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1. Introduction

Widespread poverty – either measured in the narrow sense of low income or understood in broader terms of multi-dimensional well-being – is a recognized problem in Russia. Recent economic growth, if made beneficial to the poor, could provide an effective mean of poverty alleviation. It is accepted by most economists that economic growth tends to reduce poverty, at least in absolute terms, by lifting the entire distribution and hence leaving smaller fraction of population below certain fixed level of income. Relative poverty is not necessarily lowered by economic growth, however.

It is mentioned by many researchers (Blank and Card (1993), Aghion et.al. (1999), e.g.) that up to the 80-ies economic expansion helped the poor more than the rich, thus leading to narrowing income distribution and decrease in poverty. Recent episodes of economic growth, however, were accompanied by increasing inequality, and hence only very modest decline in poverty. 

The explanations for the weakened relation between growth and poverty reduction mentioned in the literature are demographic changes
, a weaker attachment of the poor to the labor market and the increased wage inequality in the labor market. It is argued that the observed stability in the overall distribution of incomes in many countries is the net result of the growth in earning inequality offset by the equalizing effects of income transfers (Sawhill (1988)). 

The increased wage inequality observed in the labor markets of many countries, with wages of less skilled workers growing more slowly than average wages in the economy, initiated numerous studies. It is believed by the majority of scholars that the innate reason explaining the observed wage dispersion is the skill-biased nature of technological progress. Trade liberalization and changes in organizational structure of the economy, which accompanied technological progress in recent years, are believed to strengthen the effect. 

Another important feature of economic development worth mentioning is the influence of business cycle fluctuations on poverty. Sawhill (1988) argues that there is evidence that recessions have a disproportionate impact on the poor and widen the distribution of income. A decline in demand during recession causes not only higher unemployment but also a reduction in hours worked, a drop in labor force participation, and slower real earnings growth, thus adversely affecting family incomes. These effects are not spread evenly across different income groups: the relative income losses suffered by the working heads of poor families during period of high unemployment are found to be almost three times as large as the losses of middle-income families. This could cause (temporary) increase in poverty even if measured in absolute terms. At the same time, cyclical changes in unemployment only indirectly translate into changes in the distribution of family income since, first, the burden is spread across other family members, including those working, and, second, there is an added worker effect of increased labor force participation and hours worked of other members of the family. 

Causes of the rise in earnings inequality, both across and within demographic groups, occupations and industrial sectors, are not well understood yet. The most often cited determinants of increased wage dispersion are changes in natural unemployment rate and shifts in industrial and occupational structures, including the increased number of bad jobs. 

Economic growth during the past two decades was associated with trade liberalization, technical change and emergence of new organizational forms. Relative demand for skilled labor was steadily increasing due to the skill-biased technological change mainly, with trade and organizational changes playing minor roles (Aghion et.al. (1999)). Trade would induce a reallocation of labor between low-skill and high-skill industries. In contrast, skill-biased technical change would induce a shift in labor demand towards skilled labor within all industries. Within component is found to account for seventy per cent of the rise in white-collar share in employment between 1979 and 1987 in the US, and for more than eighty per cent in the UK (Aghion et.al. (1999)) At most 15 per cent of the growth of college-non-college wage differential in the US is due to trade (imports) (Ibid). 

Another important finding is that around 60% of the total increase in wage inequality over the past twenty years is within groups of individuals with the same education and experience. The explanation suggested is the role of ability in increasing transferability of skills: the increase in the rate of technical change increases both return to ability and education, resulting in a rise in skill premium and in wage inequality within educational groups (Aghion et.al. (1999)).  

Organizational changes observed are skill-biased themselves: non-hierarchical firms relying upon direct horizontal communication among workers and on task diversification require multi-skilled agents. Hence, if educated workers have a relative advantage at multi-skilling, they will get premiums in such organizations (Aghion et.al. (1999)). Empirically, however, organizational change is found to have an ambiguous impact upon wage inequality.

The feedback effect of inequality on growth is not clear. It was accepted for a long period that inequality is good for growth. A series of recent empirical papers find a negative correlation between growth and inequality, however. It is shown in Aghion et.al. (1999) that wealth inequality may be bad for growth when capital markets are imperfect and agents are heterogeneous, or when some agents suffer from institutional limitations in the access to investment. Stark (2004) argues, however, that an increase in the inequality of wealth prompts a stronger quest for status that in turn fosters the accumulation of wealth. For a given level of a population’s wealth, the corresponding aggregate measure of want of social status is shown to be positively related to the Gini coefficient of wealth inequality. Hence the Gini coefficient and growth are positively correlated, holding the population’s wealth constant.
Migration can be interpreted as, and often is, a response to, or an escape from, poverty. Viewed this way, migration is an outcome. The breakthrough approaches proposed by Professor Stark in a series of papers which draw on methodologies and perspectives beyond economics (for example social psychology), and explore contexts that are beyond the individual's (for example, family and community contexts) inquire how migration can be turned into a policy instrument for alleviating poverty and increasing social welfare (both at origin and at destination). Viewed this way, migration is an input. The proposed below research agenda seeks to develop a solid theoretical foundation that will serve as a sound base for policy design. 

2. Research Objectives
The main idea of the project is to study effects of economic growth on household welfare, and hence poverty, via its influence on labor market, and changes in employment and wage patterns in particular. The role of various types of mobility is to be studied as well.

The precise topics to be investigated will depend on the preferences of students. We allow for the possibility of both a theoretical and an empirical work. 

Theoretical papers could utilize the breakthrough approaches proposed by Professor Stark in a series of papers. It is stressed in the papers that mobility can generate negative externalities at both origin and destination, which migrants do not, and indeed cannot be expected to take into consideration when choosing what is individually optimal for them. The proposed research aims at identifying ways of exploiting the externalities and indeed, in different contexts, of enhancing them, though in a controlled way: to encourage migration of skilled workers as a means of raising the average level of human capital at origin or as a tool of fostering productivity-enhancing technological changes at destination; to tolerate illegal migration more when the illegal migrants originate in lower-wage-at-origin countries. Indeed, since policy formation can benefit from a close link-up with the analytics of mobility, our research will in due course provide a revised menu of policies that will render it possible to use migration and mobility as catalysts of desirable changes rather than address migration and mobility as hindrances to human betterment.
The topics of theoretical papers could include the following: mobility and relative position in a group; migration and human capital formation, migration as a policy tool for formation of socially optimal level of human capital; migration as a policy instrument to alleviate poverty.

The empirical topics could cover questions such as transitions in and out of poverty; the relation between low incomes, ill-health and social exclusion; causes of the rise in earnings inequality, both across and within demographic groups, occupations and industrial sectors; estimation of elasticity of family earnings and income with respect to unemployment; sensitivity of labor force participation of the poor to changing economic conditions, aggregate and disaggregate (in different groups).

Data drawn from the Russian Longitudinal Monitoring Survey (RLMS) (Rounds 5-11) matched with regional data will be used mainly for empirical papers. The new data source NOBUS, which is both nationally and regionally representative for 46 out of 89 Russia’s regions, is expected to be publicly available soon and hence can be used to study various aspects as well.

3. Specific Research Topics

Theoretical

· Mobility and Relative Position in a Group. The direction of research is to study variables that generate migration and mobility other than the wage differential. In particular, it is not only income itself but also the satisfaction arising from the group affiliation, which impinge on well-being. The pleasure or dismay that arises from group membership can be captured in a number of ways, and relative position is an appealing measure. A plausible response to transacting in a market that confers an undesirable outcome is to transact in another market (when the latter exists and participation in it is feasible). Migration could be serving to reduce the relative deprivation. 

The study of the role of relative deprivation in migration behavior will enable us to link an "economic" variable with a "sociological" variable in a manner that will provide a sounder social science foundation for policies aimed at modifying migration outcomes and consequences. 

· Migration and Human Capital Formation. Migration is associated not only with the transfer of the human capital that is embodied in migrants but also with a loss of human capital (country-of-origin-specific human capital that is not transferable to the country of destination), and with the acquisition of human capital, both in the wake of migration as well as in anticipation of migration. This perspective guides the proposed work on the economics of the brain drain, the role of human capital in the labor market performance of migrants, and the variation in the labor market performance of migrants by the composition of the migrants´ human capital. In addition, the human capital that migrants bring along typically changes the composition (variance) of the human capital at destination. This increased diversity could be conducive to innovative activity and growth-promoting technological change. Hence, the objective of this direction of research is to study the role of human capital in migration (and in other forms of mobility) as well as the role of migration in human capital formation.

· Incentives vs. Attributes and Migrants’ Performance. This direction of research could study wages that migrants do not earn as determinants of migrants’ performance. This interest emanates from a perception that in accounting for migrants’ performance in the labor market and in general, incentives are of no lesser potential explanatory power than attributes. And the wages that migrants had given up but could be theirs if returning shape their choices, behavior, and preferences. The lower the alternative home-country earnings, the harsher the penalty that illegal migrants are subjected to upon return, for a given probability of expulsion, and the higher is the level of effort that they will exert at destination. As a result, a country that hosts illegal migrants who come from poorer countries will tolerate illegal migration more than a country that hosts illegal migrants who originate from countries that are less poor. A variation of countries of origin of migrants to Russia provide additional interest to the topic (migrants from the Caucuses vs. migrants from the Central Asia, e.g.)

· Some Aspects of the Political Economy of Illegal Migration. If a larger investment in specific human capital enhances productivity, earnings, and tax revenues, the government of the host country will want to induce and encourage such investment. One policy tool that is in the government’s hands is the probability of naturalization, assuming that a higher probability elicits a larger investment in host-country-specific human capital. The objective of this direction of research is to study the dynamics of socialization and integration as processes that are governed not only by qualifications but also by inclinations.

Empirical
· Transitions Into and Out of Poverty. Using the RLMS panel for 1994-2001 and the framework developed by Bane and Ellwood (1986), the probabilities of moving in and out of poverty will be studied and the reasons why some households remain in poverty while others escape will be investigated. The relevant factors will be divided into three groups: macroeconomic factors, which affect household’s welfare and decision making; regional factors, and individual‑specific effects. Among others, the elasticity of family earnings and income, and hence, poverty, with respect to unemployment will be studied. Generally, poverty is found to be very sensitive to unemployment. The relation between low incomes, ill health and social exclusion could be studied here as well.

· Labor Force Participation and Poverty. Decisions to participate in the labor market will be studied using RLMS data, with special attention to the labor force participation of the poor. Sensitivity of labor force participation of the poor to changing economic conditions, aggregate and disaggregate (in different groups) will be studied. NOBUS utilization would allow studying choice across forms of employment (employee at firm/organization, employee of natural person, family enterprise employee, entrepreneur, etc.).

· Inequality in Labor Earnings and Inequality in Family Incomes. Various measures of inequality in household income will be utilized to measure inequality in Russia in 1994-2001. Decomposition techniques will be used to unfold the factors explaining income inequality across households, with special attention to changes on labor earnings. Causes of the rise in earnings inequality, both across and within demographic groups, occupations and industrial sectors will be studied. RLMS and NOBUS (if available) databases will be utilized.

· Income Distribution and Mobility. As stressed by Stark (1990, 1999), socio-psychological factors are important determinants of human incentives. In particular, the relative position in income distribution could be a factor, which generates mobility and migration. It is interesting to test whether occupational mobility is explained solely by the wage differential between occupations (corrected for unemployment probability) or the relative income position within occupation group is a factor as well. Alternatively, variation across people with respect to subjective perception of their position in society using a series of subjective questions in RLMS could be utilized.

· Increase in the Inequality of Wealth and a Quest for Status. Based on Stark (2004) one could empirically estimate the aggregate measure of want of social status on RLMS data and analyze the dynamics of the measure throughout the period.  
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� Postwar demographic changes in the US – the increased proportion of households headed by women and by unrelated individuals as compared to the proportion headed by prime-age males – are believed to have counteracted the policy measures to fight poverty since the categories were more vulnerable to poverty.
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