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Abstract

Since January 2019, retirement age in the Russian Federation will be gradually raised. Over the next ten
years, the retirement age will be raised by five years to 60 years for women and 65 years for men. The
Russian labor market is characterized by a fairly high level of ageism, manifested in the reluctance of
employers to hire people older than 40-45 years, to train and promote workers of pre-retirement age. The
decrease in the number of young generations and the increase in the proportion of older people actualize the
tasks of working with aged personnel. Given these circumstances, organizations will respond to external
challenges, adapting their personnel policies to new realities. The aim of this work is to identify the willingness
of organizations to employ older workers in terms of pension reform in Russia, and determine how to change
HR practices in these conditions. The paper consists of two parts. In the first part, authors analyze the trends
associated with the increasing share of older generations on the Russian labor market and the qualitative
characteristics of this group of workers. The information base is the Russian Federal State Statistics Service
microdata (labor force survey) and the Russian Longitudinal Monitoring Survey. Based on this, there are made
conclusions about the segments of employment of pre-retirement age workers (50 years for women and 55
years for men) in the labor market and their competitiveness. The second part of the paper presents results of
expert survey of heads of HR-activities of 38 organizations of a large Russian city on the need and
opportunities to expand the use of the labor of pre-retirement age workers, including the transformation of
personnel management technologies to new realities:

- possibility and conditions of using attractive for older workers working hours;

- willingness of employers to participate in the training of personnel of pre-retirement age and conditions of
investment in their human capital;

- changes in the practices of recruitment, adaptation and release of personnel, taking into account changes in
the Russian legislation.

The main results of the study: organizations operating in highly competitive markets and facing a shortage of
personnel, demonstrate a willingness to expand the use of older workers’ labor and adapt the existing HR
practices to them.However, most employers are not yet ready to change their personnel practices and adapt
them to the increase in the older labor force in the labor market. To support older workers in the labor market
there is required the elaboration of state programs for the adaptation of employees of pre-retirement age in the
labor market.
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Introduction

The Russian Federation is one of the countries
with an aging population. In 2018 the share of the
population in the retirement age was equal to 25%
of the total population. According to the
demographic prediction, this share will rise above
30% by 2035. It is widely known that the aging
population reduces the flow of new labor force in
the economy and reduces the total labor force as a
whole. It also creates an additional burden on the
working population concerning the support of the
non-working population.

There are three global solutions to the problem
of aging population, allowing minimizing its
negative impact on the economy and the labor
market:

= immigration of working-age population
from the least economically developed
countries;

= automation of production processes that
reduce the need for labor;

= raising the age of participation in the labor
force.

The analysis of the Russian situation shows
the limited possibilities of using these methods.
First, the country has a zero average annual
migration balance of the working-age population.
Secondly, the level of technology development
and economic sanctions lead to the fact that
Russia has a significant lag behind the leading
economies in the automation of production
processes (Work in Transition, 2018). In addition,
the widespread availability of low-skilled and
low-paid workers makes capital substitution
uneconomical.

Thus, the main solution to the problem of
population ageing in Russia is to increase the
participation of the older population in the labor
force. It should be noted that the retirement age in
Russia is one of the lowest. Until the beginning of
2019, it was 55 years for women and 60 years for
men.

Since 2019, the country has launched a
pension reform, consisting of a gradual increase in
the retirement age by 2023 to 60 years for women
and 65 years for men. It is expected that this
measure will solve the main problems. An
increase in the length of the older population's
participation in the labor force will compensate
for a decrease in the inflow of young people into
the labor force. Raising the retirement age will
make it possible to achieve the necessary
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balancing of incomes and expenditures of the
Pension Fund of Russia, as well as to increase the
size of pensions.

However, the solution of these problems
ultimately depends on the behavior of economic
agents, the configuration of benefits and costs.
The increase in the length of stay of the older
population in the labor market is the result of both
the supply of labor and the demand for labor.

On the one hand, at present, it is legitimate to
raise the question of raising the age of
participation in the labor force due to increase of
the actual level of labor force participation of
people who have reached retirement age, increase
of life expectancy and improvement of the
population health, reduction in the number of jobs
with difficult working conditions in industrial
production and an increase in the number of jobs
in the service sector, rising educational level of an
older population and relatively high level of
development of their competencies (Klepikova &
Kolosnitsina, 2017).

On the other hand, according to the theory of
human capital, the knowledge and skills of the
employee depreciate with age, so the wages of
workers begin to decline. This reduction is higher
the higher the need for the physical effort of the
employee and the use of competencies related to
the flexibility and adaptability of the employee
(Gordo & Skirbekk, 2013; Gimpelson, 2018).

Moreover, the ongoing automation and
digitalization leads to an increased demand for
computer skills. This may increase the

unemployment rate, especially among workers of
pre-retirement age (Nica, Manole & Stan, 2018;
Sorells, 2018; Nica, 2018). This problem is also
considered in a gender perspective (Kral,
Janoskova, Podhorska, Pera & Negurita, 2019).
Specialists engaged in the study of the labor
market, note the existence of not only theoretical
dependencies, but also a number of negative
stereotypes associated with the use of older
workers’ labor (Hedge, Borman & Lammlein,
2006; Conen, Van Dalen & Henkens, 2012). In
relation to the Russian market, there is also a
fairly wide prevalence of age discrimination -
ageism. After 40 years, Russian workers face
problems in finding work, older workers' jobs are
limited to sectors of the economy with low wages,
older workers' earnings are, all other things being
equal, lower than those of younger workers
(Klepikova & Kolosnitsina, 2017; Gimpelson,
2018). An attempt to solve this problem was the
introduction by the state in 2018 of criminal
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punishment for unjustified refusal to hire or
unjustified dismissal of a citizen five years or less
before retirement age, the consequences of which
are ambiguously assessed by experts.

These problems indicate the need to analyze
the characteristics of the demand for older
workers not only through macroeconomic
assessments, but also microeconomic studies.
Many of them face the challenges of hiring
workers in the labor market. However, this does
not mean that they will respond to the signal from
the state and become more active in the use of
older workers’ labor.

Literature analysis showed that in many
countries employers have already begun to change
their personnel management practices for older
workers. For example, there is a study devoted to
the changes in Dutch employers' behavior
regarding the recruitment and retention of older
workers in 2000-2009. The authors conclude that
the position of older workers has improved
between 2000 and 2008. During the recession,
recruitment of older workers declined
substantially, while efforts to retain older workers
are in both absolute and relative terms higher than
in 2000. With respect to organizational policies,
the authors conclude that throughout the period
under observation these policies are dominated by
measures that "spare" older workers. (Conen,
Henkens & Schippers, 2011). In particular, in
order to cope with an increased proportion of
older workers, organizations develop old-age
adaptation policies (Ivanova, 2018; Lossbroek,
Lancee, Van der Lippe & Schippers, 2019). But it
should be noted that in many cases the human
resources management practices have changed to
a very limited extent. Organizations are still not
engaging in practices tailored to mature
employees because it is not a priority for
organizations (Armstrong-Stassen, 2008).

The object of the study is the practice of
working with personnel in the conditions of the
pension reform carried out in Russia. Calculations
show that if the labor force participation rate of
this population group increases, women over 55
and men over 60 will make up 14-15% of the total
labor force, compared to 8.8% at present. The
majority of older workers are sufficiently skilled.
The predominant areas of employment are
education, health, manufacturing, trade. The most
effective, according to experts, the work of older
workers can be in the workplaces of highly skilled
workers and specialists. At the same time, the
effectiveness of their work in the workplaces of
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managers, especially linear, is estimated as quite
low.

According to the results of the expert survey,
the majority of HR managers is sympathetic to
raising the retirement age, but are not ready to
expand the use of older workers in their
organizations. Strengthening the position of older
workers in the labor market requires additional
efforts on the part of the state.

1. Research methods

This study consists of two parts. The first part
assesses the participation of the older population
in the labor force and the qualitative
characteristics of this group of the labor force.
The article shows an increase in the participation
of the older population in the labor force, taking
into account the pension reform and changes in
the age structure of the population. Information
base of the study is representative for the Russian
Federation microdata population survey on
employment Federal state statistics service (2017)
and HSE University (2017).

The second part of the study is aimed at
assessing the reaction of employers to changes in
the retirement age. The study is based on an
expert survey of employers of the Omsk - city,
which according to its economic, demographic
and social characteristics occupies middle position
among the major Russian cities with population
500 thousand people and more. This gives reason
to believe that the situation with the use of older
workers in Omsk is typical for large Russian
cities, whose labor markets are developing most
actively.

There were interviewed experts representing
38 organizations of large and medium-sized
businesses operating in Omsk, on the use of labor
of older workers (women of 50 years and older,
men of 55 years and older). The selection of
organizations took into account their belonging to
the types of economic activity, where the work of
older workers is the most common (production,
transport and storage, education, health, public
administration, trade).There were used the
following criteria for selection of experts: holding
the position of the head of human resources
departments of organizations, or their deputy, or
employees who individually perform the functions
of personnel manager in organizations; the
presence of work experience in the field of
management for at least five years. The expert
survey included the following  blocks:
characteristics of older workers; efficiency of
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older workers in the context of jobs; opportunities
and conditions for expanding the use of older
workers; adaptation of personnel management
practices for older workers.

The results were processed using descriptive
statistics methods.

2. Older workers on the Russian labor
market

The older Russian population has a fairly high
level of labor force participation. The high labor
force participation rates at the pre-retirement age
(50-54 for women and 55-59 for men) are almost
halved in the first five years after retirement and
are around 10% thereafter. At the same time,
older women have a slightly higher labor force
participation rate than men (table 1).

Table 1 Participation in the labor force of the Russian
population in older age, %

Group employed unemployed inactive
Men 67,5 38 28,7
including: early-
retirement age 75,5 38 20,7
in the first five years
after retirement age 37,8 14 60,8
in 65 years since
retirement 8,3 0,3 915
Women 52,8 2,8 443
Including: early-
retirement age 83,0 31 139
in the first five years
after retirement age 45,6 16 52,9
in 5 years since
retirement 9,0 0,3 90,7

Source: The authors

A five-year increase in the retirement age will
lead to an increase in the labor force participation
of the part of the population that is now in the
"first five years after retirement age" group.
Calculations show that if the labor force
participation rate of this population group
increases, women aged 55 and over and men aged
60 and over will make up 14-15% of the total
labor force compared to 8.8% at present (authors'
calculations). Such a significant increase in the
labor supply of this population group requires a
more careful study of its characteristics.

According to the authors' calculations, workers
in this age group have a fairly high level of
education. According to the classification
currently used in Russia, 24.4% of employees in
this group have higher education, and 44.4% have
secondary vocational education. More than 90%
of the employed are concentrated in a relatively
small list of economic activities (Fig. 1).
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Figure 1 The work characteristics of older workers
(Percentage of the total experts surveyed)
Source: The authors

Most often, employees of the "new" pre-
retirement and retirement age work as skilled
workers (20.4%) and specialists (38.2%). About
15% of them are employed in trade, 13.9% are
unskilled workers, and 8.3% are managers of
different levels.

3. Personnel management in the
context of pension reform

The expected growth in the labor supply among
older workers should obviously have an impact on
the labor market and on the company’s personnel
policy. Let's stop on the results of the experts’
survey.

The results confirmed the presence of certain
stereotypes regarding the characteristics of older
workers (Fig. 2).

Weaksusceptibility to
innovation

Greater commit {'n
to an organizatio

Crep R

Greater .
professionalism
l}eluc%ance t%
education an
evelopmen
h loss ot working |
mor| c" %&onal

0 50

100

Figure 2 The work characteristics of older workers
(percentage of the total experts surveyed)
Source: The authors
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The Fig. 2 shows that older workers are
prescribed both positive (commitment to the
organization, professionalism, responsibility and
discipline) and negative (especially often — a weak
susceptibility to innovation, unpreparedness for
learning and development) qualities. At the same
time, state-owned companies or companies with
state participation in the authorized capital more
often point out the greater commitment to an
organization and high professionalism, and
private companies mention a weak susceptibility
to innovation and loss of working time. These
differences are probably to some extent the result
of differences in the market position of
companies. Relatively low public sector wages
determine the demand for commitment and
loyalty, and a highly competitive private business
environment determines the demand for
susceptibility to innovation.

The majority of respondents confirm the
existence of ageism problem on the Russian labor
market.

In response to the question whether experts are
aware of cases of denial of employment to
candidates because of their age, 92% of
respondents reported that they know about such
cases. More than half (58%) of experts believe
that such cases will occur more often as the
pension reform progresses. Overall, 84.2% of
experts fear that the situation of older persons in
the labor market will worsen (answering these
questions, the experts assessed the situation in the
labor market as a whole, and not in their
companies).

Speaking about the efficiency of older workers
in their organizations, the experts identified two
niches — highly skilled workers and specialists. In
their opinion, high professionalism of these
workers can provide the maximum result at these
workplaces. The efficiency of this group of
workers in the workplaces of managers, especially
linear, is estimated as low.

Increasing the number of older workers as the
retirement age rises will require employers to
adapt to the new situation. With the exception of
some labor market niches where the prevalence of
older workers is traditionally high due to high
skill requirements and / or low wages (e.g.
education, health, industry, transport), the rest of
the companies will have to adapt to the new
situation. Thus, it is known that older workers
often have a need for flexible working hours. The
extension of the period of employment actualizes
the issues of training and development of this
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group of workers. Objectively worse health of
older workers increases the demand for corporate
social programs related to health maintenance and
medical care.

Our research has shown that employers, who
are generally sympathetic to the need to raise the
retirement age, tend to believe that it is their
organizations that will be least affected by the
pension reform. The majority of respondents
(more than 80%) are ready to expand the use of
older workers only if external conditions change
(a significant increase in demand for products, the
provision of financial benefits from the state, the
introduction of additional requirements for the use
of older people by the state). Only about a quarter
of the experts reported having or developing
personnel management technologies adapted to
the use of older workers. The main changes
employers associate with the development (use)
of part-time programs, flexible working time
regimes, the transfer of older workers to jobs with
a lower load, allowing keeping the employee and
using his labor potential (table 2).

Table 2 Willingness to use personnel management
practices adapted for older persons, % of respondents

Personnel management practices Answers
Exists Doesn't exist, but it
is planned
Part-time employment 10,5 53
Flexible working hours 10,5 13,2
Preparing for retirement 15,8 10,5
Additional days off 0,0 79
Workplaces creation for older 0,0 53
workers
Source: The authors
Some employers also declare partial

adjustment of practices of selection, adaptation of
personnel and development of personnel. At the
same time, there is a certain dependence of the
mention of these practices with the conditions in
which the organization operates. More often than
others, relatively small non-governmental
organizations with the number of employees up to
100 people point to the use and development of
practices of working with older workers.

One of the main problems of employment of
older people is considered to be outdated
knowledge and skills. Most often there is a need
to develop soft skills, computer skills, skills in
engineering and technology (37 - 45% of
respondents).

However, most employers are not prepared to
bear the costs of training of this group of
employees. More than a half of the respondents
believe that maintaining the competitiveness of
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this group of workers is solely the task of the
state. Another 24% believe that this task should be
solved by the state together with other
stakeholders. Employers are ready to engage in
this work either with incentives or with the use of
additional administrative resources by the state.
A significant number of employers are ready to
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use non-market methods of solving the problem
by creating jobs for this group of workers by the
state, similar to the practices of subsidizing jobs
for disabled people, which are widely used in the
country (Fig. 3).

Encouraging enterprises hiring people in pre-
retirement age

Workplaces creation for this group of employees at
the state's expense

Encouraging enterprises training people in pre-
retirement age

The establishment of quotas for employment of
workers in pre-retirement age

Training of employees in pre-retirement age at the
state's expense

Training of employees in pre-retirement age in new
professions at the state's expense

10 20 30 40 50 60 70

Figure 3 Distribution of responses to the question “What do you think, what kind of effort from the government are
necessary to take to not cause negative consequence for older workers because of the increasing the retirement age?”
(percent of the total experts surveyed)

Source: The authors

The introduction of criminal penalties for
unjustified refusal to hire or for unjustified
dismissal by the majority of experts (more than
80%) is not perceived as an effective measure.
This is largely due to the lack of elaboration of the
rules and the ambiguity of the interpretation of
unjustified refusal or dismissal. On the other hand,
the application of this rule will lead to the fact that
unreasonable refusals and dismissals will be
applied in advance, before the pre-retirement age
established in the legislation.

Conclusion

Thus, faced with the problems of shortage of labor
of the necessary quality in the conditions of
pension reform, firms operating in highly
competitive markets are beginning to think about
changing the practices of work with personnel and
strategic decisions regarding work with older
personnel. For such employers adaptation of
personnel practices to the work with employees of
senior age becomes actual. This includes the use
of part-time programs, the introduction of flexible
working hours, and the transfer of older workers
to jobs with less workload.
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At the same time, most employers are not yet
ready to change the practices of working with
personnel and adapt them to the increase in the
share of older workforce in the labor market. They
are either waiting for additional impacts from the
state, or rely on increasing the intensity of
employment of younger workers.

Both conclusions are consistent with the data
of foreign studies. We believe that in the Russian
Federation, changing the practices of working
with staff will be harder because of the
widespread ageism, reducing the prevalence of
which requires serious and targeted measures on
the part of the state.

Special attention should be paid to the problem
of personnel training. Raising the retirement age
will require investment in training older workers
in new skills. And this need will be the higher, the
more complex the work which is performed by
the employee. Theoretically, an increase in the
retirement age increases the return on investment
in human capital, but only 5% of experts reported
an increase in training practices for older workers.
The concerns of others are related to the already
mentioned low susceptibility of this group to
innovation and unpreparedness for learning.
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Thus, employers are willing to employ older
workers in highly skilled jobs of workers and
specialists, but are not willing to invest in their
development, hoping for state assistance.
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