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In the modern context, under the change of employment system of population, we canobserve
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physical capital is decreasing and the socity is searching for additional sources, inner reserves
of economic groeth of the country. One of them is considered to be the level ofeducation of
population. Education can cause indirect effects in the form of externalities, which can result
in monetary and mom-monetary value. In this context, great attention at themoment is paid
towards the advence of human capital asthe driver of economic growth. Investments in
educationare seen as investments in the quality of human capital. The higher is the level of
education of population, the higher is the demand for labor force, the higher is the rate of
economic growth of the country. At present, we see the vital necessity of implementing
reforms in the sphere of education fro economic prosperity in the country.
Hypothesis:
1. Human capital is the driver of economic growth;
2. The level of economic activity of population is increasing as the level of education is
increasing;
3. The status of Russian educational institutions should coincide withthe real level of
education taught there;
4. Russia has reached the worldwide average level of human capital usage.
Methodology:

Economics of Russian Federation faces great disbalance between the demand of economics
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In order to test the defined hypothesis will be used general-theoretical methods: system
analysis and complex approach, deduction, induction, idealization; methods of processing
and systematization of data: analogy and analysis.
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INTRODUCTION

Over the last years the world economy became increasingly dependent on the science
and advancement of education. The adoption of technology leads to the enhancement of the
concept of human capital, in turn, just skilled labor force is able to introduce innovations and
generate the effective functioning of economic system under current conditions. Essentially,
developed countries focus on the formation of innovative economy and the knowledge
economy1, giving great importance to the level and the quality of education that affects
economic growth and income differences on the regional and country levels. In such a way,
the human investments and investments in the sphere of education are becoming the most
important factors of development.
The idea of developing human abilities in the form of investments was already
proposed by the classics of the political economy such as Adam Smith, William Petty and
David Ricardo. By the end of XX century, people began to speak about the dominance of
knowledge over the physical labor. Initially, the concept of human capital was perceived as
the ability of people to produce goods and services (Thurow, 1970). Over the years people of
intellectual labor became more competitive and more demanded on the market. For a long
time, human capital was considered as a pure social factor, but Theodor Schultz (1971)
proved the value of the human investments by turning it into productive factor of
development. That is why the accumulation and reproduction of the knowledge, obtained at
the university, are generating the economic growth of the country. The essence of human
capital theory lies in the fact that the investments in education and healthcare create human
capital in the same way as expenses on the equipment and materials create physical capital. It

1

Knowledge economy is a system of consumption and production which is based on the intellectual capital
(tangible and intangible assets).
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stands to reason, that investments in education are treated as the investments in the quality of
human capital and are defined, predominantly, by the level of education in economic system.
At present, innovative processes integrated in the system of higher vocational
education as well as in the social development of the society in the Russian Federation. The
country proclaimed transition to innovative way of development, however, result cannot be
achieved without the reformation of national innovative system on the global scale. That is
why the stability and effectiveness in the functioning of the system of education, especially in
the sphere of higher vocational education, is considered to be the strategic state objective, the
implementation of which greatly influences the social stability and competitive growth of the
country. This transition demands the reeducation of existing specialists and the introduction
of innovations in education. The universities of the country are responsible for the
implementation of these tasks while state is given control function. The question is whether
the system of education is capable of providing demanded education and what changes
should be made to response these challenges? To put it other way round, can the system of
education function effectively under the current conditions and become the factor of
innovative economy?
The change of the development path in the economy of Russia and the demand for
reformations in the sphere of education defined the topic of the thesis. The work is aimed to
analyze the dependence of economic development of the country on the level of education
among population in different regions and country in general.
The main claim of the thesis is that human capital is the driver of the economic
growth in the Russian Federation. At present, the country is passing transitional period to the
market economy, the main condition of which is the competitiveness, in turn,
competitiveness is reached by the investments in human capital. In other words, the more
intensive are human investments, the more efficient is the output.
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In part, thesis claims that more practical trainings, implemented in the educational
process, result into more efficient labor force for the country. In the existing model of
education, majority of academic disciplines are conducted in the form of lectures and
seminars where no place is left for practical implementation of the theoretical knowledge.
In the work is argued the fact that the higher is the educational level of population, the
higher is the demand for the labor force and, consequently, the higher is the rate of economic
growth of the country. In general the population of the country is characterized by rather high
level of education, but more emphasis should be made on the qualitative aspect of the
problem in order to reach the stated result. Moreover, the higher is the level of education the
less is the difference in employment of men and women, the higher is the labor capacity of
the county.
In order to estimate the effects of education on the economic growth models like
Solow-Swan Model, Harrod-Domar or endogenous growth theory can be applied. But
frequently, the estimation of socioeconomic effects in mathematical way seems problematic
and sometimes even impossible due to the fact that socioeconomic processes are affected by
many factors. On this ground, thesis is presented in the form of socioeconomic research. In
the work qualitative approach is used with the purpose of analyzing the problems stated
above in the form of observation and systematization. As the practical part is based on
statistical data, the thesis uses data analysis, the method of comparative analysis, logical and
graphical methods.
In the thesis the literature dedicated to the concept of economic growth and the
influence of human capital on the economic growth is used extensively: the works of
scientists who made the pioneering work in the sphere of human capital Garry Becker (1964)
and Theodor Schultz (1971), also Barry R. Chiswick (1966) L. Thurow (1970), Y. BenPorath (1967), Mary J. Bowman and Arnold C. Andrsen (1965), Wayne F. Cascio (1986) A.

13

De-Grip and J. Van Loo (2001), E. Hanushek and L. Woessman (2008, 2010), Y. Korchagin
(2012), A. Koricky (2012), E, Lyashenko (2012), J. Mincer (1958, 1962), Thomas A. Stewart
(2001), W.L. Hansen (1963); the works and elaboration in the labor economics by Gordon L.
(2010), Philip H. Mirvis (1993), R.Rosen (1972), P. Schlender and Y. Kokina (2002); the
official reports of UNESCO, World Bank (2012,2013) and United Nations (2010, 2013); the
official websites of Ministry of Education and Science of the Russian Federation (2012),
Ministry of Economic Development of the Russian Federation (2010) and Bologna Process
(2003, 2007). The practical part is based primarily on the statistical data taken from the
official federal agency Rosstat (2015).
The thesis has linear structure containing three chapters. The theoretical part discusses
the concept of human capital, by emphasizing the increase of labor efficiency and growth of
income (Mirvis, 1993). The concept is treated as special form of capital2 by introducing its
specific aspects and claiming that those countries which fall behind scientific and educational
development have to spend more money on the development of physical capital in order to
keep the growth of national output, while the countries with focus on intensive development
of human capital have the best index in economic growth and the best income distribution. At
the moment, innovations are becoming the dominant idea of the state in the sphere of
education in the country, while integration of universities and innovative sectors of
economics is the priority area of modern Russian higher system of education. In the
connection with the chosen case study, the last part of the chapter discusses the features of
Russian system of education, paying attention to the structure of the system and the changes
caused by the accession of the country to Bologna Process.
The theoretical framework is applied in the second chapter in the form of comparative
analysis to examine the level of education, differences in income level and the qualitative
2

Human capital is considered to be special form of capital as the profit is generated by the mental ability of the
individual.
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vocational structure of labor among the Federal Subjects of the Russian Federation. It argues
that the socioeconomic differentiation among the Federal Subjects is becoming the problem
for the development of education that results into unskilled labor force providing for the
market and influence the economic development on the regional and national levels. Income
inequality is treated as the result of economic inequality while equalization is perceived as the
vital task of the country that is determined, on the one hand, by Soviet traditions, on another
hand, by the orientation on the model of commonwealth in the continent Europe.
Differentiation in income level is initially explained and then proved on the ground of
geographical, political. professional, demographic, status and socioeconomic factors. Also
much attention is given to the problem of the disbalance on the labor market, in this regard,
different aspects of the problem are tested and interpreted that gives ground to explain the
created situation.
The last part contains selected recommendations to the problems and negative effects
disclosed by the means of analysis, conducted in the previous chapter, regarding

the

functioning of the system of education. The possible ways of improvements are focused on
the democratic aspect and on the implementation of public policy in the sphere of education.
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CHAPTER 1. THEORETIC CONCEPT OF HUMAN CAPITAL
1.1. MODERN NEOCLASSICAL THEORY OF HUMAN CAPITAL
The concept of human capital and its theory appeared in the latter half of XX century
as the response of the economic science to challenges, accelerated formation of innovative
economy3, postindustrial and knowledge society. Initially, human capital was defined by
Lester Thurow (1970) as the ability of people to produce goods and services. The role of
specialists and the workers of intellectual labor in modern economy and in the society
increased gigantically, while the role and share of unskilled labor decreased when the
formation of the knowledge economy started. Essentially, consumption and investments are
mutual outputs of human activity for supporting animated existence.
On the first stages of existence, the concept was limited by the knowledge and ability
to work. For a long period of time human capital was considered to be purely social factor of
development and investments in education were perceived as nonproductive and costly ones
from the perspective of economic theory. Starting from the latter half of XX century the
attitude to human capital and education was gradually changing. By that time Theodor
Schultz (1971) introduced the concept of human capital as productive factor and contributed
a lot to confirm the role of human capital as the main driver and foundation of industrial,
postindustrial and innovative economy.4 It was proved that the main human investment
performance is the accumulation of person's ability to work, workmanship in the society,
health care activities and the like.
In the modern theory, meaning of human capital can be considered from narrow and
broader point of view. As noted above, socioeconomic category human capital was formed
gradually and, initially, human capital included just investments in special education. In
3

Innovative economy is the type of economy based on the knowledge and permanent technological
development
4
Schultz was the first who proved that human capital can be accumulated and reproduced.

16

narrow meaning human capital is often called educational human capital. At the end of XX
century World Bank proposed new concept to measure national wealth of the country by
including other aspects5 in analysis. Later human capital comprised investments in parenting,
education, science, public health, informational service culture, art and other constituents
(Figure 1). In sum, human capital in broader meaning is the share of innovative economy and
its performance to the economy of the country in general. Doing so, national human capital
can be assessed by qualitative approach which simplifies computations and makes it more
exact.
FIGURE 1. The sources of national human capital formation in broader meaning.
Civil society and
economic freedom

External inflow
of human capital

Knowledge

Institutional
service

Culture and art

Human Capital

Data service

Upbringing
Science
Institutional service
Healthcare
Exogenous inflow of
human capital

Security
Entrepreneurial ability
and entrepreneurial
environment

Education
Entrepreneurial ability
and climate

Source: Korchagin, 2012.
In general, basic constituents of human capital are mentality, which includes traditions
and culture of people; healthcare, quality of education, accumulation of knowledge, which
includes the level of science development and the competitiveness of accumulated
knowledge; competitiveness and economic freedom, business and population security.
At present time in theory and in practice human capital falls into individual, firmspecific and national (Figure 2)

5

World Bank proposed to include produced capital, natural capital and human, social and institutional capital.
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FIGURE 2. Classification of human capital.
Human capital
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Source: Korchagin, 2012.
Otherwise, Becker (1993) divided human capital into general and specific one. He
emphasized particular importance of special training including acquiring of specific
knowledge and skills in the companies and firms. It became clear that special training of
workers forms competitive advantage, unique and significant characteristics of its output,
market behavior and image. Primarily, firms and corporations have stake in providing special
training that is why they finance it. By no means, education is the basis of revenue increase,
wage labor, employers and the state in general. Over the years financiers and enterprisers
began to perceive investments in education as perspective investments yielding a return
(Schultz, 1971).
Economically, worker is the combination of one unit of simple labor and the known
amount of human capital invested in him (Becker, 1964). The wage of the worker is the
composition of market price of his simple labor and the revenue from human investments. In
what connection, the main part of the revenue is the result of human capital. Total
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investments are the investments in education, on-the-job training, security, health, migration,
etc.
Based on the these facts it can be stated that human capital is the synthetic and
complex socioeconomic category at the intersection of different disciplines and sciences such
as economics, psychology, sociology, history, medicine, pedagogics, philosophy and others.
As noted by Shlender and Kokina (2002), professionals, intellect, knowledge, qualitative and
high-productive labor, high quality of life, all these constituents fall under the umbrella term
human capital. The concept itself is the natural development and generalization of such terms
as human factor, labor force, intellectual capital and social capital.
In this way, human capital as economic category became pivotal concept able to
characterize and interpret many economic processes in the terms of human interests (Mincer,
1958). The creation of the concept itself started from the lowest level to the highest level that
is from the individual human capital to the national human capital. Theodor Schultz (1971)
and Gary S. Becker (1964), who got Nobel Prize6 in economics, introduced the concept of
individual human capital. Scientists for the first time ever showed the advantages of people
with special education and with special knowledge and skills over the people with secondary
general education concerning earnings. They also increased the value of education to the
level of productive investments and conducted pioneering work in performing education
itself as the main factor of development.
Significantly contributed to the formation of general theory of human capital
development Russian-born American scientist Simon Kuznets, the Nobel Prize Winner in
economics in 1971, "for his empirically founded interpretation of economic growth which has
led to new and deepened insight into the economic and social structure and process of
development" (Nobelprize.org, 2014). He was the first to introduce the concept of GDP to
6

Two Nobel Prizes in economics were awarded to Shultz T. and Becker Gary S. in 1992 for the contribution in
the development of the concept of human capital.
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economic theory and practice. Among all required and satisfactory factors of development, he
emphasized the level of accumulated national human capital. He claimed the existence of
threshold amount of accumulated human capital that allows the move towards next
technological mode.
Investments into human beings lead to the increase of labor efficiency, growth of
income which includes wage hike (Mirvis, 1993). Consequently, earnings by means of
human abilities. that are reproduced and accumulated, converts human capital into special
form of capital. The economical efficiency of the education is rather beneficial for the person
himself since he gets the additional earnings as the result of higher education. It can be
concluded that human capital is the complex of innate abilities and gained knowledge, skills
and motivation, efficient usage of which lead to the increase of earnings and other benefits
(Becker and Chiswick, 1966).
As it was stated before human capital is specific form of capital and therefore
investments into human capital have some specific aspects. They can be formulated more
precisely in the following way :
1. Human capital can be accumulated and augmented;
2. Not all investments in human capital can be perceived as efficient (investments that
are connected with corruption, unprofessional performance, etc.);
3. Age is prominent on the returns of human capital as the earlier the investments are
started the faster would be visible result;
4.

The nature of investments is determined by cultural, historical and national
traditions;

5. Key investments in human capital are considered to be investments in education
and healthcare;
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6. Investments in human capital are the most efficient ones as the object is human
being.
Human capital theory signaled reorientation of economic science from the problem of
employment and usage of labor force towards the problem of creating new qualitative labor
force that would be appropriate for the goals of modern stage of scientific and technical
revolution. At this moment, the substitution of physical and natural capital by human capital
in the national wealth and the supremacy of investments into human capital over physical one
are considered to be the prominent features for the developed and many developing countries
of the world.

1.2. INTERCONNECTION OF EDUCATIONAL PROCESS AND THE WAY
OF COUNTRY DEVELOPMENT
Strong connection between education and economic development emerged as late as
the beginning of the industrial revolution. At the time, this relationship attracted attention of
such scientists as Adam Smith, John Stuart Mill, Johann Heinrich von Thunen and others.
The last two decades showed that management science can be characterized by the
innovations and human capital resources. Already in 1960 Schultz shared his elaborations in
land economy where he made the assessment of labor force, including expenses on the
education and foregone earnings7. Compared to his colleagues Schultz (1971) considered
human capital as the crucial economic factor especially for the countries with catching-up
economic development8.
Gaining a complete understanding which position is given to education in economic
prosperity of the country, the concept of innovations should be discussed more detailed.
7

Farmers considered their children to contribute to the family budget from the earliest age than getting
education.
8
Catching up economic development is the economic strategy with the aim to overcome the gap in social and
economical level of development between developed and less developed countries.
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Concept of innovations is widely applied in the modern economic, social and pedagogical
literature. Latin innovare, innovatio means renew, change (Girard, 1990). Its active usage in
Russian language starts from the second part of the XX century9. From the economic
perspective it is not enough to define innovations just as new developments. Innovation is the
introduction of new patterns to the manufacturing activity. Innovation means any new idea,
new method or new project that is introduced to the system of traditional education. In other
words, initially, in the sociology of education innovations were opposed by traditions,
classical forms and approaches. In the context of education, innovation can be defined as the
final result of innovative activity in the form of new content, method, form of school
organization and management, or the development of teaching equipment in the sphere of
education.10
Innovativeness in the modern society, in the context of market economy11, is focused
on the commercial output, commoditization of innovative ideas and elaborations (De Grip
and Van Loo, 2002). In this regard while estimating potential of the university, it is necessary
to assume that universities should be the real leaders of innovative development. In addition,
world experience shows that a large number of innovative elaborations, that gained success,
were the outcomes of universities and university science. Very often innovative elaboration is
seen as the mission of the university alongside with education and science.
Speaking about the way of economic development in the context of Russia, innovative
way should be accepted as the strategic one (Ministry of Economic Development of the
Russian Federation, 2010). Currently, in many regions of the country infrastructures to
develop innovative activities have been created such as technical parks and business
incubators, but, unfortunately, they are not used at capacity. At the same time, some
9

The term "innovation" slightly changes its meaning due to the industry it is applied in.
In the context of modern informative, society can expect new innovations that will increase the quality of
education, its availability and efficiency.
11
Market economy is the type of economy based on the principles of free enterprise where prices are established
by supply and demand.
10
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companies are implementing them in the process of production on their own initiative. The
main reason of it is connected with the fact that employed people are not skilled enough to be
involved in such processes and very rare they are motivated to invest in themselves in order
to introduce innovations to the company's business (Rosen, 1972). As the result, the
innovative activity of enterprises is round 10.1%12 and, comparing with the year 2009, it
increased just by 0.8% (Rosstat, 2015).
It is necessary to point out that transition to market economy in Russia is not
completed yet. It started at the end of XX century as response to protracted crisis of national
economy after the dissolution of the USSR. The main element of the program was the
elaboration and provision of the effective mechanism to form labor market. Even at the
moment Russian labor market cannot be defined as fully fledged. The level of economic
activity is increasing when the level of education is increasing, as the higher is the level of
education of economically active population the higher is labor demand13. As the result, the
rate of unemployment is in inverse negative relationship to the level of education among
people with higher education. For this reason innovativeness is becoming the dominant idea
of state policy in the sphere of education in the country during the transitional period.
Integration of universities and innovative sectors of economics, especially medium sized and
big business, is the priority of modern Russian higher education, as primarily sizable
enterprises demand latest scientific elaborations for the cost reduction of turn out products
and services rendered. Nowadays these structures are in the focus of the state attention as the
function to estimate the quality of education. The remarkable thing is that sizable enterprises
are the main investors and consumers of innovative elaborations and also they are the
employers for the university graduates of the country.

12
13

Statistical data for the year 2013
In Russia more than 30% of economically active population has obtained high vocational education.
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By all means, the formation of innovative economy is the evolutional process that can
be hastened but at the same time it is impossible to implement anything new in the society
which is not prepared for it. In other words, innovative development cannot be realized
without accumulated knowledge in science, economics, education. For beneficial
implementation some basic requirements should be met: firstly, society should have sufficient
intellectual and technological potential, secondly, the number of people involved in the
innovative process should be permanently increased, thirdly, society should be able to run
efficiently functioning innovative management and, fourthly, state, business assets and
individuals should demand innovations themselves.
The fact that the countries which fall behind scientific and educational development
have to spend more money on the development of physical capital in order to keep the growth
of national output is proved by many world experts. It implies that countries with big share
of non material accumulations spend less money on production, they employ less workers
assuming they also get top results (Hanushek and Woessman, 2008). While countries with
focus on intensive development of human capital have the best index to economic growth and
best income distribution in comparison with countries that were investing into capital.
The major challenge of any state has to be an economic growth of the country.
Economic growth can be realized just by means of high technologies and accumulation of
human capital, in other words, by the transition to the knowledge economy. The ability of the
country to be the part of modern world civilization is determined by many factors which
includes the level of science development and the quality of education. Declaring
modernization course and transition to innovative way of development, country has to
increase the quality of human capital which is closely related to the educational level of
population. Key role in this process is granted to higher vocational education, which is the
social institution responsible for inheritance, accumulation and reproduction of professional
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theoretical and practical know-how. In the context of Russia, in circumstances where country
passes to market economy, can be found economic implications in the sphere of higher
education. The primary reason is the problems of higher education funding.14 It is caused, on
the hand, by introducing market mechanisms into education, on the other hand, by reduction
in public funding. The absence of sufficient public funding resulted into commercialization of
higher education.
Besides problems listed above, major threat for the economic future of Russia is the
reduction of scientific manpower. It is connected, on the one part, with the fact that many
graduates are employed not in the scientific sphere, on the other part, with the outflow of
scientists abroad. Lose of intellectual capital compromised innovative future of the country.
Existing situation, to a large extend, is determined by the accession of Russia to Bologna
Process15. Students are the most active social group able to adapt rather fast to new conditions
of life and also they obtain high level of mobility they are considered to be the subject of
migration. The process of migration is determined by numerous international exchange
programs while the goal of such programs is the internationalization of higher education and
cultural integration of young people from different countries. It is worthwhile noting that low
level of intellectual prestige in the country is the result of low material incentives.
With respect to mentioned problems, public policy in the sphere of education should
be focused on the solution of following problems:


quality and accessibility of education;



an increasing degree of educators;



integration of science and education;



raising of educational efficiency.

14

Since the dissolution of the USSR, the educational sphere stopped being fully funded and the scientists'
revenue is mainly gained from exogenous sources being employed just formally in scientific sphere.
15
Bologna Process is the creation of European Higher Education Area.
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Main condition for stable country development is the implementation of labor in the
process of production as the main resource and high unemployment control. Supply of labor
force to the market can be realized just by means of stable development of the system of
higher education and the creation of optimal mechanism for its financing. It is possible to
speak just about higher vocational education as innovative economics is based on the
knowledge and requires workers with degree.
Dominant requirement to the system of higher education is to meet the criteria of
modern labor market. The employment of graduates depends on the quality of education
received at the university16. All universities should have efficient system of monitoring which
should control the amount of graduates working with the specialization they obtained,
analyze career progress in order to find out the gaps in the training of labor and its future
improvement. As it is stated in the Concept of Target Program of Education Development for
the period 2016-2020 (The Russian Government, 2014), it is essential to implement transition
to individual lifelong education that will be available to every citizen of the country and
introduction of innovation in educational process.
The level of education influences the formation of human capital and provide with
mental vocabulary that will be used in working life. Higher education helps to adapt changing
conditions of labor force. Besides it, level and quality of education promote modernization of
economics (Mincer, 1958). Labor market and system of education are closely connected, in
fact, labor market determines the ways of the development of the educational system
(Lyashenko, 2012).
In 2010 Ministry of Economic Development of the Russian Federation introduced the
project "Strategy of innovative development of Russian Federation for the period till 2020"
(Ministry of Economic Development of the Russian Federation2010). The goal of the

16

At the same time the problem of credentialism is found rather often.
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strategy is the transition of the economy to the innovative way of development in the terms of
which the share of Russian high technological goods and services on the global markets will
reach, at least, 5-10% and the share of the companies with technological innovations will rise
up to 40-50%. In order to reach target goal, the sector of research, that are universities and
scientific centers, should be improved and developed under the supervision of the state.
Human capital is the leading factor of transitional period itself and should become
adequate to the business of social market economy. It is safe to say that the more time the
citizens of the country spend on education, the higher will be the intellectual potential of the
country that will lead to the economic growth, competitiveness and efficiency. The main
factors influencing the formation of human capital are the level and the quality of education
and labor market, while human capital have direct impact on the development of the country.

1.3. FEATURES OF RUSSIAN SYSTEM OF EDUCATION
Transformation of Russian economics into innovative stream demands the
reinforcement of higher education, as scientific and educational potential of nation is
accumulated in academia. Education sector, being the tool for the formation of scientific and
innovative thinking, is becoming the strategy of future socioeconomic development of the
Russian Federation. This process will cause significant modernization of education, in other
words, it will turn education into flexible self-developing system that will meet the
requirements of technical progress and changing needs of the society.
Young population is the future of the country. Significant reforms in educational
sector, initiated by the President of Russian Federation Vladimir Putin, are designed to
educate healthy, developed and strong minded individuals. The future development depends
on the young people who are students of the universities. "Educational Act in Russian
Federation" (Ministry of Education and Science of the Russian Federation, 2012) is of great
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importance in the question of the development of the system of education and bringing it to
the new level.
The goal of Russian system of education is the integrated process of care and
education that is realized in the interests of particular person as well as society in general
Besides it, it is the complex of gained competence, focus on the increase of intellectual
capacity, moral and spiritual, physical and professional human development. In order to reach
the desired goal, learning standards and professional standards are elaborated and put into
force (Ministry of Education and Science of the Russian Federation, 2012).

As it is

emphasized in main document of European universities, the Magna Charta Universitatum,
"Teaching and research in universities must be inseparable if their tuition is not to lag behind
changing needs, the demands of society, and advances in scientific knowledge" (Magna
Charta Universitatum, 1988).
The content of school education is the basis of educational system and, under the
conditions of transitional period, it is becoming the main object of reformations and
innovations. The content of education and its realization put into practice the ideas and values
that society challenges new generation. Successful realization of reforms requires good
planning and well elaborated strategy.
Looking at the past, old soviet educational system differed by tough educational plan
that was set up centrally. These plans were based on the idea that students gained fact-based
knowledge in ad hoc subjects. Great importance was given to two spheres that were most
demanded: science and engineering. There was general education plan for all schools which
was set up under state supervision. Textbooks were produced in monopoly way by the state
and they were free of charge. Educational needs were determined by central planning
according to the allocation of labor.
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Development of innovative systems is based on the high level of intellectual potential
of the society. In 1980th it became obvious that the level of development and dynamism of
innovative sphere, such as education, science, new technologies provide a basis for stable
economic growth. One of the economic challenges of soviet system of education in 80th was
the devaluation of the status of higher education with ineffective balance of employed with
different level of vocational training in the economy of the country.
Nowadays, Russian society is being reformed, values and goals are reevaluated. These
changes lead to democracy in educational sphere. Humanization, individualization, new
concepts of civic education have been settled in the educational process. Modern system of
education in the Russian Federation consists of preschool education, primary general
education, basic general education, secondary, (complete) general education and higher
education (Figure 3). To complete secondary school every student has to pass Unified State
Exam17 held in all federal subjects of Russia and also in foreign states in embassy schools,
Russian military base, etc. The results of exam are accepted by universities as entrance
exams.18 Graduation from university requires successful defense of thesis (Master or
Bachelor) and successful examination.

17

Unified State Exam is the basic form of State Final Examination of the students completing basic general
education and secondary general education in Russian Federation.
18
According to the number of scores gained at exam, student is enrolled to particular faculty either on paid basis
or free of charge.
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FIGURE 3. Russian system of education.
HIGHER EDUCATION
DOCTORAL PROGRAM
SPECIALIST'S PROGRAM, MASTER'S
PROGRAM
BACHELOR'S PROGRAM
SECONDARY GENERAL
EDUCATION

SECONDARY
VOCATIONAL TRAINING

BASIC GENERAL EDUCATION
PRIMARY GENERAL EDUCATION
PRESCHOOL EDUCATION
Source: Ministry of Education and Science of the Russian Federation, 2012.
Education is an integrated purposeful process of care and training, it is beneficial and
it is realized on behalf of individual, family, society, state along with the set of gained
knowledge, skills and value systems. Main principles of the educational system are
strengthened in the Educational Act 2013 (Ministry of Education and Science of the Russian
Federation)19:
1. Priority of education;
2. Right to education, no discrimination is tolerated;
3. Humanistic way of education, rights and freedom, free labor enhancement,
patriotism, responsibility;
4. Unity of education area on the territory of Russian Federation, protection and
development of ethnocultural traditions of nations, in the context of multinational
state;

19

The last version of the Educational Act was elaborated on multi-level basis, the decisions were made by all
the participants of the process ranging from parents till the Minister.
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5. Creation of conditions for integration of Russian system of education with the
system of education of other states on egalitarian20 and mutually beneficial basis;
6. Secular principle in education in state, municipal educational institutions;
7. Freedom of choice in getting education according to likes and needs of individual,
creation of conditions for self-actualization of individual, free development of his
skills;
8. Ensuring the right to education during the whole life with accordance to needs,
skills and interests of individual;
9. Autonomy of educational institutions, academic right and freedom of teaching
employee and trainee;
10. Democratic approach in the management of education;
11. Elimination of competition in the sphere of education;
12. Combination of state and contact regulations of relations in the sphere of education.
Traditionally, the advantages of Russian system of education are considered to be
quality, fundamental nature and systemacity of education. The main advantage is
fundamental nature. Many scholars connect the level of education and social environment
with fundamentalization of education. Basically, knowledge and skills should be formed in a
certain order, in a system: each element of the system should be logically connected with
another one.
Fundamental knowledge are strategic, methodologically significant conceptualizations
that ascend to rudiments. They are changing rather slow and exist rather long. The top target
of such knowledge is to create internal need for self-development and self-education, to learn
the methods of acquiring of knowledge, to develop the qualities that will help to adapt, live
and work in a climate of new century. Holistic scientific view of the world is based on

20

Egalitarian basis implies equal participation in the educational process and lack of any discrimination.
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scientific and human components. These two disciplines form the basis for the future
specialist who will be capable to solve different problems challenged by technical progress.
One of the mainstreams of education development is the integration of different branches of
knowledge.
Due to rapid development of science and technology, knowledge that are gained at
school or at the university are becoming incomplete during short period of time. While
methodological knowledge are capable to apply gained know-how in different situations,
thereby forming critical thinking. Under current conditions, when the information is
overproduced and goes out of date, students do not have to learn by heart separate acts, but
they have to master methods like analysis, synthesis, induction, deduction, classification,
comparison, hypothesizing and others.
At present much attention is given to the development of human capital in the
country. There are four priority national projects, namely, "Education", "Health", "Affordable
Housing" and "Development of agrarian business". According to the head of state, these
particular spheres determine the quality of living and social well-being of the society and the
solution of these particular questions influences the demographic situation in the country and
creates indispensible starting conditions for the development of human capital. Out of four
projects, "Education" is perceived as the strategic one. The aim of the project is to accelerate
the process of modernization of Russian education. The result will be the achievement of
modern quality of education that will meet the requirements of the changing needs of the
society and socioeconomic conditions. National project consists of two main incentive
mechanisms that are essential for the systematic changes in the sphere of education. Firstly,
recognition and priority support of the new quality of education. Secondly, practical
implementation of new management mechanisms and approaches.
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Beyond all question, the accession of Russia to Bologna Process played a big role in
the social, cultural and economic life of the country and, at the same time, brought out several
challenges that affected the functioning system of education.
Bologna process is the process of cooperation of the systems of education within
European countries on the voluntary basis. Initially, long-term aim of Bologna process
accepted in Bologna in 1999 by the Ministers of Education of 29 European countries by
"Bologna Declaration of 19th June 1999" (Bologna Process, 1999) was the creation of
European Higher Education Area (EHEA) on purpose "to ensure more comparable,
compatible and coherent systems of higher education in Europe" (Bologna Process, 1999)
and increase the mobility of people on the labor market. The process enables the deep
connection of particular universities in educational and researching work, future enlargement
of cultural and humanitarian connections between participating countries and strengthening
of economic relations on European continent.
It is worth mentioning the importance of education as the factor of formation of new
quality in economics and society. Russian system of education is able to compete with the
system education of advanced countries. The concept of Bologna process pointed on the
implementation of education policy, higher responsibility and more active participation of the
state in the educational sector, and detailed modifications of existing system of education.
Russia officially joined the Bologna process in 2003 in Berlin together with Albania,
Andorra, Bosnia and Herzegovina, Vatican, Serbia and Montenegro (Bologna Process, 2003).
Ministers of the countries acknowledged that membership in Bologna Declaration implies
significant changes and reforms in the sphere of education. By now there are 47 official
members of the program. The Russian impetus of joining Bologna process was the creation of
the educational system that would be able to work on the equal terms, and even to compete,
with the European systems of education as the tool of market mechanisms.
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Bologna process is rather dynamic phenomenon. It has complex, systematic and
contradictory character. Bologna reformations are realized rather inhomogeneously not only
on a European scale but even within one and the same country and in different sectors of its
educational systems. On the way to Bologna process Russia has made modifications in the
system of education, all of them are enshrined in the Order of the Ministry of Education and
Science of the Russian Federation from 12 February 2005 "About Implementation of
Bologna Declaration in the System of Higher Vocational Education in Russian Federation":
1. The development of higher vocational education system on two main levels:
Bachelor's program and Master's program;
2. Research and introduction of the system European Credit Transfer and
Accumulation System;
3. Introduction of Diploma Supplement that is compatible with European Diploma
Supplement of Higher education;
4. Creation of school system that is able to recognize foreign academic degrees in
Russian Federation and Russian documents in the member states of Bologna
declaration;
5.

Assistance in the development of students and university professors mobility
(Ministry of Education and Science of the Russian Federation, 2012).

At present stage Bologna process, as one of the tools of advance and internalization of
the higher education system, is not realized efficiently in Russia. For example, Global
Promotion Project, the Council of Europe Steering Committee for Higher Education and
Research, Education International, UNESCO-CEPES21, OECD22, Bologna seminars are not
fully utilized. Accepted strategy "The European Higher Education Area in a Global Setting"
(Bologna Process, 2007) is one of the opportunities to contribute in the improvement of
21

UNESCO-CEPEC (Centre Européen pour l’Enseignement Supérieur) the office of European Center of Higher
Education that facilitates the cooperation of the members of UNESCO.
22
OECD - Organization for Economic Co-operation and Development.
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appeal and competitiveness of Russian higher education by Bologna process.

The

participation in Bologna events will go way toward.
All innovations implies changes in settled and functioning systems. Implementation of
Bologna Declaration regulations caused problems regarding the development of the Russian
system of education. One of the most visible and significant problem is the break with
traditions, namely, with the fundamentalism of education. It happens due to the fact that with
the introduction of Bachelor's degree, which implies the reduction of training time, it became
impossible to provide fundamental Russian education. Another problem can be stated as the
absence of demand for the graduates with Bachelor's degree on the labor market. Employers
often do not perceive this qualification and graduates have to work at the companies where
their diploma is recognized or complete Specialist's or Master's programs.
At the moment, the development of higher vocational education is under the
supervision of the state and this sector is supported by grants, nominal scholarships, funding
for the creation of different science and innovation campuses.
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CHAPTER 2. EMPIRICAL ANALYSIS OF INTERDEPENDENCE BETWEEN
HUMAN CAPTAL AND PROSPERITY OF THE COUNTRY
2.1. COMPARATIVE ANALYSIS OF FEDERAL SUBJECTS OF THE
RUSSIAN FEDERATION BY THE LEVEL OF EDUCATION
Nowadays, the right to education is treated as "a fundamental human right and
essential for the exercise of all other human rights" (UNESCO, 1945). This interpretation is
enshrined in the Universal Declaration of Human Rights (The United Nations, 1948). In this
meaning the right to education should be considered as the element of the right to life, the
right to development, the right to lifelong education, the right which will be developed during
the whole life.
The level of education in Russian Federation is one of the highest in the world. The
share of people without any education is less than 1% while more than 60% have higher
vocational education (Appendix 2). According to the laws of Russian Federation, the
provision and control of general education, and, to a large extent, higher vocational education
is realized by local government and by the regulatory body in the sphere of education on the
regional level. Unified state learning standards require equal resources' provision in respect to
regional peculiarities. But socioeconomic differentiation of federal subjects is becoming one
of the limitations for the development of education alongside with the difficulties in the
educational system, differences in the education in cities and villages, the problems of
multinational country. These limitations lead to different level and quality of education
among the regions which results into unskilled labor force providing for the market and,
consequently, influence the economic development of the region and of the country in
general.
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In order to assess the level of education in Russia, reveal the problems and
peculiarities of different parts in the country and understand the reason of slow economic
growth, socioeconomic research of the Federal Subjects of Russian Federation is applied in
the work. The Russian Federation consists of 83 Federal Subjects, including 46
Administrative regions, 21 Republics, 9 Administrative territories, 2 cities of federal
significance, 4 autonomous districts and 1 autonomous region. (Appendix1). The area of the
country is 17 098,2 km with the population of 143 666,9 people23 (Rosstat, 2015).
In any country heterogeneity of regions takes place, which is determined by the
inability of all territories to be developed identically due to various factors, especially in the
context of Russia, taking into account the area of the country. The level of education of each
region greatly differs due to many reasons that is why it became the subject of the research.
The reasons are connected with geographical location, population size, socioeconomic
development, nationality and others.
Schools and universities are the main bodies of providing education to the population
and the number of educational institutions should be sufficient in order every citizen of the
country has a chance to get, at least, basis of literacy. Overall in Russia there are 44 436
schools and 969 universities, according to the latest statistical data available (Appendix 3).
The leading place in both categories is given to the Central Federal District, that includes
Moscow city, the Moscow Region, the Tula Region; followed by the Privolzsky Federal
District with educational centers in the Samara Region, the Republic of Tatarstan; almost
identical amount of educational institutions is centralized in Northwestern Federal District
and Siberian Federal District, mainly in the Novosibirsk Region, the Irkutsk Region and the
Omsk Region. Fewest number of schools and universities is found in Far East Region.

23

The data for the beginning of the year 2014;
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Such an allocation of universities is explained, primarily, by geographical location
(Appendix 4). The most beneficial location is occupied by Central part of Russia that are
Moscow, the Moscow Region, the Tula Region, the Kaliningrad region, the Krasnodar
Region. The less attractive, from territorial perspective, are considered to be regions of
Siberia (the Republic of Tuva and the Republic of Altay), Far East (the Republic of Sakha
(Yakutia)), the Kamchatka Region, the Jewish Autonomous Region, the Magadan Region,
the Chukotka Autonomous district) and the Republic of Kalmykia.
Complementary to the region territory scale, concerning educational aspect, great
importance is given to the population size. The biggest number of people is found in the
Central, Privolzsky and Siberian Federal Districts while the emptiest regions are Far East and
North Caucasian (Appendix 5). As it was already mentioned, the size of population is greatly
influenced by the geographical location, area, the level of socioeconomic development and
multinational population. To this extent, Central District is situated in the frontier zone and in
the transition zone between Asia and Europe. The location of the first Russian University,
namely, Lomonosov Moscow State University attracts quite a lot of students from the country
and abroad. Privolzsky District is in the center of European part of Russia in the basin of
Volga River, the district has favorable climate, even land, water and natural resources, while
Siberian District is famous for the dynamism of its regions, for the scientific contribution in
response to academic centers in Novosibirsk, Tomsk and Krasnoyarsk. In addition, should be
mentioned the fact that with comparably small area, the population size of Central District
(38 820 000 people) and Privolzsky District (29 739 000 people) prevails by times territory
giants like Far East (6 227 000 people) and Siberian Districts (19 292 000 people) (Appendix
5 and 6). Mainly it is explained by historical justification, central part of Russia is the center
of the Russian government formation and nowadays the cultural and economic centers of the
country with higher density of population, while Far East and Siberia Districts are the
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districts that were populated as the result of forced migration. But in fact, Western Siberia is
rapidly developing at present with the opportunities of technologies and innovations, besides
it, the development of infrastructure and traffic network can be observed in the region. All
these factors make the region attractive for migration with great opportunities for their
development.
Looking at the gender and age composition of the population, it is becoming apparent
that, on average, in all regions the population is of working age, the percent of children varies
from 14-24% while the old generation is round 20% (Appendix 7). Equally important is the
fact that the number of women prevails over the number of men and, with the modern
tendency of sexual equality, it gives ground to assume that more people are getting education
higher than secondary school and more women are becoming scientific workers as was not
rather often in the USSR (Appendix 9).
The most objective tool to measure the efficiency of the educational institutions and
the knowledge of the pupils on the level of secondary education is the Unified State Exam.
The share of students with 100 score24 are found in Moscow, Moscow Region, the Rostov
Region, the Sverdlovsk Region, the Krasnoyarsk Region, the Krasnodar region (Appendix 8).
Analyzing the sphere of higher education, the share of students of Bachelor's and Master's
programs in school year 2013/2014 was rather high that is just 1 746 900 people enrolled in
the universities in the Central Federal District, but if comparing this number with the school
year of 2010/2011, there were 2 215 900 people (Rosstat, 2015), the decrease of students is
obvious (Appendix 10). The created situation is explained by the introduction of elaborated
system of education in some regions, that is focused not on the quantity but on the quality of
education. One more argument in favor can be the fact that Russia joined Bologna process
and it made higher education, on the one hand, more prestigious, on the other hand,

24

100 score is the maximum score in the Unified State Exam.
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increased the requirements to educational process by times, but simplified the mobility of
students and academic staff. Initially, Bologna process influenced European parts of the
country such as the Central and Privolzsky Districts, and Siberian District that is considered
to be the most developing one with the possibilities to study in Europe and other foreign
countries.
Especially should be discussed the multinational aspect of the country. Currently,
there are more than 160 nations: the Russians, the Tatars, the Ukrainians, the Bashkirian, the
Chuvashes. the Chechen, the Armenians and, essentially, multinational population is typical
for North Caucasian, Privolzsky, Siberian and Far East Districts. They have their own
languages, culture, traditions and principles. This fact is becoming limitation, in some extant,
to get higher education in prestigious universities. North Caucasus was always famous for its
own traditions and women in this region are considered to be housewives and have to take
care of children. To this regard, within the region, the demand on education is considerably
low (Appendix 10).
As it was already stated, throughout Russia demand for education varies, one more
reason for it is the abundance of countryside. In such regions people are employed in physical
activities and consider investing in physical capital more productive than investing in human
capital (Schultz, 1971). By this reason, their children are getting, mostly, basic general
education and just small percent of the population continues its education in the universities.
In general, for the last 25 years, the network of universities has enlarged within the
country. Gymnasiums, colleges, universities became more available for all citizens of the
country. The most significant change is the variability of educational programs. It allows
students to choose the way and the level of education, indeed the orientation on the labor
market is greatly emphasized.
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Nowadays, there is a great demand for specialists in engineering and technical sphere,
in the context of crisis and transitional period to market economy. Country has a goal to
increase production, that is why universities are under control of the state. The quality of
education is a prior phenomena in the public policy in the sphere of education, many
universities have been closed as they do not meet the requirements or being educational
institution, especially private ones.
In spite of the fact that education in Russia is on rather high level, the qualitative
aspect cannot be estimated so high. The strategy of the country is the lifelong education,
starting from the yearly ages, particularly, it starts from the preschool education when
children are not playing in the kindergarten but are already involved in the education process.
The concept of human capital implies that the early the investments start more efficient will
be the output.
The analysis of Federal Subjects of Russian Federation shows that Russia has great
potential for the future development. The goal is to elaborate functioning system of education
that will include all the pecularities of the regions of the country, in order to give efficient
output in the form of qualitative education, that will give great opportunities for the country
to proceed with innovative way of development, increase GDP and economic level of the
country.

2.2. ANALYSIS OF THE FACTORS INFLUENCING THE INCOME LEVEL
IN RUSSIA
Income inequality is the result of economic inequality. Countries with catching up
development are characterized by growing territorial economic inequality as regions with
competitiveness are developing faster that results into quicker development of the country. In
this context, Russia refers to the group of catching-up countries. This fact can be illustrated
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by the significant difference in nominal money income25 by Federal Districts: the highest
income is 33 467 RUB (the Northwestern District) and the lowest one equals 18 900 RUB in
the North Caucasian Federal District (Appendix 11). Following statistics by the Federal
Subjects, high rates of average income are in the Nenets Autonomous District (66 276 RUB)
and in the Yamalo Nenets District (58 040 RUB) (Appendix 12). In the countries with
catching-up development equalization is not the prior policy, it is more important to have
progress with a focus on the strong regions. On the contrary, in developed countries increase
in economic inequality slows down and stops due to the high level of human capital and the
quality of institutions. Sometimes the lightening of territorial differences takes place as
response to the generation of new growth center, the support and promotion of the weaker
regions. In the context of Russia, the problem of equalization is one of the vital task, on the
one hand, it is determined by the soviet traditions, on the other hand, by the orientation on the
model of commonwealth in the continent Europe.
Differences in the size of income are formed as the result of complex process where
demographic, economic, social and geographical factors are interacted. Differences in income
can be caused by compensatory difference in incomes if the labor is connected with risk,
heavy and adverse conditions (in the form of supplements), if people live in the area with
adverse climate conditions (regional coefficient). Different level of human capital
investments also influences the future difference in the earnings, it means that educated,
implying qualified, is more demanded on the labor market comparing with uneducated and
unqualified. Another reason of different income is in the discrimination of gender and age
that results into different earnings for the equal labor. From this perspective, the following
factors that influence the level income should be stated:
1. Political;
25

Nominal income is the amount of money that the individual gets for his labor needs; real income is the
amount of goods and services that can be bought on the nominal income.
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2. Demographic (age, gender, skills, abilities, etc);
3. Professional (profession, qualification, education, experience, etc);
4. Status (child, student, wage earner, owner of property, pensioner, invalid, etc.);
5. Socioeconomic (occupation, labor conditions, etc.);
6. Geographic (natural and climate conditions, density of population, national
peculiarities, etc.).
Concerning political aspect of the problem, the question of the transition to market
economy should be analyzed. The process implies social reorientation that influence labor,
technical, legislative, investment, social life of the society. As the result of demonopolization
of economics and the development of different types of property, distributive relations have
been changed. Instead of unique principle of distribution by labor nowadays not just
distribution by labor is realized, but also its results, capital and cost of labor. In the context of
market economy, competition is of importance as it influences the income generation of
enterprises that, in turn, has an effect on the income generation of employees.
At the moment, employment depends not only on the labor in the Russian Federation,
but greatly on the social policy of the state regarding regulations on the labor market:
employment regulation, regulation of labor hours, the change of production structure and
others. Practically, very efficient approach in this context will be the liberalization of labor
force mobility, freedom to choose place of adobe, the enlargement of contractual form for
labor force recruitment. Consequently, political factors determine the orientation and the
efficiency of income generation of population.
Not least important are demographic factors. They influence significant difference in
income caused by disparity in age and gender. It is determined by different sources of income
generation and unequal possibilities to participate in socially beneficial activities. In this
regard, average difference in the income of men and women in 2013 was more than 30%
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Rosstat, 2015). Also, vigorous physical endurance leads to higher income due to higher
production. Talent and abilities result into intellectual growth within short periods of time
that implies the creation of new ideas, inventions that are the basis for the future development
of the country.
In exchange, professional factors influence greatly the level of income and its
differentiation. Each profession demands defined level of education, experience and
qualification. Precisely, there are professions of low qualification such as maintenance
workers, cleaners, shipmen, cloakroom attendant and their income is rather low. In contrast,
there are professions that initially supposes higher income, namely, managers. lawyers,
cosmonauts, bank workers and others. But, on average, the level of income is determined by
the qualification. If to take the profession of the teacher, it can be seen that after graduating
university, young teachers have lower income than experienced teachers employed at the
same organization. Their income is based on the category they received, additional activities
within educational process and bonuses and it depend on the years of work at the
organization.
Status factors are heavily tired with political, demographic and professional factors
and, to a large extent, are defined by them. Social status of the individual is characterized by
his status in the society and the abilities of getting income from different sources. as the
property owner will not allow the worker to get higher income than he does. Status and the
level of education also influences social and economic behavior of people. This kind of
behavior is shown in the cultural behavior, communication, the way person spends his leisure
time.
Socioeconomic factors to the utmost influence the structure and the level of income.
Economic behavior of the individual is shown in the chosen occupation. Specialists hardly
ever change their work, that is not connected with their specialty, even if it is paid higher.
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Majority of high-skilled workers is willing to reeducate themselves if it is requested for the
job with higher income. An additional point is that status is characterized by personal
qualities such as honesty, responsibility, enterprising, communicability, patience.
Socioeconomic factors, to the utmost, influence the level and the structure of the income.
The occupation of the individuals identifies the level income as well as the type of
employment, branch of industry, property form, labor conditions. In practice, different mixes
of these factors can increase or decrease the income of the wage earner and, property owners,
business and other people as well as the income level of the region and the country in general.
The combination of different types of employments leads to the increase of the income: the
labor with the harmful conditions is paid higher and overtime job is also paid higher. While
part-time job results into decrease of income level due to the dependency between time and
labor efficiency. Another aspect in identifying the income level is the choice of the
organization that is connected with the type of the enterprise, the property form and market
position. In case, the branch of economy is of monopolistic type, it will dictate terms and had
great possibilities for growth income. On this account, income of the workers employed in
gas industry, power engineering is higher. This is one of the factors that explains the
relatively high income in the Siberian District (natural gas in Western Siberia) where on the
large territory the population size is rather small and the existence of high income in the Ural
District (natural gas in Yamalo-Nenets Autonomous District) (Appendix 11). But in the
monopolistic sphere can be found opposite argument, namely, there are more than 50
monotowns26 in Russia, mostly centralized in Privolzsky Federal Disctrict, and there is great
danger that the production factory will stop functioning which will result into the bankrupt of
the city. For instance, this year in the city Nabereznye Chelny the economic output of OJSC

26

Monotown is a town with non-diversified economics that has single factory in the town where the majority of
the population is employed, and the factory itself influences infrastructure and social problems of the town.
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"Kamaz"27 decreased, the earnings of the workers declined and more than 10 thousands of
workers were under the threat to be dismissed. With the help of the state, within the Federal
Program of Business Support28, now factory is functioning properly that has helped to save
the economics of the whole town. Due to this dependence on the main factory in the town
where the earnings of the workers are low-level, the average income level in Privolzsky
District cannot be identified as high, that is on average 21 864 RUB29 (Appendix 11).
Geographical factors are characterized by the area, by natural and climate conditions,
the character of resettlement. Different regions of the country has different means of
subsistence that is why different income level is observed. The level is influenced by sectoral
structure of the region, for instance, earnings are higher in the Tymen, that is 36 399 RUB, as
the mining industry prevails there, high earnings in Moscow (54 869 RUB) are determined by
the commercial sector predomination and the state administration bodies (Appendix 12). At
the same time low earnings is typical for regions with agricultural sectors, like the Belgorod
District (23 735 RUB) and the Altay Region (14 752 RUB), the income level there is lower
than the national one - 25 928 RUB (Rosstat, 2015). In the policy of income generation the
regional coefficient and supplements to salaries in the regions with special climate conditions
is found and in many cases determine cost of living in the region. Such rules are enshrined in
the Labor Code of the Russian Federation, Chapter 21, Article 148, and cover regions of Far
East, Siberia, Ural, north regions of the European part of Russia. The income level in the Far
East District is on the second place after the Central District, the income level of the Nenets
Autonomous District is number one followed by Yamalo-Nenets Autonomous District, in the
statistics among the Federal Subjects, that is determined by relatively high regional
coefficients and supplements (Appendix 11 and 12).
27

OJSC "Kamaz" is a diesel truck factory located in Nabereznye Chelny, the Republic of Tatarstan, Russian
Federation.
28
The Federal Program of Business Support is the program of subvention, realized by the Ministry of Economic
Development of the Russian Federation in the form of subsidies.
29
The average income in Privolzsky Region is lower than the national income level that is 25 928 RUB.
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Real income as well as nominal income is influenced by the changes in prices and
taxes. Changes in price depend on the increase of economic output, its structural reshaping,
government deficit, availability or lack of the price control and others. Taxes show the
availability of population income. In Russia the tax system is focused mainly on the legal
entities. The income level and its differentiation are determined by various factors while their
management on the regional levels can help in regulating and analyzing income and living
standards of the population in the country.

2.3 ANALYSIS OF VOCATIONAL AND QUALITATIVE STRUCTURE OF LABOR
Within a market economy, competitive capacity of enterprise is mainly provided by
the people employed at the company. Under current conditions skills, experience, initiative,
entrepreneurship of the worker are turning to be the strategic resources alongside with capital.
The reason for this is in the means of production that are available for any organization, while
scientific and technological innovations are becoming the high-volume production in the
short run while the ideas of human beings and opportunities of the people are unlimited.
At present, the Russian labor market is not a fully-fledged one, it is just on the
practical way to become organized and civilized labor market, and the completion of
transitional period will not be in the nearest future. The supply of labor force do not meet the
supply of workplaces, concerning not only quantitative aspect but also structural unbalance,
mainly, vocational and qualitative and geographical factors. Russian labor market, to a large
extent, is imbalanced. that is emphasized by different aspects of the problem. They can be
formulated in the following way:


there are regions with excessive labor supply and the regions with the lack of
labor supply.

According to the Federal Statistical Agency, in 2013 the problem concerning job
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search was found in North Caucasian, Siberian and Far East Districts. Especially, it is subject
to the Republic of Ingushetia, the Chechen Republic and the Republic of Tyva, the rate of
employment there was up to 43.7%, 26.9% and 19.3% respectively.
Regions with the lack of labor supply are, traditionally, in Central and Northwestern
Federal Districts (Appendix 13). Because of relatively high earnings, majority of people are
employed in Central, Privolzsky and Siberia Districts (Appendix 14).
TABLE 1. Number of unemployed people per position.
The number of unemployed
people per position,

The number of unemployed
people per position,

2011

2013

Russian Federation

1.2

0.8

Central Federal District

0.8

0.4

Northwestern Federal District

0.8

0.6

Southern Federal District

0.8

0.6

North Caucasian Federal
District

16.3

8.2

Privolzsky Federal District

1.1

0.6

Ural Federal District

1.1

0.7

Siberian Federal District

1.4

1

Far East Federal District

0.8

0.5

Source: Rosstat, 2015.
The data in the table shows that the number of unemployed people per position
exceeds the national data just in North Caucasian Federal District. Comparing with the data
of 2011, where there were 16.3 people per position, the reducing trend is observed for the last
years. Overall, on the national and regional levels the decline in the people seeking
employment is registered.
On average, within the country, the rate of unemployment is 5.5%, the low rates are
found in Central District (3.3%), Northwestern District (4.3%) and Privolzsky District
(4.9%). Comparing by federal subjects, in Moscow the unemploment rate eqaulas 1.7%, in
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2012 the number was 0.8%. In contrast, in the European Union the unemployment rate
reached 10.8% among 28 Member States, the lowest rate was stated in Norway, it was
3.5%.30


in some sectors of economy is observed the lack of workers and specialists;



at the same time the unemployment takes place;
Such contradiction can be explained by the misbalance of supply and demand on the

labor market in respect to professional and qualitative aspect. At the moment, young
generation is focused to receive degree in economics and law, but economics of the country
demands specialists of different professions, mainly in the engineering and technical sphere.
Based on the research of the regional recruitment agencies and regional Labor and
Employment Departments, lack of specialists with higher vocational education is expected in
the physico-mathematical science, computer science, service sector, natural science and
marine facilities. At the moment there is a redundancy in humanities, economics and
management.

 there is a big share of unemployed population with degree.
According to the statistical data of 2013, among employed population there are 31.7%
with higher vocational education and 25.8% with secondary vocational education.
Comparing with the year of 2011 the share of employed population with higher education
increased by 2.7%, with secondary education decreased by 1.2%. The situation has improved
since the year of 2000, when there were 25% of people with higher education and 41% with
secondary education.
Concerning unemployment population, the data of 2013 shows that 36.9% of
population has higher vocational or secondary vocational education, that is 17.4% and 19,5%
respectively. If to consider the period in the range of 2000-2011, the share of people with

30

Based on the information of the year 2013, provided by Eurostat.
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higher education increased by 2.5%, and with secondary vocational education decreased by
5.8%, but if to take the period 2011-2013, the share of unemployed people with higher
education increased by 1.8% and with secondary decreased by 0.9%.


low mobility of women;



labor inflow from Central Asia.
Based on the statistical data it can be stated that in 2013 the migration labor inflow

was 1 111 494 people and majority of them were employed in Moscow (242 981 people) and
Saint-Petersburg (161 862 people). Mainly they were the citizens of the former Soviet
Republics: Uzbekistan, Tajikistan, Ukraine, Kazakhstan, Kirgizia.
Under current conditions, a daunting challenge is the mismatch in the number of
graduates and the number of employed people by specialty that results into unemployment on
the labor market. It is explained by the student's unwillingness to work in the sphere that is
specified in the diploma. According to the research, among the most common reasons of the
employment that is not connected with the profession obtained at the university, are low
earnings, low demand on the gained profession and low force of attraction of the gained
profession for the person himself.31 On the other side, the choice of the future profession is
done rather early, when the person is 14-17 years old and, in most cases, he cannot be sure
about his future choice. That is one of the reasons why Russia is focused on the lifelong
education, if children start to be involved in the official and full educational process from the
childhood it will help them to realize the future way of the development more precisely.
Another way is the system of monitoring of educational process and labor market. Already at
present, the Labor and Employment Departments are analyzing the demand for labor force
and publish it for common use that helps to estimate the future opportunities and the
profession demand.
31

According to the research company Mar Consult, the interview area was Moscow, Saint Petersburg, Nizhniy
Novgorod and Samara.
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As early as 90th with the transition to the market economy diploma in economics was
perceived as the most successful and people with economic education was assured to be
employed, as this profession was the most demanded one. The situation resulted into feverish
demand for economists in the country. The majority of the universities started to open
economic faculties even without necessary physical facilities and academic staff and,
naturally, it had an impact on the quality of education. At present, on the labor market still
exists a great problem connected with the lack of qualitative labor. This situation created can
be determined by different reasons, namely:


at the universities specialists are trained, but the investments on behalf of
employers are not sufficient. Due to the lack of professional training, young
specialists are not getting specific knowledge and lose their qualification;



universities are not training sufficient amount of specialists, or specialists,
that are not demanded on the labor market;



in certain circumstances, employers and qualitative employees need more
time to find each other and establish labor relations.

United educational area supposes to satisfy the demands of social groups, labor
market and state. It should be focused on the competitive growth of the specialist who
obtained professional education voluntarily and also on the formation of professional elite
that will be able to render and develop intellectual capital of the country.
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CHAPTER 3. THE WAYS OF IMPROVEMENT OF RUSSIAN EDUCATIONAL
SYSTEM
3.1. DEMOCRATIC ASPECTS IN EDUCATIONAL PROCESS
Every society passes on its traditions of thinking, social norms, ideals and culture
across the generations. Close link is found between the education and democratic values as
the theory and the practice of educational process, within the democratic society, are based on
the principles of democratic government. Such forms of government demands independent
thinking among population who are able to make positive social and political changes and the
state should not perceive the system of education as the tool to control the information and
indoctrination of the students. In the sphere of education, democratic values are found in the
availability of qualitative education for the whole society without differentiations in social,
racial, ethnic and other aspects. In general, democracy in education implies the overcoming
of authoritarianism. In the context of transitional period in Russia, the period connected with
the change of sociopolitical system, political regime, socialization of young people,
educational activities should be more humanistic while pedagogical suppression of
personality should be avoided. The achievement of desired goals should be based on the
following principles:
1. Transformation from the society that consumes to the society that contributes;
While speaking about democracy and civic society, it implies the national choice of
the socialization. Socialization is the process of learning social norms, values, knowledge,
behavior samples. This process is influenced by the external environment like education,
media, upbringing, as the result of self-perception of the life and all these factors help
individual to function in the society. Much depends on the first stages of upbringing that
starts in the family. Upbringing system is the part of educational process that should preserve
the stability. Upbringing should be integrated into process of education and development, not
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being separate element of extra-curricular activity. In other words, educational process should
be focused on the formation of stable composition of sociocultural and sociopshycological
factors that will influence socialization, upbringing and development of the young people.
Civic society can exist just in cooperation of its members while everyone has to participate.
Unlikely, universities educate, but not train specialists, the graduates have to be
reeducated. Consequently, alongside with classical education should exist such a system that
will provide high flexibility in obtaining knowledge and qualification. That will allow to
study the subjects that are interested for the individual, and what will be efficient in his future
life. In such a case, individual will be employed according to his knowledge and qualification
and this will result, firstly, in promoting the solution to the problem of unqualified labor force
on the market, secondly, it will decrease the likelihood of credentialism32. If the graduate
could not find job it can affect his internal state and there are cases when the individual
chooses criminal path as the result of the faults on the part of state and society. Generally, on
the practical side lots of examples can prove the necessity of members of society to
contribute.
2. Recovery of patriotic education;
Political modernization of contemporary Russia influences the understanding of
patriotism concept. True patriotism is humanistic by nature, it includes respect to other
nations and states, their national traditions and it is connected with the cultural aspects of
international relations. In order to defend not just your family but also your country, people
should have clear perception of the values of Motherland that are formed and developed in
the early childhood. That is why it is of vital importance to include not just the history of the
country and the world, but the history of small Motherland, about the regions, districts where
people grow up in the school curriculum. At present, schools are already involved in this
32

Credentialism is the tendency in modern society to assess the professional position of individuals on the
ground of diploma (credential).
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process, they run exhibitions, hold contests on the topics of First World War and Great
Patriotic War, they conduct concerts and event, devoted to national holidays of the country.
In the universities such activities are perceived as skeptical ones and just few higher
education institutions participate. Firstly, patriotic education can develop liberal, responsible
and value-oriented individual, secondly, the love to country can help to decrease the outflow
of population as the result of clear understanding of the country values and possible ways of
its improvement. That is one more argument in favor of lifelong education that is taken as
strategic way in the educational policy in the Russian Federation.
Media in the society, to a large extent, affects the development of the young
population. Many sociologists stresses the fact that media contains mostly entertainment
publications for the young people, but the share of educational material is rather low. The
goal of the society and the state is to control media in order to prevent young generation to be
affected by extremist ideas, everywhere should be balance.
3. Education for tolerance.
As discussed, the development of democracy in Russia stands upon the attitude of the
young people towards social life and their confidence in the future. They are the ones who
should be willing to resist extremist challenges and political manipulations. In general, young
generation is indifferent to politics, that is proved by the share of those who participate in the
elections, the number is less than 3% (Rosstat, 2015).
In the context of globalization and the significant inflow of migrants, young
generation should preserve tolerance, development of Russian culture and should strengthen
intergenerational and international relations. By contrast, at present, round 35% of young
people in the range of 18 till 35 years old feel themselves uncomfortable and dislike people of
other nationalities and more than 50% will be in favor of dispossessing some national groups
outside the region. As it was already stated, Russia is a multinational country, with the
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traditions, religions and languages that vary from region to region. And difference in national
background should not generate the division in the society, on the contrary, the distinctions
should promote the unification of the population, enhancing already existing values.
Apparently, young people differ from other groups of population by the level of mobility,
intellectual work and health condition. The goal of the Russian society is to minimize the
possible costs arising from the inability of young generation to be socialized and be
integrated in the united political, economic and sociocultural area.
Between two ages the concept of sociocultural perspective changes. The older
generation perceive the values of collectivism as prior ones, the younger generation tends to
individualistic values. Essentially, the society is divided into two groups: one part is in the
state of Soviet socialistic system, another part starts its civic life in a new system. In fact,
country presents two streams of people with different political opinion and historical
experience. In existing situation the important thing is to prevent these streams from standing
in opposition to each other on the ground of diverging world perception. New democracy
starts political pluralism that is an alien concept for the older democracy. So, the tolerance
can be identified as the respect of other world view, traditions and customs.
At the moment, in educational institutions already special structures function that are
responsible for the character building. It stands to reason that society is the composition of
individuals sharing common interests and values and it is educational process that plays quite
significant role in developing people within this group able to think independently and
promote political and social changes.
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3.2. PUBLIC POLICY IN THE SPHERE OF EDUCATION
Public policy in the sphere of education implicates the main directions of governing
bodies in solving problems in the sphere of education. It is the area of influence shared by
the state authorities and socio-political organizations, it should be public, well-defined and
based on fundamental democratic principles. Nowadays, educational policy and the reforms
in the sphere of education are of interest for the authorities, university professors, school
teachers and trainees as education is the sphere of public life where the interests of state and
citizens are closely interconnected. As discussed, the Russian Federation proclaims the public
policy in the sphere of education as one of the prior ones (Ministry of Education and Science,
2015) as it is connected not just with the observance of rights of people but with successful
development of Russian economy, social well-being of nation and national security. As noted
above, the main condition of competitiveness is considered to be the innovative way of
economic development. In exchange, the economic development is closely connected with
the human investments and, consequently, with the investments in education. The
contemporary public policy is focused on the development of Russian education. In this
regard, the main task is to provide competitiveness in the country and in the sphere of
education.
1. The primarily goal of educational development should be the improvement of the
quality of education. Human investments are perceived as the tool of the transition to the
innovative economy. The human development is the main objective and requirement for the
progress of contemporary society. It is the national priority for the present and in the longer
term. The future of the country depends on the education of its citizens and their willingness
to use their abilities and knowledge in the interests of the state. During the transitional period
country should solve its social and economic problems on the basis of the rapid development,
but it should not save on secondary schools and universities.
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2. The educational criteria should not be based on the content of knowledge but the
ability of the student to learn methods of acquiring knowledge and the ability to implement
knowledge in different professional and real world situations. Under current conditions,
individual should be given maximal flexibility and various modes of study for his advance in
the educational area. Indeed frequently, many talented people, and at the same time with
great desire to study, simply do not possess enough money due to different reasons, either
they live in the countryside, maybe they grew up in large family or the family is
dysfunctional. The same is true in the context of market economy, when far from everyone
can pay for the education if studying full-time. Even if the education is free, not every family
can pay for routine expenditures.
3. The existing model of education is based on permanent increase of educational
material and the growth in the number of syllabuses. The solution can be found in the
introduction of conceptually new technologies and forms of educational process. The existing
education is the process of coping from year to year, from generation to generation, it gives
classical models of science without any interpretation. This model still dominates in the
majority of the universities in the country and cannot grant a request of contemporary society
anymore. That is why it is of great importance to find and introduce the methods to stimulate
cognitive work and to develop the habit to work hard every day, to be able to deep knowledge
and broaden the outlook.
4. Universities are based on the great number of lectures and seminars, in other words,
the great share of oral transfer of data dominates, and these modes of study require the
physical presence of the professor. But the more efficient way is not to be dependent on
anyone and be able to make schedule for yourself. In many European universities such
practice is already in force and European education is valued worldwide. Such forms as
networking coopertation, e-mail consultations, distant education, computer conferences are
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not frequently involved in the educational process in Russia. But they are more efficient and,
at the same time, they save time and decrease everyday expenses. They are the modes of
study that should be implemented in existing educational process, they have to substitute
conservative and ineffective system of higher education.
5. Globalization challenges humankind, it challenges the professors of the
universities. The question is what way is demanded in the development of higher education in
order future specialist will be able to succeed. As the processes of globalization will
permanently influence and change the demands for the quality of education, the most
efficient way in this context is the ability of the students to participate in different
international exchange problems, that is not really popular at the moment. Even after
accession to Bologna process it cannot be stated that everyone can take part in exchange
programs. In comparison with Europe, where even foreign student enrolled at the European
university can participate in the Erasmus Program freely, Russia is still on the level when
such possibilities are available just for privileged share of students. Just recently the state
introduced the program "Global Education"33 that provides social support for the citizens of
Russian Federation who has been enrolled in leading educational institutions with the world
standards of education and after graduation these students are assured to be employed
according to their qualification in the Russian Federation. This program can contribute a lot
in the quality of education by the international experience gained abroad and then
implemented on the territory of the country. And the task of the state is to control the
implementation of the program and possible development in the context of rapidly changing
world
Nevertheless, in any system the process of reformation and improvement should start
from the rudiments and gradually be implemented in the whole system. Concerning the
33

The program "Global Education" was introduced in 2013 and is focused in the strengthen o f human resources
of the Russian Federation

58

development of the system of education, the process should start from the preschool
secondary education. In

this regard, already in 2013, the State Program of Russian

Federation "Development of Education" for 2013-2020 was published, and the
implementation of the program is in process at present. In the program are proposed the
priority guidelines in the development of regional system of education. The main points are
focused on the remuneration of teacher's labor, the improvement of quality of education on
all levels, the development of the United State Exam System. But just the increase in earnings
will not improve the quality of education, the system of labor relations should be
implemented in the process that will stimulate the quality of training and the professional
updating.
Basically, substantive progress is realized not by the state or regional authorities but
by every educational institute. And if to decrease the level of paperwork in the schools and
universities, teachers and professors will have more time to develop their vocational abilities
with more efficient and visible result. As it was noticed before, the education is a long
process and it should start from an early age, the first step is realized by the family, then by
school and university and during these years the individual should develop his critical
thinking in order to be a full member of the society.
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CONCLUSION

Thesis presented the socioeconomic research focused on the evaluation of such
phenomenon as education, with the special reference to higher vocational education. The aim
of the work was to assess influence of education on the economic life of the country. The
research was based on the scientific works in relevant topic and on the latest official
statistical data available. The work was mainly oriented on the comparative analysis of the
Federal Subjects of the Russian Federation in order to establish the reasons of their different
socioeconomic development, its influence on the economic life of the country and possible
ways of improvement.
The theoretical part of the work focused on the concept of human capital elaborated
mainly on the basis of the pioneering work of Theodor Schultz (1971) and Garry Becker
(1964, 1993), on the distribution of earnings to human capital developed by Jacob Mincer
(1958, 1962), on the rate of return and the time spend on human investments, worked out by
Barry R. Chiswick and Garry Becker (1966), and on the postschool investment, explored by
Sherwin Rosen (1972).
The predominant role of the human capital in the life of the society, alongside with the
formation and introduction of the knowledge economy and the innovative economy, caused
the reorientation of values of the society in the world. The human capital itself is formed by
many sources such as education, healthcare, upbringing and others, but just education has
been accepted as the most significant constituent by many scientists. The changes in the
perception of human intellectual abilities influenced the economic science as well, at present
the national wealth is estimated primarily by the human development while investments in it
are considered to be the main characteristics of the developed and many developing countries
of the world. Since the division of human capital into general and specific, the firms started to
be interested in more skilled labor force that gave them an opportunity to form competitive
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advantage by elaborating unique and significant characteristics of the output. Consequently,
investments in education became the main factor oriented on yielding the return.
In this regard, majority of the countries focus on the reformation and improvement of
the educational system. On the example of the chosen case study, that is the Russian
Federation, the features of the system of education were analyzed. Many negative effects
were found as the result of the accession of Russia to Bologna process that affected greatly
the functioning of the existing educational system and, at the moment, demands global
reforms in the sphere of education in general. The most significant changes were found,
firstly, in the break with traditions, mainly with the fundamentalism of the science as the
response to the implementation of two-stage model of education and decreasing the number
of academic hours in the educational plan; secondly, with the emerged problem of graduate
employment concerning students who obtained Bachelor's degree which is still not widely
recognized in many companies within the country.
In the practical part the main results, received during theoretical study, were
implemented in order to conduct the empirical analysis of the interconnection between the
human capital and the economic prosperity of the Russian Federation. The innovative way of
development in the country was accepted as the prior one quite short time ago. And it is
obvious that the country and, particularly people, cannot be completely prepared for such
great changes, especially with reference to the area and the size of population in the country.
The practice of many countries showed that human capital became the leading factor in the
context of market economy and should be expected to become the integral part of the social
market economy.
The overview of the literature provided ground to affirm that the countries, where
citizens are devoted to obtain degree and have a desire to invest in their own capital, are
characterized by high intellectual potential that is, in turn, the main condition for the
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competitiveness of the country. The level of education and the quality of education influence
the formation of human capital while the human capital itself have direct impact on the
development of the country.
The level of education in Russia is accepted as one of highest in the world, but the
qualitative side of the question cannot be estimated so high. The share of people with a
degree is more than 60% while less than 1% did not receive even elementary education.
Throughout the country, the level of education greatly varies that is determined by
socioeconomic differentiations on the regional levels that influence the quality of labor
market and, consequently, the economy in general. The work provided the analysis of
socioeconomic characteristics with the main emphasis on the age and gender composition,
population size, number of economically active population, the rate of unemployment, the
centralization of scientific centers and the rate of migration. As the part of the study it can be
stated that Russia has great potential for rapid economic development but, due to its peculiar
socioeconomic characteristics, on average, cannot reach the high level at the moment. To this
regard, the system of education should reflect all the features of the regions in the country.
Concerning the income inequality throughout the country it was concluded that Russia
belongs to the group of the countries with catching-up development. The growing territorial
economic inequality of the country is the result of the competitiveness of some regions and
the weakness of others. The analysis showed that such differentiation is based on
geographical, political, professional, demographic, status and socioeconomic factors. At that
time, the development equalization is not considered to be the vital task of the country as it is
more important to have progress with the focus on the strong regions.
While estimating the labor composition on the market, from the perspective of its
qualitative and professional characteristics, the main problem was found in the mismatch
between the supply of labor force and supply of work places. The analysis determined the
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disbalance on the labor market. The created situation was explained by the existence of the
regions with the excessive labor supply and the regions with the lack of labor supply; by the
sectors of economy where the lack of workers and specialists were observed together with
unemployment; high share of unemployed population with degree; low mobility of women
and high labor inflow. It showed that the system of education should be more focused on the
competitive growth of specialists and on the formation of professional elite responsible for
the intellectual potential of the country.
The third part of the thesis was based on the providing solutions to the problems
found in the system of education in Russia. The suggested ways of improvement were
divided into two groups. The first group was focused on democratic aspect of the problem, on
the demand for independent thinking young people who are the future of the country. In this
regard, first of all, the society should stop just consume but should contribute because just
with the help of collective effort the ideal system of education can be created and it will
benefit both, population and country; secondly, the feeling of patriotism should be recovered
in the society to obtain clear understanding of the country values and, thirdly, citizens of the
country should learn tolerance being the part of multinational country with high inflow of
migrants.
The second group proposed improvements in the public policy in the sphere of
education. As it was stated before, the main focus of the state should be on the increase of
the quality of education as in a quantitative sense the goal is already reached. The educational
criteria should be oriented on the critical thinking and not just on the content. The educational
process itself should be based on more flexible programs and include not just lectures and
seminars, but also interactive activities. The last suggestion was to increase possibility of
student to participate in the international exchange programs what will increase the
competitiveness of the country due to the gained international experience abroad.
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The thesis proved the main hypothesis of the work that the human capital is the driver
of economic growth of the country. Intellectual abilities of the people became the main driver
of economics while the education is provided by the universities. Analyzing the
socioeconomic characteristics of the Russian Federation, it was found that the introduction of
innovations in the country is perceived as something extremely new and wild for people but
at the same time, human capital was proved to be the main factor of production. With the
help of state support the universities started to change modes of the education and introduce
changes in the educational process. Consequently, universities are treated as the basis and the
key ground for the prosperity of the country.
The second hypothesis, that practical trainings help to provide more efficient labor
force for the market, was also justified. According to statistics, the share of population
enrolled at both Bachelor's and Master's Programs is rather high, at the same time it was
found that qualitative specialists on the labor market are missing that proves the fact that
universities are not providing enough practical trainings to educate skilled specialists and the
companies should reeducate them once they are employed.
The third hypothesis claimed, that the higher is the level of education, the higher is the
demand on labor market that resulted into rapid economic growth in the Russian Federation.
The statistical data did not give enough evidence to prove this fact. The analysis showed that
a big share of economically active population have higher vocational education, but, at the
same time, it showed high rate of unemployment and high percent of people with degree
among the unemployed population.
Presented results of the thesis show that the Russian Federation has taken innovative
path in economic development, but the country happened to be not fully prepared for such a
great transformation. Anyway, already now the reforms in the sphere of education are being
implemented and the first results are already observed. Nevertheless, the analysis of the
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socioeconomic characteristics of the Federal Subjects of the Russian Federation proved that
investments in human capital are directly relevant to economic growth as long as state will
invest in the science development, fundamental and applied research, along with the
provision of social security for the population.
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APPENDICIES
APPENDIX 1. Federal Subjects of the Russian Federation (list).
Central Federal
District:
The Belgorod Region
The Bryansk Region
The Vladimir Region
The Voronezh Region
The Ivanovo Region
The Kaluga Region
The Kostroma Region
The Kursk Region
The Lipetsk Region
The Moscow Region
The Oryol Region
The Ryazan Region
The Smolensk Region
The Tambov Region
The Tver Region
The Tula Region
The Yaroslav Region
Moscow
Ural Federal District
The Kurgan Region
The Sverdlovsk Region
The Tyumen Region
The Khanty-Mansi
Autonomous District
- Yugra
The Yamalo-NenetsAutonomous District
The Chelyabinsk Region

Northwestern Federal
District
The Republic of Karelia
The Republic of Komi
The Arkhangelsk Region
The Nenets Autonomous
District
The Vologda Region
The Kaliningrad Region
The Leningrad Region
The Murmansk Region
The Novgorod Region
The Pskov Region
Saint Petersburg
South Federal District
The Republic of Adygeya
The Republic of Kalmykia
The Krasnodar Region
The Astrakhan Region
The Volgograd Region
The Rostov Region
Siberian Federal District
The Republic of Altai
The Republic of Buryatia
The Republic of Tyva
The Republic of Khakassia
The Altai Territory
The Zabaikalye Territory
The Krasnoyarsk Territory
The Irkutsk Region
The Kemerovo Region
The Novosibirsk Region
The Omsk Region
The Tomsk Region
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North Caucasian Federal
District
The Republic of Dagestan
The Republic of Ingushetia
The Kabardino-Balkaria
Republic
The Karachai-Cherkess
Republic
The Republic of North
Ossetia-Alania
The Chechen Republic
The Stavropol Territory
Privolzsky Federal District
The Republic of
Bashkortostan
The Mary-El Republic
The Republic of Mordovia
The Republic of Tatarstan
The Udmurt Republic
The Chuvash Republic
The Perm Territory
The Kirov Region
The Nizhni Novgorod
Region
The Orenburg Region
The Penza Region
The Samara Region
The Saratov Region
The Ulyanovsk Region
Far East Federal District
The Republic of Sakha
(Yakutia)
The Kamchatka Territory
The Primorye Territory
The Khabarovsk Territory
The Amur Region
The Magadan Region
The Sakhalin Region
The Jewish Autonomous
Region
The Chukotka Autonomous

APPENDIX 2. Level of Education in the Russian Federation (2010, national census,
thousands) (chart).
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APPENDIX 3. Number of Schools and Universities in the Russian Federation (by Federal
Districts, at the beginning of 2013/2014 school year) (table).

Russian Federation
Central Federal District
Northwestern Federal District
Southern Federal District
North Caucasian Federal
District
Privolzsky Federal District
Ural Federal District
Siberian Federal District
Far East Federal District
Source: Rosstat, 2015

Number of
secondary schools
44 436
9 891
3 369
3 967
3 417

Number of
universities
969
377
107
76
55

10 648
3 272
7 477
2 395

143
67
105
39
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APPENDIX 4. Geographical map of the Federal Districts (Okrug) of Russian Federation
(map).

Source: Rosstat, 2015

APPENDIX 5. Population of the Federal Subjects of the Russian Federation (the end of 2013,
thousands of people) (chart).
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APPENDIX 6. Area of the Federal Districts of the Russian Federation (thousands of km2)
(chart).
7000
6169.3
6000
5145
5000
4000
3000
1818.5

1687

2000

1037

650.2

1000

420.9

170.4

0

Source: Rosstat, 2015

APPENDIX 7. Age composition (in %, out of the whole population) (chart).
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APPENDIX 8. The Results of the Unified State Exam (year 2013) (table).
Subject

Number of participiants

Russain Language
Mathematics
Physics
Chemistry
Information science
Biology
History
Geography
English language
German language
French language
Social science
Spanish langauge
Literature
Source: Rosstat, 2015

834,020
803,741
208,875
93,802
58,851
162,248
164,219
20,736
74,668
2,768
1,561
481,990
233
44,420

Number of people with 100
scores
2,559
538
474
3,220
563
466
500
193
581
4
5
500
457

APPENDIX 9. The correlation of men and women (the number of women on 1000 men)
(chart).
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APPRNDIX 10. Number of students enrolled in Bachelor's and Master's Programs (thousands
of people, 2013/2014 school year, state and private universities) (chart).
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APPENDIX 11. Income level by Federal Districts and average income level in the Russian
Federation (in RUB) (chart).
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APPENDIX 12. Federal Subjects of the Russian Federation with the highest and the lowest
income level (the year of 2013, in RUB) (chart).
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APPENDIX 13. The rate of employment and the rate of unemployment (in %, 2013) (chart).
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5.5

APPENDIX 14. Number of economically active population (thousands of people, the year of
2013) (chart).
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