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Do younger workers have the advantages in the Russian economy?

Structural changes in the demand for labor during the Russian transition resulted in depreciation of some production skills and behavioral patterns acquired during the Soviet era. At the same time, the value of the up-to-date knowledge, skills, and behavioral patterns was increased. Since preferences, behavioral patterns, and knowledge of younger people are more suited to the requirements of the market, younger workers have the advantages over older ones in the transition. The adaptation of skills and knowledge to new environments takes time, so every new generation of workers entering the labor market is more productive. Hence, earnings depend on a cohort of a worker in the transition.

Two panel datasets consisting of Rounds 5–7 and 8–10 of RLMS were employed to separate a linear effect of a cohort on earnings of Russian workers. To adjust for a sample selection bias, the Heckman selection model was estimated. In comparison with Rounds 5–7, a linear effect of a cohort on earnings decreased by 50% in Rounds 8–10 being equal to 0.10 in magnitude. The estimation revealed that error terms of the regression and selection equations were strongly and negatively correlated. There are several possible explanations of the results. First, one may argue that workers with high abilities refuse to provide the information on their wages for a number of reasons. Another explanation assumes high heterogeneity of human capital, since not only do some individuals among those whose characteristics are not favorable to find a job have it, but also they earn unpredictably high. 

The obtained results are ambiguous. On the one hand, they show that in Russia younger workers have perceptible advantages expressed in terms of wages over older individuals after adjusting for the differences in other personal characteristics. On the other hand, the minority of workers with high abilities, who are assumed to be young, earn unpredictable high wages that are hidden in part, whereas the rest of them have no income. The latter may implies that the demand for workers with high abilities is low in Russia.

