimated effects of 

thee explanatory variables on the exit rate out of unemployment are not heav-

ilyy biased if one uses simple and reasonable rules of thumb to approximate 

thee values of the imperfectly observed variables. However, the estimated 

durationn dependence of the exit rate (i.e., the way in which the exit rate 

6Notee that we cannot observe spells of wage arrears that start and end between two 

consecutivee interviews. The corresponding sample is therefore not a genuine inflow sample. 

Thiss is an additional reason for why the results on the duration of "No Pay" unemployment 

shouldd be viewed with caution, especially the results on the average level of the exit rate 

andd the way it varies over the elapsed duration of the wage arrear. 
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changess as a function of the elapsed duration) may be biased under certain 

ruless of thumb, like a rule which states that there cannot be many unob-

servedd transitions within a very short time interval, or a rule which states 

thatt unobserved periods are spent in unemployment. 

Inn the present study, we follow this literature by applying some rules 

off  thumb, and by performing extensive sensitivity analyses to validate the 

empiricall  results. In particular, we estimate several different specifications 

too assess the sensitivity to assumptions about what individuals did during 

unobservedd periods. These include: (i) zero time spent in unemployment, 

(it)(it)  x% of the time is spent in unemployment, for different values of a: € 

(0,100),, (Hi) all time spent in unemployment, and (iv) randomisation across 

individualss of the percentage of time that is spent in unemployment. Under 

specificationss (ii)  and (iv), we assume that the time interval consists of two 

consecutivee parts: the period spent in unemployment and the period spent in 

employment.. The rules of thumb that underlie these specifications are more 

reasonablee than the rule which simply excludes all spells between interviews, 

becausee in the latter case short spells are underrepresented in the sample. 

Itt is possible that several short unobserved spells occur during unobserved 

periods,, but following the literature we abstract from this possibility. 

Whenn we estimate models for ILO-type unemployment then we ignore 

thee possibility of transitions to and from being a discouraged worker. We 

assumee that spells that start and end between two consecutive interviews are 

spellss of ILO-type unemployment. The "No Job" type of unemployment of 

coursee merges the ILO-type unemployment with being a discouraged worker, 

soo the results for this group (as well as the "No Work" and "No Pay" group) 

doo not depend on these assumptions.7 

Ass we will see in Section 5, the results regarding the effects of explana-

toryy variables (like personal characteristics) are robust with respect to the 

assumptionss concerning unobserved periods, for each unemployment type. 

Thee results for duration dependence are more sensitive. This is in agreement 

too the above literature. Because of the lack of robustness of the duration de-

7Thee 1992-1994 RLMS data used by Foley (1997) do not contain information on elapsed 
jobb durations of employed respondents. This makes it basically impossible to observe spells 
betweenn interviews at all. Concerning the spells that are observed because they include an 
intervieww date, Foley (1997) assumes that when (in subsequent rounds) they are observed 
too have ended, then they actually ended exactly midway between their minimum and 
maximumm possible durations. 
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pendencee estimates, we do not focus on them in great detail. 

Itt is possible that unemployed respondents report an elapsed duration 

whichh is inconsistent with the response on the labour market state or elapsed 

durationn at the previous interview. Amongst the ILO-unemployed at the 

19955 (1996) interview, only 6 out of 64 (8 out of 86) display such inconsis-

tencies.. Most of these inconsistencies concern differences in elapsed duration 

thatt are less than one month in magnitude, and as such the observations 

weree retained. 

Itt is possible for individuals to have more than one spell in the data. 

Whenn this occurs, we randomly choose one of the spells. Amongst the ILO-

typee unemployed as well as amongst the "No Job" unemployed, there are 

722 individuals with multiple spells. In the "No Work" group, which includes 

thosee on unpaid leave, there are an additional 8 multiple spells. The results 

onn ILO-type unemployment are based on 516 uncensored spells plus 130 

right-censoredd spells. For the "No Job" and "No Work" types, these numbers 

aree 550 + 206 and 745 + 240, respectively. Many individuals have multiple 

spellss of wage arrears or both a wage arrear spell and another unemployment-

typee spell. We construct the sample of "No Pay" spells by randomly selecting 

onee spell for such individuals. This implies that this sample does not contain 

thee other samples as subsets. The "No Pay" sample contains 864 uncensored 

spellss plus 237 right-censored spells. 

3.44 Reduced-form duration models 

Considerr a spell of a certain type of unemployment. The duration of the spell 

iss stochastic and is denoted by T, and realisations of T are denoted by t. The 

cumulativee distribution function of T is denoted by F, so F(t) — Pr(T < t), 

withh F(0) = 0. The survivor function of T is defined as one minus the 

distributionn function and is denoted by F, so 

F(t)F(t) = l-F(t) 

Forr convenience, we take T to be a continuous random variable, and 

wee denote a probability density function of T by ƒ. The exit rate out of 

unemploymentt X(t) is the rate at which the spell is completed at t given 

thatt it has not been completed before, 
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nt)-nmnt)-nmPt,:re[tPt,:re[t--tt + dt)rr-t)-m 
dtiodtio dt 1 - F(t) 

Ass a function of t, this is the hazard function of the distribution of T. 

Itt is said to be duration dependent if its value changes over t. Positive 

(negative)) duration dependence means that X(t) increases (decreases)with 

t.t. The hazard function provides a full characterization of the distribution of 

T,, just like the distribution function, the survivor function, and the density 

function.. All of these can be expressed in terms of one another. Notably, 

F(t) F(t) ==  l - e x p ( - / 00(u)duj , t>0 (3.1) 

Durationn analysis is concerned with the estimation of the hazard func-

tionn from duration data. Reduced-form duration models specify the hazard 

ass a simple function of explanatory variables x and the elapsed duration t 

itself.. For detailed overviews of reduced-form duration analysis, see Kiefer 

(1988),, Lancaster (1990), and van den Berg (1999). The proportional haz-

ardd model, which was also used in Chapter 2, constitutes by far the most 

commonn reduced-form duration model framework. It specifies the hazard as 

aa multiplicative function of t and x, 

e{t\x)=exp{x,0)ee{t\x)=exp{x,0)eoo(t) (t) 

where,, of course, /? are our parameters of interest. It is important to allow 

thee exit rate out of unemployment to vary over the elapsed duration, in order 

too capture that the individual's environment and behaviour may change over 

timee (van den Berg (1990a) ). In this study we take the duration dependence 

functionn 9o{t) to have a piecewise constant specification, which is the most 

flexibleflexible specification used to date, 

0oWW = exp J2 M-(*) j 

wheree j is a subscript for time intervals and Ij(t) are time-varying dummy 

variabless that are equal to 1 in consecutive time intervals. Note that with 
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ann increasing number of time intervals any duration dependence pattern 

cann be approximated arbitrarily closely. By now it is well known that many 

alternativee durat ion dependence specifications with only one or two param-

eterss (like a Weibull specification) are overly restrictive (see e.g. Lancaster, 

1990).. In the applications we assume that, during the first year, the exit 

ratess are constant within each quarter, while thereafter they are constant 

(soo j G {1,2, . ., 5}) . The likelihood contribution of an observation of T\x is 

straightforwardlyy derived from the above equations. 

Inn section 3.5 we also estimate a model that takes account of unobserved 

heterogeneity,, which means that some of the x variables are allowed to be 

unobserved.. If such unobserved determinants are present in reality then it 

iss important to take account of them, because otherwise the estimates are 

inconsistent.. This is particularly true for the estimates of the durat ion de-

pendencee 8o(t). The covariate effects 0 of the observed x variables are typi-

callyy all biased as well, but often the signs of the elements of j3 are correctly 

estimatedd (see the previously-mentioned l i terature). To deal with this, one 

mayy est imate a model that allows for unobserved determinants as a random 

multiplicativee effect v in the hazard, so 6(t\x,v) = ey.p(x'/3)6o(t)v, with x 

noww fully observed. The distribution of T\x (and the likelihood contribution) 

iss then obtained by integration over v. 

Wee take the unobserved heterogeneity distr ibution to be discrete with 

twoo unrestricted mass-point locations va and vi,, so Pr(u = va) = 1 — Pr(u = 

Vb).Vb). This is often regarded to be a sufficiently flexible specification (van den 

Bergg (1999)). This treatment of unobserved heterogeneity in the data was 

alsoo used in Chapter 2. 

3.55 Estimation results 

Thee results regarding the effects of explanatory variables (like personal char-

acteristics)) were found to be robust with respect to the way we deal with 

thee imperfect observability of spell lengths and transit ions, for each unem-

ploymentt type.8 In what follows, we focus on results in which the work-

unemploymentt division of unobserved periods is 10/90 (so 90% is unem-

ployment).. This division rule gives mean durat ions that are closest to those 

reportedd by Goskomstat (1996) for the unemployment durations that start 

8Thee full set of results of the sensitivity analyses is available upon request. 
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afterr 1994, for the different age and gender groups. 

Tablee 3.6 provides the parameter estimates, and Table 3.7 reports the 

implicationss of these for the covariate effects on the mean duration. Due to 

thee piecewise constant hazard assumption, the mean duration is straightfor-

wardlyy calculated from the duration distribution. The sign of the covariate 

effectt on the mean duration is necessarily always opposite to the sign of the 

effectt on the individual exit rate (van den Berg (1999)). 

Tablee 3.6: Piece-wise constant hazard specification of distribution of ob-

servedd durations 

IL OO No Job No Work No Pay 

female e 

married d 

higherr ed. 

Moscoww St.P. 

0 0 
.259" " 

.101 1 

.358" " 

.331" " 

referencee age group 

agee 19- 24 

agee 25- 29 

agee 40-retir. 

townn <2500 

-.055 5 

-.197 7 

-.394* * 

.071 1 

s.e. . 

(.14) ) 

(.13) ) 

) ) 

(15) ) 
30-39 9 

(.14) ) 

(.20) ) 
**  (-20) 

(.14) ) 

piece-wisee constant hazards, 

1-33 (Vi) 
3-66 fa) 
6-99 (tfs) 
9-122 (il> 4) 

>122 (0B) 

.0360 0 

.0611 1 

.151 1 

.319 9 

.0516 6 
unobservedd heterogenei ty 

V„,V„,  Vf, 

prob. . 

LL L 

no.. of obs. 

-2.5 5 

(0.13) ) 

.91 1 

-568 8 

646 6 

-5.3 3 
(0.41) ) 

.09 9 

0 0 
.285** * 

-.0347 7 

.422** * 

.340" " 

-.0274 4 

-.239 9 

- . 6 0 1" " 

.0136 6 
months s 

.0322 2 

.0559 9 

.1336 6 

.2400 0 

.0500 0 

-2.6 6 

(0.23) ) 

.95 5 

-852 2 

756 6 

s.e. . 

(.16) ) 

(.16) ) 

(.18) ) 

(.15) ) 

(.52) ) 

) ) 
(.20) ) 

(I D D 

-5.1 1 

(0.45) ) 

.05 5 

0 0 
.215" " 

- . 2 1 6" " 

.538** * 

.356" " 

-.164 4 

.00758 8 

- . 5 3 4" " 

- . 2 7 0" " 

.0983 3 

.0715 5 

.1430 0 

.2500 0 

.0979 9 

-3.0 0 

(0.13) ) 

.92 2 

-867 7 

985 5 

s.e. . 

(.12) ) 

( I D D 
(.17) ) 

(.15) ) 

(.12) ) 

(.17) ) 

(.18) ) 

(.12) ) 

-5.0 0 
(0.21) ) 

.08 8 

a a 
.195 5 

- . 2 2 6" " 

.426" " 

.228" " 

-.184* * 

-.0026 6 

-.412" " 

- . 2 3 8" " 

.1240 0 

.0809 9 

.1590 0 

.2791 1 

.129 9 

-2.3 3 

(0.11) ) 

.89 9 

-972 2 

1101 1 

s.e. . 

(.12) ) 

(-10) ) 

(15) ) 

(13) ) 

(.11) ) 

(.00) ) 

(.17) ) 

(.11) ) 

5.1 1 

(0.32) ) 

.11 1 

Source:: authors' calculations using RLMS 1994-1996 data. **  significant at 5% level,*  significant 
att 10% level. 

Femaless have significantly shorter unemployment durations than males. 

Recalll  from Subsection 3.2 that their unemployment rates do not differ much 

fromm the male rates during the sampling period. This suggests that their un-

employmentt incidence (i.e., the rate at which they become unemployed) is 

higherr than the incidence for males.9 Katz (1998) shows that, in the rounds 
9I nn equilibrium, the unemployment rate equals the product of the inflow rate and the 
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off  clerical and administrative staff reductions that initially accompanied the 

collapsee of the USSR, an estimated 70-80% of those laid off were women. 

Thee phrase "The female face of Russian unemployment" was widely used 

amongstt Russian social scientists. Our results suggest that this phrase needs 

somee qualification for the period since 1994, as female unemployment dura-

tionss are smaller than male durations. 

Inn a sensitivity analysis (not shown here), models with an interaction 

termm between gender and marital status were estimated. Of female respon-

dentss in the 1995 RLMS survey, 74% are married. It turns out that married 

femaless have longer durations than married males, whereas unmarried fe-

maless have shorter durations than unmarried males. Apparently, unmarried 

femaless search more intensively than married females, or they have lower 

reservationn wages, or being married counts against females in recruitment. 

Wee find that highly-educated workers who became unemployed after Oc-

toberr 1994 have shorter unemployment than their less educated compatriots. 

Usingg the 1992-1994 RLMS data, Foley (1997) finds relatively high dura-

tionss for those with completed higher education. While keeping in mind that 

thee duration variables and empirical methodology are different from ours, it 

seemss that the jobs situation appears to have changed over time in favour of 

betterr educated workers. The finding that individuals with higher education 

havee higher exit rates from unemployment concurs with evidence from other 

transitionn economies. Lubyova and van Ours (1997) find that Slovaks with 

higherr education or vocational training have relatively high rates of moving 

fromm unemployment to a job in 1995. Ham et al. (1998) find that, amongst 

menn in the Czech and Slovak republics, the older and less educated have 

significantlyy longer jobless spells. 

Individualss who live in Moscow and St. Petersburg have significantly 

higherr exit rates than individuals in other areas. This result is consistent with 

otherr labour market studies (see for example Earle and Sabirianova, 1998) 

whichh find that individuals in these areas are less likely to be in marginalised 

labourr market positions than in other areas of Russia. 

Wee find no significant age differences in the exit rate out of ILO-style 

unemployment.. Although we saw earlier (in Table 3.5) that the unemploy-

mentt rate among individuals under 29 is relatively high, their spells are not 

longerr than for other age groups. Such findings are common in the inter-

meann duration; see e.g. Layard et al. (1991) 
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nationall  literature on unemployment durations (see for example Leighton 

andd Gustafsson (1982)). This suggests that these young individuals have 

aa higher incidence (inflow) than the others. Specifications which include 

thee discouraged unemployed, those who experience unpaid leave, and those 

whoo experience wage arrears , suggest that workers aged above 40 find it 

significantlyy more difficult than younger workers to exit the corresponding 

marginalisedd labour market positions. 

Forr "No Work" and "No Pay" unemployment, we observe longer dura-

tionss amongst residents of small towns. This suggests that unpaid leave and 

non-paymentt spells are relatively lengthy in communities of less than 2500 

individuals,, and this concurs with Lehmann et al. (1999), who find large 

geographicall  variation in the extent of wage arrears . 

Onee of the most important empirical findings concerns the fact that 

thee covariate effects are qualitatively very similar across our four types of 

unemployment.. The sets of characteristics with the strongest (significant) 

effectss on the duration are remarkably similar, and the same is true for the 

signss of the effects. This enables the identification of groups of individuals 

withh problematic prospects who are in some sort of unemployment. Groups 

thatt have problematic prospects in one particular type of unemployment 

alsoo have problematic prospects in other types of unemployment. To put 

thiss differently, whether a group has problematic prospects does not depend 

onn the particular definition of unemployment used. 

Noww let us turn to the estimated mean durations. The mean durations in 

Russiaa appear to be short for the individuals who lost their jobs after Octo-

berr 1994. The predicted mean completed spell length amongst unemployed 

searcherss is 8.5 months. Two comments are in order. First, mean durations 

cann only be calculated under the assumption that the duration dependence 

off  the exit rate extrapolates to duration values outside the sample range. 

Inn our case, this amounts to assuming that there is no duration dependence 

afterr two years of unemployment duration. This assumption is by definition 

untestablee with our data. Secondly, our result should not be taken to mean 

thatt the average duration among the individuals who are unemployed at a 

givenn point of time (i.e., in the stock) is also so low. Both in our data and 

inn the Goskomstat (1996) data, the average elapsed duration in the stock 

iss much higher.10 In general, if a hazard function displays negative dura-

10Forr example, 52% of the jobless at the 1994 interview date were already unemployed 
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tionn dependence (even only at durations exceeding two years), then stock 

sampless may overrepresent high durations relative to inflow samples and 

thee population distribution (Lancaster (1990)). In addition, in our case, the 

stockk presumably contains many individuals who were hit disproportionally 

hardd by the economic transition in the early 1990's. The mean completed 

durationn of the individuals in the stock is even higher (Lancaster (1990)).u 

Tablee 3.7: Expected durations, piece-wise constant hazard specification of 

distributionn of observed durations 

expectedd duration in months 

percentagee change in expected 

female e 

married d 

completedd higher education 

Moscoww St. Petersburg 

referencee age group 30-39 
agee 19-24 

agee 25-29 

agee 40-retir. 

residentt of town of < 2500 

IL O O 

8.53 3 

duration s s 

-10.5 5 

-4.1 1 

-14.8 8 
-13.4 4 

2.3 3 
8.0 0 

15.9 9 

-2.9 9 

No o 
Job b 

9.06 6 

No o 

Work k 

7.38 8 

duee to change in 

-11.2 2 

1.35 5 

-16.6 6 

-13.4 4 

1.1 1 

9.1 1 

21.8 8 

-.53 3 

-12.0 0 

12.0 0 

-29.2 2 

-19.6 6 

9.15 5 
-.42 2 

29.0 0 

15.0 0 

No o 

Pay y 

6.68 8 

covariates s 

-12.1 1 
14.1 1 

-25.6 6 

-14.1 1 

11.5 5 

.09 9 

25.6 6 

14.8 8 

Source:: authors' calculations using RLMS 1994-1996 data. 

Thee estimated mean duration is somewhat smaller in "No Pay" unem-

ploymentt than in the other types of unemployment. This is due to the fact 

thatt the wage arrear spells are on average shorter than the other spell types. 

Thee mode of the distribution of wage arrears is at one month. This suggests 

thatt many transitions into and out of having a wage arrear may be unob-

servedd and unaccounted for in the analysis, which casts further doubt on 

thee analysis for the "No Pay'1 group. 

Wee now briefly discuss the estimation results for the duration depen-

dencee of the exit rates. The estimated exit rates are highest between 6 

forr more them a year. Note that we do not use these spells in our analysis. 
111 Only 27% of the individuals in the stock at the 1994 interview date complete their 

spelll  before the last interview of the panel. Note again that we do not use these spells in 

ourr analysis. 
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andd 12 months, and within this interval they are highest between 9 and 

122 months. These results are sensitive to the rules of thumb that we use 

too deal with the imperfect observability of spell lengths and transitions.12 

Thus,, the estimated duration dependence is to a certain extent spurious. 

Promm analyses with subsamples it appears that the duration dependence is 

thee same for individuals with different x, which confirms the proportional 

hazardd model specification. Note that as the probability of not leaving un-

employmentt before 10 months is about 15%, the assumptions concerning 

"unobservedd periods" that affect higher durations are not likely to affect 

thee estimated covariate effects much. To shed more light on this, we also 

performedd estimations on a modified data set in which a fraction of the in-

dividualss with 9 to 10 month durations is assumed to have a duration equal 

too the median duration of the completed spells which include an interview 

date.. The signs, orders of magnitude, and significance of the coefficients are 

veryy close to those reported here. 

Inn a working paper version (Grogan and van den Berg (1999)) we also re-

portt estimation results for models with more restrictive specifications for the 

durationn dependence function 4>{t), notably Weibull and log-logistic specifi-

cations.. Those results support the findings reported here. 

Furthermore,, alternative specifications which include in x a wider range 

off  regional dummies and/or the wage prior to the unemployment spell failed 

too increase the explanatory power of the model. This is in accordance to our 

estimationn results for the distribution of unobserved heterogeneity. The null 

hypothesiss of no unobserved heterogeneity cannot be rejected in any of the 

fourr groupings of marginalised workers. This concurs with Foley (1997), who 

findsfinds that unobserved heterogeneity is not of significant importance in the 

1992-19944 rounds of the RLMS. Recall that we do not use unemployment 

spellss that are ongoing at the date of the first interview. In Grogan and 

vann den Berg (1999) we also estimate models with an alternative sample 

12Iff  an individual reports at the three consecutive interviews that he works, has just 
becomee unemployed, and has just started in a new job, then the assigned unemployment 
durationn is about 10 months. If he reports at the interviews that he works, is unemployed 
forr a year, and is employed for a year, then the assigned duration is about 11 months. If 
wee use as an alternative rule of thumb that 50% of an unobserved period constitutes un-
employmentt then the assigned durations of such individuals (and individuals with similar 
responses)) are smaller, and the function \[){t)  does not peak at the 9-12 month inter-
val.. Note that individuals who report short elapsed job durations may in fact have made 
severall  transitions since the previous interview. 
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thatt only includes individuals who are unemployed at that date. As noted 

inn section 3.1, this requires certain assumptions to deal with the initial con-

ditionss problem, notably assumptions on the inflow rate into unemployment 

beforee the date of the first interview (see also Lancaster (1990)). It turns 

outt that the qualitative results on the effects of the explanatory variables 

aree in agreement to those reported here. 

3.66 Conclusions 

Inn this study we used longitudinal survey data to assess factors affecting the 

durationn of unemployment in Russia. We faced two formidable obstacles. 

First,, a mechanical application of the unemployment definitions that are 

usedd in studies with data from OECD countries at best only captures part 

off  the Russian unemployment problem. Secondly, the data do not always 

enablee a precise reconstruction of the lengths of the spells of unemployment 

andd underemployment. We examine four types of marginalised labour force 

participants,, according to ILO guidelines and survey responses, and we esti-

matee duration models for each type. In addition, for each type, we estimate 

modelss using different sets of rules to deal with imperfectly observed spells. 

Itt turns out that the duration effects of explanatory variables (like per-

sonall  characteristics) are qualitatively very similar across the different types 

off  unemployment. For our sample of individuals who lost their jobs between 

1994.IVV and 1996.IV, the sets of characteristics with strong duration ef-

fectss are remarkably similar. In addition, the results regarding the effects of 

thee explanatory variables are robust with respect to the way we deal with 

imperfectlyy observed spells, for each unemployment type, it is possible to 

identifyy groups of unemployed individuals who are likely to have problems 

re-enteringg employment. Groups that have a high expected duration until 

regularr employment in one particular type of unemployment also have high 

durationss in other types of unemployment. To put this differently, whether 

aa group has problematic prospects does not depend on the particular defi-

nitionn of unemployment used. 

Inn this study, it has been found that durations of unemployment which 

begann after 1996.IV in Russia were relatively short, and that the "average" 

unemployedd individual would not join the long-term unemployed. It is of 

interestt to consider these finding in the context of the international com-
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parisonn of long-term unemployment statistics discussed in Chapter 1 (See 

Tablee 1.3). Clearly, large portions of the unemployment pools of all Eastern 

Europeann countries had been unemployed for more than one year by the 

mid-1990's.. These results can be reconciled with the proposition that those 

whoo managed to weather the initial 1992 mass layoffs (and lost their jobs 

afterr 1994.IV) have relatively strong attachments to the labour market, or 

thee proposition that labour demand improved substantially after the initial 

shockk of liberalisation. The data used in this analysis does not allow these 

propositionss to be investigated. 

Analysiss of unemployment durations of individuals provides useful in-

formationn for the implementation of policies that are directed towards the 

reductionn of high durations until regular employment (like regular job search 

advice,, job application training, and other training programs), as such poli-

ciess may focus on these problematic groups of individuals. Employment 

agenciess may screen individuals and subsequently allocate those with un-

favourablee characteristics to certain training programs. Our results suggest 

thatt it could be particularly useful in this respect to focus on (unmarried) 

men,, individuals with low education, and individuals living outside of the 

largestt cities. 




