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Abstract
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Pensioners’ well-being depends on many factors. It can be provided with the state, family, and pensioners
themselves. It can be tangible and intangible. This research is limited with the following frames: only material
well-being, only governmental support, 8 federal districts of the Russian Federation, the exploration period is 6
years: 2006-2011. The evaluation of 6 activities by MinMax Method, including three cash ones and three "non-
cash" ones, allowed to prove empirically the hypothesis that social support of pensioners living in various federal
districts of the Russian Federation is significantly different. Leveling out of these differences should be a crucial
way to perfect/improve pensioners’ social support.

© 2016 Published by Future Academy www.FutureAcademy.org.uk

Keywords: Well-being, pensioners, social support, federal district, the Russian Federation, MinMax.

1. Introduction

Economists use the term "welfare" as a synonym for "well-being" or "social welfare" more often
than they used to do, i.e. the state of happiness and contentment including their living standard in the
material meaning. In this context "welfare" is closer to the country on the whole, and the "well-being"
— to a person. If we keep in mind the nineteenth and twentieth centuries, the main purpose of "well-
being" or "social welfare" of senior citizens was the decline of poverty and the reduction of
inequalities.

Many authors have been exploring issues of relative inequality, particularly happiness and well-

being. There are even some of them who write about the abuse and even the neglect of older people
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(Jamaluddina, 2015). Other ones connect well-being with the environment and, in particular, with the
clean air (Mabahwi, 2014). In Russia the regional differences in poverty and related social inequalities
have become the basis of community study conducted in March - April 2013
(http://www.isras.ru/analytical_report bednost i neravenstva.html). Crucial indicators of well-being
according to older people’s point of view are:

eenough material support,

* splendid health,

* personal potential of participation in society.

In the twenty-first century healthy lifestyle promotion, health system activity, improving ecological
situation, and many other factors both in the world and in Russia have led to the increase in the length
of life, as the result, the load on the pension system increased and social security became the largest
item of the state budget1.

Budget expenditures on social security of older people make up, on average, more than 50% (3.3%
of GDP), but it is different from one region to another; they equal to 11.1% - in Western Europe; 8.3%
- in Central and Eastern Europe; 6.6% - in North America; 4.6% - in Latin America; 2.0% - in the
Middle East, Asia and the Pacific (where the proportion of the elderly population is high); 1.3% - in
Africa (where the proportion of older people is low).

Most often "Pension and social" assistance are distinguished by:

* gender,

« the basis of residence (urban or rural),

+ the income level of a citizen (for example, in accordance with the law in Russia for accrued
pension is taken salary not exceeding 1.6 of the average salary)

* the income level of a country (high, medium or low GDP per capita)

» work in one or several organizations, etc.

In the federal state differences can also depend on the residence in the territory of the federal
district. In this context issues sound almost rhetorical: whether equal well-being of pensioners should
be provided with living in different areas of the federal state (a constituent entity, territorial districts,
etc.); whether the well-being of pensioners has only a public function or particular topics depend on
pensioners themselves; whether citizens of working age should take care of their well-being level as

well as life endures, for example worrying about the health and the future income; if they can do it?

2. The purpose of the work

We do not set the mission to determine what should be the degree of the state participation and
some citizen retirement age to ensure well-being. The purpose of the research is to prove the key
direction of improving the state social policy - the need for leveling the variation in levels of the state
social support based on the differences found in the level of state social support of senior Russian

citizens depending on the area of residence (a federal district).
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3. Methodology

Realizing that there are several sources of providing well-being pensioners: state, personal
contribution, family, welfare funds, church and etc., in this study we emphasize the only source - the
state; the case study is the Russian Federation.

Using the data from the Federal Statistics of the Russian  Federation
(http://www.fedstat.ru/indicator/data.do) for the period 2006-2011 (6 activity, including 3 - "money"
ones and 3 - conditionally "non-cash" ones), we characterize some aspects of material well-being of
pensioners in 8 federal districts2. We rank indicators to federal districts into the scale from 1 to 10
using Minimax - a method that allows translating statistical information into the coefficient and
comparing the activity with different units (people, rubles, etc.). Next, we summarize findings and
compare them with the waiting index of material well-being, as calculated by the method of Minimax.
This will allow finding out differences in the level of well-being retired federal districts, comparing
with its expectations of pensioners and it can serve as a basis to improve policy of the state support for
senior citizens - leveling the differences in this parameter, depending on the area of the pensioner’s

residence.

4. Discussion

Well-being of the people, but not just it is economic indicators GDP per capita, became the basis for
the measurement of human development. (www.oecdbetterlifeindex.org) It is measured, in particular,
by the expected lifespan, education, factor of personal safety and inequality, including "inequality of
incomes measured by its distribution per capita". Some experts (Hagemejer, 2005) also take into
account non-material parameters of well-being.

The older people’s right of social protection and adequate standard of living for the health support
and well-being including medical care and necessary social services are set forth by the main
international instruments:

1. Universal Declaration of Human Rights (1948).

2. International Covenant on Economic, Social and Cultural Rights (1967).

3. Standards of the International Labour Organisation (ILO) - advice to countries to drive the older
people's rights to social security from baseline levels to full realization: the Convention Ne 102 (1952);
Convention Ne 128; Recommendation Ne 131 (1967); Recommendation Ne 202 (2012).

These documents establish the guaranteed level of old-age pensions for retirement and their regular
indexation to maintain the purchasing power of pensioners. In particular, the Convention Ne102 (Art.
67 (a)) and Nel128 include the provision of guaranteed income for people who have reached retirement
age, through the income associated with contribution (the size of the minimum benefit or reproduction
rate which equals to the certain percentage of past earnings, particularly low-paid citizens) and / or
base rate, extraneous with contribution and which can be either universal or determined by the poverty
level. The minimum level of the last should be determined as a proportion of average earnings of an
ordinary worker [30], but "the total amount of allowances and other available funds ... should be

sufficient to leave the family in the field of health protection and dignity."
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Recommendation Ne202 (Part II, para. 5 (a)) gives priority to those who need and are not covered by
existing schemes to ensure the protection of basic income for all elderly people. This guarantee is valid
as the protection against poverty, helplessness and social isolation in old age for people who are not
covered by pension fund scheme, generated from the income in the period of labor activity.

Material security in the elderly age, especially through increased pension fund scheme, is different
from country to country. Help Age International is rated by Global Age Watch Index which helps to
measure and evaluate the support of the elderly population and point at the necessity of the appropriate
state policy. The index shows that the policy of support for senior citizens in the form of pensions, the
creation of conditions of education and employment, free access to health services, as well as public
transport should be more systematic.

In 2013 Russia occupied the 65th place among 96 countries, including the 26th place — by the
"personal potential” criterion (employment and education), 37 - by the "material security" (pension
fund scheme, poverty level, relative welfare, the per capita GDP), 82 - by the "enabling environment"
(social intercourse, physical security, civil liberty, access to public transport), and 86 — by the "health
status" (length of life about 60 years, length of healthy life about 60 years, mental health) (Global Age
Watch Index, 2014) . All this, despite the fact that the proportion of Russian people is over 60 years,
equals to 19.4%. Among the 20 countries of the Eastern Europe, the proportion of people older than 60
years is olwer only in three countries: Moldova (17.7%), Albania (15.7%) and Armenia (14.7%)
(2013). Thus, indicators enabling environment and the health of older Russians significantly reduce
Russia's rating. Their growth is undoubtedly the key task of the Government.

Regional rating Natixis Global Retirement Index found that the best place for those who had retired
is European countries (http://www.euromag.ru/catalogs/stat/30691.html ).

The World Bank (2014), discussing the challenges faced by pension systems in Europe and Central
Asia in connection with the demographic situation (increase length of life, decline in birth rate and
migration), describes the pension system as the inverting pyramid in the sense that if earlier retirees
were under the working age, now the lowest ratio decreased significantly. Nowadays in general for 3.5
people it is one elderly person; in some countries - only three. According to forecasts, the proportion of
senior citizens consisting of population in countries with both low- and high-income will double.

In Russia, the ratio of the number of employees and the number of pensioners are not only smaller,
but also expected to decline from 1.3 in 2013 to 1.2 in 2020, and since 2040 will become negative: 0.95
and even to 2050 will be 0.9. All this requires the search for new sources of financing the well-being of
pensioners.

Pensioners are invited to align the level of consumption during life, choosing between consumption
in young or old age, as well as to compensate the reduction in the yield of pension systems by personal
savings. It is expected that in the future saving system, which stimulates the personal savings, there
will be an integral part of any pension system.

In this situation we can formulate several versions for the reform of the pension system:

* to return to the pension systems of the last century (the 70-s), as the preservation of the current
situations requires significant additional efforts of all participants: the state, employers and retirees.

The key purposes of the pension system reform differ from each other and include:
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¢ the maximum protection for senior citizens, at least the guaranteed minimum income
(Chile, Bolivia, etc.);

* reducing tensions of public finances: reducing the budget deficit and the governmental debt
(Poland, Hungary, Slovakia and other countries of Central and Eastern Europe). As a large
part of assets private pension funds invest into governmental bonds to cover particularly
the deficit caused by the direction of the contributions to private pension funds, the Polish
government, for example, not only reduced the contribution rate to the funded part of the
system from 7.3 to 2 9% of salary, but also participated in its voluntarily. Since 2014 all
assets have been held in governmental bonds and insured. There was also introduced a ban
on any further investments funded by the part of pensions (Hirose, 2015);

* the guarantee of a socially acceptable pension fund scheme level; providing long-term
financial stability of the pension system; retention at an acceptable level of insurance
pension  system load on the economy of the country (Russia)
(http://base.garant.ru/70290226/).

* increasing taxation on labor income citizens of working age (i.e. business);

* increasing the length of employment, i.e., at actual retirement age;

* attracting immigrants of working age.

Studies on the various decisions and processes evaluated best practices and identified problems
(http://www .eurofound.europa.eu/docs/eiro/tn1304032s/tn1304032s.pdf), but there is no solution that
will work in any country; each country must find a solution that meets its specific social and political
conditions. Moreover, no proposed solutions are simple and unique, since they are based on the attempt
to ensure fairness, and it concerns not only the present, but also future pensioners. A justice, as it is
well known, is not achievable: something which is always "true" to some is "not fair" for others. On the
other hand, shortage of qualified personnel encourages older people to continue working, which also
helps to improve their well-being, and not only material one.

Social injustice of the Russian's pension system is shown; in particular, more than 30% of
pensioners are persons who appointed retirement pension ahead of time due to the particular and
special conditions of work. In such a case the source is common funds of the RF PF rather than
premiums of employers. The right for pensions is granted without reference to the actual conditions of
work, health indicators and working ability of employees.

Another problem is a replacement rate, i.e. the ratio of pensions and salaries. The replacement rate
cannot be less than 40% by the recommendations of the International Labour Organization (ILO). In
Russia, in 2002 it was 34%, by the 2007 it decreased to 25%, in view of lag the rate of indexation of
labor pensions of salary growth, and by the 2012 it increased to 36.8%, i.e., it rank below the level
recommended by the ILO, almost 10%.

None of the traditional sources of seniors’ income (employment yield of working age (pensions),
personal savings and family assistance, payments from his own pocket and public services in cash or in
non-monetary form) does not guarantee the achievement of well-being. So,

1. just over half (51.5%) of people of retirement age receive a retirement pension (excluding China -

45.6%). Despite the increase in pension fund scheme in many countries, a significant regional disparity
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persists and is as follows: 16.9% - south of Sahara in Africa; 29.5% - in the Near-East; 36.7% - in Asia;
47.0% - in North Africa; 32.4% - in the countries of the Pacific; 56.1% - in Latin America and the
Caribbean; 90% or more - in North America and Europe. Public pension system (59% of total pension
income to middle-income and 80% - low), as well as health care and long-term care (free or at low
rates) are not always available and are not always sufficient to achieve well-being.

2. The more older people get, the more they are for some reason can less and less rely on income
from employment; even highly skilled are not guaranteed indefinitely income and access to well-
paying jobs. This source of income can reach 24% of pensioner’s income with high yields, but just 5-
9% of those who have low incomes.

3. Payments out of pocket for long-term care, even in European countries are on average 9.6% of
income elderly, but can reach 25%. Particularly affected are the poor and people are deeply older (80+)
women whose cexpenditures to seven times higher than that of 65 - 79 - year.

4. Personal assets (17% of the total pensioner’s income - bank deposits, securities, real estate, works
of art. Philately and Numismatology, etc.) could improve the situation, but for most people they are, for
various reasons (low income in working age, lack of investment traditions and financial literacy, lack
of confidence in the banking system, the hope of state) not available.

5. To help the family can expect not all, as part of the family is also fighting for survival.

Of course, the serious question is the correlation of (the role of) the participation of these entire
source in providing of well-being. In many countries of South and Southeast Asia due to the mentality
believe that it is necessary to minimize government expenditures and put off the financial burden on
the private sector. (Hagemejer, 2005) Similar approaches are available in India, Singapore and China,
where adult children are legally responsible for providing care to needy parents threatened with prison

or fines.

5. Empirical testing of hypotheses

Does the pension system of Russia provide decent living standard of unemployable citizens,
regardless of the territory of residence?

Territorial differentiation of pensions is incorporated in the core document, which establishes the
connection of the guaranteed minimum level of material support for pensioners with the value of
pensioner’s cost living of the Russian Federation, and the establishment of the pension at a level no
lower than the 2.5-3 cost of living in the country until the scheduled, although it is according to the
goals of justice and a federal state.

To detect the presence / absence of differentiation in the state social support senior citizens, we will
assess eight federal districts of the Russian Federation for the period 2006-2011 for six indicators,
including.:

* 3 "non-cash" - the number of elderly people: the list in institutions of social services (the absolute
value and coefficients with the MinMax method) living in special homes for single elderly, are at a
constant bed rest in hospital social service institutions.

* 3 "monetary": the correlation of pensions to the cost of living, the share of salary and social

benefits in the total income, the share of property income in total income.
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Since the units of measurement indicators - are different, the data comparability required to translate
them into the coefficients in this study - using the MinMax method. This method involves the
following:

1. If higher values are preferable ( for example, the correlation of pension to cost of living and

other “monetary” indicators), then the calculation is made by the formula (MinMax):

(Provincial Value — Min (Range of Provincial Values))

*10 (1)
(Max (Range of Provincial Values) — Min (Range of Provincial Values))
2. If lower values are preferable (for example, all “non-monetary” indicators), the formula is
adjusted as follows:

(Max (Range of Provincial Values) — Provincial Value)

*10 (2)
(Max (Range of Provincial Values) — Min (Range of Provincial Values))

- the fraction multiplied by 10 (Bertranou, 2012 and Eurofound, 2013), since each indicator is
received by the standard score on a scale from 0 to 10.

We have divided the indicators into 2 groups, for "money" indicators it is necessary to use the
formula (Bertranou, 2012), as higher values are preferable, and for "non-cash" - the formula
(Eurofound, 2013), as there are preferable lower values.

To illustrate we give the calculation of the coefficient only one of the three selected indicators - "the
number of senior citizens and the disabled persons for list in residential social service institution"
(Table. 1). In the Siberian Federal District (SFD) in 2006, the number of such citizens was 40 895
people; in CFD - 72571 (the worst measures); in the Far East - 15930 (the best index). We calculate the
coefficient of the SFO from the formula (Eurofound, 2013), comparing it with the best and the worst
federal district; it was 5.59 (Table. 1, column 2):

(72 571 — 40 895)

-------------------- x 10=5,59 3)

(72 571 - 15 930)

Table 1. The number of senior citizens and the disabled persons for list in residential social service
institution (calculated by [15])

2006 2007 2008 2009 2010 2011
Federal MinM Min . . MinMa .
districts Absolut ax Absolute  Max Absolute Mmng Absolute Mmng Absolute X Absolut Mmng
coefficie coefficie . coefficie
¢ value coeffic value coeffi  value ot value ot value coeffici ¢ value ot
ient cient ent

2 3 4 5 6 7 8 9 10 1 12 13
Central 72 571 0 72170 0 71720 0 71321 0 72821 0 72537 0.00
Eﬂ‘fthwesr 31172 731 0251 740 33448 6.83 33082 5.99 33984 5.95 34050 5.93
Southern 29779 7.55 29938 746 30187 741 22523 7.65 22877 7.66 22839 7.65
North not available 7498 10.00 7587 10.00 7596 10.00
Caucasus
Privolzhsk 50037 g1 55 404 296 55352 2.92 55 558 247 54282 2.84 54780 273
y (Volga)
Ural 19287 941 19 295 934 19382 9.34 19112 8,18 19 199 8.22 18526 832
Siberian 40895 559 42822 518 42943 5.13 41 866 4.62 42077 471 41266 482
Far 15930 10.00 15536 10.00 15671 10,00 15 542,00 8.74 15 571 8.78 15540 878
Eastern
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Maximum

. 72571
rating

72170 71720 71321 72821 72537

Minimum

. 15930
rating

15536 15671 7498 7587 7596

72571

15930

To illustrate the next stage of empirical research we group the carried out calculations in 2011 and

the "non-monetary" (Table. 2), and money (Table. 3) indicators.

Table 2. State social support, 2011 ("non-monetary", MinMax coefficient)

Federal districts

Total activities

Total activities

The number of
senior citizens
and the disabled

The number of
persons living

The number of
senior citizens and
the disabled persons

persons for list : . who are at a Total Coefficient

: . . in special old .

in residential 5 constant bed rest in

. . people’s home S -

social service residential social

institution service institution
1 2 3 4 5=SUM(2:4) 6 — MinMax (5)
Central 0.00 5.54 0.00 5.54 0.00
Northwestern 5.93 0.62 6.58 13.13 3.18
Southern 7.65 10.00 7.58 25.23 8.24
North Caucasus 10.00 9.43 10.00 29.43 10.00
Privolzhsky (Volga)  2.73 0.00 2.83 5.56 0.01
Ural 8.32 1.36 8.63 18.31 5.35
Siberian 4.82 0.47 5.45 10.74 2.18
Far Eastern 8.78 5.73 9.37 23.88 7.68

Table 3. State social support, 2011 r. («monetary», MinMax coefficient)

Federal districts

Total activities

Total activities

Pension/cost of

The share of
remuneration of

The share of

living ratio labor and social property income in Total Coefficient

benefits in the the total yield

total yield
1 2 3 4 5=SUM(2:4) 6 — MinMax (5)
Central 6.90 10.00 10.00 26.9 10.00
Northwestern 5.94 5.94 0.56
Southern 5.03 9.28 9.28 23.59 8.51
North Caucasus 10.00 0.60 0.60 11.2 2.93
Privolzhsky (Volga)  7.23 4.22 4.22 15.67 4.94
Ural 6.75 3.43 3.43 13.61 4.01
Siberian 5.68 0.00 0.00 5.68 0.44
Far Eastern 0.00 2.35 2.35 4.7 0.00

Further study require the same calculation for all years for the "non-cash" (Table. 4), and monetary
indicators, which we had (tab. 5, Fig. 1).

Table 4. State social support, 2011 r. («non-monetary», MinMax coefficient)

Federal districts 2006 2007 2008 2009 2010 2011
Central 0.48 10.00 10.00 10.00 10.00 10.00
Northwestern 10.00 1.72 8.12 0.75 2.06 0.56
Southern 0.00 6.16 3.54 6.24 5.56 8.51
North Caucasus 1.87 5.13 8.44 5.39 4.62 2.93
Privolzhsky (Volga) 7.06 4.60 7.29 7.61 4.39 4.94
Ural 3.76 451 5.04 2.76 3.84 4.01
Siberian 3.22 3.54 422 1.18 2.03 0.44
Far Eastern 0.60 0.00 0.00 0.00 0.00 0.00
Table 5. State social support, 2006-2011 (cash support — sum of MinMax)
Federal districts 2006 2007 2008 2009 2010 2011
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Central 0.29 0.14 0.00 0.25 0.00
Northwestern 6.15 5.83 6.56 4.85 4.40
Southern 8.45 8.65 8.54 8.16 8.20
North Caucasus 2.74 2.80 2.59 10.00 10.00
Privolzhsky (Volga) 0.00 0.00 0.78 0.00 0.82
Ural 7.15 7.83 7.87 5.82 5.80
Siberian 2.64 2.51 2.10 2.20 2.05
Far Eastern 10.00 10.00 10.00 8.02 7.87

0.00
3.18
8.24
10.00
0.01
5.35
2.18
7.68

—0—2011
—=2010
=—=2009
=—2008
~—2007

=——2006

Fig.1. State social support, 2006-2011 (“monetary”- MinMax coefficient)

It would seem that there should obtain a symmetrical to previous picture, but in fact there is can be

stated mixed trends in federal districts, which disproves of government support. For example, in the

Central and Volga federal districts for 6 years, nothing has changed: the level of support remained

unchanged. In the SFO he grew slightly. Stick-out in terms of state social support is the Southern and

Far Eastern Districts. The remaining three federal districts are somewhere in the middle.

Following the stated problem, we compare the findings and expected change index in the financial

situation (tab. 6, Fig. 2).

Table 6. Expected change index in the financial situation of an constituent entity, the Federal District of the
Russian Federation, 2006-2010., MinMax coefficient

Year Central Northwest Southern Privolzhsky ~ Ural Siberian Far
ern Eastern

2006 0 6.96 7.43 2.52 10 3.68 5.04
2007 0 6.88 7.01 6.97 10 9.99 6.91
2008 0 6.86 9.42 6.85 9.26 10 8.69
2009 0 1.24 5.61 6.32 10 5.12 5.33
2010 0 7.94 6.46 3.92 10 6.21 7.63
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Fig.2. Expected change index in the financial situation, 2006-2010, Federal Districts of Russian Federation, MinMax coefficient

The figure allow for uniquely associate financial situation over the years of the crisis, i.e., prove
procyclicality. If we keep in mind 2008 as the beginning of the crisis and to suppose that the effects
had begun in 2009, the level of expectations of change in the financial situation in 2008, clearly above
all years, and in 2009 - clearly below. None of the federal districts are not traced unidirectional
dynamics of this index, except, perhaps, the Urals Federal District, where the rate remained virtually
unchanged throughout the study period in 2009, despite the crisis, above those of 2008. All the more so
there is no correlation with the levels of state support, both on “monetary”, and on "non-monetary"
activities, which may argue that:

* There is not available entity of social and pension support for citizens of Russia, it is
substantively different for a variety federal districts;

» social and pension policy in Russia is not stable;

» despite the paternalism of the Russian state policy, older citizens do not really rely on the

state.

Conclusion

Reducing of inequalities through pension and social security can and should bring benefit elderly,
relieve the burden on poor households and provide additional income.

The calculations show that in the crisis of 2008 and the post-crisis 2009 pension and social support
not only did not increase, and in some federal districts of Russia even declined. State support, both in
cash and by "non-cash" activities is characterized in that:

*  There is no unity of social and pension support for citizens of Russia, it is significantly
different in variety of federal districts

*  Russian social and pension policy is not stable

* Despite the paternalism of the Russian state policy, older citizens do not really rely on the
state.

Therefore, it is necessary to improve social support for pensioners and the key focus here should be
a leveling of differences, which corresponds to the constitutional goals federated state and is fair to the

older people.
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