
Annex 3. Typology of Russian regions in terms of property structure and its dynamics over the period of market transformation of the ‘90s.

The first decade of market reform in Russia has clearly demonstrated that its regions appeared non-homogenous from the perspective of adjustment to new economic conditions and the pace of reform.

Whereas the reform of property relations was, along with liberalization of prices and economic conditions and financial stabilization, an element of the market transformation, the question of inter-regional differentiation of the process appears quite natural.

Before tackling this issue, one should note that similar to other transitional economies, the property relations reform in Russia had privatization of public property form a nucleus that was complemented by the consequent expansion of private sector on the basis of establishment of new businesses.

Accordingly, one can conduct analysis of inter-regional differentiation in terms of the property relations reform with account of both the privatization process itself and the contribution of a certain sector of the economy to overall economic performance on the level of a certain territory.

1. Differentiation of privatization process 
in Russian regions.

The analysis of inter-regional differences of privatization process conducted in the course of implementation of a research under the auspices of CEPRA
 project showed that, overall, Russian regions appeared relatively homogenous from the perspective of formal indicators of the privatization process (general dynamics and dynamics of privatization across different kinds of public property), though, as long as different kinds of public property are concerned (federal property, RF Subjects’ one, and municipal property), the structure of the whole mass of privatized enterprises (objects) had a substantial inter-regional differentiation.

In principle one can argue that such a situation is rather natural, as the stage of mass privatization and primary fixing of private property rights in the country (1992-94) was taking place on the basis of prevalence of the federal center’s provisions that were secured by directive appointment of Heads of regional governments by presidential Decrees
in the majority of regions. At the same time during the period in question local authorities would have relatively small possibilities to exercise a serious (from the quantitative point of view) influence on the process of privatization of large enterprises owned by the federal center (as a rule, those were enterprises of basic sectors that earlier had been directly subordinated to the government of the USSR or governments of its former Republics).

At that time regional separatism manifested itself occasionally (introduction of personal privatization deposits in Tatarstan, accept at single auctions on sales of privatized enterprises’ shares of the vouchers issued only in the specific region, changing the schedule and procedures of privatization of a number of enterprises, declarative decisions passed by local Councils (or the respective preparations for that) on  suspension of voucher auctions in a number of regions during the period of intensification of the conflict between the executive and legislative powers on the federal level (1993).

During consequent years (starting from 1995) the regional authorities have had greater possibilities to influence the privatization process, however, as a rule, during that period they would center on residual stakes (i.e. not sold, due to various reasons) or specially fixed as state property stock packages of enterprises that had changed their property form at the mass privatization stage, rather than on newly privatized enterprises. The above was not shown in the official statistical reports issued by Goskomstat of RF and the RF Ministry of State Property.

At the same time it was possible to single out a group of RF Subjects that were characterized by a greater (compared to the average index nationwide) share of enterprises (objects) privatized after 1994 (mostly thanks to the enterprises owned by RF Subjects or the federal government), including creation of joint-stock companies during that period. However the economic contents of this process within the group appear different.

On the one hand, the group comprises the regions that consciously distanced themselves from the privatization model applied nationwide (Moscow, Tatarstan, Bashkortostan, Kalmykia, Ingoushetia) and pursued a “catching-up” privatization, while, on the other hand, there is a sub-group of regions, where, due to various reasons (restrictions on privatization, specifics of the region’s profile industries), there was a great number of public enterprises remaining upon the completion of the mass privatization stage. Such enterprises formed objects for further monetary privatization (Moscow, Perm, Tomsk, Kamchatka oblasts, Kransoyark krai) or yet after privatization of the majority of enterprises at the voucher stage, the process began to involve, through non- standard methods, new categories of objects, such as real estate, land, indebted enterprises (Arkhangelsk, Vologda, Ivanovo oblasts).

In addition to some differences in the pace of privatization process, one can single out certain specifics in implementation of concrete privatization policy options that relate to its single components.

“Small” privatization has appeared far less intense in the Far North regions and areas equaled to them, as well as in the regions whose authorities pursued an economic policy being different from the one conducted by the federal government (republics of Volga Super-region and North Caucasian republics, Ulyanovsk and Lipetsk oblasts).

Analogously, as far as “large” privatization is concerned, one can argue that in the post-privatization period in the majority of West-Siberian regions, city of Moscow, a whole range of national republics (Karelia, Komi, Tatarstan, Bashkortostan, Ingushetia, Kabardino-Balkaria, North Ossetia) the government has retained a substantially greater level of property control over the corporate sector compared to the one noted nationwide (specifically, by fixing stock packages in the government ownership and by including “Gold share” in enterprises’ authorized capitals.

The analysis of inter-regional differences in terms of competitiveness rate of the privatization process, proceeding from incorporation outcomes, i.e. establishment of joint-stock companies on the basis of large- and medium-size public enterprises, brought about somewhat unexpected results.

Insider control over newly created joint-stock companies in regional terms (at least, over a short post-privatization period) that can be considered to be proceeding from formal signs (the share of large and medium-size enterprises that opted for the 2nd variant of privileges in the course of their incorporation and enterprises transformed into AO=s from leased enterprises has proved to spread to a less extent (a lower proportional weight of such enterprises relative to the average nationwide rate) chiefly in the group of regions that appeared the least successful in terms of their adjustment to new conditions and consequent development. So, one can question a common thesis of the early ‘90s of insiders’ prevalence in a privatized enterprise’s capital structure as a main obstacle to production modernization by means of its restructuring and attraction of foreign investment necessary for renewal of sustained economic growth based upon market mechanisms.

With a certain level of conditionality, the areal of spread of non-standard (supporting) methods of privatization allows to argue there is a correlation between their practical application and policies exercised by the authorities of the RF Subjects. Indeed, their most intense (in terms of quantity) and broad (from the perspective of the whole range of methods) application was noted in the regions considered shining examples of an active and successful promotion of market reform (Vologda, Yaroslavl, Rostov, Saratov, Sverdlovsk oblasts), however, that is not all. The same level of intensity was also noted in Ivanovo, Tver, Kemerovo, Chita oblasts whose economies are depressive and which fall within the category of the most unfavorable regions from the socio-economic perspective. Considering an insignificant proportional weight of non-standard methods in the overall structure of privatized enterprises (objects), the role of this factor for analysis of inter-regional differences of privatization process can be judged as secondary.

Despite a great intensity of the privatization process between 1992 to 1997, the country’s public sector is still huge. According to the methodology employed by the RF State Property Committee, by early 1998 the share of non-governmental sector accounted for 59% of the number of enterprises, as of the moment of the start of privatization. Similar to many other indexes, this indicator was characterized with a substantial inter-regional differentiation, which becomes rather visible in the course of classification of all the RF Subjects according to this indicator:

1. The group of regions with the least intense privatization (26 Subjects): Murmansk, Leningrad, Vladimir oblasts, city of Moscow, Mordovia, Kalmykia, Tatarstan, Samara oblast, Dagestan, Ingushetia, Kabardino-Balkaria, Karachaevo-Cherkessia, North Ossetia, Krasonodar Krai, Perm Oblast, Bashkortostan, Tyva, Sakha (Yakutia), Yamalo-Nenetsky, Taimyr, Evenk, Ust-Ordynsky Buryatsky, Aginsly Buryatsky, Chukotka, Koryak autonomous okrugs) where the number of privatized enterprises accounts for less than 50%. Specifically, in Mordovia, Kabardino-Balkaria, North Ossetia, Tyva, and Taimyr the respective index is under 1/5.

2. The group of regions where over half enterprises was privatized, however, less than the respective nationwide average index (i.e. not more than 60%), comprises 16 regions: Karelia, Novgorod, Pskov, Moscow, Nizhny Novgorod, Penza, Ulyanovsk oblasts, Mary-El, Chuvashia, Adygea, Novosibirsk oblast, Khanty-Mansy AO, Krasnoyarsk krai, Jewish AO, Amur, Magadan oblasts)

3. The group of regions with the highest rate of privatization (with at least 80% of enterprises privatized) comprises 12 RF Subjects: (Orel, Ryazan, Belgorod, Volgograd, Saratov oblasts, Stavropol krai, Orenburg, Chelyabinsk, Tomsk oblasts, Buryatia, Chita, Sakhalin oblasts)

4. The group of regions where the rate of privatized enterprises was higher than nationwide on average (i.e not less than 60%), but smaller than in the third group (i.e. not more than 80%): the group comprises all the RF Subjects that are not embraced by the aforementioned three groups.

The above classification is based on the data across all the mass of enterprises, as of the moment of the start of privatization, and includes both the federal and municipal property, as well as the property of RF Subjects, across all the sectors of the economy.

2. Differentiation of Russian regions in terms of the level of influence exercised by the non-governmental sector on economic development until 1997.

Evaluation of inter-regional aspect of the property relations reform proceeding from the contribution of a certain sector of the economy to economic performance is likely to be more essential. However implementation of such an approach finds itself in a serious contradiction to possibilities granted to a researcher by Russian statistics. 

Computations of Gross Regional Product carried out by Goskomstat of RF since 1994 do not contain integrated data on contribution of enterprises of a certain property form to GRP of single regions. At the regional level, currently it is just the information on the contribution of enterprises and organizations of different property forms to economic performance of a number of sectors of the economy (the industrial sector, agrarian sector, construction, and trade) that is available.

Their aggregation into the cumulative index of GRP production by enterprises and organizations of a certain property form is not possible both because of a clearly incomplete range of sectors contributing to the production of gross regional product (the data is lacked on contribution, on the regional level, of enterprises and organizations of different property forms of such sectors, as transport, communication, household an other services, housing and communal sector, finance and credit sphere, science and related services, the block of social and cultural sub-sectors) and due to the fact that the respective indices are incomparable (computation of GRP as an analogue to Gross Domestic Product at the regional level requires value-added index rather than gross indices of volume of industrial output or retail trade commodity turnover).

In the absence of aggregate data on contribution of enterprises and organizations of a certain property form at the regional level, one can analyze inter-regional differentiation of the property relations reform across indicators of single sectors’ performance.

In the course of implementation of the present research this problem was studied into specifically with respect to the industrial sector. The analysis showed that after 1994 inter-regional differences in terms of the share of non-governmental sector in the industrial sector became insignificant. For example, according to the 1997 results, the share of non-governmental enterprises in the volume of industrial output roughly accounted for 90%. Of all the Russian regions, it was only Ingushetia and Chukotka where non-governmental enterprises provided for less than a half of the regional industrial output, while in Altay Republic - slightly over half of that, in Smolensk oblast, Kalmykia and Tyva- between 60 to 70%, in Kursk oblast and North Ossetia- between 70 to 75%.

With the major part of large and medium-size enterprises formally abandoning public property upon completion of incorporation procedures in the period of mass privatization completed in 1994, the index of the share of non-governmental sector in the industrial sector (in the overall number of enterprises, volume of output and employment) has lost a great deal of its significance, and to a great extent it became formal.

This was proved by cluster analysis of the process of formation of the non-governmental sector of the economy
. There were two classifications of Russian regions built according to the level of privatization of the industrial sector and housing fund. As a result, with property relations reform emerging (privatization of public and municipal industrial enterprises and creation of new private ones, privatization of public and municipal housing, placement of new housing into operation by private investors), it became possible to identify a clear concentration of an increasingly greater number of regions within 1- 2 clusters.

At the same time one can note a certain constancy of location of practically the same regions (Ingushetia, North Ossetaia, Alty Republic, Chukotsky AO) in he lower clusters - all these Subjects are characterized by a low level of urbanization, lack of a large industrial sector and developed infrastructure.

At the same time the lack of constancy to a greater extent was characteristic of the national republics of RF. The composition of the group of stable regions is clearly non-homogenous. It comprises both the most favorable, from the perspective of institutional transformations rate and adjustment to market environment, regions and clear outsiders. This allows assumption that in the post-reform Russia it is the original conditions noted prior to the reform that appear a crucial factor, while a depressive region practically lacks chances to seriously improve its position (a kind of vertical mobility).

At the same time the comparison of results of the hierarchic cluster-analysis of the level of privatization in regions across two groups of indicators leads to the conclusion on profound differences between formal and actual sides of the property relations reform process.

The analysis conducted with regard to the first group of indices (the share of output of non-governmental enterprises in the overall volume of the region’s industrial output; the share of employees at non-governmental enterprises in the overall number of industrial employees; the share of housing fund in the non-governmental sector) has showed an increasing stabilization in distribution of regions across clusters. Such a distribution, in turn, showed stabilization of property relations that practically had not been affected by the financial turmoil of 1998. Such results are directly related to the fact that the group of indicators employed for the purpose of the analysis particularly comprised an index of the share of non-governmental housing fund. The index reflects the formal side of the property relations reform in the country, since yet prior to the start of radical market reforms a considerable part of the housing fund in Russia (primarily in the rural areas and small towns, plus housing cooperatives) did not belong to public property, while the consequent housing privatization to a great extent was a mere formality (as it was not accompanied by adequate changes in the system of management and services, with subsidies from local budgets still forming the basis of its financing).

The analysis conducted across the second group of indices (the share of non-governmental enterprises; the share of non-governmental enterprises’ output in the overall volume of the region’s industrial output; the share of employees at non-governmental enterprises in the overall number of industrial employees) showed that the actual side of the property relations reform found itself exposed to serious influence on the part of macroeconomic and political situation.

The notorious 1998 generated a substantial change in the classification of regions into clusters, which also manifested itself in the stability of indicators of such a distribution. One can assume with a great deal of certainty that such a situation was caused by the financial crisis in a broad sense of the word, including the accumulation of its prerequisites that had started yet in September 1997 and its consequences, specifically, the downfall in prices for oil and non-ferrous metals in the first half 1998 and fall in output at the enterprises dependent on import raw materials, intermediary products and assembly parts, which, in the wake of the Rb. depreciation, had to cut down their production or discontinue it at all. Obviously, the above factors battered primarily the non-governmental sector, whose backbone was formed by oil companies and giants of the ferrous and non-ferrous metallurgy, as well as enterprises of the processing sector that were connected with foreign capital. In contrast to that, with the Rb. depreciation, many enterprises, specifically, public and municipal ones, that had found themselves in depressive state until August-September 1998 got a chance to renew their previously lost positions. This primarily concerns the defense sector, machine building and metal processing, where the share of public enterprises is especially high compared to other sectors.

In 1998, another relatively new trend manifested itself - that is, the share of the non-governmental sector in the total volume of industrial output has not just discontinued its growth nationwide (as it had been noted between 1993 and 1995), but even fell slightly, while the share of public and municipal sectors demonstrated a substantial growth in a whole range of regions.

In addition to elementary statistical inaccuracies and the existence of a more serious incentive of non-governmental enterprises to lower the volume of their economic operations underpinning the noted trend, there also may be more profound reasons:

· bankruptcy process that entailed the transfer of flat-broken private enterprises’ assets to the government (chiefly sub-federal) and municipal property;

· more intense production slump rates noted at those privatized companies where the change of property form was formal and which lacked efficient owner since 1993-94, while the 1998 crisis became fatal to them (in the conditions when such enterprises formed the majority in the region, while the proportional weight of the new private sector in the industrial sector of the region was very small);

· it was the receipt of huge defense (including export) orders that could become very significant for the structure of industrial output in single regions, for the effect of fulfillment of such orders naturally contributed to growth in the proportional weight of public enterprises (given that the civil sector was undergoing depression there).

As far the essence of the process is concerned, the analysis of privatization effects on the local level, with the industrial sector as an example, employing indexes of the proportion of the non-governmental sector ensured somewhat better outputs.

To study into the matter, regression dependencies
 of a number of the 1998 economic indices were put under examination (the share of loss-making enterprises in the total number of industrial enterprises; index of industrial output (there were two variants under consideration - relative to 1993 and relative to 1995); the share of non-governmental investment in the total volume of investment in industrial sector) on the aforementioned variables that characterize privatization rate in the industrial sector (the share of industrial enterprises of the non-governmental sector in he total number of industrial enterprises, the share of output of such enterprises in the overall volume of industrial output, the share of employees at such enterprises in the total number of employees in the industrial sector).

The analysis implied a 5% significance level, while there was no significant dependence identified of each of the three indexes concerned on three factors at the same time. Nonetheless, for each index in question two factors with a significant influence on them were found.

The dependence of the share of loss-making enterprises on characteristics of industrial privatization appears highly significant, should two indicators be considered as factor (independent) variables: namely, the share of non-governmental enterprises in the overall number of industrial enterprises (significant negative correlation) and the share of employees at such enterprises in the total number of industrial employees (significant negative correlation).

The dependence of the index of volume of industrial output (1998 relative to 1995)
 on characteristics of industrial privatization appears significant, should two indicators be considered as factor (independent) variables: namely, the share of output by non-governmental enterprises in the overall volume of industrial output (significant positive correlation) and the share of employees at such enterprises in the total number of industrial employees (significant negative correlation).

The dependence of the share of non-governmental investment in the overall volume of investment in the industrial sector on characteristics of industrial privatization appears significant, should two indicators be considered as factor (independent) variables: namely, the share of non-governmental enterprises in the total number of industrial enterprises (significant positive correlation) and the share of employees at such enterprises in the overall number of employees in the industrial sector (significant negative correlation).

The respective results can be interpreted, as follows:

In the most general case, new, private enterprise owners have a higher motivation to carry out profitable operations based upon commercial calculations than the owner represented by the government, as they cannot hope that their losses can be covered at the expense of governmental funds.

In principle, the new owners’ eagerness to overcome production decline with consequent prospects of its future growth (and, accordingly, growth in profits) appears fairly obvious, which may become possible only on the basis of regular investing in capital assets in the frame of a long-term strategy of their perspective development. In contrast to directors of public enterprises, the new owners cannot hope for any receipt of public investment. Notably, it is the fact of the change of an enterprise’ property form (as an organizational and legal unit at microlevel) that matters for the start of investing in it.

A more significant positive dependence of the index of industrial output in 1998 relative to 1995 (compared with the correlation between the 1998 index relative to 1995 index) on the share of industrial output outside public enterprises can be interpreted as a slowdown of production decline and establishment of prerequisites for growth along with emergence of the corporate sector that forms a nucleus for the whole non-governmental part of the industrial sector. It is not possible, however, to consider its earlier (than 1995) emergence.

At the same time the aforementioned negative correlations with the share of employees at non-governmental enterprises, along with a low explanatory capacity of the correlation on the share of output shows the whole non-ambiguity of the current state of the Russian industrial sector. It is excessive employment that is likely to appear one of the most substantial obstacles to economic growth. As analysis and practice show, this phenomenon is characteristic of not just public enterprises, which proves the formal nature of privatization in many cases and its strong roots (technical, socio-political, and psychological).

3. Shifts in the inter-regional differentiation in terms of contribution of the non-governmental sector in 
economic development during the 1998 financial crisis and over the post-crisis period.

In 1998, for the first time over the ‘90s, the share of industrial output at non-governmental enterprises throughout Russia on the whole dropped vs. the prior year, though the fall accounted just for 1.2 per cent points relative to the respective peak value of privatization reached in 1997. The composition of the group of regions with the share of the non-governmental sector accounting for less than 75% has experienced changes, too. The group was abandoned only by Kursk oblast, while it was joined by Tatarstan, Tomsk oblast and Khabarovsk krai.

In light of the above the question arises as to how stable at the level of single regions the trend, which manifested itself in the Russian industrial sector for the first time in 1998, is. Clearly, given a low reliability of official statistics and non-governmental enterprises’ high motivation to lower the volume of their economic operations, and the financial crisis and its effects in 1998, minor changes within the limits of annual interval cannot serve as an objective justification for identification of any trend.

That is why a more in-depth analysis necessitates comparison between the dynamics of changes in indicators of the non-governmental sector in 1999 compared with the crisis 1998. In 1999, the proportional weight of the non-governmental sector in the overall volume of industrial output grew by 2 per cent points, up to 90.6%, while its share in the number of enterprises and the number of employees fell slightly (by symbolic 0.1 - 0.2 p.p.).

At the same time the proportional weight of the non-government sector in the overall volume of industrial output in 22 regions slid compared with 1998: specifically, in 14 of them the fall accounted for over 1 p.p. (with a peak rate registered in Kirov oblast- by 9.3 p.p., Moscow and Dagestan- 5.3 p.p. and 5.1 p.p., respectively, while other reported the fall between 1 to 5 p.p.). In contrast to the common trend, the proportional weight of the number of non-governmental enterprises grew in 33 regions: specifically, in 16- by 1 p.p. and more (the peak rate in Ingushetia – at 18.9. p.p., in Dagestan- 9.2 p.p., in Jewish AO- at 5.9 p.p., while in other - at no more than 3.5 p.p.). Analogously, 37 regions reported a rise in the proportional weight of enterprises of the non-governmental sector in the number of employees, specifically, in 14 of them- by 1 and more p.p. (with a maximal rate, again, in Ingushetia – 24.6 p.p., followed by Mary-El and North Ossetia- 3.3and 3.1 p.p. , respectively, while in other regions- at no more than 3.0 p.p.)

To ensure more serious conclusions, it would be most expedient to compare the data on the proportional weight of the non-governmental sector in the volume of industrial output in 1999 with indexes in 1995, i.e. over the whole 4-year period of ruling of the Heads of RF Subjects elected during the first cycle of regional alternative elections held for the first time in the modern Russian history in 1995-96. It appears that the contraction of this indicator at more than 4 p.p. over 4 years should be an objective indicator of the trend to contraction in the share of the non-governmental sector in the industrial sector in certain regions over the first decade of Russian reform.

The analysis showed that there are 12 regions that bear such characteristics: namely, Arkhaneglsk, Ivanovo, Ryazan, Smolensk, Kirov oblasts, Ingushetia, Udmurtia, Omsk, Tomsk oblasts, Altay Republic, Tyva, Khabarovsk krai,- of 39 where such a contraction was noted. Notably, in Ingushetia, Altay Republic and Tomsk oblast it accounts for 12 to 18 p.p.

It should be emphasized that we discuss the contribution of the non-governmental sector to the resulting indicator (the volume of industrial output) rather than resource one (the proportional weight in the number f enterprises and employment), which appear far less significant in the conditions of the Russian transitional economy and which experienced substantially less intense fluctuations within the interval between 1995 through 1999. Out of 38 regions where the share of employees at non-governmental enterprises fall it was only 8 of them where the respective fall accounted for more than 4 p.p., while of 17 regions where the share of non-governmental industrial enterprises fell it was only 3 of them where the respective fall exceeded the noted rate.

Whilst abstracting from the problem of the quality of statistical observations, one has to acknowledge the fact that the growth in the proportional weight of public and municipal enterprises in the overall volume of industrial output in a number of regions may be related to the strengthening of the influence  of the authorities of RF Subjects on property relations over the late ‘90s. Such an influence was exercised in two ways:

First, through changing the correlation between industrial enterprises of certain organizational and legal forms. The correlation is based on closely inter-related bankruptcy process (with its effect being the transferring of private enterprises’ assets to sub-federal and municipal property) and establishment of new enterprises owned by RF Subjects; and

Secondly, without changing organizational and legal forms of economic agents, by providing selective support to single public and municipal enterprises. Distribution of state orders funded from the federal budget could also be of a certain importance in this respect.

The overall backdrop for this trend is a crisis at many privatized enterprises, whose production continued to degrade rapidly, due to either a formal nature of changes in ownership, or because of a long-lasting struggle over control, and practically complete absence of new enterprises originally established by private capital over the past decade in the given sector.

It appears natural to raise the question as to whether the considered trend to some growth in the proportional weight of public and municipal enterprises in the overall volume of industrial output in particular regions is related to personal changes in and political orientation of their Heads.

Of 28 regions that underwent changes of Heads of their administrations
 due to elections held between 1995 to 1997, it was just 14 ones where the share of the non-governmental sector in the overall volume of industrial output in 1999 slid vs. 1995 (though even significantly), given that in 3 of them candidates loyal to the federal center or representatives of the so-called “third force” won (while in the others – candidates of the leftist opposition). As concerns the noted group of 12 regions where the contraction of the share of the non-governmental sector accounted for a significant value (over 4 p.p.), between 1995 to 1997 only 3 regions experienced changes of Heads of their administrations (in 2 of which it was candidates from opposition that won).

So, the conclusion regarding a direct correlation between the trends to development of private sector in the industrial sector and personal changes of Heads of regions and their political orientation fails to find any strong proof. It is fairly evident that potential ability of newly elected Heads of RF Subjects to decrease the weight of the intergovernmental sector in the regional economies was extremely small, provided that they faced the completion of formal privatization of the main mass of enterprises 1995-1996, risks of intensification of conflicts with the federal center, interests of huge business structures located beyond the borders of local authorities’ influence, to say nothing about the permanent need to deal with current challenges facing their regions that, as a rule, appeared depressive.

4. Inter-regional differentiation of property structure emerged by the beginning of the new stage of Russian market reform.

As noted above, the property structure in the country on the regional level was undergoing constant changes over the ‘90s, and, interestingly, after 1997 – not necessarily towards privatization in the economic sphere. So, a natural question arises, as to what the typology of Russian regions was in this area on the eve of the new stage of transformations, whose beginning roughly dated back to 1999-2000 and was signified by important changes in the political situation (the election of a new Parliament and President, the lowering intensity of confrontation between the executive power and legislature, the initiatives launched by the federal center with regard to reforming civil service structures and strengthening of the “power vertical”, etc.).

Overall, by early 2000 it was evident that the non-governmental sector (i.e. enterprises that do not fall into the category of public or municipal property) dominated throughout the country and across all the sectors of the economy. For example, specifically, according to the 1999 data on the industrial sector, the share of the non-governmental sector accounted for 94.8% of all the industrial enterprises that employed as much as 84.2% of the total number of employees in the sector and provided for 90.6% of the volume of industrial output. The respective index in the overwhelming majority of Russian regions accounted for no less than 4/5.

At the same time it is public sector that continued to play a considerable role in economic development of the whole range of RF Subjects. Proceeding from statistical data regularly collected by Goskomstat of RF, it is indicators of respective shares in economic performance and employment that appear most suitable for analysis of its share. The share of public sector in the number of enterprises is a second-rate index, due to its virtual nature, and, if needed, it can be used only in the combination with the above
.

The group of regions-exceptions in terms of the index of the share of public and municipal enterprises in the aggregate volume of industrial output (over 15%) comprised Ingushetia (70.9%), Altay Republic (49.9%), Smolensk oblast (42.3%), Chukotka (41.1%), Tyva (34.1%), Tomsk oblast (33%), and another 5 regions (Mary-El, Dagestan, North Ossetia, Udmurtia, Khabarovsk krai) where the respective rate ranges between 20 to 30%, and 12 regions (Moscow, Arkhangelsk, Tver, Kirov,, Kursk, Tambov, Penza oblasts, Chuvashia, Kalmykia, Kabardino-Balkaria, Sverdlovsk, Novosibirsk oblasts, and Jewish autonomous oblast) where the respective rate accounts for between 15 to 20%.

The role of public and municipal enterprises in the overall employment in the industrial sector was more significant than across Russia on the whole (over 1/5 of the overall number of employees) in Chukotka autonomous okrug (64.2%), Ingushetia (61.4%), Arkhangelsk oblast, North Ossetia and Tyva (40-41%), Kalmykia, Dagestan and Tomsk oblast (30-31%), and in another 16 regions (Murmansk, Smolensk, Tambov, penza oblasts, Mary-El, Mordovia, Chuvashia, Tatarstan, Bashkortostan, Udmurtia, Sverdlovsk, Novosibirsk, Omsk oblasts, Altay Republic, yakutia, Khabarovsk krai) – (20-30%).

The role of public enterprises and organizations in the construction complex was not that unambiguous, with their small proportional weight in the volume of completed contractual works (11.8%) and a far bigger one – in the volume of design and exploration works (31%).

In terms of the share of public enterprises and organizations (exclusive of municipal ones) in the aggregate volume of contractual works (over 20%), the leading group comprised Jewish autonomous oblast (42.3%), Kostroma oblast and Dagestan (40.1% each), while the respective rate accounted for between 30 to 40% in another 6 regions (Kalmykia, Udmurtia, Tyva, Chita oblast, Chukotka autonomous okrug, Khabarovsk krai), and 20 to 30% - in another 16 regions (Karelia, Murmansk, Kaliningrad, Leningrad, Brynask, Vladimir, Ivanovo, Saratov oblasts, Mary-El, Adygea, Kabardino-Balkaria, Karachaevo-Cherkessia, Kurgan oblast, Altay Republic, Altay and Primorsky krais).

As long as the share of public enterprises and organizations (exclusive of municipal ones) in the aggregate volume of design and exploration works is concerned, the respective rates proved to be highest in Ingushetia (100%), Kransoyarsk krai (72%), Mary-El (65%), Khakassia (63%), Leningrad (53%) and Chita (51%) oblasts, Stavropolsky krai and Yakutia (50% each), while in 9 regions (city of Moscow, Vladimir, Saratov oblasts, Chuvashia, Bashkortostan, Altay krai, Kemerovo oblast, Tyva, Magadan oblast) the respective rate was between 40 to 50% and in another 5 regions (Arkhangelsk, Novgorod, Smolensk, Tambov, Kurgan oblasts)- 35-40%.

Considering the country on the whole, in 1999 non-governmental enterprises secured 95% of the total retail trade turnover. Exceptions in this respect were Chukotka AO (38.5%) and Tyva (24.9%) where the share of public and municipal trade was maximal, and another 12 regions (Bryansk, Tver, Ulyanovsk, Kirov oblasts, Mary-El, Mordovia, Chuvashia, Dagestan, Karachaevo-Cherkessia, Udmurtia, Yakutia, Khabarovsk krai) where the respective rate fluctuated between 1/10 to 1/5 of the overall volume of retail trade goods turnover.

As concerns the share of the wholesale turnover falling on public and municipal enterprises, the leading group comprised Dagestan (86.8%), North Ossetia (82%), Jewish autonomous oblast (63.8%), Tyva (49%), Kalmykia (43%), Yakutia (41.5%), Pskov oblast (27.7%), while in another 9 regions (Tver, Yaroslavl, Ulyanovsk oblasts, Tatarstan, Adygea, Udmurtia, Chukotka autonomous okrug, Amur and Sakhalin oblasts) the respective index made up between 10 to 20% (with the 1999 respective level nationwide accounted for 3.5%).

Whilst analyzing the aggregate information on the share of public sector across the aforementioned industry branches on the whole, one can argue that it is Mary-El, Chuvashia, Kalmykia, Dagestan, Udmurtia, Tyva, Yakutia. Jewish autonomous oblast, Chukotka autonomous okrug and Khabarovsk krai where the government’s participation in economic activity was most intense. The contribution of public and municipal enterprises to economic activity in these regions was higher than nationwide on average both in the industrial sector and construction, and trade (at least by one of the aforementioned indices in each of the sectors).

The state plays somewhat lower, though significant enough, role of a direct economic agent in the city of Moscow, Murmansk, Smolensk, Tver, Kirov, Tambov oblasts, Mordovia, Ingushetia, Kabardino-Balkaria, North Ossetia, Tatarstan, Bashkortostan, Altay Republic. The proportional weight of public and municipal enterprises in these regions was higher than the respective average index nationwide, except the industrial sector (at least by one of indicators), and, as minimum, by one of the indicators characterizing the construction sector or trade.

Having singled out the group of regions that by the end of the first decade of market reforms became notable, due to a more significant than the average nationwide direct participation of the state in economic activity, it would be logical to identify territories occupying the opposite pole- those where the private sector prevails.

At this point, one needs to emphasize that, apart from public and municipal property, the classification of property forms employed by Goskomstat of RF also comprises private property, property of public associations, mixed Russian, and mixed foreign property.

The intensity of the use of this classification can differ, as far as analyses of situation in concrete sectors of the economy are concerned. For instance, proceeding from property form, statistical data on the industrial sector (the triad of indices: enterprises, output, employment) and retail trade goods turnover were provided in the following terms: public and municipal property (as aggregate share) and non-governmental (including all other forms) property
. In terms of the construction sector, it is just public, private and mixed property forms that are singled out (while the others are neglected due to their insignificance), in the wholesale trade sector - public and municipal property (as aggregate share), private, mixed Russian property, and other forms (as aggregate share).

As it follows from approaches practiced by Goskomstat, the non-governmental sector of the economy, in broad sense, comprises enterprises of private and mixed forms property forms.

The Russian statistics provides fairly simple definition of private property: it is property that belongs to private individuals or legal entities on the basis of property rights. At the same time, the situation with the definition of mixed property appears more complex.

Goskomstat defines “mixed Russian property” as property, which is based upon unification of assets of different forms of Russian property
, belonging to a Russian legal entity on the basis of property rights.

Naturally, with such a definition, it is rather hard to single out among the whole mass of economic agents those with the government share in their capital, though elementary logical considerations may indicate that it is the latter that form the backbone for the mass of “mixed Russian property”. Apparently, such a consideration has led to introduction of amendment # 1119 to the All-Russia Classificator of Property Forms (OK-027-99), according to which the statistical accounting should henceforward have the mixed Russian property with the share of federal property, the mixed Russian property with the share of property of RF Subjects, the mixed Russian property with the share of municipal property, and other mixed Russian property without any share of public property (while there is no reference to municipal property whatsoever in this context) substitute for “mixed Russian property”. Notwithstanding, so far the Russian official statistics has continued to use the “mixed Russian property” category, without the aforementioned additional classifications.

Proceeding from the general logic of market transformations in the country over the ‘90s, one should attribute to private property those economic units that originally were established by private capital, as well as fully privatized enterprises, while mixed property form embraces privatized and newly established enterprises with the remaining government participation in their capital in a form of stock (shares). At the same time one should note that despite of implementation of a large-scale privatization program and rapid development of private capital, by the late ‘90s the government has retained serious property positions in the economy through participation in joint stock capital of companies established in the course of incorporation of large and medium-size enterprises by means of fixing their control blocs and issuing “Gold Shares” rather than through the organizational and legal form of public (municipal) unitary enterprises.

That is why, while considering criterion for emergence of private sector in a certain region, it would be expedient to consider indicators of contribution to economic performance specifically of enterprises of private property form rather than the whole non—governmental sector.

According to results of 1999, throughout the country private industrial enterprises accounted for 88.4% of all the industrial enterprises (employing roughly as much as 40% of all the employees), providing, however, some 30% of the overall industrial output.

The indicator of the proportion of private enterprises in the overall number of industrial enterprises does not appear very suitable for the purpose of analysis of differentiation of property reform in regions, as it was only 25 of them with the respective index being under 80%. As it was noted in the course of the analysis of the role played by the public sector, it is the indicators of the share of private enterprises in the volume of output ad employment that appear much more important.

Whilst considering the proportional weight of private enterprises in the volume of industrial output, the group of leaders comprised: Kamchatka 984%) and Karachaevo-Cherkessia (81.6%), followed by Belgorod (71.5%) and Pskov (70.8%) oblasts, Adygea (68% and Voronezh oblast (61%). Yet in another 12 regions the respective index accounted for between 50- 60% (Leningrad, Bryansk, Vladimir, Ivanovo, Kostroma, Moscow, Tver, Kursk, Tambov obalsts, Krasnodar and Altay krais, Sakhalin oblast).

As long as the share of private enterprises in the number of industrial employees is concerned, the leaders were belgorod oblast and Karachaevo-Cherkessia (72.6% each), while in another 8 regions (Pskov, Voronezh oblasts, Adygea, Stavropol and Altay krais, Khakassia, Kamchatka and Sakhakin oblasts) the respective index made up between 60 to 70%, while in another 10 regions (Bryansk, Ivanovo, Kostroma, Smolensk, Tver, Nizhny Novgorod, Kursk, Tambov, Saratov obalsts, Kransodar krai)- between 50 to 60%.

As concerns the construction sector, the leading group of regions in terms of the proportional weight of private enterprises in the overall volume of contractual works was formed by Arkhangelsk, Pskov, Orel, belgorod, Voronezh, Volgograd oblasts, Adygea, Ingushetia, Chelyabinsk and Kemerovo oblasts (70-80%), while in another 23 regions (Karelia, Komi, Murmansk, Kaliningrad oblasts, St. Petersburg, city of Moscow, Moscow, Vladimir oblasts, Chuvashia, Kirov, Nizhny Novgorod, Lipetsk, Tambov, Saratov oblasts, Krasnodar and Stavropol krais, Rostov, Perm, Sverdlovsk oblasts, Altay Republic, Altay krai, Omsk and Tomsk oblasts) the respective rate accounted  for 60 to 70% (with the average rate nationwide making up 57.5%).

Whilst considering the proportion of private enterprises in the overall volume of design and exploration works in the construction sector, the leaders were Karelia (89%), Buryatia (87%), Ryazan (86%), Tymen (84%) and Sverdlovsk (83%) oblasts, followed by another 7 regions (Vologda, Murmansk, Bryansk oblasts, Dagestan, Orenburg, Perm and Irkutsk oblasts) where the respective rate was between 70 to 89%, another 12 regions (Arkhangelsk, Novgorod, Pskov, Kaliningrad, Moscow, Tver, Yaroslavl, Kirov, Belgorod, Penza oblasts, Karachaevo-Cherkessia, Chelyabinsk oblast)- 60 to 70%, and the group of 11 regions (Komi, Kostroma, Orel oblasts, Mordovia, Voronezh, Tambov, Astrakhan oblasts, Adygea, Udmurtia, Tyva, Magadan oblast) –50-60% (the average rate nationwide stood at 33%).

In terms of wholesale trade
, the share of private enterprises in the turnover throughout Russian on the whole accounted for 45.3%.  The group of leading regions in this regard was formed by Magadan, Arkhangelsk, Leningrad, Nizhny Novgorod and Voronezh oblasts (90-98%), followed by the group of 8 regions (Murmansk, Bryansk, Rostov oblasts, Stavropol krai, Chelyabinsk oblast, Krasnoyarsk and Primorsky krais, Sakhalin oblast) – (80-90%), the group of 11 regions (Karelia, Vladimir, Kirov, Samara, Saratov, Sverdlovsk, Novosibirsk, Irkutsk oblasts, Altay and Khabarovsk krais, Kamchatka oblast)- (70-80%), the group of 11 regions (Vologda, Kaluga, Yaroslavl oblasts, Chuvashia, Belgorod, Kursk, Volgograd oblasts, Krasnodar krai, Bashkortostan, Tomsk, Chita oblasts)- (60-70%), and the group of 8 regions (Kaliningrad, Tver, Ulyanovsk oblasts, Kalmykia, Altay Republic, Kurgan, Perm, Amur oblasts- (50 to 60%).

The comprehensive analysis of the aforementioned information on the share of private sector across the noted sectors of the economy allows to argue that in terms of the formal quantitative criterion (contribution to economic performance), private sector appears most developed in Vladimir, Nizhny Novgorod, Belgorod, Voronezh, Saratov oblasts, Kransodar, Stavropol and Altay krais, where the share of private sector in the volume of industrial output and employment in the industrial sector (or in both) accounted for over 50%, while in terms of accomplished contractual works - 60% (as well, in parallel with that, not less than 50% of design and exploration works completed in a number of the noted regions), and 50% of the wholesale trade turnover. There is another group of regions (Leningrad, Pskov, Bryansk, Kostroma, Moscow, Tver, Kursk, Tambov oblasts, Adygea, Karachaevo-Cherkessia, Kamchatka and Sakhalin oblasts) that find itself close to the aforementioned RF Subjects, as private enterprises there secured not less than 50% of the volume of industrial output or employment (or both indices), as well as either not less than 60% of the volume of accomplished contractual works, or not less than 50% of the volume of accomplished design and exploration works, or a half of wholesale trade turnover (with different combinations in terms of indices of performance in the construction and wholesale trade sectors, at least by one indicator).

5. Conclusions

The research outputs in terms of inter-regional differentiation of property structure in Russia until 2000 are as follows: the comprehensive analysis of enterprises’ contribution to economic performance across three sectors (industrial sector, construction, and trade) allowed singling out two groups of territories bearing polar characteristics from the perspective of property structure.

It became evident that the group of regions with the most intense government involvement in economic activity as a direct participant is dominated by national-territorial entities (the majority of the former North Caucasian autonomies, and those of Volga region, Urals, Siberia, and Far East). The reason for that is their authorities enjoy greater (relative to krais and obalsts) possibilities to exercise influence on the structure of industrial output in the regions through fixing a number of enterprises in the region’s property, instead of their potential privatization, creating new unitary sub-federal enterprises, encouraging volume of output and employment at such enterprises in the frame of local structural and industrial policies by means of loading the respective capacities with state orders, both federal (by lobbying them in Moscow)and local ones, and by allocating financial support to them from the budget. In addition, some of the regions face difficult natural and climatic conditions, which necessitates the existence of special economic agents securing general activities there, for example with regard to the so-called Northern Supply (Yakutia, Chukotka).

The noted group also comprises the regions where the maintenance of the state’s strong position in terms of it direct involvement in economic activity was dictated by profile of the local economy (for instance, a considerable proportional weight of the defense sector) and a slow pace of privatization, due to political or other reasons (city of Moscow, Smolensk, Kirov, Tambov oblasts). In such regions as Arkhangelsk, Murmansk oblasts, Khabarovsk krai, the maintenance of a relatively big proportional weight of public enterprises was caused by a combination of the whole range of factors.

Overall, the above corresponds to results of the analysis of differentiation of the privatization process on the regional level (the intensity of small privatization, spreading of procedures of the government retaining property control over the corporate sector in the post-privatization period, etc.) conducted in the frame of the analysis into regional specifics of transformation of property relations.

The composition of the group of regions located on the opposite pole, where private enterprises control, in different combinations, over half of main non-agrarian industry branches of the real sector, is yet more non-homogenous. It comprises the RF Subjects that were examples of implementation of very different economic and political options policy options over the ‘90s. Specifically, along with the regions that enjoyed a stable clearly reform-oriented image (Nizhny Novgorod and Sakhalin oblasts in the early ‘90s and Saratov oblast- over the late ‘90s), the group also comprises regions with a clearly opposite political orientation, with a considerable share of agro-industrial complex in their economies, including clearly depressive ones (Pskov, Bryansk, Kostroma, Tver, Voronezh, Kursk, Tambov oblasts, Adygea, Karachaevo-Cherkessia, Kransodar, Stavropol, Altay krais). At the same time there are Leningrad, Moscow, Vladimir and Kamchatka oblasts that hold an intermediary position, while Belgorod oblast enjoys a special status among the so-called “Red Belt” regions of the European part of RF, being a shining example of sound economic policy and successful adjustment of local economy to new market environment.

All other RF Subjects not included in the aforementioned groups form a huge mass of regions, whose economies find themselves under a substantial impact of operations of enterprises of mixed property
. A more detailed classification within this mass on the basis of analysis of a formal and actual level of privatization of such enterprises appears an independent task outside the framework of the present research.

Interpretation of the results mostly finds itself in the stream of conclusions on correlation between the formal and conceptual sides of the property relations reform. Such conclusions were drawn on the basis of results of the cluster analysis of level of the non-governmental sector’s prevalence in Russian regions.

Should we proceed from formal quantitative criteria, the advanced emergence of the private sector has not formed prerequisites for a quick overcoming of the crisis. The domination of private enterprises in a certain sector does not necessarily guarantee a qualitative maturity of the private sector in terms of its capability to ensure steady development of the local economy. It is the initial conditions of the pre-reform era and the impact of macroeconomic and political factors that appear far more significant.

It should be noted, however, that the present research focused on specific sectors subject to constant statistical monitoring carried out by Goskomstat on the regional level (the industrial sector, construction, and trade).

In the future, the building of a more accurate typology of Russian regions from the perspective of property structure will require taking into account the following factors:

1. Availability of information on contribution of a certain sector to economic performance across all the industries forming GRP and its aggregation

2. Evaluation of economic performance of the regional economy across property forms together with the structure of existing capital (capital assets) and investment process (including sources of financing).

3. Taking into account of such aspects of the property relations reform as transformations in the agrarian sector, development of small businesses, the situation in the financial and credit sphere (primarily in the banking sector), presence of holding structures of the national scale.

4. Analysis of possibilities for government control over and impact on the non-governmental sector of the economy on the whole in formal (through fixed stakes and “Gold Share”) and informal (interaction between business and government authorities, preferences, control over financial flows, bankruptcy process, etc.) aspects
.




� Transformation of property relationship: comparative analysis of the Russian regions”. Moscow, 2001


� On the impact of relationship between the federal center and regions on the progress of the privatization process in Russia over the ‘90s, see: Ibid, p.4.1
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� On the research into depndence of economic indexes on the privatization rate in industry: Ibid, p.5.1 


� Whilst considering dependencies of the index of volume of industrial output in 1998 relative to 1993 on the given factor indicators, no significant results were found. We believe this testifies to the fact that the production decline in 1993-94 was overall, while the corporate sector  has just began to emerge in the industrial sector, hence the effect of the respective motivation mechanisms could not be perceived.


� Without regard to autonomous okrugs (the data on industrial production in 1999 is available on Chukotka only) and some regions where the first elections of their Heads took place in 1993.


� Because of the absence of the 1999 data on industrial output in terms of autonomous okrugs (except Chukotsky), all the analyses below are conducted without regard to indices across these Subjects, despite the fact they are available with regard to construction and trade.


� In 1999, as far as industrial output is concerned, apart from public and municipal property forms (aggregate), private property and property of public associations (organizations) was begun to be singled out, too.


� Rossiysky statistichesky ezhegodnik: Sta. Sb./ Goskomstat Rossii. Moscow, 2000, p. 297. The state can own stocks (shares) in companies with participation of foreign capital ( joint ventures, enterprises whose operations are based on Production Sharing Contracts, etc.) that fall into the category of mixed foreign property, however, the role of the latter in the national economy is unlikely to be significant.


� As concerns the data on retail trade, private enterprises are specified among all the non-governmental enterprises.


� Interestingly, it is Tver and Tambov oblasts that can be considered antipodes to this huge mass of regions, as these tow oblasts find themselves at the same time both in the group of territories, where the government involvement in economic activity is greater than throughout the country on average, and with the biggest proportional weight of private sector. This testifies to a minimal role played by enterprises of other property forms, primarily, mixed. 


� Obviously the solution to this problem demands access to substantially greater mass of statistical data (compared to the one currently available from Goskomstat) and research into a considerable number of case studies at the level of concrete regions.
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