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FOCUS GROUPS
AS A PREDICTOR OF
POLITICAL TURNING POINTS



D_ 6 years before the report

essential tool of evidence-based policymaking
We widely used focus groups and in-depth interviews
combining them with data from representative surveys

Such a combination proved to be useful in predicting recent

But the first wave of our research on the issues of political
and economic modernization was based on a very different
approach



Focus groups

as a pathbreaking indicator

According to our previous experience, focus groups have the predictive
power with a time lag of 6-9 months of the turning points in representative
surveys

Important early warning signal — emergence and increasing frequency of
new opinions, previously not expressed, e.g.: “WE ARE NOT A CATTLE *“

This is how our first report issued in end-March 2011 successfully
predicted the forthcoming political crisis and public unrest

But by the mainstream sociologists and by many political analysts it was
initially perceived as “wishful thinking”

But many of our predictions turned to be correct, while the probability of
some others has increased significantly

We were able to correctly interpret the internal logic of the political
process 4
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. The predictions which came true

Oﬁr i'ésea.rch showed that the decline in popular confidence is a self-
accelerating process with strong positive feedback.

The aging of Vladimir Putin’s political brand will continue, accompanied by
the fast increase of his anti-electorate

Dmitry Medvedev will be unelectable as the next President of Russia;

Public reaction to the tandem swap will be negative and will trigger
radicalization of public opinion

Criticism of the leadership will soon reach out from the Internet to the
broader mass media (including three main strictly censored TV channels)

Political satire will become widespread and the culture of political jokes will
revive

The effectiveness of official rhetoric will decline; even the most constructive
programs and concepts will be perceived negatively by the public 6



Focus groups as a leaders’

lifesycle indicator

Lifetime confidence ratings of political leaders are often bell-
shaped, similar to a market product lifecycle

From our past records, each phase of the lifecycle
corresponds to a specific set of attitudes

These attitudes are clearly readable in our focus groups

Attitude change in the focus groups can predict the shift to a
new phase ahead of representative polls

On the basis of our focus groups data we successfully
predicted two ways of confidence decline for Viadimir Putin:

* in April-December 2011
* In April-September 2012 i



Lifecycle of political
product

Rise Culmination Stabilization Decline Political death
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I Confidence ratings of Putin
' 10-11 November 2012
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SOCIO-ECONOMIC DRIVERS OF
POLITICAL TRANSITION:

Emergence of the new middle class

13



1a: GDP (PPP) per capita and average growth rate
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v Success stories:
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Success stories:

Financial penetration

Share of 'banking account holders, percent Number of ATM per 1000 persons -
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The share of the middle class

In all population
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In economically active
population
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Non-middie class

Core middle class
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Share of respondents, who think that

adissatistaction ny the autnorities IS increasing,
' Autumn 2010, (in % of the social group)

Russia without Moscow Moscow
Low High Low High
Total
Status Status Total Status Status

Males-total 36 37 32 46 40 55
18 — 34 years 32 33 31 45 34 58
35 — 55 years 39 41 34 44 39 50
55+ 38 38 33 50 47 56
Females - total 38 39 33 47 49

18 — 34 years 37 37 35 49 54 41
35 - 55 years 41 41 35 55 56 52
55+ 36 37 24 38 40 12

Source: SCR e —
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rotest intentions continue to decline

10-11 November 2012
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QUIET SOCIAL REVOLUTION:
POVERTY ALEVIATION
AND ATTITUDE CHANGE

27



Unresolved socio-economic problems inherited from the first “Putin’s
decade” serve as a consolidating factor, blurring contradictions in the
political expectations of mass social poles.

The middle class, as well as other social groups, now tend to express
homogeneous, ideology-free and pragmatic demands for change

They are focused on a narrow circle of problems:
* education
* health;
» personal security and the rule of law
» infrastructure services (particularly in the public utilities sector).

The demands politically consolidating all social groups outnumber the
demands that cause conflicts between them.

There still remains a chance to address the overwhelming majority of the

population with a single political agenda -
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incomes increased 2.4 times and real wages more than 3 times

Unemployment by ILO definition declined from 10.5% in 2000
to 6.2% in 2007

Income inequality increased only marginally: in 10 years Gini
increased — from 0.40 to 0.42)

Poverty headcount reduced by over 2.5 times and continued to
decline during the first phase of the global financial crisis

Incomes were growing rather uniformly across various income
groups, so the benefits of growth were spread broadly

29
Source: Rosstat



POVERTY ALEVIATION

- R —

In 2001 0.9% of Russians were living on 1.25 $US on PPP a day.
Since 2008 this group is no longer observable in household surveys.
6% of Russians in 2006 were living on less than 2 $US on PPP a
day.

By 2009 there share declined more than 100 times — to just 0.05%.
Practically all Russian poor now belong to the low middle class by

the World Bank definition (daily incomes between 2 and 13 $US a
day).

Even if measured by the US poverty threshold (15.5 $US a day in
2010) Russian poverty headcount declined from 64.4% in 1999 t to
just 30.6% in 2010 (and to about 25% if equivalence scale is taken
into account). 30

Source: CSR, Russian Academy of National Economy and Civil Service



Alleviation of absolute poverty
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Poverty in Russia and the USA

In percent of the population

* In 2010 - 30,6%

10,8 15,5

12,6 15,1
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Covergence in

non-substantial consumption

* Being poor in Russia no longer means absolute
deprivation. Vast majority of Russian poor can
afford a certain degree of non-substantial
consumption

* In many ways the gap between them and the middle
class is shrinking.

* In 2005-2010 the gap between 1-2nd and 5-9th
income deciles declined
* in car ownership from 2.5 times to 1.9 times

* in computer ownership — from 3.3 to 1.5 times.
33



n Non-substantial consumption
i

Cell phones per 100 households:
Poor 244
Non-poor 225

Imported cars

Home made cars

LCD and Plasma TV

No-frost refrigerators
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Nutritional convergence

Nutrition gap between non-poor and

poor
2000 2010
Vegetables 21 1,6
Fruits and berries 3,4 2,2
Meat and meat products
eat an produ 25 16
Milk and milk products
2,1 1,6
Fggs 1,8 1,4
Fish and fish products 2.1 16
Calories per day 1,8 1,3
Proteins per day 1,9 1,4 -

Source: CSR, RANH | GS _




D‘ Housing convergence

- a4 _— »
Poor Non-poor
Share of households living in
separate dwelling, % 97,7 98,7
Number of rooms per household 2,58 2,44
Total area, sq m 15,7 22,1

36
Source: CSR, RANH | GS



D High mobility between income
i

groups facilitates convergence
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Tféaifibnalist survival values which prevailed
during 1990-s and most of 2000-s are loosing
ground

To the forefront come issues of human
development typical to the middle class

Individuals regain appetite for economic risk

Human development priorities come to the
forefront

Political system of early 2000-s no longer fits
the changing expectations 38



Weakening of populist and

nationalist sentiments

* The chvergence between demands from the middle class
and other social groups makes the population less sensitive
to populism.

« Confidence is not bestowed upon anyone in advance, but
rather is won through the fulfillment of realistic promises
reflecting people’s everyday demands.

 Under these circumstances, a nationwide populist leader
building his or her strategy on promises than cannot be
executed would find it extremely difficult to win public

confidence.

« Radical nationalist movements and their leaders are even less
likely to gain massive support.

39



Approval ratings of Russian Presidents

and economic percentions
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A QUEST FOR A RENEWAL OF
POWER:

Focus groups combined
with psychological
assessment

41



A quest for a new generation

of political leaders

The political crisis in society is also manifested in the unconscious search
for new generation leaders and new ways of political communication.

This process is far from complete, leading to weakening confidence in
federal-level political leaders and parties.

At the local level, however, public trust is being won much faster, giving
additional benefits to the opposition in local and regional elections.

Our study shows that public trust, won at the local level, can easily expand
to the federal level, as was the case with the leader of the “Development”
movement Vladimir Yegorkin, who had moved ahead of second echelon
politicians, excluding Alexei Navalny, in the conditional presidential
election.

The new wave leaders having successful work experience in the municipal
or regional governments and showing genuine awareness of local
problems have a good chance of achieving “vertical lift” ensuring a fast

advance into nationwide policy.
42



A quest for new leaders:

L‘I Hypothetical voting outcome
President Governor Mayor Party leader
A.Navalny 26 20 21 17
V. Egorkin 16 12 14 4
G. Gudkov 11 6 11 13
S. Udaltsov 10 6 6 11
E. Roisman 10 9 16 9
O. Dmitrieva 6 15 8 S
V. Medinski 6 8 1 6
D. Gudkov 2 6 0 8
V. Yakemenko 2 8 Z 8
K.Krylov 0 0 0 9
L.Volkov 0 0 2 0
S.Neverov 0 0 2 0

)
)
)
)



The new round of CSR’s research testifies to fast and profound
attitude change.
The decline in the trust to the authorities is driven by fundamental
reasons.
« alienation of the population from the authorities
« demand for political renewal.
But the Russians see no opportunities to achieve this goal.
Deteriorated attitude to Vladimir Putin is manifested in:
- an irritated response to his PR campaigns and political rhetoric
* in the absence of new positive achievements while his past political
merits get quickly forgotten.
There is a deterioration in the attitude to:
Dmitry Medvedev
all political parties
the electoral system
all political leaders including those of the opposition. 44
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Childbirth benefits, maternity capital, attempt to raise the birth rate in the country

Ability to speak eloquently

Fight against terrorism

Development of high technologies

Increase in wages and pensions

Investment in sports

Strengthened position of Russia globally

Disclosure of offi Is’ earnings
Longing to strengthen Russia’s role in the world

Longing to preserve the country
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Attitudes to the authorities:

psychological tests

. .The péychological tests have shown that the authorities are
perceived antagonistically

 The authorities are regarded as strong but pursuing
personal advantages, acting aggressively, and posing a
source of increased danger.

« At the level of subconscious the respondents consider their
relations with the authorities as alienated, distanced and
hostile.

* In the projective psychological tests the respondents
describe them as relations typical of wildlife between the
predators with which the authorities are associated, and

their victims with which the people are associated.

48
Source: CSR



Associative images of the

_au!horities

Authorities associated Public associated with the Percentage
with the

Wolf Sheep, hares 30%
Lion Sheep, hares, dogs 18%
Tiger Sheep, monkeys, jackals 12%
Eagle Sparrows, hummingbirds, doves, crows 10%
Bear Dogs,sheep 6%
Constrictor Donkey, monkeys, macaques 6%
Crocodile Sheep 4%
Boar Dogs, ants 4%
Kind dragon Horse 2%
Black goat Sheepledbya black goat 2%
Tank Globe 2%
Bat Sheep 2%
Soap bubble Scapegoats 2%

Source: CSR



Attitudes to the Russian Orthodox Church:

T .
ﬁ

* The interference of the Russian Orthodox Church with
politics does not only impede the reduction of tensions
between the authorities and society but also brings
forth new sources of confrontation.

* According to the projective psychological tests, in
respect of its attitude to the Russian Orthodox Church
Russian society is split into two unequal antagonistic
groups — with an express positive attitude (a
majority), and with an acutely negative attitude (a
significant minority).

50



Positive and negative attitudes to

the Russian Orthodox Church
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Social syndrome of learned

helplessnhess

Yes, mostly No, mostly
yes no

Question

Do you have a feeling that the country policy does not
depend at all on public actions (voting at elections, public 82% 10%
rallies, etc.)?

Do you have a feeling of disillusionment in Russian

: 81% 9%
policy?
Do you have a feeling that the life of people in the country
coresponds to the saying «dead end, wherever you 74% 7%
push»?
Do you feel yourself at a loss and pessimistic with 66% 15%
respect to the future of our couniry?
Do you have a feeling of flimsiness of Russian policy? 63% 16%
Do you have a feeling that Russia will eventually fail to
have a strong democratic state, as compared to other 58% 19%
countries?
Do you have a feeling of unpredictability of Russian 559% 21%
policy?
Are you satisfied with current life of our country? 11% 74%

52

Source: CSR
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Protest decline is accompanied by mass
legitimation of political protests as a

vehicle for change

* The elections including the single voting date of 14
October, have shown that the population is very sensitive
to the defiant lack of prospects to renew the authorities
through the election.

* In their turn, the awareness of lack of prospects and
frustrated hopes for a voluntary change of political
leaders result in swift increase of the legitimacy of
protest-revolutionary scenarios to renew the authorities.

* For the first time throughout the whole history of our
sociological observations, the scenario of renewing the
authorities by protest and revolution was discussed in
detail and unfailingly keenly by all of the focus-groups at
the initiative of their participants.



The drivers of further change

Given the sheer political impassiveness of the overwhelming part
of population in Russia, the implementation of the protest-
revolutionary scenario is not viable under current conditions.

However, propensity fok protests in Moscow remains high (15-17%
Rising legitimacy of protests in society increases sensitivity to the
potential triggers of mass protests:

« The new wave of the economic crisis

 Moscow City Duma and Moscow Governor’s elections in 2013

« Moscow Mayor elections
Fragmentation of the elites is another important driver of change.

The vertical of power is no longer working in policy process which

becomes increasingly decentralized
55



IMPLICATIONS
FOR THE MEDIUM-TERM
ECONOMIC GROWTH



Russia no longer lags behind in
recovery rates

-12
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Other emerging markets

Source: The World Bank - _
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Russia — an Island of optimism:
PMI HSBC increased again in October
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Source: Markit, HSBC —



PMI in September and
'PMI increase in August-September

ST

3nayenue uuaexcos PMI B centabpe 2012 1 npupoCT 1Mo CPaBHEHUIO € ABTYCTOM
3.0 PMI BILLIE 50, PACTET

PMI HHIKE 50, PACTET Fepmanus ¢
2.0 Hranus ¢ Typuus_¢
o [onnanaus
1.0 EBpo3oHa # [1o6aabHbIH
Henduma | T ¢ * Upfanzus
['peuus + Anodus o Bpazunua &
0.0 ® Kuraii .
Hlneunﬂﬁl e . WHaus
{dimans Yexus ¢ CIIA .
10 BengkoGpur-1 ¢ Jlanus # Kasaz
Asctpus b nﬂnmu
-2.0 Kopes

30 pangus — elllpeiinapis
4o PMIHHKE 50, CHHKAETCA fgﬁp PMI BBILLIE 50, CHHIKAETCA
4 43 44 45 46 47 48 49 50 51 52 53

R 2 Wl medeis B mamn i mm B e man ammem

Source: Markit, Haver, Center of Macroeconomic Research of Sberbank el



_ Correction for crops
») Slowdown of GDP
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Doing Bisiness-2012
During the last 7 years Russia was in the top-30 among
167 countries which improved business environment

b

Cunranyp 1 1 0 [loJsibia 55 74 19
lonkour 2 2 0 benapych 58 60 2
Hosas 3enanjus 3 3 0 Yexus 65 67 2
CIHA 4 4 0 Azepbanpkan 67 66 -1
JNanuna 5 5 0 Kupruaus 70 69 -1
Hopeerus 6 7 1 Typuwms 71 68 -3
Benunkobpuranus 7 6 -1 HUranusa 73 75 2
0xknas Kopes 3 9 1 ['peums 78 89 11
I'pyaus 9 12 3 XopsarTus 84 80 -4
Apcrpanus 10 11 1 Mun,u,nga/ sz\a@ 3
CepGus 86 95 N9
Fepmanus 20 18 2 /Kurait 91 91 N
CaynoBckas ApaBus 22 23 l/ Poccuna 112 118 6 \
[Mopryraaus 30 30 Aprenruna 124 116 -8\
Apmenus 32 50 8 bocuusa u 'epuerosuna 126 127 1 J
Ppanums 34 32 ' HMuponesus 128 130 2
CioBeHus 35 35 O\ |[Bpasuius 130 128 2/
IOAP 39 35 -4 NHnus 132 132 )
Mcnanud 44 42 -2 }’Ma 137 152// 15
CnoBakus 46 46 0 Taﬂ}ﬂum 4@1//@' 6
Kazaxcraun 49 56 7 Yabexkucrau 154 168 14
Beurpusa 54 49 -5 Benecyana 180 179 -1




But investments stagnate
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Since mid-2011 Russian stock

market indices have delinked
Dow Jones
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Russian businesses are hedging

political risks abroad

i I_E:iljt'::'jlllll
 PAIPAROTON]

 Unless RTS-Dow jones delinking happened,
today RTS index would have been roughly 50%
above its current value

* Net capital outflow during the last 5 years was
US$ 363 billion

* Net capital outflow this year is expected at
about US$ 70 billion — roughly 5-year average

 From July 2010 to July 2012 foreign debt of

Russian companies increased by US$ 122.2 bin
to US$ 532.2 bin
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Thank you for attention!
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