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VASILII ANIKIN AND NATALIA TIKHONOVA

Poverty and Inequality in BRICS Countries
The Case of Russia

This article uses a broad sample of statistical material to show that poverty
and inequality have different natures in different BRICS countries (Brazil,
Russia, India, China, and South Africa). Using various methods to concep-
tualize the phenomenon of poverty, the authors are able to classify several
types of poverty: preindustrial poverty in modern societies (India, South
Africa), early industrial poverty of the lumpen urban poor (Brazil), industrial
poverty (China, Russia), and late industrial poverty (Russia). They then draw
a conclusion about the overriding heterogeneity of Russian poverty, which
includes elements of all these models, but tends toward industrial poverty.
They also indicate that the Russian inequalitymodel does not dovetail with any
of the inequality models described in this article. Finally, they note the
particular relevance of investment, employment, migration, and tax policies
to combating poverty “in a way appropriate to the Russian context.”
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Recent studies have shown that poverty and inequality in Russia have their
own distinct “portraits.” In many ways, these “portraits” depend on what
exactly is meant by poverty (and, consequently, how it will be measured)
and on what specific inequalities are being referred to. Whatever the case,
though, we must examine the situation in Russia against the situations in
other countries, especially BRICS countries (Brazil Russia, India, China,
and South Africa), some of which are at a relatively similar stage of
economic development, in order to answer the question of the specific
natures of these portraits, particularly considering how sensitive poverty
is to the methods used to measure and conceptualize it on the one hand, and
the diverse forms that inequality takes on the other. This comparison will
enable us to gain a deeper understanding of the specific nature of “poverty
in Russia” as well as the unique features of inequalities in Russian society.

The specific nature of socioeconomic development in BRICS
countries as the basis for the existence of various types of
poverty and inequalities

Poverty and inequality exist in BRICS countries in very diverse institu-
tional environments (Table 1). Accordingly, these phenomena differ widely
in these countries.

Table 1 shows that of the BRICS countries, Russia is the best situated in
economic terms. Overall, it has successfully completed the processes of
urbanization, industrialization, and the second demographic transition and
has low indicators of informal employment and social burden. This combi-
nation of indicators that are key to assessing the stage of modernization
reform in the country provide evidence that poverty in Russia is relatively
superficial and not too widespread.1

Brazil is characterized by average indicators of economic development
and high indicators for natural increase and social burden among a large
percentage of the urban population. This means not only that it lags far
behind Russia in terms of its stage of modernization reform but also that
poverty will be linked with high indicators of unemployment and a high
birthrate among young people. It can be said that Brazilian poverty is
programmed by its excessively high urban population, whose members
are either unemployed or informally employed, and by an out-of-control
birthrate in a large part of the population.

China has shown the greatest gross domestic product (GDP) growth rate
per capita of all BRICS countries and is characterized by the most balanced
development of modernization processes. The most interesting aspect is the
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extremely fast-paced growth of its urban population (twice as much as it
was a quarter of a century ago), which has occurred due to the large number
of first-generation migrants from villages. It is this social group that has
traditionally been at increased risk of poverty at the corresponding stage of
modernization reforms.

South Africa’s indicators for level of economic development are very
close to China’s (although its growth rates are not). However, South Africa
has the lowest employment rate in agriculture of all the other BRICS
countries (4.6 percent). Furthermore, this indicator has been reduced by a
factor of three since 2000 against a background of much less significant
growth in the share of the urban population and the 37.1 percent of the
population that continues to live in rural areas. This means that there is
extremely high unemployment and very profound poverty in villages,
which is compounded by the highest indicator of social burden of all the
BRICS countries. In countries that have not yet completed the second
demographic transition, this indicator is usually connected with minor
children. Thus, profound and large-scale poverty in rural areas is character-
istic of South Africa.

Finally, India is characterized by the lowest indicators of economic
development with comparatively high rates of economic growth, the high-
est share of rural population of all BRICS countries, very high indicators of
employment in agriculture (even though the rural population is shrinking
noticeably), a maximum level of informal unemployment in nonagricultural
sectors, maximum natural increase, and high indicators of social burden,
which in these conditions mainly signifies the burden of children. This
shows that of all BRICS countries, India has advanced the least distance on
the path to urbanization and industrialization, and that this movement is
quite slow (unlike China, the share of the urban population in India has
grown by only one-fourth since 1990). Furthermore, although the 14.5
percent rate of natural increase has been reduced by a factor of 1.5 over
the past quarter century, it still shows that the second demographic transi-
tion has not been completed and that India is lagging very far behind South
Africa, which had virtually the same population increase indicators as India
in 1990 but was able to reduce this figure by a factor of more than three.
This means that, on the one hand, large-scale and profound poverty in rural
areas is unavoidable, and, on the other hand, that there will be an enormous
number of migrants from rural areas moving to cities who are unemployed
or have only informal jobs, which generally do not provide much in the
way of income.

Thus, poverty in these countries exists in a fundamentally different
industrial environment, which is connected with how far each country has
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advanced along the path to modernization reform. This conclusion is also
confirmed by data describing the “history of the question.”

For example, China is currently experiencing rapid development in its
small cities, which have seen an influx of migrants from the country who
cannot move to large cities where there are strict limits on residence
permits.2 Unlike China, Brazil’s virtually unchecked urbanization process
has already reached its “saturation point” (rates of increase in the urban
population over the past thirty years have dropped by a factor of almost
three), but in recent decades this process has literally flooded the suburbs of
large cities with waves of rural residents. As a result, Brazil has more urban
dwellers today than Germany or Great Britain. This mass of migrants has
had a difficult time adapting to the new environment and has either entered
the secondary sector of urban employment or joined the ranks of the
unemployed.3 As mentioned above, India is mainly still an agricultural
country with semisubsistence agriculture. In regard to South Africa, despite
stable economic growth over the past twenty years, the country continues to
retain all the features characteristic of the African model of development—a
very high unemployment rate and high levels of rural poverty,4 particularly
among young people,5 against a background of various forms of racial
inequality.

Such is the economic and sociodemographic context in which the situa-
tion with poverty and inequality in these countries must be viewed. And
this context alone suggests that we must use different options for concep-
tualizing the phenomenon of poverty and methodologies for identifying the
poor to analyze poverty in countries at different stages of historical devel-
opment. Moreover, for some countries, like Russia, that are at the conflu-
ence of different stages of historical development (industrial and late
industrial, which basically corresponds to the concepts of “developing”
and “developed” countries), it would be wise to use different methodolo-
gies to identify the poor (different “poverty lines”) reflecting ways to
conceptualize poverty in both developed and developing countries at the
same time. However, one main approach is sufficient for countries that are
either at the stage of industrialization and urbanization (like other BRICS
countries) or at the late industrial stage of development.

In terms of developed countries, this usually entails relative poverty,
since poor people in these countries are viewed as those who are in a
relatively adverse situation regarding availability of resources and opportu-
nities and prevalence of hardship in comparison to the majority of members
of the given society. Thus, a comparison of their income with the median
income distribution or with the prevalence of hardships among them that
are not typically experienced by the rest of the given society is generally
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used to identity the poor in these countries. In developing countries, how-
ever, poverty is interpreted through the prism of so-called absolute poverty,
and poor people are considered those whose income is below the subsis-
tence minimum (“poverty line”) needed to ensure a person’s basic survival.
Moreover, to calculate the national poverty line, the government of each
developing country must naturally take into consideration that country’s
climate, cultural traditions, and so on.

In terms of inequalities, a specific country’s objective (level and model
of economic development, historical traditions, etc.) and cultural–civiliza-
tional features influence the depth, appearance, and prevalence of
inequalities.6 But we will return to the topic of inequalities in BRICS
countries in the second part of this article. For now we will look at what
determines the specific nature of poverty depending on the current stage of
modernization reform in society. In our opinion, the classification of types
of poverty seen in the modern world that we propose below will help solve
this task.7

Preindustrial poverty in modern societies

The type of poverty that humankind first experienced was preindustrial
poverty, which accompanied the precapitalism stage of development. It is
connected with the low efficiency of agricultural production, most of which
is subsistence or semisubsistence farming. The characteristics of this kind
of poverty include low labor efficiency, high dependence on geoclimatic
conditions, a very low and unstable income level for rural residents, very
high rural populations even in spite of the high level of infant mortality, and
so forth.

The government’s role in combating this type of poverty is usually
limited to providing minimal assistance to the poorest people, considering
the need to provide for their simple physical survival. Moreover, a different
level of support is impractical, not just due to financial limitations imposed
by the mass nature of this type of poverty, which dominates over other
types of poverty, but also, and mainly, because in poor agrarian societies,
this level of life characterizes the daily reality for the majority of their
members and is a sort of living standard for the population. For example, in
India, where this type of poverty is most widely represented among BRICS
countries, since 1978 the poverty line has corresponded to the equivalent of
650 grams of grain per day.8 According to Indian specialists this amount of
food provides approximately 2,000 calories, that is, it prevents a person
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from dying of starvation. Given this national poverty line, India’s poverty
level was 29.8 percent in 2009–10 and 21.9 percent in 2011–12.9

Naturally, this indicator of the share of poor people in India could be
debated from the point of view of the standard of living in more developed
countries. It appears to be extremely understated in comparison with the
results obtained using methodologies to measure poverty developed by a
group of scholars from Oxford University researching poverty and human
development. This methodology is specially oriented toward analyzing
poverty in lagging developing countries and is based on the deprivation
approach, by which poor people are identified based on the deprivations
they experience. The Multidimensional Poverty Index is also calculated on
the basis of these deprivations.10

This methodology is being used more widely by international organiza-
tions in their statistical surveys, although it is extremely doubtful that it is
relevant to the more advanced developing countries. Even though this
methodology really does provide the poorest countries with the chance
for more correct international comparisons than statistics based on national
indicators for poverty line (Table 2 shows that the Multidimensional
Poverty Index (MPI) for India in 2005 amounted to 53.7 percent, which
is almost 1.5 times greater than the official poverty level in India in
accordance with the national poverty line), when it is used in comparison
with countries at a different level of historical development (like Russia,
which is located in a different climate zone and is characterized by different
cultural traditions), it loses any point. In fact, it only helps measure the
prevalence of profound preindustrial poverty, which does exist in Russia
but is not widely prevalent (meanwhile, we should not forget that one
percentage point of the Russian population equals 1.5 million people, so,
consequently. almost 2 million Russian live in this kind of poverty).11

The strategic elimination of this type of poverty assumes accelerated
economic development, the completion of the processes of industrialization
and urbanization, the consolidation of a modern, high-performance agricul-
tural industry, including training for workers, and a shift to a controlled
birthrate. In tactical terms, the most effective way to combat preindustrial
poverty is to expand job training for young people in rural areas in
specializations needed not just in the country, but also in the cities, with
subsequent organization of migration for part of the young rural population.

The fight against large-scale preindustrial poverty is fairly complicated
and cannot simply be reduced to seeking financing for social protection
measures and other organizational and management measures. And even
though this type of poverty is not as widespread in Russia as it is in other
BRICS countries, this does not mean that the problem of preindustrial
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Table 2

Multidimensional Poverty Index (MPI) and Official Poverty Levels in BRICS
Countries

Percentage of poor
people, including

Country Survey Year

By
national
poverty
line

People on
the verge of

poverty
under MPI

Poor
people
under
MPI

People
living in
severe
poverty

under MPI

India DHSa 2005 37.2 16.4 53.7 28.6
China WHSb 2003 2.4 6.3 12.5 4.5
Brazil PNDSc 2006 26.8 7.0 2.7 0.2
Russia WHSb 2003 20.3d 0.8 1.3 0.2
South Africa LCSe 2008/2009 26.3 22.2 13.4 2.4
For reference: According to the most recent international statistics
(United Nations, 2014)

Country

Population with incomes below
the poverty lie

($1.25 per day in terms of PPP)

Share of population
with incomes below the
national poverty line Year

India 32.7 21.9 2010, 2012
China 13.1 2.8 2002
Brazil 6.1 9.0 2009, 2012
Russia 0 11.0 2013
South
Africa

10.7 23.0 2006

Sources: Global Multidimensional Poverty Index Databank, University of Oxford, Oxford Poverty
and Human Development Initiative, 2014; available at www.dataforall.org/dashboard/ophi/index.
php; Multidimensional Poverty Index, Table 5, 2014; available at https://data.undp.org/dataset/
Table-5-Multidimensional-Poverty-Index/7p2z-5b33; Human Development Report, The Rise of
the South: Human Progress in a Diverse World (New York: United Nations Development
Programme, 2013).
aDemographic and Health Surveys; available at www.measurcdhs.com/What-We-Do/Survey-
Types/DHS.cfm.
bWorld Health Survey; available at www.who.int/healthinfo/survey/en/index.html.
cPesquisa Demografia е Saude da Mulher e da Crianca [National Demographic and Health
Surveys of Women and Children]; available at http://bvsms.saude.gov.br/bvs/pnds/index.php.
dData for Russia were updated using the state statistics register; available at www.gks.ru/free_
doc/new_site/population/urov/urov_51_g.htm.
eLiving Conditions Survey; available at www.datafirst.uct.ac.za/dataportal/index.php/catalog/231.
This refers to the poverty line determined by expenses adjusted for food and housing expenses.
See Poverty Profile of South Africa: Application of the Poverty Lines on the LCS 2008/2009
(Pretoria: Statistics South Africa, 2012).
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poverty cannot be actualized in the future taking into account the difference
between models of demographic reproduction in various regions of the
country due to the differences in their pace of advancement along the path
to modernization reform. And it is no accident that even though the bases
for widespread preindustrial poverty were eliminated during industrializa-
tion in the 1930s to 1950s, its presence in certain regions adds to the
difficulty of finding a comprehensive solution to the problem of this kind
of poverty in Russia. For example, the rural population in the North
Caucasian Federal District accounted for 51.1 percent of the population
as of January 1, 2010, and poverty indicators in the district are especially
high.12 Moreover, according to data from the Federal State Statistics
Service, this picture will change only slightly by 2031, and by this time
22.6 percent of Russia’s population will consist of rural residents,13 which
is very high for an industrially developed country. The abundance of rural
residents will lead not just to large-scale pendulum labor migration from
villages to cities, which is a serious problem given the state of the Russian
transportation system, but will also be reflected in the unemployment rate,
and, accordingly, wage levels in villages.

It should be specially emphasized that even though the classical variant
of preindustrial rural poverty can be found today in the North Caucasus and
other regions of the country that have a significant share of the rural
population and a high birthrate, and where subsistence farming plays an
important role (although even in these areas far from all rural poverty can
be classified as preindustrial), this is not the type of poverty most typical of
Russian rural poverty overall. Instead, the most typical types of poverty are
the poverty of dying rural settlements that have stopped feeding themselves
“from the earth,” and the poverty of residents of more prosperous rural
settlements who have become marginalized and have lost their connection
with the earth. This largely characterizes the type of rural poverty seen in
Nechernozem’ia or the northwestern region of the country. Judging from
data from the national survey “Poverty and Poor People in Contemporary
Russia,” which was conducted by the Institute of Sociology in April
2013,14 99 percent of the rural poor (excluding the regions of the North
Caucasus) identified on the basis of an absolute approach had no land at all,
including small plots, and 87 percent owned no livestock. Moreover, these
indicators reached 100 percent and 95 percent, respectively, for rural house-
holds where one of the adults lacked a permanent job. Thus, the majority of
Russian rural poor are not engaged in subsistence farming, a situation that
is fundamentally different from the one in India or China.

Nevertheless, the variety of rural poverty is ultimately connected with
the technological backwardness of agriculture in certain areas, on the one
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hand, and the absence of sufficient demand for local labor of the appro-
priate quality on local labor markets, on the other. In this sense, rural
poverty in Russia essentially resembles rural poverty in any country that
has incomplete urbanization processes and any village that has an excess
population of working-age people with low-quality human capital and a
high share of unemployed or partially employed (seasonal, temporary, etc.)
people. However, rural poverty in Russia has its own qualitative character-
istics in comparison to rural poverty in other BRICS countries, where
subsistence farming plays a much greater role in the lives of village
residents than it does in Russia, while the share of village residents (and
rural poverty) is much higher.

Early industrial poverty of the lumpen urban poor

In its classical variant, which is known from the history of developed
European countries in the eighteenth and nineteenth centuries, this type of
poverty arises as the result of uncontrolled, spontaneous, and large-scale
migration of the rural population from overpopulated rural localities to
cities during the first demographic transition, the emergence of a labor
market, and the birth of manufacturing. This process has particularly grave
consequences when society lacks the institutions (e.g., residence permits)
that could regulate the flow of migrants into cities.

Of all the BRICS countries, this type of poverty is most vividly seen
today in Brazil, even though it does have its own special features. For
example, in Brazil the mass outflow of people from the country into the city
over the past thirty years occurred not due to development of the industrial
sector in urban locations, which is what happened in Europe, the Soviet
Union, and China, but because of the robust technological and institutional
modernization of the agricultural industry,15 which occurred in the second
half of the twentieth century. Today Brazil’s agrarian sector is represented
by large agribusiness and is a high-tech industry that requires a small but
highly qualified workforce to service it.

The flip side of the modernization of agribusiness was the formation of a
special type of urban agglomeration characterized by the chaotic and
spontaneous settlement of the suburbs of large megalopolises—the so-
called favelas. This type of housing appeared in Brazil as far back as the
1890s, but only became widespread in the second half of the twentieth
century. It was Brazilian society’s unique response to the modernization
process of agriculture in the absence of a growth in demand for labor in the
cities.
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The main reason for the reproduction of poverty among the lumpen
urban poor lies in the deficit of jobs for low-qualified workers. The low
demand for these workers leads to very low salaries in this market segment
and the prevalence of various forms of nonstandard and informal employ-
ment and, more important, to very high unemployment indicators. For
example, the lowest 20 percent of Brazil’s population is basically comple-
tely excluded from creating a national income, and its main part lives in
cities. It is no wonder, then, that the unique features of employment and
mass unemployment lead to the marginalization of migrants from rural
areas and the formation of a massive urban underbelly. In other words,
the economic basis for the poverty of “new city dwellers” is the fact that the
level of demand does not match supply of workers with the corresponding
level of qualification in the cities and the subsequent mass unemployment
and extremely low wages in the event that one actually does find work.

This type of poverty is not yet characteristic of Russia, although rural
areas are becoming overpopulated, especially in the Caucasus, and part of
this population is moving to cities in Central Russia, including Moscow.
However, even though in Russia, as in China, the main mass of migrants
from rural areas is taken in by small cities, where the situation on local
labor markets is already complicated,16 the flow of migrants from rural
areas into large and medium-size cities should not be underestimated—one
in five poor people of working age in Russian cities with populations over
100,000 grew up in the country.

In connection with the problem of urban poverty, we should mention in
particular the formation of a lumpen “urban underbelly” simultaneously
characterizing profound poverty and a drop in economic activity. Thus,
judging by data from the above-mentioned 2013 study, almost in ten poor
people of working age in cities of over 1 million people that have devel-
oped markets and are in need of labor are not working but obvious reasons
are not apparent (i.e., they are not pensioners, on maternity leave, students,
etc.).

All of this compels us to speak about the possibility that the problem of
early industrial poverty will actualize in Russian society. This situation is
all the more dangerous in that crime and other forms of social deviation
(drug addiction, alcoholism, etc.) grow relatively faster in countries where
this type of poverty is widespread.

The roots of early industrial poverty are outside the labor market. This is
the poverty of “superfluous people” who are not even needed as objects of
exploitation. Moreover, it is quite difficult to include them in the labor
market, at least to the extent that the issue of their poverty would be
removed, due to their poor socialization in contemporary culture and their
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low level of qualification. These people can only be provided with huma-
nitarian aid, while attempts must be made to socialize and teach their
children and young people so that over time they will come to occupy a
better position in society. At the same time, the amount of assistance for
this type of poor people depends, first, on society’s resources and its level
of socioeconomic development, and second, on the unique features of its
national culture, particularly the prevalence of values of solidarity.

Countries dominated by this type of poverty use this as a starting point
for establishing a subsistence minimum. And this is exactly why the
subsistence minimum in these countries varies so widely in terms of
inflation and size and is not just a matter of differing climate conditions.
Therefore, countries where early industrial and preindustrial poverty dom-
inate use an absolute approach to identifying the poor—that is, the “poverty
line” is defined based on calculations by experts, who create a certain
selection of benefits corresponding to notions about the subsistence mini-
mum in the given country.

Industrial poverty: The main type of structural poverty in
Russia

Industrial poverty is caused by excess supply on the labor market for low-
skilled and semiskilled workers. This results in low wages for this part of
the workforce, regardless of whether a worker is engaged in physical
(manual) or nonphysical (trade, etc.) labor. Moreover, considering their
salaries, some of these workers are doomed to poverty, while others will fall
into poverty with even the slightest deterioration in their family situation or
an increase in workload due to the situation of a dependent (birth of a child,
especially a second child, a spouse’s loss of work, divorce, sickness of a
family member, etc.).

Industrial poverty has been eloquently described in the novels of many
West European writers of the second half of the nineteenth and early
twentieth centuries. This is the “poverty of exploited labor,” when the
relationship between supply and demand in certain segments of the labor
market works against workers. Since the economic cause of this type of
poverty is the specific nature of the relationship between capital and the
workforce at each specific historical moment and at a historical point in
space, this type of poverty is primarily characteristic of the employed part
of the population,17 including those who are formally employed. From the
standpoint of the essence of this type of poverty, it is not so important to
know who “underpaid” the worker—a specific capitalist or the state. In any
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case the higher the level of industrial poverty, the more power employers
have in the labor market and the weaker the workers’ negotiating positions.

This type of poverty is generally measured and analyzed from the
standpoint of an absolute approach, even though living wage in countries
where this type of structural poverty dominates is defined not based on the
task of ensuring a person’s basic physical survival, but considering the
need to retain him as a worker and provide for the intergenerational
reproduction of a sufficiently qualified workforce. This is exactly why in
so-called developed countries the minimum wage has long corresponded to
at least 1.5 times the subsistence minimum, which is the International Labor
Organization recommendation. However, the period of the absolute predo-
minance of this type of poverty has already passed for these countries.

All BRICS countries are examples of the prevalence of this type of
poverty, although to varying degrees. For example, in China the risk of
poverty characterizes mainly professional groups made up of urban resi-
dents that formed during the country’s rapid industrialization and subse-
quent urbanization in recent decades, that is, for an enormous army of low-
skilled and semiskilled workers who came to cities for jobs primarily in the
industrial sector(similar to what occurred in Western European countries in
the early and mid-nineteenth century).18

In 2012, Chinese cities had a total of 262.61 million labor migrants.19

On the whole, they ended up forming part of the poor population despite
their employment, since hourly rates for migrants from rural areas in China
are much lower than for city dwellers, and although on average they work
more hours, this does not save them from poverty.20 Poverty among
migrants in China is also characterized by restrictions on access to better
living conditions, free education for children, and social welfare programs,
since they have trouble obtaining a local hukou, which is the equivalent of
the Russian residence permit.21

Competition for low-skilled and semiskilled positions characterizes all
countries that have undergone or are undergoing the industrial stage of
development, and it also exists in contemporary Russia. Moreover, this is
happening in despite increasing numbers of jobs for low-skilled and semi-
skilled workers (Table 3). However, unlike other BRICS countries, Russia
is seeing a reduction in the share of skilled jobs in the industrial sector at
the same time as the number of low-skilled and semiskilled positions is
growing. Thus, this growth in low- and semiskilled positions has been
ensured in recent years at the expense of jobs involving nonphysical
labor, primarily simple jobs in retail and the service sphere.

Nevertheless, despite this growth, competition for the low- and semi-
skilled jobs in Russia is relatively high, since migrants from other countries,
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including former Soviet countries, are applying for them along with some
skilled workers, including those who cannot find jobs fitting their former
profiles and are prepared for a sharp drop in their status even to the extent
of changing classes (it should be noted, however, that some Russians in this
situation prefer to become unemployed, even with the threat of impover-
ishment). As a result of this competition, salaries for these types of jobs are
very low, and the first ones to fall into poverty are specifically the low- and
semiskilled workers regardless of whether their jobs are physical or non-
physical (Table 4).

Table 4 shows that the composition of working poor in Russia has a very
high share of low- and semiskilled workers, including workers making up
over half of all working poor as well as the least qualified workers engaged
in nonphysical labor. The share of these professional groups is significantly
lower in nonpoor strata of the Russian population. Moreover, while low-
skilled workers engaged in nonphysical labor are significantly more likely
than Russians overall to fall into poverty due to their incomes, this figure is

Table 3

Changes in the Sizes of Major Professional Groups (ISCO-88) in Terms of
Overall Population of Russia in 1994–2012 (% of workers)

Major professional groups 1994 2000 2005 2012

Highly skilled “white collar” (classes 0, 1, 2 under
ISCO-88)

18.8 18.2 17.1 18.9

“White-collar” low- and semiskilled (classes 3, 4) 20.3 22.1 23.9 26.6
Service and sales workers (class 5) 8.2 10.3 10.7 11.7
Skilled workers (classes 6, 7, 8) 38.2 35.6 33.7 27.5
Unskilled workers (class 9)* 14.5 13.8 14.6 15.4

Source: Monitoring Survey of the Health and Economic Welfare of the Russian Population. This
survey offers annual versions and a more complete version of the panel of respondents for the
entire observation period. The data in the table are from the survey’s representative databases.
*Approximately half of this group is composed of representatives of basic forms of employment in
the nonindustrial and nonagricultural spheres like cleaners, cloakroom attendants, yard keepers,
movers, street vendors, and so on.
Notes: Calculations of the size of groups were made by V.A. Anikin using a methodology he
developed for coding professional status in accordance with ISCO-88 taking into account the
unique features of Russian conditions. For more information, see V.A. Anikin, “Sotsial’no-pro-
fessional’naia struktura Rossii: metodologiia i tendentsii,” in Professional’nye gruppy: dinamika i
transformatsiia, ed. V.A. Mansurov (Moscow: Izdatel’stvo Instituta sotsiologii RAN, 2009); V.A.
Anikin, “Professional’naia struktura naseleniia i tip ekonomicheskogo razvitiia strany,” Terra
Economicus, 2013, 11(2).
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still less than half, and in the majority of cases nonskilled workers number
among the poor. Thus, the “skeleton” of the working poor in contemporary
Russia is made up of people who are traditionally classified as such at the
industrial stage of development.

However, in addition to deindustrialization and a reduction in the num-
ber of professional positions for highly skilled workers, Russia differs from
other countries, including BRICS countries, in another significant way in
terms of the causes and profile of its type of poverty: its excess supply of
low-skilled labor has been actively fueled in recent years by migration from
a number of former Soviet republics and other Asian countries, while in
other BRICS countries and at one point in Europe, the source of this excess
supply came from migration from rural areas to cities and was accompanied
by a sharp drop in the share of the rural population. This excess supply of
workers in a labor market segment that is already fraught with the heigh-
tened risk of poverty automatically adds to a relative drop in the value of
this workforce and even of semiskilled workers and helps preserve poverty
among workers holding the corresponding positions.

In terms of strategy, it is customary to fight industrial poverty by
stimulating the creation of highly efficient jobs through investment and

Table 4

Professional and Official Positions Held by the “Income” Poor and the
Nonpoor, 2012 (% of their working members)

Professional and official positions
“Income”
poor Nonpoor

Mangers of various levels, business owners with salaried
workers (class 1)

3 4

Specialists in positions requiring a higher education,
professionals (class 2)

8 16

Assistants to specialists, semiprofessionals (class 3) 16 20
Public servants (including nonofficers at defense and law
enforcement agencies), office workers, technical personnel
(class 4)

8 8

Frontline retail and service workers (salesperson, hairdresser,
etc.) (class 5)

14 11

Skilled workers (classes 6, 7, 8) 31 27
Unskilled workers (class 9) 20 14

Source: Monitoring Survey of the Health and Economic Welfare of the Russian Population, 2012.
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tax policy and by developing education systems and ways to obtain quali-
fications that are accessible to all. It can be seen from the experience of
West European countries in recent years that from a tactical standpoint,
strict control of external migration, particularly migration by unskilled
workers, in-depth development of labor laws, heightened monitoring of
compliance with these laws, and the setting of a minimum hourly wage that
ensures a socially acceptable lifestyle have worked well.22 Incidentally, this
set of measures that was successfully implemented in so-called developed
countries at their corresponding stage of development pursued goals asso-
ciated with the concept of the “welfare state” that were far from humanitar-
ian, regardless of the political rhetoric that accompanied them. This set of
measures created workers with a good quality of human capital for the
economies of these countries (the experiences of Australia, Canada, the
United States, and, until recently, Great Britain are instructive in this
respect) and also contributed to an increase in society’s social capital,
which ensured additional possibilities for administrative maneuvers for its
elite. All of this provided these countries with additional, and very strong,
competitive advantages in the global arena and the opportunity for higher
economic growth rates.

Late industrial poverty

This type of poverty, which is usually associated with the concept of the
“new poor” was first really spoken about in the West in the 1970s in
connection with the start of the transition from industrial to postindustrial
society and the globalization of the world economy.

In developed countries, the appearance of this type of poverty was
caused by the deindustrialization of their economies (or, more precisely,
by a reduction in the industrial sector in developed countries and the
simultaneous shift of production to developing countries). During these
processes, the number of jobs that traditionally guaranteed membership in
the middle and working classes fell, while the structural positions of the
upper-middle and lower classes simultaneously rose. In other words,
society’s class structure underwent a polarization. At the same time, com-
petition for efficient jobs became much more acute among skilled workers.
This led to a decline in the value of an easily replaceable generic
workforce23 and increasing differentiation in what had been much more
homogenized groups, on the one hand, and, on the other hand, to the
“expulsion” of a portion of highly skilled workers that was less competitive
for various reasons from their own former professional status and
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sometimes even class.24 As a result, many previously successful members
of the middle class and particularly their children, who could not find jobs
after obtaining an education,25 found themselves among the numbers of the
“new” poor. They were called “new” specifically because those with this
level of education and family class membership had not previously been
found among the poor population in such great numbers.

Thus, the economic bases for this type of poverty are structural changes
in the economy and a growth in global competition for jobs, i.e. competi-
tion within the framework of the international labor market, which makes it
difficult to influence its causes. This means that the fundamental difference
between the late industrial type of poverty and industrial poverty is that,
even though this poverty is also formed with the participation of the labor
market, it is not as localized as the global labor market, which makes it
difficult to influence its causes. In addition, the path to poverty in societies
transitioning from the industrial to the postindustrial stage of development
is quite individualized and random, and its arrival in each individual case
appears to be accidental in many ways—after all, place of residence no
longer predetermines whether or not a specific person will fall into poverty,
which is what happens with a peasant family supported by subsistence
farming under preindustrial poverty, just as the nature of employment does
not doom low-skilled workers to poverty when the industrial type of
poverty dominates.

Societies in the late industrial stage of development are generally suffi-
ciently wealthy to provide not just means for basic physical survival but an
entirely tolerable living wage for their poor, and it is not so much the lack
of funds that comes to the forefront of interpreting the problems of poverty
as the exclusion that accompanies poverty—that is, dropping out of the
“mainstream” and being unable to support the standard of living of the
majority of people. Accordingly, a deprivation approach comes to replace
the logic of analyzing poverty through the prism of an absolute approach.
Moreover, nonmaterial forms of deprivation mainly connected with access
to resources are gradually starting to play a larger role in the signs of
deprivation (the concepts of Amartya Sen and Peter Townsend, the Oxford
Poverty Index, etc., should be recalled in this connection).

It is virtually impossible to reduce late industrial poverty by developing
a system of mass education and similar traditional lifts of social mobility. In
these conditions, the government’s main strategy to combat poverty con-
sists of measures to regulate the labor market and specific investment and
tax policies. In tactical terms, the most effective method to combat this type
of poverty for developed countries where the processes of deindustrializa-
tion have historically been accompanied by brisk growth in the quaternary
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sector of the economy has been large-scale programs to retrain workers
with the payment of fairly high unemployment benefits to prevent the loss
of a group identification during the job search.26 At the same time, the
policy of moderate, need-based, targeted benefits has been maintained to
ensure that poor people remain integrated in society. This targeting should
also prevent the development of a welfare mentality. Finally, over the years
migration policy has become stricter in comparison with the lenient policies
of the 1950s and 1960s.

There is virtually no late industrial poverty in BRICS countries (with the
exception of Russia), since the processes of deindustrialization are not
being observed in them. In Russia, though, the situation is unique: statis-
tical and sociological data (particularly the data given in Table 3) show that
the processes of deindustrialization are occurring in Russia, but, unlike in
other developed countries, they are not accompanied by development of the
quaternary sector. Instead, Russia is seeing a growth in employment in the
tertiary sector, particularly in retail, where the share of low-skilled jobs is
high, especially in the shadow part of this branch.

In Russia, a characteristic feature of this type of poverty is the fact that
the main employer of professionals is the state, which, in spite of a salary
increase for civil servants, pays far less then private organizations. For
example, according to data from the RF Federal State Statistics Service, the
gap in average salaries of specialists amounts to a factor 1.6 to 1.8 for this
indicator, and the greatest differentiation is observed among semiskilled
specialists.27 In these conditions, it is no surprise that in Russia a significant
part of the population with a higher education is poor, including chronically
poor. This part even includes professionals, who, more than any other
group, are characterized by very significant intragroup differentiation.

In the context of the problem of postindustrial poverty in Russia, it is
worth mentioning the worsening problem of unemployment among young
people, which is a characteristic feature of this type of poverty. Even
though data from the Federal State Statistics Service show that unemploy-
ment among young people is rising (the share of unemployed young people
ages twenty to twenty-four grew from 12.8 percent to 13.4 percent from
2005 to 2012), for most young people unemployment in Russia has a
different nature unrelated to the development of deindustrialization pro-
cesses. There is a reason why unemployment is especially high among
young people in villages, where this indicator reached 17.4 percent in 2012.
This indicator was especially high due to the abovementioned problem of
rural poverty in the North Caucasian Federal District (it reached 15.6
percent among those ages fifteen to nineteen in Chechnya, with an average
indicator of 4.8 percent for this category of people for all of Russia), which
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tells us that unemployment among young people in Russia is mainly
unemployment of the preindustrial type.

Characteristics of the distribution of inequalities in BRICS
countries

If a country’s level of economic development and its stage of historical
development have the greatest impact on poverty (dominance of one type,
its prevalence, depth, etc.), then, along with these factors, the special
features of its culture, particularly the unique aspects of its normative
value systems, have a major impact on the nature of the distribution of
inequalities. Moreover, a great deal of “food for thought” about essential
features of the model for socioeconomic development a country has
selected can be obtained by comparing its types of distributions of inequal-
ities with those of countries with relatively close levels of economic devel-
opment. From this standpoint, it would be interesting to know what
“company” Russia keeps in this regard.

Considering the long tradition of analyzing this topic,28 we will not get
into detail about it and will try to limit ourselves to the themes that will
allow us to illustrate our main thesis on the connection between the
distribution of inequalities in society with level of economic development,
on the one hand, and type of culture, on the other. However, before we
conduct an overall analysis of the picture of the distribution of inequalities
in Russia (i.e., try to classify countries by the type of distribution of
inequalities in them), we will show what the general situation in Russia
looks like in comparison to other BRICS countries (Table 5). At the same
time, it is worth clarifying that while the dynamics of the share of national
income belonging to the lower 10 percent or 20 percent is evidence of
trends to conserve or overcome poverty, the Gini coefficient provides
evidence of the degree of inequality in the distribution of incomes through-
out society as a whole, and, primarily, in its middle strata. Thus, together
these two indicators allow us to obtain a general idea of the key features of
inequality dynamics in a certain country.

Table 5 shows that Russia’s social structure as compared to other BRICS
countries is characterized by a degree of social stratification that is lower
than Brazil’s or South Africa’s and is closer to the situation in China. India
has the lowest indicators of social stratification. If we take into considera-
tion the method for calculating the rural poverty 10 percent ratio and the
deep poverty in India, this means that the majority of members of the upper
decile have relatively low incomes. This overall picture is confirmed by
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other indicators (share of national income belonging to the lowest decile
and the lowest two deciles, as well as the Gini coefficient). These indicators
are all highest in India, while the situation in Russia is similar to that in
China and much better than those in Brazil and South Africa. This means
that we cannot refer to the development of the situation in Russia in the
sphere of the distribution of inequalities as following the Latin American
script.

This does not mean, however, that the situation with inequalities is
satisfactory in Russia—it is no accident that the indicators of share of
national income belonging to the lower deciles has still not reached the
level of 1990—that is, not only the lowest 20 percent, but even the next
three quantiles have become relatively impoverished (Table 6). Moreover,
indicators of the Gini coefficient like the share of income attributable to the
third quantile show that even the middle strata of Russian society have
become impoverished in the past quarter century.

Based on the data in Tables 5 and 6, we can formulate the most typical
features of the Russian model of the distribution of inequalities: (1) high
inequality of income distribution for society as a whole (by European
standards), reflected in high Gini indicators (over 0.40), which is fairly
typical of other BRICS countries; (2) low incomes for people in the middle
strata (which is evidenced by the fact that median incomes in Russia make
up only 74 percent of per capita cash income, while the mode comes in at
the level of 40.5 percent of per capita income; and (3) consistently low
income indicators for people who became impoverished rapidly in compar-
ison with the “underprivileged classes” of the Soviet period (which is
evidenced not just by the fact that incomes in the bottom 20 percent are
nine times lower than in the top 20 percent, but also by the very high
indicator of the R/P 10 percent). And while this differentiation is not as
profound as it is in the majority of BRICS countries, when comparing the
situation of the underprivileged classes in Russian and other BRICS coun-
tries, it is always worth remembering that in Russia lower-class poverty is
not the poverty of the uneducated, those engaged in subsistence farming, or
the “urban underbelly” of the population, but is mainly the poverty of
working city dwellers who have at least secondary diplomas. Thus, this
kind of poverty is perceived differently by the poor people themselves and
by the population as a whole.

In addition, the existing system of inequalities in Russia is the result of
the rapid impoverishment of a large part of the population—and for the two
lowest deciles, absolute impoverishment, over a relatively short period of
time. Moreover, the grounds for a sharp deepening in social differentiation
are totally illegitimate in the eyes of the overwhelming majority of the
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population and are not connected with the labor efforts of the most success-
ful part of society.

This is why the relatively favorable picture with inequalities in Russia as
compared to other BRICS countries and the situations with poverty and
inequalities in Russia cannot be considered satisfactory with account for the
current stage of Russia’s economic development and the previous historical
experiences of its population. We can say, moreover, that this situation is
frankly dangerous.

The danger of the situation with inequalities in Russia can be explained
not just by Russians’ dissatisfaction with deepening inequalities in the
country, which is fraught with a growth in social tension and risks of
sociopolitical instability. Its main danger lies elsewhere. The connection
between the depth and nature of the distribution of inequalities and the
development of the population’s human potential, which has a direct impact
on the pace and prospects of economic development in a given country is
well-known. It is no coincidence that the Human Development Index (HD)

Table 6

Distribution of Total Cash Income and Characteristics of the Differentiation
of Cash Income in Russia’s Population

By groups of 20%, in %

Year
First (with the lowest

incomes) Second Third Fourth
Fifth (with the
largest incomes

Gini
coefficient

1970 7.8 14.8 18.0 22.6 36.8
1980 10.1 14.8 18.6 23.1 33.4
1990 9.8 14.9 18.8 23.8 32.7
1995 6.1 10.8 15.2 21.6 46.3 0.387
2000 5.9 10.4 15.1 21.9 46.7 0.395
2005 5.4 10.1 15.1 22.7 46.7 0.409
2012 5.2 9.8 14.9 22.5 47.6 0.420
2013 5.2 9.8 14.9 22.5 47.6 0.419
2014 5.2 9.9 14.9 22.6 47.4 0.416

Source: Russian Federation Federal State Statistics Service, Distribution of Total Cash Income
in the Population in 2014, table 7.10; available at http://www.gks.ru/bgd/regl/b15_11/IssWWW.
exe/Stg/dOl/07-lO.htm (accessed December 9, 2015).
Note: According to the RF Federal State Statistics Service, this assessment is based on the
materials of a survey of household budgets and the macroeconomic indicator of per capita cash
income.
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has in recent years been replaced with the Inequality-adjusted Human
Development Index (IHDI). Indicators of this index show that Russia is
bearing significant losses in terms of the quality of its human potential due
to existing inequalities, especially inequalities in income. Moreover, data
show that Russia has the lowest IHDI indicator for the past quarter century
out of all BRICS countries, excluding South Africa (Table 7). Of course,
this could be explained by the “base effect”—that the quality of Russia’s
human potential was initially higher than in other BRICS countries.
However, the corresponding indicator in Russia (1.08) lags significantly
behind indicators in all groups of countries separated out taking into
account their IHDI levels, including countries with the highest indicators.

If we look at which group of countries Russia falls into taking into
account the models of distribution of inequality typical of it in society, look
at the IHDI indicators more broadly, and ignore changes in this indicator,
then the picture looks moderately optimistic. On the one hand, from this
standpoint the structure of inequalities in Russia cannot be classified under
either the African or Latin American models. But this can hardly be
considered a great achievement given Russia’s level of economic develop-
ment. On the other hand, this structure also cannot be classified under the
European model or the inequality models existing in other former Soviet
countries. Instead, we can say that this example of the distribution of
inequalities is further confirmation of the thesis that “Russia is not
Europe,” and this “not Europe” signifies that in civilizational terms
Russia is closer to the more advanced Asian countries than to Western
countries, especially considering the fundamental nature of this indicator
as a unique feature of the distribution of inequalities in society. However,
on the basis of our classification of the distribution of inequalities in
society, it would be more correct to say that a unique model of this
distribution is specific to Russia.

What exactly are Russia’s unique features? In addition to indicators of
the unique aspects of the distribution of inequalities (reflected in the R/P,
the Gini coefficient, etc.), to answer this question, we must also keep in
mind the distribution of key nonmonetary inequalities in society, namely,
inequalities in education and access to high-quality medical assistance
(inequalities in life expectancy provide indirect proof of this).
Considering how difficult it is to obtain data for a large-scale intercountry
comparative analysis by type of inequality, as an indirect indicator we used
losses of a country’s human potential as a result of the depth of the
corresponding inequalities (Table 8).29

The data in Table 8 make it possible to characterize each of the models
of the distribution of inequalities cited in it. We start with the typical
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American model, which is characterized by very high HDI indicators and
comparatively high indicators of losses from inequalities in comparison
with other countries. At the same time, this model combines low indicators
of losses in human potential due to inequalities in education and life
expectancy with fairly high (24.1 percent) indicators of income inequalities.
This same tendency toward high income inequalities is demonstrated by the
quantile coefficient of differentiation and the Gini coefficient, indicators
that are higher in the United States than in all other groups of European
countries.

In the Scandinavian model, all the indicators of inequality are much
lower than in the Western European or, even more, the North American
models. As a result, its IHDI is very high and outstrips analogous indicators
in the United States, while losses from human potential for each of these
indicators are half as much as in the United States. Moreover, Scandinavian
countries are close to the United States in terms of GDP per capita, while
Norway even exceeds them.

Countries with the European model of the distribution of inequalities fall
somewhere between West European countries and the United States.
Inequality indicators in them are usually within the range of 4.3–4.4 by
the quantile coefficient of differentiation and 28–30 by the Gini coefficient,
while losses from inequalities in human potential are basically the same as
in the Scandinavian model (inequalities in education are slightly less, while
inequalities in income are slightly greater).

The South African model is characterized by higher inequalities than in
countries forming the “nucleus” of Europe, including losses in human
potential from them and, accordingly, by a lower IHDI. However, these
losses are not so great in comparison to Asian, African, and Latin American
countries.

In terms of distribution of inequalities, postsocialist countries fall into at
least three groups.

The first group of postsocialist countries includes European countries
like Slovenia, Slovakia, Hungary, Belarus, Ukraine, Serbia, and Bulgaria,
and the indicators for the model of the distribution of inequalities in society
are overall close to the European model. They have low indicators for the
quantile coefficient (3.6–4.8) and the Gini coefficient (26.0–31.2). The
structure of losses in HDI from accounting for the distribution of inequal-
ities in life expectancy, education, and income in these countries is also
close to the European model. Considering that the majority of these post-
socialist countries are characterized by a significantly lower GDP per capita
than Austria, Germany, and other countries forming the “nucleus” of the
European model (in terms of this indicator, they are closer to South
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European countries), this distribution of inequalities is evidence of their
close normative and value-based proximity to West European countries in
this relationship.

The second group of postsocialist countries (Poland, Estonia, Latvia,
Lithuania, and Romania) are characterized by higher indicators for the Gini
coefficient and overall IHDI losses from inequalities in general than those
found in the European model and the first group of postsocialist countries.
In this sense, the countries in this group more resemble other groups of
countries on the geographical periphery of the “nucleus” of old Europe,
namely, South European countries. However, because of their socialist past,
HDI losses due to inequalities in education are much lower than in South
European countries; as in South European countries, losses from inequal-
ities in life expectancy are relatively low (9 12.6 percent). As a result, their
IHDI is quite high (0.687–0.77), and they reproduce the situation typical of
countries with a very high IHDI in terms of the model for loss in human
potential from inequalities.

The third group includes socialist countries located at the crossroads of
Europe and Asia or Central Asian countries like Armenia, Azerbaijan,
Kazakhstan, Uzbekistan, Mongolia, Tajikistan, and others. This group is
characterized by indicators for the quantile coefficient for differentiating
income and the Gini coefficient that are closer to the second group of
postsocialist countries and South European countries. This group also has
low inequality indicators in education and much higher losses from inequal-
ities in life expectancy than are seen in the above groups. Thus, total losses
in human potential due to inequalities in this group are noticeably higher
than in other postsocialist groups but are still relatively low compared to
countries in Africa, Asia, and Latin America, and do not exceed 18.4
percent. In this sense, the group sits squarely between the above groups
of countries and developing countries in Africa, Asia, and Latin America
that have no experience with socialism. This demonstrates how significant
sociocultural factors and past historical development are for the inequality
model.

Significantly, the Russian inequality model matches none of the models
described above. Russia has more profound income inequalities than
Europe and the vast majority of postsocialist countries (which is reminis-
cent of the situation in the United States in terms of economic inequalities)
and average indicators of losses due to inequalities in life expectancy. In
fact, Russia most closely resembles Georgia out of all the post-Soviet
countries in terms of the depth of inequality throughout society as a
whole and not just along the margins of income distribution. Meanwhile,
the country that is closest to Russia in terms of the inequality model is
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Turkey, which is also at the crossroads of Europe and Asia, and is generally
well off in comparison to most Asian countries (even though it has a much
lower GDP per capita than Russia).

The data in Table 8 clearly show that Russia differs significantly from all
the other BRICS countries in this regard. It basically cannot be compared to
Brazil, India, or South Africa in terms of distribution of inequalities. When
measured using the Gini coefficient, income inequality in China is some-
what more profound than in Russia. At the same time, however, losses due
to inequality in the quality of human potential are many times higher there
than in Russia due to the large share of the population living in profound
poverty. Losses in IHDI due to inequality in life expectancy are also much
higher in China. Furthermore, in China inequality has a highly depressive
effect on all components of the IHDI index that is many times higher than
for models of the so-called Western or even postsocialist paths of develop-
ment. In regard to this effect, the greatest roles are played by inequalities in
expected life expectancy and education, and not in income.

The picture is significantly different and in many ways paradoxical in
India. There, relatively low (approximately as in Belgium) indicators of the
Gini coefficient and the quantile coefficient combine with profound social
inequalities in polar opposite groups of the population—there is a reason
that of all the BRICS countries, India has the highest share of people whose
per capita incomes amount to less than purchasing power parity (PPP)
$1.25 per day. As a result, inequalities contribute the most to the drop in
IHDI compared to the HDI. The main explanation for this picture is that
India is in the early stages of urbanization and industrialization, as shown
by the profound level of preindustrial poverty and the low share of indivi-
duals with a secondary education.

Overall, the Chinese and Indian models for determining inequalities in
society are unique in nature and, like the Russian model, have no analo-
gues. At the same time, Brazil and South Africa are typical representatives
of the Latin American and South African models. Among the unique
features of the Latin American model are extremely high indicators of the
Gini coefficient and high losses in human potential due to inequalities in
education, and especially in income. The distribution of inequalities, parti-
cularly in income, in this model is such that both society as a whole and its
highest and lowest groups are characterized by profound inequalities, while
a large share of the population lives in profound poverty. These unique
features are also quite typical of Brazil.

The African model (excluding Middle Eastern countries, which have
their own model) is characterized by extremely high indicators of loss in
human potential due to inequalities in life expectancy that are not typical of
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other models and inequalities in education and income that are just as
serious as they are in Latin America. Moreover, in South Africa, these
unique aspects of the African model are seen even more vividly than they
are in other large African countries.

Thus, we can conclude the following.

1. When we speak of poverty, both the specific nature of poverty itself and
methods of combating it in BRICS countries depend primarily on the
stage of development (historical epoch) of these countries as they move
along the path toward modernization reform, primarily urbanization and
industrialization. It is the specific nature of this stage that determines
how various types of poverty are combined in a given society. The
unique institutional features (regulation of internal and external migra-
tion, agricultural reforms, etc.) of these countries also play a large role
in determining this specific nature. Thus, each BRICS country, includ-
ing Russia, has its own specific combination of various types of poverty.

2. The main unique aspect of “poverty in Russia33n” is its exceptional
heterogeneity, which is due not only to the continuation of Russia’s
multistructured economy but also to the colossal differences in levels of
socioeconomic development in its regions. This aspect makes it difficult
to fight poverty in Russia because the combination of various types of
poverty varies widely by region. However, it is impossible to fight
poverty at regional levels because the key tools in this battle (investment
policy, employment policy, migration policy, tax policy, social policy)
are managed mainly by central government authorities, and it is speci-
fically federal structures that must make fullest use of these tools to fight
poverty in Russia.

3. The following key instruments must be used to fight poverty within the
framework of federal socioeconomic policy:

● investment policy, the most important course of which must be to
change the proportion of jobs in favor of reducing the share of low-
skilled and low-paid labor;

● employment policy, within the framework of which the state must
undertake the functions that are carried out by unions and other
workers’ associations in developed countries, namely, regulating mini-
mum hourly wages for various types of workers by raising their
minimum indicators by a factor of 1.5 times the regional subsistence
minimum for the corresponding categories of workers;
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● a migration policy that offers “occasional” work with an influx of
migrants into local labor markets and that takes the situation in various
segments of these markets into account, with the simultaneous sharp
curtailment of illegal migration;

● a tax policy that introduces deductions in the amount of the regional
subsistence minimum for minor children, stimulates, on a sliding
scale, any attempts of the population to create a safety net in the
event of unexpected adversity (primarily, the use of insurance forms
such as life, health, residential, and property insurance), and provides
the opportunity for people earning less than the median income for
their type of location to lower their tax rates;

● an education policy aimed at strengthening education quality in rural
areas and small towns and at increasing access to and quality of
various levels of professional training, as well as its accessibility to
certain categories of young people if they enter into contracts binding
them to “work off” the education they received;

● a social policy aimed at reducing the abundance of inequalities and
creating a level playing field for children, young people, and people
who have inadvertently fallen on hard times (losing a breadwinner,
becoming disabled, etc.).

Without a doubt, this is a novel set of tasks to fight poverty that will be
quite complicated to manage. However, the experience of developed
countries shows that all these tasks are fully realizable and specifically
these types of activities are more effective than improving the social
welfare system and have also started to play a growing role in combating
poverty in all the countries conducting active policy in this area.

4. The situation with inequalities depends on a given country’s current level
of socioeconomic development less than the situation with the combina-
tion of various types of poverty, although the level of socioeconomic
development is, of course, very important. The most important factors
determining the inequality model are the unique features of the norma-
tive value system characteristic of various civilizational areas and past
historical experience.

5. The situation with inequalities in Russia is unique and indicates that,
from the standpoint of its own model of inequality distribution, Russian
society is following its own path, even though it is closer to the more
advanced Asian countries than it is to European countries at a similar
stage of economic development. Moreover, Russia’s model has nothing
in common with the model typical of African countries and is very far
removed from the Latin American model.
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6. The aspects of inequality distribution in Russia that make it stand out
against other developed and developing countries are: (1) high income
inequality (by European standards) throughout all of society; (2) low
incomes for the middle strata of the population; (3) relatively superficial
income differences in comparison to other BRICS countries; (4) the
lowest indicator for growth in the quality of human potential over the
past twenty-five years of all the BRICS countries, specifically due to the
situation with inequalities. At the same time, though, Russia differs
greatly from other postsocialist countries and is following a unique
“Eurasian” path that takes it closer to countries like Georgia and
Turkey than to former Soviet countries or BRICS countries.
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