
Conclusions

Our analysis of the investment processes going on in the Russian economy and across the regions show that the dynamics of investments largely have depended on the general trends in the transformation processes and on how fast and deep were the economic and institutional reforms across separate industries and territorial entities of the Russian Federation. On the whole, the period under study (1992-2001) can be roughly divided into four subperiods featuring various qualitative and quantitative changes in the real sector and investments.

The first phase (1992-95) saw a comprehensive fall in the investments of all types concurrently with a decline in the output across all the sectors and branches of economy, with the average rate of the real-time investment decline roughly doubling the average rate of reduction in the real output.

The second phase (1996-97) witnessed a continued cut in investments in the real sector, with the output somewhat stabilized. At the same time the year 1996 saw an increased inflow of foreign investments to Russia, including the direct investments. It is noteworthy that the phase saw a sharp increase in the volume of investments in the financial assets, i.e. the state and corporative securities, at the expense of both domestic sources, such as large commercial banks and financial-industrial groups, and outside sources, such as the foreign portfolio investments.

Following the 1998 financial crisis, the rubble devaluation led to a rise in the Russian economy to compensate for the missing import, still as long as the end of 1999 there was no large-scale increase in the investment activity. Only a few industries saw a real rise in the investments. As a matter of fact, it was a transition phase from a reform fall to a growth in the investments and output. It is the indicators and factors influencing the investment activity at this particular phase that we have made an econometric analysis of in our paper. 

The fourth stage (from 2000 onwards) witnessed a fast rise in the real output and investments, with the rate of the investment growth being higher than that of industrial production and the GNP. However, given an insufficient amount of statistical information relating to the phase, we have not considered it in our paper.

The investment processes taking place in 1992-2000 differed radically across the sectors and regions of the Russian Federation, with much more difference than it is normally the case with the developed economies. The differences are due to both different levels of development of some industries and specialization of the regions within the frameworks of the Soviet planned economy and geographical and branch-oriented structure of the foreign investments. The latter depended first and foremost on a degree of the development of market ties in a given industry or territorial entity, some institutional and political factors. 

Our analysis of an impact of the institutional factors on the attractiveness of a region showed that formation of market institutions is of primary importance, along with its historically developed material base and geographical position.

A number of institutional factors at the regional level, such as differentiation across the forms of property, have no considerable bearing on the dynamics of the economic development and investment attractiveness. It should be emphasized that the models of economic policy carried out at the subfederal level also have no noticeable bearing on the attractiveness of a region, at least positively.

The investment climate in a specific territory can be improved primarily through unifying and bringing the regional laws into line with the federal ones. It can be assumed that the federal –level legislative business would be aimed at deregulation, debureaucratization and improvement of the judicial and administrative practice. Formation of a system of special benefits and institutions can hardly be justified locally. Information awareness concerning the local economy and projects by mass media seems to be a key line in improving the investment climate at a local level.

The econometric analysis of the interrelation between some indicators of the investment activity across the region and factors having a potential bearing on the investment activities allowed us to find out a number of all-Russia common principles in conformity with the hypotheses put forward.

In particular, we have found evidence in confirmation of the low efficiency and political character of the state investments. For instance, investments from budgets of all levels are most of all linked to indices of importance of agriculture and power industry in the region’s economy, which means that they are made in the sectors that have undergone the least market reforms. At the same time an amount of the state investments made is at the level that is lower than the average national one across the rich industrial regions where the weight of the private sector and inflow of the foreign capital is high. An important indicator of the political character of the budget investments is that it is positively correlated with a deficit of the region’s budget. In this connection, in order to enhance the efficiency of the state investments and expenditures on the whole, it is essential, first, to increase the rates of the reforms carried out in sectors of the Russia economy and, first of all, with the natural monopolies and agriculture and, second, better monitor imple​mentation and allocation of the budget expenditures of the regions that are major recipients of money from the Fund of Financial Backing of Entrepreneurs. At the same time, in our opinion, insufficient funds are allocated from budgets to finance such a traditional public sector as residential construction.

A key source of financing the investment projects is the company’s own funds and, first of all, the profits gained, although we have not found dependence of the investment processes on the profitability of enterprises. The investment from own funds prevails across most of the private and large government-run companies, i.e. the natural monopolies, with the firms primarily updating the production capacities, equipment and technologies and with continued exploitation of the available industrial buildings and facilities in the meanwhile. It is worthy of a note that we have found a negative correlation between the new investments and the volume of fixed capital, which testifies to a predominantly excessive amount of the fixed assets that have been retained since the Soviet time.

At the same time the foreign investments are positively correlated with a share of investments in the construction of industrial buildings and facilities, which means that the foreign capital is largely green investments and is intended to put up industrial capacities in Russia by non-domestic companies or set up new production facilities from scratch.

The estimates obtained indicate that the borrowed funds (bank credits) are not actually used to finance the investment projects, and the Russian corporations frequently use the stock emission to attract long-term, primarily foreign, capital.

Generalization of the findings obtained concerning the structure of sources and use of investments allows us to conclude that the current type of financing Russian companies is substantially different from both the American (stock-type) and German (bank-type) models. In fact, the Russian model of financing is built around the use of the corporate own funds and budget resources. The foreign investments are basically made in joint venture or all-foreign enterprises and do not influence the financial behavior of the Russian firms themselves. Under such conditions, the investment climate can be best improved in the regions that have no well-developed industry of their own, and foundation of new production facilities seems to be the most obvious way of raising the standard of living and developing the region’s economy. In order to increase the investment capability of the home companies, it is vital to develop the capital market (the need is confirmed by a sharp rise in the corporate bonds seen over the recent two years) and reform the bank sector.




PAGE  
231

