
Chapter 2. Econometric Analysis of Investments in the Russian Regions

The chapter is devoted to an econometric analysis of factors that influence the investment processes taking place in the regions of the Russian Federation. In particular, we studied the correlation between a set of variables describing some aspects of the investment processes across the Russian territorial entities and a variety of economic variables that characterize the economic situation in a region and make a potential impact on a share and structure of investments in the region. The analysis has been carried out on the basis of the regional data made public by the State Committee for Statistics of the Russian Federation.

2.1. Registering Fixed Assets and Investment 
in Fixed Capital: A Methodology

The information base of the analysis of investment and reproduction of fixed capita are the following forms of statistical reporting:

· Information on commissioning of objects, fixed assets, and use of capital investment, form No. 2-ks (annual); 

· Information on individual sources of financing of capital investment, No. 3-ks (annual); 

· Information on operations of joint ventures and foreign enterprises, No. 1-ves;;

· Information on availability and movement of fixed assets (capital) and other non-financial assets, form No. 11 (annual); 

· Record of key indicators of financial operations of enterprises (organizations), form No. 10-f..

· Results of a snap-shot survey of economic agents across all sectors of the economy on the composition of newly commissioned fixed assets. 

The data of capital transfers calculation tables were used as benchmarks. SNA defines gross capital accumulation as residents investing in fixed assets to use them in production aimed to bring returns in the future. Gross capital accumulation is determined at gross value without taking into account depreciation.    

Calculation of gross capital accumulation is carried out separately for each element: 

· investment in fixed assets according to the SNA methodology; 

· costs of capital repairs of fixed assets. 

According to the generally accepted practices, investment is defined as any placement of resources. Investing activity includes all types of investment-related operations. According to the International Accounting Standards, investing activity embraces purchase and sale of long-term assets and other investments not related to cash equivalents. 

The structure of investments is rather complicated. Investments may be broken down by types: financial investment and investment in non-financial assets; by source: own and borrowed investment; by ownership forms: domestic and foreign investments. 

Financial investment may be defined as the placement of money, material and other values in securities issued by other legal persons, interest-bearing government and municipal bonds, authorized (equity) capitals of other legal persons situated in the national territory, capitals of enterprises situated abroad, etc, and also loans legal persons grant to other legal persons. 

Investment in non-financial assets may be defined as investment in fixed assets, capital repairs costs, investment in purchase of land and natural resources, investment in non-tangible assets (patents, licenses, software, R&D projects, etc.), investment in increase in tangible floating assets.  

Sources of financing of the investment process are: 

Own funds: 

· Profits remaining at the disposal of organizations; 

· Amortization (as a possible source of investment); 

· Savings; 

· Payments on the part of insurance institutions made to compensate for damanges, etc., and other types of assets (fixed assets, land plots, industrial property, etc.); 

Outside funds: 

· bank credits, profits related to equity sales, charity and other contributions, non-repayable resources allotted by higher holding and joint stock companies, industrial and financial groups; 

· different types of borrowings, including repayable state credits, credits granted by foreign investors, funded loans, credits extended by institutional investors: investment funds and companies, insurance societies, bills, and other funds; 

· funds granted from the federal budget and budgets of RF subjects; 

· resources of extra-budgetary funds; 

· foreign investment in the form of financial or other participation in the authorized capital of joint ventures, as well as in the form of direct investment (in money form) of international organizations and financial institutions, states, enterprises and organizations of different forms of ownership, and individuals. 

Investment in fixed assets is defined as the total amount of outlays for purchase, production, and reproduction of fixed assets. Basing on the structure and specifics of fixed assets the investment in fixed capital may be defined as outlays for construction, installation, design and survey works, purchase of equipment, tools, and inventory, breeding stock and draught animals, planting and rising of perennial fruits and berries, timber tracts, and other costs included in the investment in fixed assets. 

Intangible assets comprise patents, licenses, rights to use land plots, natural resources, copyrights, organizational expenses, trademarks, software, know how, etc. The legislation and other normative acts determine the composition of intangible assets and the procedures, according to which objects are included in intangible assets. The data is taken into account basing on invoices (paid and accepted for payment). 

Investment in purchase of land plots and natural resources are determined basing on purchase costs as stated in documents issued by state land resource and management agencies in accordance with invoices (paid and accepted for payment). 

Investment in fixed assets as defined by SNA methodology differ from investment in fixed assets as per capital construction statistics as concerns the following: 

· outlays not increasing the value of fixed assets (deducted from other capital works and outlays); 

· value of cheap and non-durable items and spare parts purchased at the expense of outlays for capital construction (deducted from the value of purchased machinery, equipment, tools and inventories); 

· the volume of individual residential construction (added to the volume of construction without design and survey works); 

· value of non-installed equipment and equipment purchased on credit (added to the value of purchased machinery, equipment, tools and inventories). 

Besides, the amount of investment in fixed capital taken into account by the construction statistics is diminished by the amount of VAT in the investment for purchase of machinery, equipment, tools and inventories in form No. 2-ks (annual). This adjustment is necessary, since VAT related to purchased machinery, equipment, tools and inventories is deductible and shall be gradually written off over six months (since January 1, 1996 it shall be written off at the moment of registration). 

Investment in the increase of tangible floating assets is defined as the outlays arising in the process of intake and retirement of floating assets and are determined as the balance between the intake and withdrawal of inventories. Changes in tangible floating assets occur similarly to other assets in the process of intake and retirement of inventories. According to SNA principles, these changes are defined as a balance of incoming and withdrawn stocks. The inventories shall be evaluated at market prices existing at the moment of intake or withdrawal. The stocks of purchased tangible floating assets are evaluated at purchasing prices. The stocks of own tangible floating assets are evaluated at basis prices. 

However, in practical terms it is rather difficult to obtain information on all intakes and withdrawals of products over the reporting period, therefore, the change in stocks is calculated as the balance between the value of stocks at the beginning and the end of the period basing on the accounting records of enterprises or statistical reporting (form No. 10-f) “Report on key indicators of financial operations of enterprises (organizations).” In this case, the amount of change in stocks includes the change in their value resulting from the change in prices occurring over the period the assets were stocked. In the periods of high inflation rates it may seriously distort the reporting on real changes in inventories. For instance, accounts may show increase in stocks even in case their volume diminished. In order to neutralize the effect of price changes on the changes in the tangible floating assets, there is used a special method of calculating inventories at the beginning and the end of reporting period at average prices of the reporting period. Taking into account the uneven process of change in stocks and prices over the year, it is feasible to apply this calculation on the quarterly basis and determine the annual change as the sum of quarterly data. 

The greatest difficulty in the calculation of gross fixed capital accumulation is presented by delimiting investment in fixed assets and outlays for capital repairs. The consumption of fixed capital is the decrease in the value of fixed assets resulting from normal wear and tear and foreseen obsolescence. This indicator is calculated as the aggregate costs of complete restoration and capital repairs evaluated at average annual value of fixed assets basing on average annual prices. The complete restoration cost is calculated according to actual proportions among sectors of the economy in the fixed assets balance. Capital repair costs are evaluated at 55 per cent of the complete restoration cost. 

Due to the fact that at the moment accounting methods do not single out the indicator of capital repairs from the cost of all repairs (capital and current), it is difficult to evaluate capital repairs costs. The data obtained in the course of statistical survey were checked by the method of flows of goods across sectors related to capital formation (construction and mechanical engineering). Accordingly, capital repairs of fixed assets is subdivided in capital repairs of equipment, machinery, transportation means, and buildings. The gross accumulation of fixed assets takes into account capital repairs only to the extent of considerable improvement of characteristics of fixed assets, increase in operating time, or complete restoration. The total amount of outlays for capital repairs of fixed assets is taken from the capital account.  

In terms of technology, the structure of investment in fixed assets comprises the outlays for the following works and costs: construction works; installation works, equipment (both installable and not installable), included in construction cost estimates; tools and inventories included in construction cost estimates; machinery and equipment not included in construction cost estimates; other capital works and costs. 

In terms of objectives of reproduction of fixed capital, the investment in fixed assets comprises the investment for new construction, expansion, reconstruction, technological modernization of existing enterprises and maintenance of existing capacities. 

Investment in fixed assets is attributed to respective objectives within the reproduction structure in accordance with the type of construction. New construction is carried out at new construction sites and is aimed to create new production capacities to be included in a separate balance sheet after the commissioning. The expansion of existing enterprises includes the construction of additional capacities at the operating enterprise, construction of new and expansion of existing sections and facilities of productive, auxiliary, and utility nature located within the territory of the existing enterprises or adjacent sites and aimed to create additional or new production capacities. The expansion of existing enterprises requires less time and outlays to expand its production capacities in comparison with the new construction of similar capacities, while at the same time improving their technological level and technical and economic indicators on the whole. 

The reconstruction of operating enterprises comprises the reconstruction of existing sections and productive, auxiliary and utility objects aimed to expand production capacities, improve quality and assortment of output without increases in the numbers of employees, while improving working conditions and protection of the environment. Reconstruction is aimed to expand production capacities due to elimination of disproportion of technological units; introduction of technologies involving less or no waste and flexible production lines; decrease in the number of employees; increase in labor productivity; improvement of input – output ratio and decrease in production costs; improvement of capital productivity and other technical and economic indicators of existing enterprises. 

The technological modernization of existing enterprises is aimed to intensify production, increase in production capacity and output, while improving labor productivity and decreasing the number of employees, improving input – output ratio and decreasing production costs, lessening consumption of tangible, fuel, and energy resources, improving other technical and economic indicators of existing enterprises. 

These factors are primarily important in extracting industries (fuel sectors of the industry, mining enterprises of ferrous and non-ferrous metallurgy, chemistry, industry of construction materials, timber industry), which are characterized by permanent changes in the process of productive activities. 

The maintenance of capacities of existing enterprises comprise measures related to the constant reacquisition of fixed assets consumed in the process of production. For instance, for extracting industries there are included the following works: preparation of new levels of mines and sections of open pits without increasing project capacity of enterprises on the whole; new mining at existing levels; stripping and preparation of mineral deposits for extraction; measures aimed to resume the extraction of resources; construction of certain buildings and utilities related to the maintenance of current level of extraction of mineral resources. 

The types of investment comprise dwellings, construction of buildings, machinery and equipment. 

Dwellings are defined as residential housing (general-purpose, hostels, living quarters of boarding schools, orphanages, various nursing homes), and other types of housing.

Investment in construction of buildings include the outlays for construction of buildings (except dwellings) and utilities defined as the sum of completed construction works and other related capital outlays included in the inventory value of the object at the moment of commissioning (design and survey works, works related to the allotment of land plots for construction, etc.). 

At the same time, construction expenditures include outlays for installation of utility systems necessary to use buildings. 
Investment in purchase of machinery, equipment, tools, and inventories comprise outlays for purchase of machinery, means of transportation, equipment, and expenditures for the installing energy equipment, hoisting and conveying machinery, pumping and compressing equipment in place. Costs of equipment, tools, and inventories are reflected in actual prices. 

For statistical purposes, indicators of investment in fixed capital, commissioning of fixed assets, and uncompleted construction are registered at current prices of respective years. It is of paramount importance to have time series in comparable prices for studies of investment processes. The data in comparable prices permit to analyze the dynamics of investment and to eliminate price factor in the course of determining the efficiency of investment in fixed assets in terms of the final results of construction. 

Form No. 2-ks was used as the database for the analysis of time series of price indicators at the federal and regional levels. Price indices related to the investment in fixed assets are aggregate indicators reflecting the dynamics of prices across all their components (construction works, machinery, and equipment, other capital works and outlays). The calculation of price indices was carried out in accordance with the Manual on the methodology of price indices for capital construction approved by RF Goskomstat on May 21, 1997 (Resolution No. 30). These recommendations determine the procedures of conversion of  key value indicators at the federal and regional levels into comparable prices and were used to build time series. 

In order to convert amounts of investment in fixed assets into comparable (basis) prices there was employed the chain method to determine coefficients of conversion of investment proceeding from respective annual actual prices of reporting year as compared to the preceding year to be finally converted in the comparable prices. The actual prices of 1996 were used as comparable prices. In order to calculate the amount of investment in fixed assets over a number of preceding year in comparable prices there is determined the coefficient of conversion of investment from current prices into prices of 1996. 

The coefficient of conversion of investment over a number of preceding years into comparable (basis) prices of 1996 is determined by using the chain method to multiply price indices of respective years. 

The coefficient of conversion of investment in comparable (basis) prices of 1996 for following years is calculated by using the chain method to divide the coefficient of conversion for the basis year by the price index of the following year to the preceding year. Further, the investment in comparable prices is determined by multiplying the investment in fixed assets in current prices by the obtained coefficient of conversion.

In order to convert the amount of newly commissioned fixed assets in actual (mixed) prices into comparable (basis) prices, it is necessary to calculate the coefficient of conversion of current (of respective years) prices related to the new commissioning of fixed assets into prices of 1996. 

The determination of the coefficient of conversion of newly commissioned fixed assets is based on coefficients of conversion of investment adjusted for a coefficient of correction. 

Coefficients of correction determined basing on the model of the distributed construction lag have the following values pt 

	Years
	Coefficient of correction

	1991.
	0,66

	1992
	0,83

	1993
	0,65

	1994
	0,85

	1995.
	1,0

	1996.
	1,0

	1997
	1,0


The values of these coefficients for regions where the specific weight of investment in housing construction is significantly above the average national level are set at 0.02 to 0.05 points above the indicated coefficients due to the fact that reevaluation of fixed assets carried out before 1995 did not embrace residential housing and, accordingly, uncompleted construction. 

The conversion of the amount of newly commissioned fixed assets into comparable (basis) prices is carried out by multiplying the amount of newly commissioned fixed assets measured in actual (mixed) prices by the coefficient of conversion of the amount of newly commissioned fixed assets from actual to basis prices.

The calculations were analyzed and evaluated by experts in accordance with the general situation in respective regions. For these purposes there were used ratio indicators, i.e. rates of increase (decrease) and ratios between indicators describing the process of reproduction of fixed assets and investing activities. 

The analysis of reproduction of fixed assets was carried out in terms and the framework of the fixed assets balance. The fixed assets balance is a statistical table whose data characterize the amount, structure, and reproduction of fixed assets in the economy on the whole, as well as across sectors, forms of ownership, and regions. The indicators of depreciation, renewal, mortality, and consumption of fixed assets are calculated on the basis of this balance. 

Statistical agencies at the federal and regional levels calculate the fixed assets balance basing on the gross book and net (less wear and tear) value. The fixed assets balance for the reporting year is calculated at prices registered before the reevaluation as on January 1 of the next year. 

Evaluation of fixed assets at the balance sheet value is carried out at the moment they are registered in the accounting balance. Therefore, the balance sheet value is a mixed evaluation of fixed assets, since some objects are entered in the balance sheets at their physical value determined at the moment of the last evaluation, while fixed assets commissioned over the next period are registered at their original (acquisition) cost. 

Original cost is defined as the actual cost of commissioning of fixed assets at prices current for the period of construction or acquisition of these objects. The physical value is determined by outlays for reproduction of new fixed assets and is taken into account in the process of their evaluation proceeding from actual conditions of the reproduction of fixed assets: contract prices and estimate costs for construction and installation works, wholesale prices of construction materials, fuel, energy, machinery, equipment, inventories, etc., transportation tariffs, etc.  

The balance registers the gross book value of the volume of fixed assets, which remains unchanged over the whole time of their operation. The balance reflects the fixed assets at the beginning of the year, commissioning of new assets, acquisitions from other sources, liquidation, withdrawal due to other causes, and fixed assets at the end of the year, and also the average annual value of fixed assets.  

Net original cost comprises the value of fixed assets at prices taken into account at the time of their registration in the balance and the depreciation at the time of evaluation. It equals the gross original book value of fixed assets less the value of accumulated depreciation according to the accounting records. The net original cost changes as wear and tear of fixed assets progress and also in relation to their expansion, modernization, and reconstruction. In the course of reevaluation of fixed assets the net original cost is replaced with net physical cost. The balance in terms of net physical cost characterizes the value aspect of reproduction of fixed assets. Apart from indicators registered in the balance at their gross book value (although taking into account their depreciation), it also contains an indicator of annual wear and tear of all fixed assets. The balance also includes the data on annual replacement cost depreciation of fixed assets and completed capital repairs as a memorandum item. 

In the situation characterized by inflationary growth of prices of goods produced by sectors related to capital formation, where fixed assets are registered at different values and it becomes impossible to directly compare respective indicators, it is feasible to convert the data of the fixed assets balance made in terms of mixed evaluation at the balance sheet values into comparable prices. 

For the purposes of comparability of fixed assets and reflection of their real dynamics, the annual indicators related to fixed assets (annual value, coefficients of renewal and mortality, service time characteristics) over a number of years are converted in constant prices of a basis year. Until 1991, prices of 1973 (determined in the result of the reevaluation of fixed assets carried out in 1972 and 1973) were used as constant prices (at the moment for these purposes there are used prices of 1990). The calculations are based on the results of reevaluations of fixed assets determining the ratio between prices of the reporting year and the physical value of fixed assets registered in the basis year. 

The following information is used to calculate fixed assets at constant (basis) prices over a number of years: 

· Price indices across mechanical engineering products and sectors, as well as indicators related to the construction materials industry; 

· Price indices of capital investment in general, and construction and installation works and other works; 

· Average standard coefficients elaborated on the basis of aforementioned indices pertaining to types and groups of fixed assets and periods of their acquisition; 

· Final (resulting) statistical indices of reevaluation across types of fixed assets and sectors of the economy and industry; 

· Indices of changes in market prices of fixed assets basing on the information of their market value. 

Fixed assets may be evaluated at comparable prices in two ways: index and balance methods. 

The index method determines aggregate indices of changes in prices and tariffs over the period from the basis to reporting year, according to which fixed assets of the reporting year are reevaluated. 

According to the balance method the value of fixed assets evaluated at their physical value at the basis date is decreased by the amount of assets withdrawn (liquidated and due to other causes) prior to the reporting year and increased by the value of fixed assets acquired over this period (newly commissioned and acquired from other sources). At the same time, all assets are converted in prices of the basis year according to respective price indices. 

The correctness of the results of conversion of the outlays for the commissioning of fixed assets may be analyzed by comparing the data on fixed assets and their movement obtained in the course of making up balances of Russia’s fixed assets at comparable prices of the basis year and balances of national and regional fixed assets at average annual prices of the reporting year with the indicators of conversion in comparable prices: in case the trends are similar, the results of conversion may be regarded as satisfactory. 

2.2. Data

In our study, we are going to consider 16 indices characterizing the investment activities in the regions, see Table 3.1. The indices can be provisionally divided into seven groups: 1) the general level of the investment activity (variables 1 and 2); 2) allocation of the investments across a variety of property forms (variables 3 and 4); 3) distribution of the investments across the investment mediums (variables 5, 6 and 7); 4) governmental investments (variable 8); 5) investments from own funds (variables 9 and 10); 6) investments from outside funds (variables 11, 12, 13 and 14) and 7) foreign investments (variables 15 and 16).

	Table 2.1.
№
	Index
	Designation
	Unit of

measurement

	1
	Fixed asset investments 
	INV
	% of the GRP

	2
	Index of a physical amount of fixed asset investments
	INVR
	% against

the prev.year

	3
	Percentage of fixed asset investments in state-owned enterprises 
	INVSE
	%

	4
	Percentage of fixed asset investments in the joint venture enterprises involving the foreign capital
	INVJV
	%

	5
	Percentage of investments in housing
	HOUS
	% *

	6
	Percentage of investments in buildings, other than apartment houses, and facilities
	BUILD
	% *

	7
	Percentage of investments in machines, equipment, instruments and implements
	EQUIP
	% *

	8
	Percentage of fixed asset investments across the sources funded from budget money, such as the federal budget, budgets of the Russian Federation territorial entities and local budgets
	INVFRB
	%

	9
	Percentage of fixed asset investments financed from own funds
	INVOW
	%

	10
	Percentage of fixed asset investments financed from the profits remaining at the enterprise (the accumulation fund)
	INVPRF
	%

	11
	Percentage of investments in fixed assets financed from the outside funds
	INVBOR
	%

	12
	Percentage of bank loans as part of the outside funds used to finance the investments in the fixed assets
	INVL
	%

	13
	Percentage of budget money as part of the outside funds used to finance investments in fixed assets
	INVB
	%

	14
	Percentage of capital from stock emission as part of the outside funds used to finance the investments in fixed assets
	INVST
	%

	15
	Foreign investments in the economy of the Russian Federation 
	INVF
	% of the GRP

	16
	Direct foreign investments in the economy of the Russian Federation 
	FDI
	% of the GRP


Note: * Data as of 1999 only.

We have picked up 60 indices that characterize various aspects of regional economy as explanatory variables, see Table 3.2. In particular, the variables under consideration include general indices for a region, some indicators of the living standard, a number of variables for a structure of the region’s economy and regional fixed assets, financial results of the economic activity, innovation activity, indices for a budget sphere, the structure of sources of the investment funds, foreign trade activity of a region, indices for foreign investments and joint venture operations involving the foreign capital. A number of factors and, in particular, some characteristics of the investment activity can be interpreted in various regressions both as explanatory and explainable variables.

Table 2.2.

	№
	Index
	Designation
	Unit of measurement

	1
	Change in the average annual employed labor force in the economy 
	LAB
	% against the

prev.year

	2
	Real money incomes of the population 
	INCR
	% against

the prev.year

	3
	Percentage of business incomes as part of the money earnings of the population 
	INCENT
	% *

	4
	Increase in savings from deposits, securities and purchase of hard currency
	SAVER
	

	5
	Balances on deposits in Sberbank of the Russian Federation 
	DEP
	% of the GRP

	6
	Housing security of the population 
	FLAT
	м2

	7
	Percentage of the private housing stock 
	FLATPR
	%

	8
	Physical index of the gross regional product
	GRPR
	% against

the prev.year

	9
	Percentage of industry in the gross regional product
	GRPIND
	% of the GRP **

	10
	Percentage of agriculture in the gross regional product
	GRPAGR
	% of the GRP **

	11
	Value of the fixed assets of the economic sectors
	F
	% of the GRP

	12
	Percentage of agricultural fixed assets
	FAGR
	%

	13
	Percentage of industrial fixed assets
	FIND
	%

	14
	Percentage of fully depreciated fixed assets 
	FD
	%

	15
	Percentage of fully depreciated industrial fixed assets 
	FDIND
	%

	16
	Index of industrial production
	INDR
	% against

the prev.year

	17
	Percentage of fuel sector in the industrial production
	INDOIL
	%

	18
	Percentage of electric power industry in the industrial production
	INDEN
	%

	19
	Percentage of machine building and metal processing in the industrial production
	INDM
	%

	20
	Percentage of industrial products manufactured at government-owned and municipal enterprises 
	PROPS
	%

	21
	Percentage of industrial products manufactured at private enterprises 
	PROPPR
	%

	22
	Percentage of market-dominant enterprises in the aggregate output
	MONOP
	%

	23
	Level of profitability of the sold industrial products (services, goods, etc)
	RENT
	%

	24
	Domestic research and development expenses
	RDINT
	% of the GRP

	25
	Technological innovation expenses
	RDINN
	% of the GRP

	26
	Percentage of budget expenses in the Russian Federation territorial entities used to fund the industry, power and construction sectors 
	EXP
	%

	27
	Incomes in the budgets of the Russian Federation territorial entities
	REV
	% of the GRP

	28
	Regional budget deficit
	DEF
	% of the GRP

	29
	Percentage of loans given to the economy, banks and population 
	LOANS
	% of the GRP

	30
	Profits of enterprises and organizations
	PROF
	% of the GRP

	31
	Percentage of unprofitable enterprises and organizations
	LOSS
	%

	32
	Credit indebtedness of enterprises and organizations
	CRED
	% of the GRP

	33
	Overdue credit indebtedness of enterprises and organizations
	CREDOV
	% of the GRP

	34
	Debit indebtedness of enterprises and organizations
	DEBIT
	% of the GRP

	35
	Aggregate overdue wage indebtedness
	WAGE
	% of the GRP

	36
	Percentage of fixed asset investments in the state-owned enterprises 
	INVSE
	%

	37
	Percentage of fixed asset investments in private enterprises 
	INVPR
	%

	38
	Percentage of fixed asset investments in joint ventures involving foreign capital
	INVJV
	%

	39
	Percentage of fixed asset investments funded from the federal budget 
	INVFB
	%

	40
	Percentage of fixed asset investments funded from budgets of Russian Federation territorial entities and local budgets
	INVRB
	%

	41
	Percentage of fixed asset investments financed from own funds
	INVOW
	%

	42
	Percentage of fixed asset investments financed from the accumulation fund
	INVPRF
	%

	43
	Percentage of fixed asset investments financed from outside funds
	INVBOR
	%

	44
	Percentage of bank credits in outside funds used to finance fixed assets investments
	INVL
	%

	45
	Percentage of budget funds in outside funds used to finance fixed assets investments
	INVB
	%

	46
	Percentage of shares emission money in outside funds used to finance fixed assets investments
	INVST
	%

	47
	Percentage of fixed asset investments in industry 
	INVIND
	%

	48
	Percentage of fixed asset investments in agriculture
	INVAGR
	%

	49
	Percentage of fixed asset investments in transport sector
	INVTR
	%

	50
	Percentage of fixed asset investments in communications enterprises 
	INVCOM
	%

	51
	Percentage of fixed asset investments in trade and catering facilities
	INVTRD
	%

	52
	Foreign investments in the Russian economy 
	INVF
	% of the GRP

	53
	Direct foreign investments in the Russian economy
	FDI
	% of the GRP

	54
	Consumer price index
	CPI
	% against

the prev.year

	55
	Non-CIS export-import balance 
	TB
	% of the GRP

	56
	Export-import balance inside the CIS
	TBCIS
	% of the GRP

	57
	Percentage of fuel-power complex in export operations (at real prices)
	EXOIL
	% of the GRP

	58
	Percentage of machine building products in the export operations (in terms of real prices)
	EXM
	% of the GRP

	59
	Percentage of machine building products in the import operations (in terms of real prices)
	IMM
	% of the GRP

	60
	Percentage of products (works, services) made at joint venture enterprises involving foreign capital (in terms of real prices)
	JV
	% of the GRP


Note: * Data as of 1999 only. ** Data as of 1998 only.

The basic criteria for choosing the explanatory variables were not only some theoretical assumptions concerning specific interdependence between the indicators of the investment activity and regional economic indices, but also availability of the needed statistical data for a maximum number of years. For example, the initial sample of data embraced the five-year period between 1995 and 1999 inclusive (regional statistical data for 2000 are expected to be released at the end of the first quarter of 2002). However, out of a set of variables (as many as 66 indices), the 1995 data were available only for 30 items, 1996 – 40 items, 1997 – 45 items. There were 59 and 64 indices available respectively for 1998 and 1999. Therefore, for the sake of a maximum balanced cross-year sampling, we seek to test the panel data for 1998 and 1999 only. Besides, the years 1998 and 1999 have been chosen, because the period under review witnesses a specific phase in the dynamics of the investment activities in the Russian economy, namely  - the period of transition from a cut in the investment activity  (1992 – the first quarter of 1998) which resulted from the reform-related recession in the Russian economy to an investment rise in the economy following the 1998 crisis (starting from mid-1999 onward).

The initial statistical information includes data for all the 88 territorial entities of the Russian Federation. However, for some regions and primarily for autonomous districts, the statistics are not available for a great number of variables under study. That is why we analyze cross-regional data concerning indices of the investment activities and factors influencing the investment processes for 76 territorial entities of the Russian Federation. Excluded are all the autonomous districts, Yevreyskaya autonomous oblast, Republic of Ingushetia and Chechen Republic.

In addition, in order to take account of the key differences in the economic behavior of the regions of the Russian Federation, we make use of the results of the typology of the Russian territorial entities which were gained in the course of work on the subject ‘Typology of the Russian regions’ made as part of the CEPRA project. In particular, we investigate two groups of the dummy variables.  The first group (variables T1-T6) embraces six types of Russian regions as specified in the above-mentioned project, such as Consumers-oilers, Consumers-Producers, Poor Consumers, Rich Investors, Poor Investors and Wobblers. The second group of the dummy variables (G1 and G2) demonstrates a much wider typology. For instance, variable G1 is common of all the consuming regions and includes T1, T2 and T3 types, while variable G2 is typical of the investing regions, such as T4 and T5.
2.3. Methodology of econometric analysis

Within the frameworks of the present cross-regional study, we investigate impact of some indices describing various aspects of the economic situation of a region on some characteristics of the investment activity. Analysis of regressions for corresponding dependences is based on a nonbalanced sampling of 76 regions for two years – 1998 and 1999. In order to take account of likely cross-year interdependences between various regions and differences in the investment processes, we made use of the methods of panel data analysis.

The simplest technique of evaluating regressions in panel data is to ignore the panel structure of the data, but in this case no regard is paid to individual and/or time features of the sampling. In order to allow for specific features of the data, evaluation is made of the models featuring invariable and/or individual effects. Our investigation evaluates the regressions on nonbalanced panels with invariable time effects
.
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The use of panel data in constructing regressions allows, on the one hand, for an increase in the sample size and, as a result, regard for more information about the changes taking place in space and time, which makes it possible to build much fuller models
. On the other hand, it leads to an increased possibility of violating the conditions of the theorem of Gauss and Markov, including those of time noncorrelatedness and homoskedasticity of random errors
.

It should be noted that since the data are specific (the sample includes the data for a two-year period, T=2), we could disregard the problem of probable time correlatedness of the errors in evaluating the econometric models. Availability of autocorrelatedness means that regression errors for each region are described, say, by means of a model of autoregression of p order. In order to correctly evaluate it, we need rather long time rows, which are not available to us in this case. Besides that, there is no need to consider the problem of unit roots available to the panel data, since the notion of invariability implies that the time rows are long enough, i.e. T → ∞
.

However, since the sample includes data for years 1998 and 1999 witnessing radical changes in the fundamental factors of development of the Russia’s economy in general, it can be assumed that in evaluating we will fail to avoid the problem of heteroskedasticity of the errors, i.e. cross-year dispersion differences.

As is known, in case of heteroskedasticity of the random dispersion errors, evaluations of the coefficients obtained by means of the least-square method proves to be ineffective. There are various techniques that help overcome the problem of heteroskedasticity of the random errors of ‘classical’ regression. They are described in detail in econometric papers, see, for example, Johnston, DiNardo (1997), Kennedy (1999); Mátyás, Sevestre (1992). One of the commonest methods of obtaining the best (most effective and consistent) evaluations in case of heteroske​dasticity of the random errors, as well as of their inter-medium correlatedness is the generalized least square (GLS) method. Its use is, however, hampered by the lack of information concerning the form of the covariance matrix and, consequently, the need for its evaluation, which, in practice, leads to a use of the method of feasible (estimated) generalized least squares (FGLS). As a result, the estimates obtained through the use of the FGLS method cease to be linear (because of the corresponding transformations of the variables) and unbiased. Nonetheless, with the estimates of the covariance matrix being consistent, evaluations of the coefficients obtained by means of the FGLS method have asymptotic properties which are similar to those of the estimates obtained by means of the GLS method, see more details in: Kennedy (1999).

Another technique used to improve the regression estimates in case of heteroskedasticity of the random errors is the White’s procedure, see White (1980). It helps obtain consistent estimates of the dispersion-covariance matrix of the regression coefficients, which, however, are not supposed to be effective (those obtained by means of the GLS method prove to be the best in any case). Thus, the White’s procedure helps overcome the sensitivity of the least square method towards a violation of the condition of heteroskedasticity of the random errors. It is noteworthy that as with the FGLS method, the procedure gives good results, if the sample has a large size. In order to correct the heteroskedasticity of the random dispersion errors in small or short samples, we offer to combine the FGLS method and the iterative procedure of estimating regression weights and coefficients.

Consequently, because of the specific sample used (our panel has a sufficiently great number of regions and a small number of time intervals), the regressions were evaluated by means of the FGLS method
 combined with the iterative procedure of estimating regression weights and coefficients.

2.4. Basic assumptions

As mentioned above, the investment processes taking place in the transition economies and, in particular, in Russia are characterized by a considerable number of important features which are different from the standard prerequisites in the theory of investments. That is why, in addition to the general assumptions concerning the factors of the investment activities listed in Chapter 1, we intend to focus on verification of the hypotheses put forward on the basis of generalized conclusions stemming from an analysis of the investment processes in the transition and developing economies
.

In particular, in line with transformation decline and large-scale structural changes occurring in the transition economies, the character of the investment processes can vary sharply across the sectors of economy, at least much stronger than in the developed economies. The lopsided (in terms of a market structure of economy) development of various sectors which took place in the environment of the administrative-command economy led to the situation where at the start of the market reforms some sectors proved to be ‘overinvested’, whereas the others proved to be ‘underinvested’. That is why once triggered following the liberalization, the market mechanisms result in an unsteady rate of a decline and subsequently of a rise in the investments across a variety of sectors.

The investment activity is negatively dependent on the inflation rate and duration of a stabilization period in economy. In the countries which carried out an inconsistent policy of financial stabilization and where a high average rate of inflation was maintained for a longer period of time, the rate of decline and that of investment restoration were higher than in those which had achieved a fast decline in the inflation.

In transition economies, the investment activity financed from the domestic funds is often hampered by non-payments and low payment discipline of juridical persons. In such countries as Albania, Poland, Rumania and Slovakia, a key role is played by foreign investments in the investment processes.

The government investments, such as budget investments, investments in the government-controlled enterprises, have a low level of efficiency. More often than not, they have an obviously political (social) character.  Accordingly, the governments primarily invest in a narrow range of sectors, such as social sphere, agriculture and natural monopolies.

In most of the developing and transition economies, the investments are primarily made by foreign companies involving both an inflow of capital which a country frequently does not have in a sufficient amount following an economic or financial crisis and subsequent devaluation of the savings and attraction of the innovative production facilities and technologies. Accordingly, the domestic investments financed at the expense of the capital base or outside funds are chiefly used as complementary sources.

Since the developing (following a financial and currency crisis) and transition economies lack developed financial markets and a bank sector, the bank credits and share emission profits make up a very small portion of the sources of the investment financing. Under conditions of rationing of credits, the bank sector grants loans for mid-term and long-term investment projects only to affiliated companies. Placing of shares as a means of obtaining funds proves to be ineffective for two reasons. First, the fund market is underdeveloped and therefore cannot attract a huge amount of capital when placing the shares in public; moreover, the shares of companies are primarily underestimated very much. Second, with specific corporate management in effect during the early company post-privatization period, its owners cannot frequently resolve to place a large parcel of shares in public to attract the investment funds. As a result, investments are normally made at the expense of the company’s own funds.

Given limited own financial resources and mostly redundant fixed assets, specifically in the most industrialized socialist economies, such as Hungary, East Germany, the Czech Republic and ex-Soviet republics, the bulk of investments is made in sophisticated machinery, equipment and technologies. At the same time in most countries of Central and Eastern Europe, foreign investments were used to set up production facilities from scratch, i.e. the so-called greenfield investments.

Accordingly, the investment processes under way in the developing and transition economies witness a ratchet effect to a less extent than in the developed countries, and the current investments are poorly tied up to the volume and degree of depreciation of the available fixed assets and the old structure of economy.

For Russia, it is also important to note one more feature of the investment processes which is typical of a number of developing economies. Huge reserves of power resources, such as oil and gas, and domination of raw materials (oil, gas, ferrous and non-ferrous metals) in export lead to the so-called Dutch disease, i.e. supernormal development of the power and fuel complex and mining industries and parallel reduction of processing industries. It ultimately results in concentrated investments in a narrow set of raw material, mining and extraction industries because of the sufficient own funds available to them, whereas an amount of investments elsewhere, i.e. in the remaining sectors, is going down.

Inclusion of the dummy variables responsible for attributing the regions to a variety of types allows us to expand the set of hypotheses under verification concerning some common features of the investment processes across homogenous (in terms of basic economic characteristics) groups/types of Russian regions.

Thus we assume, first, that the investor-type regions will have higher indices in terms of volume and dynamics of investments than the consumer-type regions, with the remaining regional economic indices being comparable.

Second, it can be assumed that in consumer-type, wobbling and depressive regions, investments by government-controlled companies and from budget sources play a higher role than in the investor-type regions, first of all, thanks to a greater weight of the state property there.

Third, the regions typed as poor investors feature a higher share of joint venture investments, because the regional own funds are not large enough for investments.

Fourth, it is our assumption that in rich investor-type regions, the investment sources are equally distributed between the capital base and loan proceeds, since high profits of a region allow both investments to be made at the expense of profit and loan capital to be attracted (a high level of monetized economy is used as an additional factor favoring placement of financial resources).

Fifth, as an actual fact, the companies across the rich investor-type regions can primarily attract funds by placing shares in public, for their financial position, investment activity and institutional environment of operation make their private securities attractive for investors.

Sixth, it is expected that with rich investor regions, the ratio of realty investments between residential housing and production building is approximately the same or the former dominates, whereas in the poor investor regions the latter dominate.

Seventh, in consumer-type regions the volume and structure of the investments depend on the structure and degree of depreciation of the fixed assets, whereas investor-type regions place the bulk of investments in constructing new production facilities.

2.5. Results of evaluation

The results of the evaluation of panel and inter-medium regressions for all the variables under study characteristic of the investment processes across Russian regions in 1998-99 are given in Annex 1. We are going to analyze the results obtained along the two lines. First we intend to consider an impact of some factors on indices of the investment activity within the above-mentioned seven groups of variables which characterize the investment processes in regions and then we plan to summarize the effects made by a number of factors on the investment processes across the Russian regions in general.

In the course of our econometric analysis we have considered 643 pairs of dependences, with due regard for the dummy variables and without them, between 16 selected indices of the investment activity and 60 factors listed above, which, in our opinion, affect the character of the investment processes going on across the regions. We have found out the statistical significance of the explanatory variables in 179 cases, i.e. 27.8 per cent of the dependences under consideration. In 102 cases, which account for 57 per cent of the models with statistically significant explanatory variables, the inclusion of the dummy variables, which identify a type of a region under the CERPA project ‘Typology of Regions of the Russian Federation’, allowed us to improve the statistical qualities of the regression models. Among other things, in 30 cases the typology of territorial entities of the Russian Federation made the explanatory variable statistically significant at a level of 5 per cent.

Before describing the results obtained, we should note that in discussing the statistical significance of the explanatory variables as factors of the investment activity with the models which include indices of the investment activity as explanatory variables, we more often than not can only state that there is such a dependence, but cannot determine the direction of the dependence, i.e. whether an explanatory variable leads to an explained one or vice versa. In particular, the small size of the time panel (as little as two years only) does not allow us to carry out formal tests for causation between the variables, e.g. the test of Granger-Sims.

General characteristics of the investment 
activity (INV and INVR)

Table 2.3. 

Variable INV

	
	Adj. R2
	C
	FE1998
	FE1999
	X
	T1
	T2
	T3
	T4
	T5
	T6
	G1
	G2

	1
	0,536
	
	0,476
	0,510
	-0,003
	
	
	
	
	
	
	
	

	
	
	
	
	
	-0,974
	
	
	
	
	
	
	
	

	2
	0,422
	
	0,269
	0,296
	-0,001
	
	
	
	
	
	
	
	

	
	
	
	
	
	-0,863
	
	
	
	
	
	
	
	

	4
	0,172
	0,264
	
	
	-0,010
	
	
	
	
	
	
	
	

	
	
	2,423
	
	
	-1,594
	
	
	
	
	
	
	
	

	5
	0,536
	
	0,190
	0,217
	-0,001
	
	
	
	
	
	
	
	

	
	
	
	
	
	-1,145
	
	
	
	
	
	
	
	

	6
	0,279
	
	0,089
	0,115
	0,001
	
	
	
	+
	
	
	
	

	
	
	
	
	
	2,553
	
	
	
	
	
	
	
	

	9
	0,536
	
	0,303
	0,341
	-0,001
	
	
	
	
	
	
	
	

	
	
	
	
	
	-0,952
	
	
	
	
	
	
	
	

	10
	0,162
	0,204
	
	
	-0,001
	
	
	
	
	
	
	
	

	
	
	8,410
	
	
	-1,235
	
	
	
	
	
	
	
	

	11
	0,213
	0,196
	
	
	-0,002
	
	
	
	
	
	
	
	

	
	
	14,032
	
	
	-1,725
	
	
	
	
	
	
	
	

	13
	0,453
	
	-0,236
	-0,100
	0,048
	
	
	
	+
	+
	+
	
	

	
	
	
	
	
	9,777
	
	
	
	
	
	
	
	

	14
	0,527
	
	0,174
	0,198
	0,004
	
	
	
	
	
	
	
	

	
	
	
	
	
	0,587
	
	
	
	
	
	
	
	

	15
	0,276
	
	0,161
	0,185
	0,013
	
	
	
	
	
	
	-
	+

	
	
	
	
	
	2,371
	
	
	
	
	
	
	
	

	16
	0,431
	
	0,195
	0,221
	-0,002
	
	
	
	
	
	
	
	

	
	
	
	
	
	-0,788
	
	
	
	
	
	
	
	

	18
	0,414
	
	0,192
	0,218
	-0,001
	
	
	
	
	
	
	
	

	
	
	
	
	
	-0,717
	
	
	
	
	
	
	
	

	19
	0,517
	
	0,143
	0,161
	0,000
	
	
	
	
	
	
	
	

	
	
	
	
	
	0,371
	
	
	
	
	
	
	
	

	20
	0,324
	
	0,155
	0,183
	0,002
	
	
	
	
	
	
	-
	+

	
	
	
	
	
	3,629
	
	
	
	
	
	
	
	

	21
	0,442
	
	0,153
	0,185
	0,001
	
	
	
	
	
	
	
	

	
	
	
	
	
	1,047
	
	
	
	
	
	
	
	

	22
	0,516
	
	0,190
	0,216
	-0,001
	
	
	
	
	
	
	
	

	
	
	
	
	
	-1,448
	
	
	
	
	
	
	
	

	23
	0,427
	
	0,186
	0,210
	-0,001
	
	
	
	
	
	
	
	

	
	
	
	
	
	-0,741
	
	
	
	
	
	
	
	

	24
	0,514
	
	0,184
	0,209
	0,000
	
	
	
	
	
	
	
	

	
	
	
	
	
	-0,449
	
	
	
	
	
	
	
	

	25
	0,443
	
	0,149
	0,180
	0,000
	
	
	
	
	
	
	
	

	
	
	
	
	
	-0,349
	
	
	
	
	
	
	
	

	26
	0,415
	
	0,167
	0,199
	-0,002
	
	
	
	
	
	
	
	

	
	
	
	
	
	-0,516
	
	
	
	
	
	
	
	

	27
	0,436
	
	0,176
	0,200
	0,000
	
	
	
	
	
	
	
	

	
	
	
	
	
	0,394
	
	
	
	
	
	
	
	

	28
	0,565
	
	0,161
	0,192
	0,001
	
	
	
	
	
	
	
	

	
	
	
	
	
	1,350
	
	
	
	
	
	
	
	

	29
	0,427
	
	0,169
	0,196
	0,004
	
	
	
	
	
	
	
	

	
	
	
	
	
	1,129
	
	
	
	
	
	
	
	

	30
	0,771
	
	-0,061
	-0,039
	1,001
	
	
	
	+
	+
	+
	
	

	
	
	
	
	
	20,794
	
	
	
	
	
	
	
	

	31
	0,404
	
	0,179
	0,204
	0,170
	
	
	
	
	
	
	
	

	
	
	
	
	
	0,942
	
	
	
	
	
	
	
	

	32
	0,433
	
	0,178
	0,202
	-0,068
	
	
	
	
	
	
	
	

	
	
	
	
	
	-0,976
	
	
	
	
	
	
	
	

	33
	0,668
	
	0,231
	0,156
	0,516
	-
	-
	-
	+
	
	
	
	

	
	
	
	
	
	15,893
	
	
	
	
	
	
	
	

	34
	0,434
	
	0,130
	0,164
	0,001
	
	
	
	
	
	
	
	

	
	
	
	
	
	0,921
	
	
	
	
	
	
	
	

	35
	0,694
	
	-0,055
	0,000
	0,252
	
	
	
	
	
	
	-
	+

	
	
	
	
	
	17,350
	
	
	
	
	
	
	
	

	36
	0,507
	
	-0,038
	0,032
	0,379
	
	
	
	
	
	
	-
	+

	
	
	
	
	
	11,344
	
	
	
	
	
	
	
	

	37
	0,787
	
	-0,042
	0,004
	0,344
	-
	
	
	+
	+
	
	
	

	
	
	
	
	
	21,771
	
	
	
	
	
	
	
	

	38
	0,523
	
	0,179
	0,125
	0,000
	
	
	
	
	
	
	-
	+

	
	
	
	
	
	2,935
	
	
	
	
	
	
	
	

	39
	0,523
	
	0,188
	0,213
	0,000
	
	
	
	
	
	
	
	

	
	
	
	
	
	-0,561
	
	
	
	
	
	
	
	

	40
	0,387
	
	0,203
	0,225
	-0,001
	
	
	
	
	
	
	
	

	
	
	
	
	
	-1,341
	
	
	
	
	
	
	
	

	41
	0,353
	
	0,166
	0,190
	0,000
	
	
	
	
	
	
	
	

	
	
	
	
	
	0,626
	
	
	
	
	
	
	
	

	45
	0,446
	
	0,159
	0,183
	0,001
	
	
	
	
	
	
	
	

	
	
	
	
	
	1,316
	
	
	
	
	
	
	
	

	46
	0,533
	
	0,188
	0,211
	-0,001
	
	
	
	
	
	
	
	

	
	
	
	
	
	-0,915
	
	
	
	
	
	
	
	

	47
	0,531
	
	0,192
	0,216
	0,000
	
	
	
	
	
	
	
	

	
	
	
	
	
	-0,521
	
	
	
	
	
	
	
	

	48
	0,566
	
	0,207
	0,236
	-0,002
	
	
	
	
	
	
	-
	+

	
	
	
	
	
	-2,469
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	49
	0,531
	
	0,169
	0,193
	0,000
	
	
	
	
	
	
	
	

	
	
	
	
	
	0,521
	
	
	
	
	
	
	
	

	50
	0,435
	
	0,172
	0,201
	-0,001
	
	
	
	
	
	
	
	

	
	
	
	
	
	-1,011
	
	
	
	
	
	
	
	

	51
	0,438
	
	0,167
	0,192
	0,000
	
	
	
	
	
	
	
	

	
	
	
	
	
	0,599
	
	
	
	
	
	
	
	

	52
	0,624
	
	0,136
	0,121
	0,004
	
	
	
	+
	
	+
	
	

	
	
	
	
	
	3,429
	
	
	
	
	
	
	
	

	53
	0,549
	
	0,143
	0,166
	0,001
	
	
	
	
	
	
	-
	+

	
	
	
	
	
	2,220
	
	
	
	
	
	
	
	

	54
	0,502
	
	0,183
	0,207
	-0,001
	
	
	
	
	
	
	
	

	
	
	
	
	
	-0,374
	
	
	
	
	
	
	
	

	56
	0,433
	
	0,164
	0,187
	0,000
	
	
	
	
	
	
	
	

	
	
	
	
	
	0,657
	
	
	
	
	
	
	
	

	57
	0,555
	
	0,210
	0,224
	-0,009
	
	
	
	
	
	
	-
	+

	
	
	
	
	
	-3,149
	
	
	
	
	
	
	
	

	58
	0,512
	
	0,188
	0,212
	-0,009
	
	
	
	
	
	
	-
	+

	
	
	
	
	
	-2,308
	
	
	
	
	
	
	
	

	60
	0,595
	
	0,162
	0,184
	0,000
	
	
	
	
	
	
	
	

	
	
	
	
	
	1,862
	
	
	
	
	
	
	
	

	61
	0,642
	
	0,163
	0,179
	0,001
	
	
	
	
	
	
	-
	+

	
	
	
	
	
	3,748
	
	
	
	
	
	
	
	

	62
	0,532
	
	0,166
	0,193
	0,000
	
	
	
	
	
	
	
	

	
	
	
	
	
	0,113
	
	
	
	
	
	
	
	

	65
	0,579
	
	0,155
	0,143
	0,259
	
	
	
	
	
	
	-
	+

	
	
	
	
	
	13,032
	
	
	
	
	
	
	
	

	66
	0,696
	
	0,203
	0,214
	1,508
	
	
	
	
	
	
	-
	

	
	
	
	
	
	16,614
	
	
	
	
	
	
	
	

	67
	0,925
	0,110
	
	
	0,319
	
	
	
	
	+
	
	
	

	
	
	4,568
	
	
	26,701
	
	
	
	
	
	
	
	

	68
	0,143
	0,156
	
	
	-0,189
	
	
	
	
	
	
	
	

	
	
	1,823
	
	
	-0,379
	
	
	
	
	
	
	
	

	69
	0,188
	0,077
	
	
	1,197
	
	
	
	
	
	
	
	+

	
	
	1,182
	
	
	2,753
	
	
	
	
	
	
	
	

	70
	0,363
	
	0,171
	0,192
	0,093
	
	
	
	
	
	
	
	

	
	
	
	
	
	1,083
	
	
	
	
	
	
	
	


Table 2.4.

Variable INVR

	
	Adj. R2
	C
	FE1998
	FE1999
	X
	T5
	T6
	G1
	G2

	1
	0,248
	
	213,101
	230,780
	-1,225
	
	
	
	

	
	
	
	
	
	-1,234
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	2
	0,174
	
	22,551
	34,238
	0,817
	+
	+
	
	

	
	
	
	
	
	2,276
	
	
	
	

	4
	0,047
	103,943
	
	
	0,495
	
	
	
	

	
	
	8,022
	
	
	0,596
	
	
	
	

	5
	0,209
	
	93,431
	107,239
	-0,054
	
	
	
	

	
	
	
	
	
	-0,128
	
	
	
	

	6
	0,294
	
	87,503
	102,312
	0,245
	
	
	-
	+

	
	
	
	
	
	2,360
	
	
	
	

	9
	0,273
	0,779
	
	
	1,076
	
	
	-
	+

	
	
	0,026
	
	
	3,577
	
	
	
	

	10
	0,040
	126,705
	
	
	-0,768
	
	
	
	

	
	
	13,331
	
	
	-1,024
	
	
	
	

	11
	0,027
	99,760
	
	
	0,332
	
	
	
	

	
	
	15,220
	
	
	0,722
	
	
	
	

	13
	0,229
	
	84,652
	100,718
	1,019
	
	
	
	

	
	
	
	
	
	0,927
	
	
	
	

	14
	0,207
	
	99,827
	113,666
	0,437
	
	
	
	

	
	
	
	
	
	0,205
	
	
	
	

	15
	0,305
	
	104,311
	118,041
	-3,343
	
	
	-
	+

	
	
	
	
	
	-2,544
	
	
	
	

	16
	0,225
	
	102,992
	116,794
	-0,227
	
	
	
	

	
	
	
	
	
	-0,367
	
	
	
	

	18
	0,206
	
	93,743
	107,258
	-0,041
	
	
	
	

	
	
	
	
	
	-0,096
	
	
	
	

	19
	0,252
	30,689
	
	
	0,731
	
	
	-
	

	
	
	1,565
	
	
	3,879
	
	
	
	

	20
	0,196
	
	103,575
	118,294
	-0,281
	
	
	
	

	
	
	
	
	
	-1,673
	
	
	
	

	21
	0,222
	
	99,769
	113,661
	0,035
	
	
	
	

	
	
	
	
	
	0,131
	
	
	
	

	22
	0,186
	
	95,640
	109,580
	-0,212
	
	
	
	

	
	
	
	
	
	-1,261
	
	
	
	

	23
	0,205
	
	98,718
	112,624
	0,115
	
	
	
	

	
	
	
	
	
	0,523
	
	
	
	

	24
	0,300
	
	92,507
	105,286
	0,271
	
	
	-
	

	
	
	
	
	
	2,363
	
	
	
	

	25
	0,483
	
	95,200
	110,631
	-0,328
	
	+
	
	

	
	
	
	
	
	-2,002
	
	
	
	

	26
	0,372
	
	87,137
	102,267
	1,037
	
	
	
	

	
	
	
	
	
	1,815
	
	
	
	

	27
	0,177
	
	93,788
	107,593
	-0,256
	
	
	
	

	
	
	
	
	
	-0,843
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	28
	0,300
	
	88,773
	103,893
	0,277
	
	
	
	

	
	
	
	
	
	1,152
	
	
	
	

	29
	0,227
	
	90,963
	105,307
	1,017
	
	
	
	

	
	
	
	
	
	0,917
	
	
	
	

	30
	0,218
	
	91,979
	105,678
	5,074
	
	
	
	

	
	
	
	
	
	0,308
	
	
	
	

	31
	0,222
	
	100,912
	114,653
	43,571
	
	
	
	

	
	
	
	
	
	0,767
	
	
	
	

	32
	0,207
	
	100,552
	114,239
	-6,664
	
	
	
	

	
	
	
	
	
	-0,327
	
	
	
	

	33
	0,214
	
	92,979
	106,850
	-0,827
	
	
	
	

	
	
	
	
	
	-0,090
	
	
	
	

	34
	0,217
	
	95,642
	108,813
	-0,043
	
	
	
	

	
	
	
	
	
	-0,171
	
	
	
	

	35
	0,235
	
	105,725
	118,712
	-5,983
	
	
	
	

	
	
	
	
	
	-1,402
	
	
	
	

	36
	0,220
	
	105,704
	118,256
	-9,691
	
	
	
	

	
	
	
	
	
	-1,241
	
	
	
	

	37
	0,240
	
	104,558
	117,795
	-7,335
	
	
	
	

	
	
	
	
	
	-1,362
	
	
	
	

	38
	0,225
	
	100,468
	114,729
	-0,001
	
	
	
	

	
	
	
	
	
	-0,136
	
	
	
	

	39
	0,223
	
	99,194
	112,851
	0,042
	
	
	
	

	
	
	
	
	
	0,260
	
	
	
	

	40
	0,162
	
	98,083
	111,240
	-0,156
	
	
	
	

	
	
	
	
	
	-0,915
	
	
	
	

	41
	0,272
	
	107,975
	121,686
	-0,277
	
	
	
	

	
	
	
	
	
	-1,805
	
	
	
	

	45
	0,206
	
	90,299
	103,950
	0,143
	
	
	
	

	
	
	
	
	
	0,678
	
	
	
	

	46
	0,258
	
	107,316
	119,833
	-0,684
	
	
	-
	+

	
	
	
	
	
	-2,212
	
	
	
	

	47
	0,209
	
	91,178
	104,945
	0,037
	
	
	
	

	
	
	
	
	
	0,261
	
	
	
	

	48
	0,231
	
	98,655
	112,542
	0,118
	
	
	
	

	
	
	
	
	
	0,480
	
	
	
	

	49
	0,209
	
	94,836
	108,603
	-0,037
	
	
	
	

	
	
	
	
	
	-0,261
	
	
	
	

	50
	0,217
	
	104,824
	120,479
	-0,085
	
	
	
	

	
	
	
	
	
	-0,285
	
	
	
	

	51
	0,171
	
	96,388
	109,920
	-0,120
	
	
	
	

	
	
	
	
	
	-0,689
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	52
	0,355
	
	87,530
	104,823
	1,716
	
	
	
	

	
	
	
	
	
	2,755
	
	
	
	

	53
	0,222
	
	101,420
	115,184
	-0,024
	
	
	
	

	
	
	
	
	
	-0,177
	
	
	
	

	54
	0,126
	
	97,559
	111,610
	-0,849
	
	
	
	

	
	
	
	
	
	-1,390
	
	
	
	

	56
	0,155
	
	85,399
	97,937
	0,263
	
	
	
	

	
	
	
	
	
	1,487
	
	
	
	

	57
	0,195
	
	95,482
	108,312
	-0,756
	
	
	
	

	
	
	
	
	
	-0,718
	
	
	
	

	58
	0,274
	
	105,887
	119,756
	-2,210
	
	
	
	

	
	
	
	
	
	-1,639
	
	
	
	

	60
	0,196
	
	97,990
	113,190
	0,050
	
	
	-
	

	
	
	
	
	
	2,067
	
	
	
	

	61
	0,234
	
	99,042
	113,588
	0,085
	
	
	-
	

	
	
	
	
	
	3,221
	
	
	
	

	62
	0,222
	
	70,863
	88,958
	0,126
	
	
	
	

	
	
	
	
	
	0,506
	
	
	
	

	65
	0,234
	
	100,826
	115,377
	-6,063
	
	
	
	

	
	
	
	
	
	-1,203
	
	
	
	

	66
	0,217
	
	100,385
	114,106
	-3,657
	
	
	
	

	
	
	
	
	
	-0,138
	
	
	
	

	67
	0,047
	110,308
	
	
	-2,716
	
	
	
	

	
	
	14,013
	
	
	-0,550
	
	
	
	

	68
	0,083
	104,794
	
	
	-117,248
	
	
	
	

	
	
	9,394
	
	
	-1,804
	
	
	
	

	69
	0,041
	96,115
	
	
	24,207
	
	
	
	

	
	
	7,734
	
	
	0,392
	
	
	
	

	70
	0,193
	
	93,015
	105,900
	19,940
	
	
	
	

	
	
	
	
	
	0,946
	
	
	
	


The study of the factors that bear on the group of indices of the investment activity, such as the volume and real rate of growth in the fixed assets investments, has led us to the following conclusions:

· The dynamics of real incomes of the population is positively correlated with the real rate of investment growth, but it does not depend on the total amount of investments. At the same time both indices of investments positively correlate with the housing security of the population. In our view, both cases witness an impact of a third factor, i.e. wealth and rate of development of a region. In particular, the dynamically developing regions of the Russian Federation boast a higher growth rate of real incomes of the population as well. We have also discovered a positive dependence between the real rate of growth of investments and that of the gross regional product. Not only is the living standard as well as the housing security higher in the rich regions, but they also have a greater potential for investments.

· The real rate of growth in investments is higher in regions with a higher weight of industry in the GRP. In other words, it is in the industry that the most intensive renewal of the fixed assets is taking place. At the same time we should note that although the industrial sector also includes the fuel-power complex which has maximum investment resources, we have failed to find out positive dependence between the share of industry in the GRP and the total volume of investments in the fixed capital. Still there is a positive correlation between the volume of investments and the weight of the fuel-power complex in the region’s industry.

· The previous conclusion can also be confirmed by estimates of the models where the volume and quality of the fixed assets are used as explanatory variables. The fixed asset investments have a ratchet effect: regions where there is a huge amount of fixed assets also witness a huge amount of investments. A similar conclusion is also true of the industrial fixed assets. At the same time there is a negative dependence between a share of the industrial fixed assets and a real rate of investment growth. In other words, a large amount of industrial fixed assets, such as the mobi​lization capacity and the military-industrial complex, is a dead weight for the economy of a region, if anything, and although heavy investments are used to maintain them, the general dynamics of the investment process is still negative in such regions.

· The real rates of growth in the fixed asset investments is higher across the Russian territories witnessing a higher weight of the industrial products made at private enterprises, i.e. private enterprises demonstrate a higher investment activity.

· The real rates of investment growth are lower in the regions with a higher weight of products manufactured at enterprises that dominate the market, i.e. are monopoly enterprises. In other words, the monopoly enterprises do not build up the volume of investments. Moreover, most of them are state-owned, which means that with all other conditions being equal, they invest less than the private enterprises.

· The volume of investments has a positive correlation with the volume of budget incomes of a territorial entity. In this particular case we observe an impact of a third factor – wealth of a region.

· The volume of investments is positively dependent on that of profits of enterprises and organizations. When combined with the mentioned positive dependence between the total volume of investments and the share of investments financed at the expense of the capital base, the result obtained is in favor of the hypothesis that the internal funds (profits) are a key source of investments in the Russian economy.

· Of interest is the positive statistically significant correlation of the volume and real rate of investment growth with the weight of the investments financed at the expense of emission of company shares. Given the underdeveloped Russian market, specific corporate management and the strategies pursued by major shareholders of Russian companies, we assume that the emissions of shares held were carried out by either the oil-producing companies, with a huge volume of investments primarily at the expense of their internal funds, or by companies registered in the rich regions, such as Moscow.

· Less obvious is the positive correlation between the volume of investments and indices of total and overdue debit indebtedness. Since we analyze both indices as part of the GRP, an assumption concerning the impact of scale of the economic activity can be excluded from our consideration. Such a result can most likely be due to the fact that the largest volume of nonpayments was with enterprises of the fuel-power complex which were making the heaviest investments in the fixed assets at the same time.

· It is all the more odd that there is a positive correlation between the volume of investments and arrears of enterprise wages. The direct interpretation of the result to the effect that while seeking to make investments the firms have delayed paying wages to their employees cannot be confirmed by the practical operations of the Russian companies.

· When analyzing the impact of the sectoral structure of investments, we found that there was a positive correlation only between the volume of investments and the share of industrial investments, see above. At the same time the volume of investments is negatively correlated with a share of investments in communications enterprises, trade and public catering facilities, which, in our view, is due to a relatively low volume of investments required to be made in these two sectors of economy, unlike the industry and transportation. In sum, whereas the communications and trade account for a high share of the region’s total investment volume, their weight in the aggregate volume of investments proves to be small.

· The volume of both aggregate and direct foreign investments makes a positive impact on the real rate of fixed asset investment growth. The direct foreign investments have a positive impact on the total volume of all investments in the fixed assets as well. In other words, the inflow of the foreign investments to a large extent contributes to dynamic investment processes across the Russian Federation.

· Our analysis has revealed that there is a positive correlation between the export share in the GRP (net export and export of products of the fuel-power complex) and the volume of investments. Still there is no correlation between these factors and the real rates of investment growth. Consequently, a high share of exporting enterprises in the economy of a region does not boost the investment processes, although the profits gained allow them to make heavy investments in the fixed assets. Similar conclusions about the companies of the fuel-power complex have already been listed above.

· It is interesting that there is a positive dependence between the volume of investments and import of machine-building products, i.e. that of predominantly capital goods.

· The estimates of coefficients of the dummy variables support the hypothesis that the regions designated as consumer-type demonstrate a lower level of investment activity (their volume of investments is less and real rates of investment growth are lower), whereas the investor-type regions show the opposite results. We have also found positive estimates of coefficients of the dummy variables showing that the region is identified as a wobbling type. It means that such regions invest more heavily than on the average across Russia. However, as noted in the project ‘Typology of Regions of the Russian Federation’, their typologization as the wobbling ones chiefly depends on some institutionalized and political factors, rather than economic ones, although in terms of investment behavior they can behave as investors.

Distribution of investments across forms 
of property (INVSE and INVJV)

Table 2.5

Variable INVSE

	
	Adj. R2
	C
	FE1998
	FE1999
	X
	T1
	T2
	T4
	T6
	G2

	1
	0,058
	
	106,540
	110,406
	-0,788
	
	
	
	
	

	
	
	
	
	
	-1,582
	
	
	
	
	

	7
	0,076
	56,541
	
	
	-1,362
	
	
	
	
	-

	
	
	4,855
	
	
	-2,237
	
	
	
	
	

	9
	0,062
	
	59,727
	64,113
	-0,313
	
	
	
	
	

	
	
	
	
	
	-1,613
	
	
	
	
	

	11
	0,092
	
	37,204
	
	-0,188
	
	
	
	
	

	
	
	
	7,639
	
	-0,653
	
	
	
	
	

	13
	0,055
	27,587
	
	
	0,539
	
	
	
	
	

	
	
	7,806
	
	
	1,244
	
	
	
	
	

	14
	0,109
	35,002
	
	
	-2,962
	
	
	
	
	

	
	
	13,432
	
	
	-1,850
	
	
	
	
	

	15
	0,010
	33,430
	
	
	-2,198
	
	
	
	
	

	
	
	14,483
	
	
	-1,256
	
	
	
	
	

	16
	0,116
	49,287
	
	
	-1,619
	
	
	
	
	

	
	
	12,862
	
	
	-1,651
	
	
	
	
	

	17
	0,166
	38,172
	
	
	-0,258
	
	
	
	
	

	
	
	10,891
	
	
	-1,700
	
	
	
	
	

	18
	0,033
	44,277
	
	
	-0,789
	
	
	
	
	

	
	
	10,884
	
	
	-1,853
	
	
	
	
	

	19
	0,156
	27,930
	
	
	0,068
	
	
	
	
	

	
	
	3,062
	
	
	0,797
	
	
	
	
	

	20
	0,069
	32,943
	
	
	-0,114
	
	
	
	
	

	
	
	12,864
	
	
	-1,439
	
	
	
	
	

	21
	0,295
	
	12,295
	20,107
	0,864
	
	
	
	
	-

	
	
	
	
	
	7,187
	
	
	
	
	

	22
	0,157
	35,810
	
	
	-0,076
	
	
	
	
	

	
	
	11,542
	
	
	-0,958
	
	
	
	
	

	23
	0,250
	
	21,091
	23,464
	0,628
	
	
	
	
	-

	
	
	
	
	
	6,257
	
	
	
	
	

	25
	0,050
	29,827
	
	
	-0,091
	
	
	
	
	

	
	
	13,267
	
	
	-1,490
	
	
	
	
	

	29
	0,155
	35,621
	
	
	-0,433
	
	
	
	
	

	
	
	11,438
	
	
	-0,756
	
	
	
	
	

	30
	0,055
	29,303
	
	
	8,867
	
	
	
	
	

	
	
	11,243
	
	
	1,259
	
	
	
	
	

	31
	0,065
	31,451
	
	
	56,908
	
	
	
	
	

	
	
	13,977
	
	
	1,804
	
	
	
	
	

	34
	0,171
	
	0,685
	8,621
	0,531
	
	
	
	
	-

	
	
	
	
	
	4,637
	
	
	
	
	

	45
	0,343
	21,803
	
	
	0,661
	
	
	
	
	-

	
	
	9,979
	
	
	8,183
	
	
	
	
	

	46
	0,153
	35,324
	
	
	-0,057
	
	
	
	
	

	
	
	10,910
	
	
	-0,369
	
	
	
	
	

	51
	0,248
	20,073
	
	
	0,470
	
	
	
	
	-

	
	
	7,574
	
	
	6,302
	
	
	
	
	

	53
	0,261
	
	45,954
	48,137
	-0,399
	
	
	
	
	-

	
	
	
	
	
	-6,566
	
	
	
	
	

	54
	0,181
	39,041
	
	
	-0,673
	-
	-
	-
	-
	

	
	
	11,570
	
	
	-2,384
	
	
	
	
	

	56
	0,306
	17,363
	
	
	0,530
	
	
	
	
	-

	
	
	6,528
	
	
	7,435
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	57
	0,187
	38,249
	
	
	-1,235
	-
	-
	-
	-
	

	
	
	11,999
	
	
	-2,483
	
	
	
	
	

	58
	0,146
	35,874
	
	
	-0,311
	
	
	
	
	

	
	
	10,965
	
	
	-0,428
	
	
	
	
	


Table2.6. 

Variable INVJV

	
	Adj. R2
	C
	FE1998
	FE1999
	X
	T1
	T2
	T4

	1
	0,133
	27,177
	
	
	-0,038
	
	
	

	
	
	0,676
	
	
	-0,093
	
	
	

	9
	0,134
	27,921
	
	
	-0,047
	
	
	

	
	
	1,867
	
	
	-0,305
	
	
	

	10
	0,083
	
	14,248
	
	0,432
	
	
	

	
	
	
	2,625
	
	2,973
	
	
	

	11
	0,063
	
	33,215
	
	-0,667
	
	
	

	
	
	
	9,393
	
	-2,690
	
	
	

	16
	0,127
	25,120
	
	
	-0,159
	
	
	

	
	
	5,288
	
	
	-0,465
	
	
	

	18
	0,138
	28,709
	
	
	-0,345
	
	
	

	
	
	6,296
	
	
	-1,571
	
	
	

	19
	0,124
	
	43,816
	47,252
	-0,216
	
	
	

	
	
	
	
	
	-1,672
	
	
	

	20
	0,259
	22,199
	
	
	0,372
	
	
	

	
	
	9,450
	
	
	4,991
	
	
	

	21
	0,069
	31,390
	
	
	-0,269
	
	
	

	
	
	9,610
	
	
	-2,103
	
	
	

	22
	0,141
	24,458
	
	
	-0,075
	
	
	

	
	
	7,404
	
	
	-0,877
	
	
	

	25
	0,164
	27,263
	
	
	-0,022
	
	
	

	
	
	6,589
	
	
	-0,238
	
	
	

	27
	0,157
	24,375
	
	
	-0,249
	
	
	

	
	
	7,787
	
	
	-1,619
	
	
	

	28
	0,164
	26,835
	
	
	-0,333
	+
	+
	+

	
	
	7,328
	
	
	-2,598
	
	
	

	30
	0,144
	18,822
	
	
	20,759
	+
	+
	

	
	
	5,380
	
	
	2,736
	
	
	

	34
	0,158
	
	7,759
	11,114
	0,269
	+
	+
	+

	
	
	
	
	
	2,102
	
	
	

	47
	0,130
	25,288
	
	
	-0,036
	
	
	

	
	
	5,276
	
	
	-0,502
	
	
	

	52
	0,295
	
	27,705
	20,049
	-0,366
	
	
	

	
	
	
	
	
	-0,843
	
	
	

	53
	0,161
	14,431
	
	
	0,304
	
	
	

	
	
	4,095
	
	
	4,456
	
	
	

	54
	0,095
	31,353
	
	
	-0,955
	
	
	

	
	
	11,427
	
	
	-3,233
	
	
	

	56
	0,135
	24,973
	
	
	-0,051
	
	
	

	
	
	6,163
	
	
	-0,581
	
	
	

	57
	0,151
	25,513
	
	
	-0,708
	
	
	

	
	
	7,434
	
	
	-1,365
	
	
	

	58
	0,130
	23,223
	
	
	0,146
	
	
	

	
	
	6,602
	
	
	0,194
	
	
	

	60
	0,123
	25,689
	
	
	-0,018
	
	
	

	
	
	7,038
	
	
	-1,500
	
	
	

	61
	0,132
	25,007
	
	
	-0,019
	
	
	

	
	
	6,720
	
	
	-1,461
	
	
	

	65
	0,126
	25,357
	
	
	9,719
	
	
	

	
	
	11,156
	
	
	4,201
	
	
	

	66
	0,102
	27,431
	
	
	45,599
	
	
	

	
	
	11,931
	
	
	3,749
	
	
	

	67
	0,144
	
	
	21,784
	7,511
	
	+
	

	
	
	
	
	4,494
	3,120
	
	
	

	69
	0,043
	
	
	19,009
	36,794
	
	
	

	
	
	
	
	3,240
	1,261
	
	
	

	70
	0,155
	25,962
	
	
	-18,066
	
	
	

	
	
	7,842
	
	
	-1,752
	
	
	


· There is a negative dependence between a share of investments in the government-controlled sector and housing security of the population, which can testify both to a small role of the state-run enterprises in residential construction and to the fact that in richer regions where the level of housing security is higher, the share of the state sector in economy is less than in poor territorial entities. Similarly, there is a positive interdependence between the volume of investments in the joint venture enterprises and a share of regional budget profits in the GRP, which can be interpreted as an evidence of a general wealth of a region. 

· In analyzing an impact of the structure of the region’s economy on the structure of investments across the forms of property, we have found out that a share of investments in the state-run enterprises is higher in regions where power engineering industry accounts for a greater share of the industrial sector (the industry remains to be largely state-owned) and the state sector plays a greater role in the economy. At the same time the share of investments in the joint venture enterprises is higher across the regions with a higher share of the industrial sector in the GRP, as well as with a higher share of the fuel-power complex in the industrial output. There is also a negative dependence between the volume of investments in the joint venture enterprises and the share of agriculture and power sector in the GRP. It is obvious that these two sectors are not invested by the foreign capital as a matter of fact. 

· It seems interesting to note that there is a negative dependence between the share of investments in the joint venture enterprises and the volume of expenses for technological innovations (in the GRP shares). Consequently, involvement of the foreign capital does not lead to increased technological innovations in the economy of a region.

· The share of unprofitable enterprises is positively correlated with a share of investments in the state-run enterprises and negatively correlated with a share of investments in the joint venture enterprises. It is obvious that there are more unprofitable enterprises across the regions where a share of the state sector is higher, whereas the foreign capital is present predominantly across economically stronger Russian regions.

· It is natural that there is a positive interdependence between a share of investments in the state-run enterprises and a share of investments financed from the federal budget plus shares of budget funds of all levels as part of the borrowed capital.

· In analyzing the correlation between the structure of investments across the forms of property and structure of investments across the sectors of economy, we have found out that   the share of investments in the state sector is higher with the transport enterprises, most of which are state-controlled, while a share of investments in the joint venture enterprises is higher with the industry. It is noteworthy that the two indices for the investment structure across the forms of property are negatively correlated with a share of agricultural investments. It means that the given sector is primarily invested by the Russian private companies, while the state-controlled agrarian enterprises play a minor role in the investment process. Besides, a share of investments in the state sector is negatively correlated with a share of investments in the industry and transport, which is apparently due to a relatively low share of the state sector in the above sectors of economy.

· It seems to be logical that there is a positive correlation between a share of investments in the joint venture enterprises and indices of foreign trade activity of a region (net export and export of products of the fuel-power complex). It is evident that a share of the joint venture enterprises is higher among the exporters than on the average across the economy of a Russian region.

· The analysis of signs of the dummy variables which characterize a type of a region shows that a share of investments in the state-run enterprises is lower across the rich regions whether they are consumers or investors, which is due to a low total share of the state sector in such territorial entities. The opposite is true of a share of investments in the joint venture enterprises.  It is evidently in the rich regions that the foreign capital mostly works.

Structure of investments across investment 
mediums (HOUS, BUILD and EQUIP)

Table 2.7. 

Variable HOUS

	
	Adj. R2
	C
	X

	2
	-0,044
	18,367
	0,009

	
	
	1,169
	0,048

	4
	0,122
	9,129
	0,664

	
	
	3,114
	3,536

	5
	-0,034
	20,418
	-0,159

	
	
	6,552
	-0,798

	6
	0,072
	9,488
	0,127

	
	
	3,271
	2,729

	7
	-0,037
	12,412
	0,366

	
	
	1,184
	0,661

	8
	0,325
	-6,907
	0,370

	
	
	-1,631
	6,164

	9
	-0,032
	5,490
	0,135

	
	
	0,356
	0,896

	19
	-0,009
	5,302
	0,131

	
	
	0,566
	1,537

	20
	-0,082
	17,256
	-0,016

	
	
	5,696
	-0,226

	22
	0,050
	15,066
	0,158

	
	
	7,282
	2,481

	23
	-0,036
	20,086
	-0,076

	
	
	6,719
	-0,709

	24
	-0,039
	18,118
	0,030

	
	
	5,763
	0,591

	25
	-0,026
	15,450
	-0,052

	
	
	6,447
	-0,878

	26
	-0,012
	20,619
	-0,250

	
	
	7,312
	-1,459

	29
	-0,027
	16,946
	0,349

	
	
	8,006
	0,480

	31
	-0,030
	19,165
	-49,514

	
	
	7,240
	-0,956

	32
	-0,044
	19,079
	1,768

	
	
	7,135
	0,140

	33
	0,037
	18,062
	-5,536

	
	
	9,569
	-1,243

	34
	0,010
	28,216
	-0,200

	
	
	5,245
	-1,932

	39
	-0,028
	21,832
	-0,080

	
	
	5,885
	-1,045

	40
	0,187
	8,144
	0,292

	
	
	3,008
	4,396

	46
	0,051
	16,107
	0,392

	
	
	5,775
	2,608

	47
	0,035
	23,410
	-0,114

	
	
	7,096
	-2,218

	49
	0,035
	12,007
	0,114

	
	
	3,934
	2,218

	50
	-0,047
	13,881
	0,088

	
	
	4,613
	0,773

	51
	0,122
	11,858
	0,241

	
	
	5,019
	3,541

	56
	0,020
	20,814
	-0,125

	
	
	8,031
	-1,928

	57
	0,026
	14,589
	1,118

	
	
	6,313
	2,053

	58
	0,033
	14,471
	1,883

	
	
	6,628
	2,244

	62
	0,019
	-24,677
	0,304

	
	
	-1,112
	1,902

	
	
	
	

	65
	0,015
	17,943
	-2,460

	
	
	9,404
	-1,838

	66
	-0,026
	18,862
	-7,884

	
	
	7,114
	-1,085

	67
	0,008
	17,531
	-1,979

	
	
	9,263
	-1,667


Table 2.8. 

Variable BUILD

	
	Adj. R2
	C
	X

	1
	0,051
	52,905
	-0,134

	
	
	0,991
	-0,250

	9
	0,050
	80,175
	-0,390

	
	
	4,055
	-1,075

	13
	0,071
	35,535
	0,655

	
	
	7,572
	1,259

	14
	0,083
	41,209
	-1,894

	
	
	11,532
	-1,541

	15
	0,052
	39,822
	-0,356

	
	
	11,342
	-0,358

	16
	0,158
	53,896
	-1,246

	
	
	11,944
	-3,753

	18
	0,169
	55,395
	-0,934

	
	
	11,594
	-3,825

	19
	0,060
	29,336
	0,097

	
	
	2,390
	0,870

	20
	-0,017
	40,794
	0,005

	
	
	9,428
	0,047

	21
	0,082
	33,061
	0,483

	
	
	9,995
	2,754

	22
	0,137
	42,373
	-0,225

	
	
	12,246
	-2,613

	23
	0,059
	35,881
	0,289

	
	
	12,087
	2,247

	24
	0,050
	39,580
	0,000

	
	
	9,688
	0,004

	25
	0,010
	41,139
	-0,020

	
	
	10,300
	-0,249

	26
	0,058
	38,537
	0,174

	
	
	10,429
	0,777

	29
	0,069
	41,491
	-1,170

	
	
	10,990
	-1,187

	32
	0,050
	39,530
	3,216

	
	
	11,408
	0,197

	33
	0,064
	39,241
	3,672

	
	
	11,393
	1,018

	34
	0,125
	25,030
	0,320

	
	
	3,642
	2,418

	39
	0,195
	28,257
	0,355

	
	
	8,058
	4,256

	40
	0,199
	49,908
	-0,320

	
	
	11,625
	-3,564

	41
	0,015
	41,970
	-0,102

	
	
	13,085
	-1,288

	45
	0,062
	37,450
	0,108

	
	
	9,121
	0,948

	46
	0,100
	42,555
	-0,387

	
	
	11,531
	-1,946

	47
	0,051
	40,501
	-0,018

	
	
	7,951
	-0,244

	48
	0,062
	40,906
	-0,093

	
	
	10,631
	-0,776

	49
	0,051
	38,724
	0,018

	
	
	7,819
	0,244

	50
	0,157
	40,795
	-0,520

	
	
	16,840
	-3,822

	51
	0,050
	39,873
	-0,010

	
	
	9,014
	-0,103

	52
	-0,237
	40,347
	0,528

	
	
	5,895
	1,247

	53
	0,074
	43,979
	-0,111

	
	
	9,273
	-1,332

	54
	0,173
	46,502
	-0,963

	
	
	11,976
	-3,188

	56
	0,339
	27,245
	0,443

	
	
	9,419
	6,138

	58
	0,227
	45,291
	-4,110

	
	
	12,488
	-3,939

	60
	0,060
	39,751
	0,014

	
	
	9,743
	1,666

	61
	0,077
	37,288
	0,018

	
	
	8,765
	2,020

	62
	0,145
	17,141
	0,161

	
	
	0,557
	0,734

	65
	0,057
	39,233
	1,411

	
	
	11,294
	0,732

	66
	0,057
	39,800
	6,683

	
	
	11,524
	0,706

	67
	0,061
	39,417
	1,522

	
	
	11,463
	0,891

	68
	0,052
	40,046
	-8,522

	
	
	11,028
	-0,403

	69
	0,062
	41,407
	-18,459

	
	
	10,521
	-0,943

	70
	0,073
	37,257
	12,193

	
	
	9,413
	1,257


Table 2.9

Variable EQUIP

	
	Adj. R2
	C
	X
	T1
	T2
	T3
	T5

	1
	0,109
	9,104
	0,224
	
	
	
	

	
	
	0,159
	0,390
	
	
	
	

	9
	0,150
	-7,323
	0,382
	
	
	
	

	
	
	-0,348
	1,866
	
	
	
	

	13
	0,112
	41,219
	-1,600
	
	
	
	

	
	
	8,636
	-1,022
	
	
	
	

	14
	0,105
	32,002
	-0,794
	
	
	
	

	
	
	8,288
	-0,598
	
	
	
	

	15
	0,119
	30,657
	1,015
	
	
	
	

	
	
	8,201
	0,960
	
	
	
	

	16
	0,218
	18,709
	1,163
	+
	
	
	

	
	
	3,508
	3,107
	
	
	
	

	18
	0,020
	25,324
	0,587
	
	
	
	

	
	
	4,505
	2,041
	
	
	
	

	19
	0,124
	45,835
	-0,137
	
	
	
	

	
	
	3,502
	-1,155
	
	
	
	

	20
	0,107
	37,521
	-0,169
	
	
	
	

	
	
	20,496
	-1,920
	
	
	
	

	21
	0,122
	35,693
	-0,293
	
	
	
	

	
	
	7,341
	-1,335
	
	
	
	

	22
	0,125
	29,919
	0,113
	
	
	
	

	
	
	7,777
	1,184
	
	
	
	

	23
	0,037
	39,527
	-0,338
	
	
	
	

	
	
	11,922
	-2,356
	
	
	
	

	24
	0,107
	31,587
	-0,008
	
	
	
	

	
	
	7,221
	-0,113
	
	
	
	

	25
	0,049
	34,282
	0,184
	
	
	
	

	
	
	10,346
	2,233
	
	
	
	

	26
	0,108
	30,914
	0,068
	
	
	
	

	
	
	7,783
	0,280
	
	
	
	

	27
	0,118
	30,684
	0,167
	
	
	
	

	
	
	8,204
	0,919
	
	
	
	

	28
	0,110
	32,748
	0,281
	
	
	
	

	
	
	7,925
	1,466
	
	
	
	

	29
	0,107
	31,686
	-0,224
	
	
	
	

	
	
	7,761
	-0,210
	
	
	
	

	32
	0,108
	31,423
	-5,512
	
	
	
	

	
	
	8,472
	-0,315
	
	
	
	

	33
	0,108
	31,440
	-1,245
	
	
	
	

	
	
	8,467
	-0,320
	
	
	
	

	34
	0,140
	42,052
	-0,236
	
	
	
	

	
	
	5,589
	-1,628
	
	
	
	

	39
	0,084
	44,896
	-0,303
	
	
	
	

	
	
	10,868
	-3,085
	
	
	
	

	40
	0,112
	29,192
	0,066
	
	
	
	

	
	
	5,846
	0,633
	
	
	
	

	41
	0,123
	29,126
	0,097
	
	
	
	

	
	
	7,023
	1,130
	
	
	
	

	45
	0,233
	38,869
	-0,382
	
	
	
	

	
	
	9,480
	-3,350
	
	
	
	

	46
	0,107
	30,936
	0,050
	
	
	
	

	
	
	7,622
	0,230
	
	
	
	

	47
	0,018
	27,070
	0,156
	
	
	
	

	
	
	5,420
	2,001
	
	
	
	

	48
	0,101
	28,000
	0,415
	
	
	
	

	
	
	7,989
	3,305
	
	
	
	

	49
	0,018
	42,642
	-0,156
	
	
	
	

	
	
	9,227
	-2,001
	
	
	
	

	50
	0,234
	37,534
	0,527
	
	
	
	

	
	
	9,876
	3,670
	
	
	
	

	51
	0,196
	39,057
	-0,282
	+
	
	
	

	
	
	8,693
	-2,755
	
	
	
	

	52
	0,182
	36,560
	-0,490
	
	
	
	

	
	
	18,089
	-1,278
	
	
	
	

	53
	0,206
	21,485
	0,250
	+
	+
	
	

	
	
	4,430
	2,918
	
	
	
	

	54
	0,024
	39,301
	-0,713
	
	
	
	

	
	
	11,624
	-2,122
	
	
	
	

	56
	0,167
	37,039
	-0,207
	+
	+
	
	

	
	
	8,408
	-2,216
	
	
	
	

	57
	0,171
	27,074
	1,778
	+
	+
	
	+

	
	
	6,740
	2,290
	
	
	
	

	58
	0,184
	30,062
	3,010
	+
	+
	
	

	
	
	7,615
	2,650
	
	
	
	

	60
	0,127
	39,745
	-0,017
	
	
	-
	

	
	
	9,802
	-2,005
	
	
	
	

	61
	0,221
	40,295
	-0,028
	
	
	-
	

	
	
	9,896
	-3,367
	
	
	
	

	62
	0,090
	114,240
	-0,595
	
	
	
	

	
	
	3,626
	-1,648
	
	
	
	

	65
	0,109
	31,543
	-0,875
	
	
	
	

	
	
	8,457
	-0,423
	
	
	
	

	66
	0,114
	31,081
	-7,622
	
	
	
	

	
	
	8,408
	-0,752
	
	
	
	

	67
	0,116
	31,493
	-1,512
	
	
	
	

	
	
	8,546
	-0,826
	
	
	
	

	68
	0,127
	32,851
	-28,490
	
	
	
	

	
	
	8,538
	-1,271
	
	
	
	

	69
	0,113
	29,924
	14,197
	
	
	
	

	
	
	7,078
	0,675
	
	
	
	

	70
	0,131
	31,103
	16,604
	
	
	
	

	
	
	7,572
	1,649
	
	
	
	


· A share of investments in housing is higher across richer regions inhabited by economically active population (a positive correlation with a share of population‘s incomes from entrepreneurship and remaining deposits in Sberbank of the Russian Federation), with the housing investments closely correlated with a share of the private housing fund.  In other words, the bulk of private housing is private-owned.

· There is a negative correlation between a share of investments in buildings and constructions and a share of fully depreciated fixed assets  (in the aggregate economy of a region and across the industrial sector), which along with a positive dependence for shares of investments in machines and equipment, testifies to the fact that, given a huge amount of fully depreciated funds, the firms prefer to invest in equipment, whereas there is no need to construct new production facilities. In most cases, use is made of old facilities, but the equipment is replaced.

· In regions with a higher share of power industry used in the industrial sector, a share of investments in nonresidential facilities is higher, which is apparently due to specific investment requirements in a given industry.

· There is a positive correlation between a share of the state sector in the GRP and a share of investments in production building and facilities, which is apparently due to specific distribution of the state-run enterprises across the sectors of economy. Similar reasoning is also true for a positive correlation between the investments in buildings and facilities and a share of unprofitable enterprises. At the same time the negative correlation with a share of investments in machines and equipment can be interpreted as an evidence of reluctance of the state-run enterprises to renew their pool of equipment and machines.

· A share of investments in industrial buildings and facilities is lower across the regions with a higher share of machine building. It is evident that the fixed assets available to the machine building are quite sufficient, but the machines and equipment should be replaced. Lack of the dependence for investments in machines and equipment might be due to a low rate of upgrading across the industry.

· It is noteworthy that a share of investments in housing is higher across regions with a higher share of machine building across the industry. It is most likely that the result is largely due to a bibber share of machine building across most of the rich regions.

· The conclusions given above are supported by estimates of the models where a share of investments in the state-run and private enterprises is used as explanatory variables. In the regions with a higher share of the state sector, that of investments in   buildings and facilities is higher and that for machines and equipment is lower. In the territorial entities with a higher share of the private sector, larger investments are made in construction of residential houses and less investments in construction of production buildings and facilities. It is, however, noteworthy that there is a positive correlation between a share of investments in machines and equipment and a share of monopoly enterprises in the region’s economy. In other words, it can be assumed that it is precisely the monopolists that carry out a policy of updating the pro​duction machines and equipment. 

· In analyzing an impact on the structure of investments across the investment mediums in terms of financing the investments, we have found out that residential houses are primarily built at the expense of budget funds and, in particular, regional and local budgets. A share of investments in housing has a statistically significant negative correlation with a share of internal funds as part of sources of investment financing. The comparison of the given results and the above-mentioned reasoning allows us to assume that the rich regions where regional and local budgets have sufficient resources to finance the housing construction account for the biggest share of investments in the housing sector, with Moscow being the most striking example. 

· Investments in machines and equipment are chiefly made at the expense of internal funds (profits), as well as bank credits. As noted above, a bigger contribution of the state to a region (a higher share of budget funds in the sources of investment financing) correlates with a lower volume of investments in machines and equipment in many cases.

· For investments in nonresidential buildings and facilities, there is only one statistically significant (negative) relation, namely – with a share of bank credits in the outside funds. It is most likely that such investments cannot be made at the expense of bank credits because of an obvious mismatch between the investment payback terms and common terms of bank crediting. Across the regions with a higher share of bank credits in the sources of investment financing, a share of short-term payback investments is apparently higher.

· In considering the cross-sectoral structure of the investments, we have found that there is a positive correlation between a share of investments in housing and shares of investments in communications sector, as well as trading and public catering. In our view, however, we should keep in mind a complementary character of such investments, rather than causation. It is obvious that expansion of communications, trade and public catering systems is a result of increase in the housing fund across a region.

· A share of investments in nonresidential buildings and facilities is negatively correlated with shares of investments in agriculture, trade and public catering, but positively with a share of investments in transportation. It is most likely due to an objective demand for the investments of such a kind, given a specific activity in each sector. Similar reasoning is also true of a share of investments in acquisition of machines and equipment. It is positively correlated with a share of investments in industry, communications, trade and public catering, but negatively with a share of investments in agriculture and transportation.

· Another interesting finding is that there is a statistically significant negative correlation between a share of investments in machines and equipment and a volume of foreign investments across the territory of a region, as well as a positive correlation between a share of investments in nonresidential buildings and facilities and the volume of the direct foreign investments. In our view, it is due to the fact that a major part of foreign (direct) investments in Russia is used to construct new production capacities from scratch, rather than update the enterprises already in place.

· Another important finding is that there is no statistical significance of the dummy variables in the models for the investments in housing, nonresidential buildings and facilities. Consequently, different Russian regions cannot be distinguished in terms of the two indices.

· At the same time in the models where a share of investments in machines and facilities is used as an explanatory variable, some dummy variables prove to be significant. In particular, a share of such investments is higher in the rich consuming regions and poor investing regions, but it is lower in poor consuming regions. In other words, in taking an investment decision, should they have sufficient funds, the consuming regions prefer to invest in updating of machines and equipment. Similar decisions are also made by poor investor regions, apparently because such investments require fairly less funds.

Government investments (INVFRB)

Table 2.10. 

Variable INVFRB

	
	Adj. R2
	C
	FE1998
	FE1999
	X
	T2
	T4
	T6
	G2

	1
	0,123
	
	137,289
	139,616
	-1,127
	-
	-
	-
	

	
	
	
	
	
	-2,428
	
	
	
	

	7
	0,204
	73,836
	
	
	-2,513
	-
	-
	
	

	
	
	7,021
	
	
	-4,487
	
	
	
	

	9
	0,101
	44,966
	
	
	-0,173
	
	
	
	

	
	
	3,316
	
	
	-1,264
	
	
	
	

	10
	0,241
	46,954
	
	
	-0,639
	
	-
	
	

	
	
	8,236
	
	
	-4,198
	
	
	
	

	11
	0,024
	18,890
	
	
	0,550
	
	
	
	

	
	
	4,940
	
	
	2,049
	
	
	
	

	13
	0,139
	19,726
	
	
	1,186
	-
	-
	-
	

	
	
	4,805
	
	
	2,854
	
	
	
	

	14
	0,121
	30,147
	
	
	-2,229
	-
	-
	
	

	
	
	9,969
	
	
	-2,121
	
	
	
	

	15
	0,097
	28,793
	
	
	-0,807
	
	
	
	

	
	
	9,747
	
	
	-1,004
	
	
	
	

	16
	0,313
	48,008
	
	
	-1,874
	
	-
	-
	

	
	
	12,396
	
	
	-6,744
	
	
	
	

	18
	0,162
	38,857
	
	
	-0,690
	-
	-
	-
	

	
	
	9,280
	
	
	-3,409
	
	
	
	

	19
	0,102
	39,492
	
	
	-0,111
	
	
	
	

	
	
	4,388
	
	
	-1,320
	
	
	
	

	20
	0,127
	26,628
	
	
	0,108
	
	
	
	

	
	
	8,425
	
	
	1,240
	
	
	
	

	21
	0,056
	17,575
	
	
	0,324
	
	
	
	

	
	
	5,866
	
	
	2,655
	
	
	
	

	22
	0,096
	29,192
	
	
	-0,073
	
	
	
	

	
	
	9,479
	
	
	-0,927
	
	
	
	

	23
	0,175
	22,246
	
	
	0,409
	-
	-
	-
	

	
	
	6,954
	
	
	3,796
	
	
	
	

	25
	0,046
	
	17,328
	15,507
	0,000
	
	
	
	

	
	
	
	
	
	-0,001
	
	
	
	

	29
	0,054
	21,099
	
	
	1,452
	
	
	
	-

	
	
	9,175
	
	
	2,545
	
	
	
	

	30
	0,175
	22,957
	
	
	24,311
	-
	-
	-
	

	
	
	7,350
	
	
	3,751
	
	
	
	

	31
	0,170
	29,177
	
	
	102,088
	-
	-
	-
	

	
	
	10,398
	
	
	3,548
	
	
	
	

	34
	0,145
	
	7,755
	10,961
	0,363
	-
	-
	-
	

	
	
	
	
	
	3,124
	
	
	
	

	49
	0,445
	
	-0,908
	-3,025
	0,532
	
	
	
	-

	
	
	
	
	
	10,673
	
	
	
	

	67
	0,074
	27,289
	
	
	1,079
	
	
	
	

	
	
	6,578
	
	
	0,524
	
	
	
	

	68
	0,126
	24,640
	
	
	51,619
	-
	-
	
	

	
	
	5,818
	
	
	2,092
	
	
	
	

	69
	0,071
	26,765
	
	
	6,555
	
	
	
	

	
	
	5,625
	
	
	0,277
	
	
	
	


· First, the estimates obtained testify that the government investments are extremely ineffective. In particular, there is a negative correlation between a share of government investments and a change in the full employment in the region’s economy and population’s housing security. In the meanwhile, a share of the government investments is negatively correlated with a weight of depreciated fixed assets, both industrial and aggregate ones, but positively with a share of unprofitable enterprises in the economy of a region.

· Second, the government investments have a strong sector-oriented displacement. For example, there is a positive correlation between a share of government investments and that of agriculture in the GRP and a share of power industry in the industrial sector. However, we have found negative estimates of coefficients, when a share of industry in the GRP is used as an explanatory variable.

· Third, some statistically significant models demonstrate that there is only a direct quantitative dependence, rather than causation between a share of budget-funded investments and that of the state sector in the economy of a region, weight of economic expenses in the budget of a territorial entity and that of region’s incomes in the GRP.

· At the same time, we have got quite a number of interesting or ambiguous findings. For one example, there is a negative correlation between a share of the government investments and fixed assets in agriculture. Given the above-mentioned positive dependence of such investments on a share of agriculture in the GRP, such a conclusion supports the contention that the agricultural fixed assets are redundant and inefficient. Even with region’s authorities making a decision to finance the investments in farming, the volume of agricultural fixed assets is not an indicator of importance of the sector in the economy of a region.

· A share of the budget investments is positively correlated with a deficit of the region’s budget. To put it differently, the deficit of the region’s budget frequently results from high expenditures of the region’s authorities aimed at funding the investment processes.

· The share of the government investments is higher where a total share of borrowed funds is higher. In our opinion, it is apparently due to an impact of the situation in some major (in terms of investment activity) regions, such as Moscow, St.Peter-sburg, Sverdlovsk region, Nizhegorodskaya region, Novgorod region, etc, where budgets, as well as the potential of making the government investments accordingly, are strong enough and the bank sector and financial markets are developing well, and we do not think such a conclusion supports the assumption that while complementing and to a certain degree guaranteeing the private investment projects, the government investments help attract additional financing.

· Similar reasoning concerning an impact of specific regions can also be applied to explaining a positive dependence between a share of the government investments and export of machine building products. Given the above-mentioned findings, it seems to be unlikely that the government investments can bear on or be a function of a region’s potential on the machine building market.

· Our analysis of the dummy variables shows that on the average a share of budget investments is lower across the rich and investor-type regions.

Investments at the expense of own funds 
(INVOW and INVPRF)

Table 2.11. 

Variable INVOW

	
	Adj. R2
	C
	FE1998
	FE1999
	X
	T1
	T2
	T5
	T6

	1
	0,134
	28,718
	
	
	0,236
	
	
	
	

	
	
	0,628
	
	
	0,508
	
	
	
	

	4
	0,041
	65,224
	
	
	-0,988
	
	
	
	

	
	
	9,582
	
	
	-1,265
	
	
	
	

	9
	0,114
	40,314
	
	
	0,112
	
	
	
	

	
	
	2,322
	
	
	0,636
	
	
	
	

	10
	0,217
	30,314
	
	
	0,719
	
	
	
	

	
	
	5,084
	
	
	4,510
	
	
	
	

	11
	0,034
	57,543
	
	
	-0,563
	
	
	
	

	
	
	13,525
	
	
	-1,887
	
	
	
	

	13
	0,134
	
	65,019
	59,972
	-1,536
	
	
	
	

	
	
	
	
	
	-2,581
	
	
	
	

	14
	0,156
	49,538
	
	
	1,824
	
	
	
	

	
	
	12,967
	
	
	1,370
	
	
	
	

	15
	0,130
	51,054
	
	
	1,759
	
	
	
	

	
	
	18,005
	
	
	2,130
	
	
	
	

	16
	0,292
	
	31,986
	29,715
	1,950
	
	
	
	

	
	
	
	
	
	5,646
	
	
	
	

	18
	0,197
	38,221
	
	
	0,878
	
	
	
	

	
	
	7,776
	
	
	3,555
	
	
	
	

	19
	0,118
	56,357
	
	
	-0,052
	
	
	
	

	
	
	4,847
	
	
	-0,476
	
	
	
	

	20
	0,103
	52,280
	
	
	-0,056
	
	
	
	

	
	
	12,796
	
	
	-0,489
	
	
	
	

	21
	0,126
	
	61,913
	57,474
	-0,396
	
	
	
	

	
	
	
	
	
	-2,426
	
	
	
	

	22
	0,124
	50,515
	
	
	0,045
	
	
	
	

	
	
	12,962
	
	
	0,446
	
	
	
	

	23
	0,234
	
	64,862
	62,087
	-0,760
	
	
	
	

	
	
	
	
	
	-6,203
	
	
	
	

	24
	0,137
	47,978
	
	
	0,101
	
	
	
	

	
	
	11,196
	
	
	1,386
	
	
	
	

	25
	0,213
	61,715
	
	
	0,203
	
	
	-
	-

	
	
	14,814
	
	
	2,199
	
	
	
	

	26
	0,223
	
	53,802
	48,390
	0,350
	
	
	
	

	
	
	
	
	
	1,081
	
	
	
	

	27
	0,121
	51,963
	
	
	-0,235
	
	
	
	

	
	
	13,999
	
	
	-1,294
	
	
	
	

	28
	0,212
	
	54,906
	52,667
	0,097
	
	
	
	

	
	
	
	
	
	0,739
	
	
	
	

	30
	0,170
	57,006
	
	
	-21,116
	
	
	
	

	
	
	18,045
	
	
	-2,354
	
	
	
	

	32
	0,137
	51,535
	
	
	-24,105
	
	
	
	

	
	
	14,161
	
	
	-1,786
	
	
	
	

	33
	0,126
	51,286
	
	
	3,977
	
	
	
	

	
	
	13,986
	
	
	0,840
	
	
	
	

	34
	0,123
	56,978
	
	
	-0,111
	
	
	
	

	
	
	7,678
	
	
	-0,910
	
	
	
	

	35
	0,124
	50,218
	
	
	1,069
	
	
	
	

	
	
	12,046
	
	
	0,447
	
	
	
	

	36
	0,120
	50,972
	
	
	0,257
	
	
	
	

	
	
	11,788
	
	
	0,058
	
	
	
	

	37
	0,121
	50,637
	
	
	0,846
	
	
	
	

	
	
	12,557
	
	
	0,279
	
	
	
	

	38
	0,098
	
	53,770
	47,884
	0,008
	
	
	
	

	
	
	
	
	
	2,064
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	39
	0,190
	63,366
	
	
	-0,335
	
	
	
	

	
	
	16,109
	
	
	-3,519
	
	
	
	

	40
	0,124
	49,239
	
	
	0,057
	
	
	
	

	
	
	9,994
	
	
	0,567
	
	
	
	

	41
	0,115
	52,453
	
	
	-0,058
	
	
	
	

	
	
	12,172
	
	
	-0,595
	
	
	
	

	45
	0,446
	68,305
	
	
	-0,889
	
	
	-
	

	
	
	19,165
	
	
	-8,691
	
	
	
	

	46
	0,249
	
	58,554
	55,833
	-0,702
	+
	+
	
	

	
	
	
	
	
	-3,832
	
	
	
	

	50
	0,159
	57,019
	
	
	-0,671
	
	+
	
	

	
	
	14,785
	
	
	-4,046
	
	
	
	

	51
	0,570
	
	75,510
	72,794
	-0,816
	
	
	-
	

	
	
	
	
	
	-10,382
	
	
	
	

	60
	0,126
	55,721
	
	
	0,020
	
	
	
	

	
	
	13,665
	
	
	1,571
	
	
	
	

	61
	0,093
	55,138
	
	
	0,026
	
	+
	
	

	
	
	13,430
	
	
	2,009
	
	
	
	

	62
	0,130
	
	26,231
	29,768
	0,145
	
	
	
	

	
	
	
	
	
	0,923
	
	
	
	

	65
	0,126
	50,931
	
	
	2,333
	
	
	
	

	
	
	13,862
	
	
	0,830
	
	
	
	

	66
	0,124
	50,728
	
	
	-13,684
	
	
	
	

	
	
	13,754
	
	
	-0,948
	
	
	
	

	67
	0,021
	51,428
	
	
	-0,835
	
	
	
	

	
	
	8,956
	
	
	-0,293
	
	
	
	

	68
	0,033
	53,149
	
	
	-33,818
	
	
	
	

	
	
	8,860
	
	
	-0,968
	
	
	
	

	69
	0,024
	53,060
	
	
	-17,527
	
	
	
	

	
	
	8,080
	
	
	-0,537
	
	
	
	

	70
	0,084
	51,195
	
	
	12,426
	
	
	
	

	
	
	13,314
	
	
	1,080
	
	
	
	


Table 2.12. 

Variable INVPRF

	
	Adj. R2
	C
	FE1998
	FE1999
	X

	1
	0,051
	-36,125
	
	
	0,524

	
	
	-1,332
	
	
	1,896

	3
	0,036
	
	13,411
	15,487
	0,309

	
	
	
	
	
	0,811

	9
	0,041
	-3,056
	
	
	0,188

	
	
	-0,307
	
	
	1,864

	10
	-0,065
	14,290
	
	
	-0,035

	
	
	3,575
	
	
	-0,326

	11
	0,001
	12,669
	
	
	0,159

	
	
	5,599
	
	
	0,998

	13
	0,066
	20,981
	
	
	-0,863

	
	
	8,629
	
	
	-2,923

	14
	0,057
	
	12,916
	15,172
	1,106

	
	
	
	
	
	1,535

	15
	0,031
	
	14,309
	16,522
	0,135

	
	
	
	
	
	0,291

	16
	0,090
	
	7,693
	9,671
	0,609

	
	
	
	
	
	2,914

	18
	0,108
	
	7,138
	9,266
	0,435

	
	
	
	
	
	3,190

	19
	0,036
	
	18,558
	21,450
	-0,043

	
	
	
	
	
	-0,485

	20
	0,064
	
	14,152
	16,727
	-0,109

	
	
	
	
	
	-1,589

	21
	0,046
	
	16,150
	17,763
	-0,082

	
	
	
	
	
	-0,906

	22
	0,061
	
	13,075
	15,184
	0,095

	
	
	
	
	
	1,725

	23
	0,109
	
	18,449
	20,213
	-0,269

	
	
	
	
	
	-3,590

	24
	0,022
	
	12,373
	14,535
	0,015

	
	
	
	
	
	0,363

	25
	0,038
	
	14,195
	16,280
	0,068

	
	
	
	
	
	1,482

	26
	0,045
	15,727
	
	
	0,207

	
	
	7,556
	
	
	1,199

	27
	0,043
	
	13,800
	15,977
	0,098

	
	
	
	
	
	1,027

	28
	0,056
	
	14,619
	16,549
	0,122

	
	
	
	
	
	1,572

	30
	0,056
	
	16,241
	18,476
	-9,493

	
	
	
	
	
	-1,746

	32
	0,021
	
	12,805
	15,022
	1,018

	
	
	
	
	
	0,134

	33
	0,027
	
	12,479
	15,205
	-2,644

	
	
	
	
	
	-0,863

	34
	0,060
	23,093
	
	
	-0,153

	
	
	5,922
	
	
	-2,188

	35
	0,043
	
	15,041
	16,949
	-2,495

	
	
	
	
	
	-1,734

	
	
	
	
	
	

	36
	0,094
	19,034
	
	
	-7,703

	
	
	9,885
	
	
	-3,069

	37
	0,041
	
	14,560
	16,580
	-2,969

	
	
	
	
	
	-1,622

	38
	0,061
	14,446
	
	
	0,004

	
	
	9,506
	
	
	2,512

	39
	0,037
	
	15,493
	17,747
	-0,034

	
	
	
	
	
	-0,597

	40
	0,029
	
	10,966
	13,375
	0,055

	
	
	
	
	
	0,934

	41
	0,024
	
	13,557
	15,773
	-0,031

	
	
	
	
	
	-0,557

	45
	0,111
	
	18,384
	20,699
	-0,281

	
	
	
	
	
	-3,979

	46
	0,021
	
	13,078
	15,250
	-0,026

	
	
	
	
	
	-0,234

	50
	0,010
	
	13,665
	16,888
	-0,114

	
	
	
	
	
	-1,097

	51
	0,092
	
	19,433
	21,354
	-0,207

	
	
	
	
	
	-3,343

	60
	0,028
	
	15,899
	18,668
	-0,009

	
	
	
	
	
	-1,120

	61
	0,025
	
	16,453
	19,638
	-0,014

	
	
	
	
	
	-1,580

	62
	0,047
	
	-12,910
	-5,587
	0,146

	
	
	
	
	
	1,675

	65
	0,040
	
	12,895
	15,238
	-2,047

	
	
	
	
	
	-1,192

	66
	0,038
	
	12,593
	14,735
	-9,891

	
	
	
	
	
	-1,122

	67
	0,032
	14,293
	
	
	-1,022

	
	
	4,056
	
	
	-0,584

	68
	0,032
	14,857
	
	
	-12,645

	
	
	4,010
	
	
	-0,585

	69
	0,035
	12,691
	
	
	15,092

	
	
	3,149
	
	
	0,752

	70
	0,038
	
	13,975
	15,667
	3,561

	
	
	
	
	
	0,532


· Estimates of the models used show that the investments from own funds (profits) are primarily made across the regions with a high share of industry in the GRP, including the one as measured against the volume of the fixed assets in the industry. At the same time the aggregate volume of the region’s fixed assets makes a negative, rather than positive, impact on the share of investments from own funds.

· The share of investments from own funds is higher across regions with a higher weight of fully depreciated fixed assets (both in the industry and as a whole), as well as with monopolies playing a great role in the region’s economy, since they have enough own funds to invest.

· On the whole, the share of investments from own funds is negatively correlated with that of the government investments. For example, we have got negative estimates of the coefficients for the share of power industry in the industrial sector (we have shown previously that the government investments prevail there), a share of the state property in the GRP (the state-controlled enterprises are apparently less efficient and do not have enough own funds to invest), a share of region’s budget  (tax incomes) in the GRP, including through reduction in the net income following the tax deduction, and shares of investments separately funded both from the federal and region’s (local) budgets.

· Quite logical are the findings that there is a negative correlation between a share of the investments from own funds and a weight of unprofitable enterprises, a volume of overdue credit indebtedness and a share of credits in the investment financing.

· There is a positive correlation between a share of investments from own funds and a volume of direct foreign investments across the territory of a Russian entity, and, in our opinion, first of all, it lends support to the assumption that the foreign investments are primarily made in the regions with a more efficient economy and where the enterprises have their own funds to invest. On the other hand, it is an advent of the foreign investments that can contribute to higher profitability of an enterprise and make it possible for it to get its own funds to be invested. However, given the fact that we do not take into consideration the lag variables in the model, it is not quite correct to state that there is such a correlation for each separate year.

· In analyzing the share of investments from own funds, we have over again got an odd positive dependence on the enterprise’s arrears of wages. As before, we doubt if it could be directly interpreted as a result of firms’ delays in paying wages to their employees because they make investments.

· Our estimates of coefficients of the dummy variables indicating a type of a region support the above-mentioned assumption that the share of investments from own funds is higher across the consumer-type regions and, first of all, the rich ones, but is lower across the investor-type regions, primarily the poor regions. It is noteworthy that the conclusions were drawn for an investment aggregate from own funds, whereas in the models with a share of investments from profits, the dummy variables are statistically insignificant, i.e. spending of the very profits for investments is of equal character throughout all the regions.

Investments from borrowed funds 
(INVBOR, INVL, INVB and INVST)

Table 2.13 

Variable INVBOR

	
	Adj. R2
	C
	FE1998
	FE1999
	X
	T2
	T3
	T4
	T5
	G2

	1
	0,068
	
	116,977
	120,785
	-0,714
	
	
	
	
	

	
	
	
	
	
	-1,187
	
	
	
	
	

	2
	0,070
	34,085
	
	
	0,171
	
	
	
	
	

	
	
	1,817
	
	
	0,805
	
	
	
	
	

	5
	0,082
	51,795
	
	
	-0,388
	
	
	
	
	

	
	
	12,642
	
	
	-1,545
	
	
	
	
	

	6
	0,088
	42,568
	
	
	-0,003
	
	
	
	
	

	
	
	8,169
	
	
	-0,045
	
	
	
	
	

	9
	0,069
	
	79,818
	84,691
	-0,344
	
	
	
	
	

	
	
	
	
	
	-1,433
	
	
	
	
	

	10
	0,217
	69,686
	
	
	-0,719
	
	
	
	
	

	
	
	11,687
	
	
	-4,510
	
	
	
	
	

	11
	0,034
	
	42,457
	
	0,563
	
	
	
	
	

	
	
	
	
	
	1,887
	
	
	
	
	

	16
	0,228
	
	68,014
	70,285
	-1,950
	
	
	
	
	+

	
	
	
	
	
	-5,646
	
	
	
	
	

	19
	0,069
	43,643
	
	
	0,052
	
	
	
	
	

	
	
	3,753
	
	
	0,476
	
	
	
	
	

	20
	0,060
	47,720
	
	
	0,056
	
	
	
	
	

	
	
	11,680
	
	
	0,489
	
	
	
	
	

	21
	0,071
	
	38,087
	42,526
	0,396
	
	
	
	
	

	
	
	
	
	
	2,426
	
	
	
	
	

	22
	0,072
	49,485
	
	
	-0,045
	
	
	
	
	

	
	
	12,698
	
	
	-0,446
	
	
	
	
	

	23
	0,210
	
	35,138
	37,913
	0,760
	
	
	
	
	+

	
	
	
	
	
	6,203
	
	
	
	
	

	24
	0,084
	52,022
	
	
	-0,101
	
	
	
	
	

	
	
	12,140
	
	
	-1,386
	
	
	
	
	

	25
	0,167
	38,285
	
	
	-0,203
	
	+
	+
	+
	

	
	
	9,190
	
	
	-2,199
	
	
	
	
	

	26
	0,074
	
	46,198
	51,610
	-0,350
	
	
	
	
	

	
	
	
	
	
	-1,081
	
	
	
	
	

	27
	0,075
	48,037
	
	
	0,235
	
	
	
	
	

	
	
	12,941
	
	
	1,294
	
	
	
	
	

	28
	0,092
	
	44,999
	47,241
	-0,048
	
	
	
	
	

	
	
	
	
	
	-0,347
	
	
	
	
	

	30
	0,111
	44,574
	
	
	19,569
	-
	
	
	
	

	
	
	10,852
	
	
	2,194
	
	
	
	
	

	32
	0,088
	48,465
	
	
	24,105
	
	
	
	
	

	
	
	13,318
	
	
	1,786
	
	
	
	
	

	33
	0,076
	
	47,530
	50,125
	-5,712
	
	
	
	
	

	
	
	
	
	
	-1,125
	
	
	
	
	

	34
	0,065
	
	27,635
	33,306
	0,335
	
	
	
	
	

	
	
	
	
	
	2,290
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	35
	0,072
	49,782
	
	
	-1,069
	
	
	
	
	

	
	
	11,941
	
	
	-0,447
	
	
	
	
	

	36
	0,069
	49,028
	
	
	-0,257
	
	
	
	
	

	
	
	11,339
	
	
	-0,058
	
	
	
	
	

	37
	0,070
	49,363
	
	
	-0,846
	
	
	
	
	

	
	
	12,241
	
	
	-0,279
	
	
	
	
	

	38
	0,073
	
	47,800
	52,270
	-0,005
	
	
	
	
	

	
	
	
	
	
	-1,372
	
	
	
	
	

	39
	0,125
	36,634
	
	
	0,335
	
	
	
	
	

	
	
	9,313
	
	
	3,519
	
	
	
	
	

	40
	0,072
	50,761
	
	
	-0,057
	
	
	
	
	

	
	
	10,303
	
	
	-0,567
	
	
	
	
	

	41
	0,068
	47,547
	
	
	0,058
	
	
	
	
	

	
	
	11,034
	
	
	0,595
	
	
	
	
	

	60
	0,090
	44,279
	
	
	-0,020
	
	
	
	
	

	
	
	10,859
	
	
	-1,571
	
	
	
	
	

	61
	0,077
	44,862
	
	
	-0,026
	-
	
	
	
	

	
	
	10,927
	
	
	-2,009
	
	
	
	
	

	62
	0,077
	58,765
	
	
	-0,061
	
	
	
	
	

	
	
	5,193
	
	
	-0,921
	
	
	
	
	

	65
	0,071
	49,069
	
	
	-2,333
	
	
	
	
	

	
	
	13,355
	
	
	-0,830
	
	
	
	
	

	66
	0,071
	49,272
	
	
	13,684
	
	
	
	
	

	
	
	13,359
	
	
	0,948
	
	
	
	
	

	67
	0,021
	
	
	48,572
	0,835
	
	
	
	
	

	
	
	
	
	
	0,293
	
	
	
	
	

	68
	0,033
	
	
	46,851
	33,818
	
	
	
	
	

	
	
	
	
	
	0,968
	
	
	
	
	

	69
	0,024
	
	
	46,940
	17,527
	
	
	
	
	

	
	
	
	
	
	0,537
	
	
	
	
	

	70
	0,063
	48,805
	
	
	-12,426
	
	
	
	
	

	
	
	12,693
	
	
	-1,080
	
	
	
	
	


Table 2.14 

Variable INVL

	
	Adj. R2
	C
	FE1998
	FE1999
	X
	G2

	1
	0,133
	
	25,909
	27,558
	-0,253
	

	
	
	
	
	
	-0,804
	

	2
	0,143
	-13,533
	
	
	0,201
	+

	
	
	-1,520
	
	
	1,985
	

	5
	0,135
	2,446
	
	
	-0,082
	

	
	
	1,127
	
	
	-0,678
	

	6
	0,163
	7,065
	
	
	-0,054
	

	
	
	3,181
	
	
	-1,686
	

	9
	0,137
	-5,505
	
	
	0,076
	

	
	
	-0,627
	
	
	0,848
	

	10
	0,238
	0,928
	
	
	0,023
	

	
	
	0,280
	
	
	0,265
	

	11
	0,282
	
	1,162
	
	0,057
	

	
	
	
	
	
	0,403
	

	19
	0,128
	-3,316
	
	
	0,070
	

	
	
	-0,524
	
	
	1,174
	

	20
	0,049
	3,251
	
	
	0,046
	

	
	
	2,815
	
	
	1,271
	

	21
	0,133
	2,626
	
	
	-0,042
	

	
	
	1,048
	
	
	-0,542
	

	22
	0,132
	1,749
	
	
	0,001
	

	
	
	0,853
	
	
	0,016
	

	23
	0,132
	1,642
	
	
	0,008
	

	
	
	0,755
	
	
	0,116
	

	24
	0,135
	2,641
	
	
	-0,029
	

	
	
	1,180
	
	
	-0,770
	

	25
	0,132
	
	1,614
	3,406
	-0,078
	

	
	
	
	
	
	-1,443
	

	26
	0,080
	
	1,208
	3,927
	-0,201
	

	
	
	
	
	
	-1,076
	

	30
	0,147
	3,120
	
	
	-6,815
	

	
	
	1,482
	
	
	-1,522
	

	32
	0,151
	1,927
	
	
	-10,499
	

	
	
	1,014
	
	
	-1,690
	

	33
	0,180
	
	0,538
	2,768
	-7,019
	

	
	
	
	
	
	-2,833
	

	34
	0,139
	
	-3,715
	-1,739
	0,091
	

	
	
	
	
	
	1,239
	

	35
	0,151
	3,646
	
	
	-2,081
	

	
	
	1,664
	
	
	-1,741
	

	36
	0,147
	3,653
	
	
	-3,422
	

	
	
	1,604
	
	
	-1,526
	

	37
	0,148
	3,203
	
	
	-2,421
	

	
	
	1,519
	
	
	-1,603
	

	38
	0,150
	
	1,393
	4,355
	-0,004
	

	
	
	
	
	
	-1,835
	

	39
	0,134
	6,156
	
	
	3,110
	

	
	
	-0,073
	
	
	-1,522
	

	40
	0,133
	1,096
	
	
	0,022
	

	
	
	0,449
	
	
	0,443
	

	41
	0,138
	0,605
	
	
	0,048
	

	
	
	0,270
	
	
	1,010
	

	
	
	
	
	
	
	

	60
	0,124
	1,993
	
	
	0,917
	

	
	
	0,002
	
	
	0,255
	

	61
	0,170
	3,552
	
	
	-0,008
	

	
	
	3,104
	
	
	-1,646
	

	62
	0,149
	
	23,862
	20,215
	-0,127
	

	
	
	
	
	
	-1,741
	

	65
	0,150
	1,733
	
	
	-2,598
	

	
	
	0,904
	
	
	-1,768
	

	66
	0,138
	1,535
	
	
	-7,814
	

	
	
	0,793
	
	
	-1,077
	

	67
	0,311
	
	
	2,250
	-1,661
	

	
	
	
	
	
	-1,223
	

	68
	0,215
	
	
	1,886
	9,016
	

	
	
	
	
	
	0,414
	

	69
	0,236
	
	
	-0,333
	22,393
	

	
	
	
	
	
	1,339
	

	70
	0,133
	1,524
	
	
	1,896
	

	
	
	0,733
	
	
	0,312
	


Table 2.15

Variable INVB

	
	Adj. R2
	C
	FE1998
	FE1999
	X
	T2
	T4
	T5
	T6
	G2

	1
	0,126
	113,779
	
	
	-0,872
	-
	-
	-
	-
	

	
	
	3,142
	
	
	-2,366
	
	
	
	
	

	9
	0,103
	45,991
	
	
	-0,182
	
	
	
	
	

	
	
	3,395
	
	
	-1,330
	
	
	
	
	

	10
	0,252
	46,184
	
	
	-0,717
	
	
	
	
	

	
	
	
	
	
	-5,219
	
	
	
	
	

	11
	0,025
	19,144
	
	
	0,548
	
	
	
	
	

	
	
	
	
	
	2,042
	
	
	
	
	

	16
	0,315
	48,186
	
	
	-1,874
	
	-
	
	-
	

	
	
	12,451
	
	
	-6,748
	
	
	
	
	

	19
	0,105
	40,251
	
	
	-0,117
	
	
	
	
	

	
	
	4,477
	
	
	-1,391
	
	
	
	
	

	20
	0,131
	26,838
	
	
	0,107
	
	
	
	
	

	
	
	8,495
	
	
	1,231
	
	
	
	
	

	21
	0,059
	17,562
	
	
	0,332
	
	
	
	
	-

	
	
	5,866
	
	
	2,719
	
	
	
	
	

	22
	0,098
	29,352
	
	
	-0,072
	
	
	
	
	

	
	
	9,535
	
	
	-0,917
	
	
	
	
	

	23
	0,178
	22,411
	
	
	0,410
	-
	-
	-
	-
	

	
	
	7,011
	
	
	3,805
	
	
	
	
	

	24
	0,124
	32,432
	
	
	-0,130
	-
	-
	-
	-
	

	
	
	9,641
	
	
	-2,277
	
	
	
	
	

	25
	0,046
	
	
	
	-0,001
	
	
	
	
	

	
	
	
	
	
	-0,008
	
	
	
	
	

	26
	0,133
	
	23,822
	25,354
	-0,221
	
	
	
	
	

	
	
	
	
	
	-0,959
	
	
	
	
	

	27
	0,094
	28,674
	
	
	-0,072
	
	
	
	
	

	
	
	9,701
	
	
	-0,498
	
	
	
	
	

	28
	0,042
	20,588
	
	
	-0,197
	
	
	
	
	

	
	
	11,028
	
	
	-2,151
	
	
	
	
	

	29
	0,055
	21,200
	
	
	1,465
	
	
	
	
	-

	
	
	9,221
	
	
	2,570
	
	
	
	
	

	30
	0,177
	23,147
	
	
	24,258
	-
	-
	-
	-
	

	
	
	7,413
	
	
	3,742
	
	
	
	
	

	31
	0,173
	29,360
	
	
	101,798
	-
	-
	-
	-
	

	
	
	10,468
	
	
	3,542
	
	
	
	
	

	32
	0,099
	28,210
	
	
	11,081
	
	
	
	
	

	
	
	9,704
	
	
	0,999
	
	
	
	
	

	33
	0,096
	28,348
	
	
	-2,512
	
	
	
	
	

	
	
	9,753
	
	
	-0,707
	
	
	
	
	

	34
	0,104
	
	-0,935
	3,137
	0,447
	
	
	
	
	

	
	
	
	
	
	3,930
	
	
	
	
	

	35
	0,093
	28,324
	
	
	0,103
	
	
	
	
	

	
	
	8,716
	
	
	0,058
	
	
	
	
	

	36
	0,095
	27,255
	
	
	2,281
	
	
	
	
	

	
	
	8,103
	
	
	0,677
	
	
	
	
	

	37
	0,093
	28,303
	
	
	0,191
	
	
	
	
	

	
	
	8,973
	
	
	0,085
	
	
	
	
	

	38
	0,095
	28,646
	
	
	-0,001
	
	
	
	
	

	
	
	9,755
	
	
	-0,574
	
	
	
	
	

	39
	0,235
	
	15,629
	13,613
	0,397
	
	-
	
	-
	

	
	
	
	
	
	5,225
	
	
	
	
	

	40
	0,093
	29,286
	
	
	-0,027
	
	
	
	
	

	
	
	7,492
	
	
	-0,337
	
	
	
	
	

	41
	0,053
	28,019
	
	
	-0,184
	
	
	
	
	-

	
	
	9,729
	
	
	-2,532
	
	
	
	
	

	45
	0,752
	
	10,440
	8,525
	0,991
	
	
	
	
	

	
	
	
	
	
	20,866
	
	
	
	
	

	46
	0,381
	19,362
	
	
	1,024
	-
	-
	-
	-
	

	
	
	7,237
	
	
	8,034
	
	
	
	
	

	60
	0,071
	
	22,192
	20,087
	-0,012
	
	
	
	
	

	
	
	
	
	
	-1,578
	
	
	
	
	

	61
	0,069
	
	22,546
	20,405
	-0,012
	
	
	
	
	

	
	
	
	
	
	-1,420
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	62
	0,102
	
	58,567
	51,266
	-0,167
	
	
	
	
	

	
	
	
	
	
	-1,300
	
	
	
	
	

	65
	0,096
	28,359
	
	
	0,462
	
	
	
	
	

	
	
	9,718
	
	
	0,222
	
	
	
	
	

	66
	0,104
	28,751
	
	
	12,276
	
	
	
	
	

	
	
	9,871
	
	
	1,164
	
	
	
	
	

	67
	0,073
	
	
	27,278
	1,075
	
	
	
	
	

	
	
	
	
	0,522
	0,522
	
	
	
	
	

	68
	0,126
	
	
	24,620
	51,791
	
	-
	-
	
	

	
	
	
	
	5,815
	2,100
	
	
	
	
	

	69
	0,071
	
	
	26,755
	6,543
	
	
	
	
	

	
	
	
	
	5,623
	0,277
	
	
	
	
	

	70
	0,124
	
	29,004
	26,995
	-18,902
	-
	-
	-
	-
	

	
	
	
	
	
	-2,379
	
	
	
	
	


Table 2.16 

Variable INVST

	
	Adj. R2
	C
	FE1998
	FE1999
	X
	T5

	1
	-0,037
	-11,527
	
	
	0,119
	

	
	
	-0,651
	
	
	0,653
	

	5
	-0,047
	
	-0,188
	0,985
	0,008
	

	
	
	
	
	
	0,119
	

	6
	0,174
	-0,837
	
	
	0,016
	

	
	
	-1,073
	
	
	1,535
	

	9
	-0,045
	-1,642
	
	
	0,018
	

	
	
	-0,267
	
	
	0,275
	

	10
	0,023
	3,219
	
	
	-0,097
	

	
	
	2,423
	
	
	-0,972
	

	11
	0,009
	0,641
	
	
	0,071
	

	
	
	0,915
	
	
	1,154
	

	16
	-0,043
	
	-0,682
	0,501
	0,036
	

	
	
	
	
	
	0,211
	

	18
	0,026
	
	-2,299
	-1,162
	0,155
	

	
	
	
	
	
	1,610
	

	19
	0,007
	
	9,195
	11,552
	-0,084
	

	
	
	
	
	
	-1,333
	

	20
	-0,025
	
	-0,441
	1,236
	0,009
	

	
	
	
	
	
	0,234
	

	21
	-0,028
	
	-1,554
	-0,081
	0,079
	

	
	
	
	
	
	0,800
	

	22
	-0,008
	
	
	
	-0,025
	

	
	
	
	
	
	-0,798
	

	23
	-0,022
	
	0,542
	1,642
	-0,047
	

	
	
	
	
	
	-0,910
	

	24
	0,046
	-0,044
	
	
	0,039
	

	
	
	-0,052
	
	
	1,833
	

	25
	-0,043
	
	-0,500
	0,928
	0,025
	

	
	
	
	
	
	0,745
	

	26
	-0,116
	
	-1,553
	-0,371
	0,108
	

	
	
	
	
	
	0,558
	

	33
	-0,047
	
	-0,151
	1,040
	-0,028
	

	
	
	
	
	
	-0,006
	

	34
	-0,042
	
	-0,902
	0,434
	0,013
	

	
	
	
	
	
	0,321
	

	35
	0,027
	2,903
	
	
	-1,822
	

	
	
	2,218
	
	
	-1,582
	

	36
	-0,021
	1,212
	
	
	-1,971
	

	
	
	0,696
	
	
	-0,979
	

	37
	0,034
	2,968
	
	
	-3,134
	

	
	
	2,322
	
	
	-1,685
	

	38
	-0,013
	
	-0,190
	2,597
	-0,002
	

	
	
	
	
	
	-1,093
	

	39
	-0,020
	
	0,990
	2,335
	-0,042
	

	
	
	
	
	
	-0,940
	

	40
	-0,044
	
	-0,339
	0,853
	0,007
	

	
	
	
	
	
	0,176
	

	41
	0,042
	2,554
	
	
	-0,043
	

	
	
	2,487
	
	
	-1,830
	

	60
	0,102
	0,471
	
	
	0,015
	

	
	
	0,765
	
	
	2,455
	

	61
	0,168
	-0,191
	
	
	0,055
	

	
	
	-0,258
	
	
	3,235
	

	62
	-0,035
	2,586
	
	
	-0,015
	

	
	
	0,644
	
	
	-0,674
	

	65
	-0,048
	
	-0,302
	0,885
	0,665
	

	
	
	
	
	
	0,233
	

	66
	-0,028
	
	-0,153
	1,189
	17,431
	

	
	
	
	
	
	0,762
	

	67
	0,449
	
	
	-3,273
	39,214
	+

	
	
	
	
	
	3,169
	

	68
	0,215
	1,096
	
	
	-58,869
	

	
	
	0,280
	
	
	-1,603
	

	69
	0,135
	-2,288
	
	
	58,145
	

	
	
	-0,483
	
	
	0,974
	

	70
	0,057
	-1,725
	
	
	8,891
	+

	
	
	-1,175
	
	
	2,093
	


· The most striking finding is that a majority of the statistically significant dependences with this group of variables were found for a share of the budget funds, i.e. actually for a share of the government investments we have already considered above. An additional finding that supports our assumption of a low efficiency of the budget investments is that there is a negative dependence between a share of budget funds as one of the sources of investment financing and expenditures for technological innovations.

· The findings for the other indices of the borrowed funds are mostly obvious. Thus our estimates of the models demonstrate a logical negative correlation between the share of borrowed funds and the variables positively correlating with the share of own funds. In particular, the investments from own funds are negatively dependent on the share of industry in the GRP, the weight of fully depreciated fixed assets (mainly because the enterprises having such fixed assets are not attractive for investments), the share of monopolies in the region’s economy and direct foreign investments.

· Some findings support that there is a direct quantitative correlation between a share of the borrowed funds used to finance investments and the role that the budget plays in the investment process across the region (the budget investments are an integral component of the investments financed from the borrowed funds). For example, we have got positive estimates of coefficients for variables of a share of power industry in the industrial sector and that of the state sector in the GRP, incomes of the region’s budget and a share of unprofitable enterprises.

· The share of investments from credits, according to our estimates, is correlated with only two factors, namely the real incomes of the population, which means that there is a resource base for banks, and the profits in the economy (investments are primarily financed from own funds where the profits are higher). 

· The share of investments which are financed from emission of the stock are exclusively correlated with indices of the foreign investments and foreign trade across the region. It is obvious that the share of such investments is higher across the regions where the volume of foreign investments is higher  (the causation is quite the reverse here), as well as where the fuel-power complex produce accounts for a high share of the export.

· The signs and statistical significance of the estimates of coefficients for the dummy variables, given a share of the budget funds, fully match the estimates obtained in evaluating the models with a share of the state investments. As for the remaining variables, we have found that there is a positive correlation for investor-type and wobbling regions and a negative correlation for the consumer-type regions.

Foreign investments (INVF and FDI)

Table 2.17

Variable INVF

	
	Adj. R2
	C
	FE1998
	FE1999
	X
	G1
	G2

	1
	0,112
	
	-54,850
	-26,208
	0,891
	
	

	
	
	
	
	
	0,410
	
	

	2
	0,103
	
	-30,474
	-0,660
	0,545
	
	

	
	
	
	
	
	0,711
	
	

	9
	0,049
	
	210,138
	261,803
	-1,906
	
	

	
	
	
	
	
	-1,073
	
	

	10
	0,207
	
	25,028
	
	-0,307
	
	

	
	
	
	
	
	-0,651
	
	

	11
	0,196
	
	46,489
	
	-1,650
	-
	+

	
	
	
	
	
	-2,551
	
	

	16
	0,106
	
	32,904
	64,809
	-1,349
	
	

	
	
	
	
	
	-0,907
	
	

	18
	0,101
	
	24,565
	56,356
	-0,403
	
	

	
	
	
	
	
	-0,438
	
	

	19
	0,122
	
	159,570
	213,586
	-1,466
	
	

	
	
	
	
	
	-1,876
	
	

	20
	0,078
	
	19,453
	55,488
	-0,221
	
	

	
	
	
	
	
	-0,450
	
	

	21
	0,120
	
	36,214
	65,995
	-0,232
	
	

	
	
	
	
	
	-0,449
	
	

	22
	0,115
	
	33,838
	65,500
	-0,133
	
	

	
	
	
	
	
	-0,395
	
	

	23
	0,116
	
	32,318
	63,742
	-0,041
	
	

	
	
	
	
	
	-0,082
	
	

	24
	0,100
	
	15,602
	46,650
	0,067
	
	

	
	
	
	
	
	0,244
	
	

	25
	0,194
	
	32,263
	51,581
	0,049
	
	

	
	
	
	
	
	0,185
	
	

	26
	0,008
	
	27.67510
	86.28437
	-4,127
	
	

	
	
	
	
	
	-1,608
	
	

	27
	0,156
	
	22,353
	53,428
	1,270
	-
	+

	
	
	
	
	
	2,343
	
	

	28
	0,125
	
	32,329
	65,720
	0,415
	
	

	
	
	
	
	
	0,963
	
	

	29
	0,122
	
	35,671
	65,616
	-2,433
	
	

	
	
	
	
	
	-1,211
	
	

	30
	0,122
	
	39,842
	71,493
	-45,698
	
	

	
	
	
	
	
	-0,797
	
	

	31
	0,134
	
	28,850
	61,131
	-180,186
	
	

	
	
	
	
	
	-1,441
	
	

	32
	0,162
	
	30,067
	61,977
	94,877
	-
	+

	
	
	
	
	
	2,639
	
	

	33
	0,109
	
	12,299
	50,583
	-33,629
	
	

	
	
	
	
	
	-1,130
	
	

	34
	0,113
	
	41,991
	71,140
	-0,188
	
	

	
	
	
	
	
	-0,361
	
	

	35
	0,123
	
	22,456
	55,178
	10,390
	
	

	
	
	
	
	
	0,798
	
	

	36
	0,119
	
	29,798
	61,748
	3,641
	
	

	
	
	
	
	
	0,184
	
	

	37
	0,126
	
	21,421
	54,066
	18,589
	
	

	
	
	
	
	
	1,049
	
	

	38
	0,125
	32,100
	
	
	0,042
	-
	+

	
	
	3,437
	
	
	2,054
	
	

	39
	0,133
	
	46,792
	79,089
	-0,558
	
	

	
	
	
	
	
	-1,544
	
	

	40
	0,134
	
	55,650
	84,184
	-0,705
	-
	+

	
	
	
	
	
	-2,036
	
	

	41
	0,099
	
	29,426
	60,782
	-0,451
	
	

	
	
	
	
	
	-1,142
	
	

	45
	0,131
	
	38,366
	69,550
	-0,628
	
	

	
	
	
	
	
	-1,339
	
	

	46
	0,121
	
	38,450
	68,714
	-0,663
	
	

	
	
	
	
	
	-1,053
	
	

	47
	0,089
	
	7,051
	38,491
	0,201
	
	

	
	
	
	
	
	0,574
	
	

	48
	0,099
	
	23,467
	56,273
	-0,369
	
	

	
	
	
	
	
	-0,616
	
	

	49
	0,089
	
	27,153
	58,593
	-0,201
	
	

	
	
	
	
	
	-0,574
	
	

	50
	0,125
	
	30,558
	61,033
	0,588
	
	

	
	
	
	
	
	0,921
	
	

	51
	0,135
	
	44,086
	74,089
	-0,590
	
	

	
	
	
	
	
	-1,639
	
	

	52
	0,216
	
	33,739
	77,164
	5,882
	
	

	
	
	
	
	
	1,863
	
	

	62
	0,130
	
	-72,095
	-19,913
	0,593
	
	

	
	
	
	
	
	1,347
	
	

	65
	0,110
	
	16,850
	50,513
	-9,995
	
	

	
	
	
	
	
	-0,547
	
	

	66
	0,129
	
	32,366
	64,370
	51,312
	
	

	
	
	
	
	
	0,509
	
	

	67
	0,115
	62,944
	
	
	11,699
	
	

	
	
	
	
	
	0,482
	
	

	
	
	
	
	
	
	
	

	68
	0,147
	79,371
	
	
	-604,950
	
	

	
	
	
	
	
	-1,609
	
	

	69
	0,112
	57,312
	
	
	60,080
	
	

	
	
	
	
	
	0,201
	
	

	70
	0,180
	
	20,381
	47,009
	137,491
	
	+

	
	
	
	
	
	3,079
	
	


Table 2.18

Variable FDI

	
	Adj. R2
	C
	FE1998
	FE1999
	X
	T5
	G1

	1
	-0,016
	
	-47,544
	-27,404
	0,566
	
	

	
	
	
	
	
	0,369
	
	

	2
	0,000
	
	-3,781
	17,781
	0,180
	
	

	
	
	
	
	
	0,405
	
	

	9
	0,007
	
	52,473
	79,105
	-0,435
	
	

	
	
	
	
	
	-0,733
	
	

	10
	-0,023
	12,221
	
	
	-0,155
	
	

	
	
	1,177
	
	
	-0,559
	
	

	11
	0,029
	17,905
	
	
	-0,942
	+
	

	
	
	2,105
	
	
	-2,002
	
	

	16
	0,004
	
	15,940
	38,164
	-0,357
	
	

	
	
	
	
	
	-0,435
	
	

	18
	0,002
	
	11,223
	33,636
	0,031
	
	

	
	
	
	
	
	0,060
	
	

	19
	0,004
	
	35,791
	61,695
	-0,246
	
	

	
	
	
	
	
	-0,511
	
	

	20
	-0,037
	
	5,597
	31,264
	0,161
	
	

	
	
	
	
	
	0,477
	
	

	21
	0,005
	
	15,255
	35,921
	-0,179
	
	

	
	
	
	
	
	-0,560
	
	

	22
	0,000
	
	12,229
	34,292
	-0,030
	
	

	
	
	
	
	
	-0,137
	
	

	23
	0,009
	
	16,866
	38,308
	-0,350
	
	

	
	
	
	
	
	-1,089
	
	

	24
	0,008
	
	6,639
	28,139
	0,166
	
	

	
	
	
	
	
	1,052
	
	

	25
	0,009
	
	14,359
	21,446
	-0,056
	
	

	
	
	
	
	
	-0,468
	
	

	26
	-0,055
	
	9,916
	44,780
	-2,124
	
	

	
	
	
	
	
	-1,014
	
	

	27
	0,049
	
	5,530
	27,093
	0,847
	
	

	
	
	
	
	
	2,516
	
	

	28
	0,002
	
	12,996
	35,828
	-0,074
	
	

	
	
	
	
	
	-0,274
	
	

	29
	0,000
	
	9,532
	32,447
	1,271
	
	

	
	
	
	
	
	0,906
	
	

	30
	0,003
	
	12,199
	34,226
	-2,264
	
	

	
	
	
	
	
	-0,053
	
	

	31
	0,003
	
	11,400
	33,519
	-23,509
	
	

	
	
	
	
	
	-0,298
	
	

	32
	0,001
	
	11,728
	33,758
	2,131
	
	

	
	
	
	
	
	0,091
	
	

	33
	0,003
	
	12,682
	32,913
	8,545
	
	

	
	
	
	
	
	0,418
	
	

	34
	0,001
	
	35,256
	50,955
	-0,494
	
	

	
	
	
	
	
	-1,386
	
	

	35
	0,003
	
	9,406
	31,731
	2,660
	
	

	
	
	
	
	
	0,292
	
	

	36
	0,006
	
	7,782
	30,730
	7,526
	
	

	
	
	
	
	
	0,586
	
	

	37
	0,004
	
	8,393
	30,786
	6,101
	
	

	
	
	
	
	
	0,472
	
	

	38
	0,003
	
	11,794
	34,302
	-0,001
	
	

	
	
	
	
	
	-0,028
	
	

	39
	0,003
	
	15,281
	37,515
	-0,131
	
	

	
	
	
	
	
	-0,556
	
	

	40
	0,032
	
	28,562
	48,477
	-0,496
	
	-

	
	
	
	
	
	-2,210
	
	

	41
	0,010
	
	20,444
	42,388
	-0,300
	
	

	
	
	
	
	
	-1,310
	
	

	45
	0,003
	
	12,091
	34,096
	-0,028
	
	

	
	
	
	
	
	-0,095
	
	

	46
	0,017
	
	18,623
	39,479
	-0,679
	
	

	
	
	
	
	
	-1,643
	
	

	47
	0,000
	
	3,233
	25,348
	0,155
	
	

	
	
	
	
	
	0,725
	
	

	48
	0,009
	
	17,983
	41,658
	-0,410
	
	

	
	
	
	
	
	-1,118
	
	

	49
	0,000
	
	18,708
	40,822
	-0,155
	
	

	
	
	
	
	
	-0,725
	
	

	50
	0,007
	
	15,520
	37,025
	-0,517
	
	

	
	
	
	
	
	-1,160
	
	

	51
	0,009
	
	16,724
	38,168
	-0,236
	
	

	
	
	
	
	
	-1,028
	
	

	
	
	
	
	
	
	
	

	52
	0,255
	
	18,007
	27,182
	3,454
	
	-

	
	
	
	
	
	3,141
	
	

	62
	0,003
	
	4,261
	27,775
	0,043
	
	

	
	
	
	
	
	0,157
	
	

	65
	0,013
	
	12,133
	36,325
	-8,517
	
	

	
	
	
	
	
	-0,728
	
	

	66
	0,009
	
	11,614
	34,751
	-15,110
	
	

	
	
	
	
	
	-0,189
	
	

	67
	0,015
	8,876
	
	
	9,400
	
	

	
	
	0,141
	
	
	0,402
	
	

	68
	0,031
	22,230
	
	
	-410,880
	
	

	
	
	0,351
	
	
	-1,097
	
	

	69
	0,020
	-18,091
	
	
	216,335
	
	

	
	
	-0,245
	
	
	0,712
	
	

	70
	0,008
	
	1,924
	22,429
	53,258
	
	

	
	
	
	
	
	1,651
	
	


· The findings obtained show that there are some direct functional relations that have some bearing on the volume of the foreign investments. As one example, the foreign investments (both total and direct ones) are negatively dependent on the agricultural share in the GRP and that of investments in the private enterprises, but are positively dependent on the share of products made at the joint venture enterprises in the GRP.

· There is a statistically significant relation between the volume of direct foreign investments and a share of funds gained from emission of the stock as a source of investment financing. In our view, the finding shows that the foreign investments are frequently attracted through an issue of stock, i.e. by means of acquisition of some property by foreign partners on the security of the attracted funds.

· Foreign investments are also positively correlated with the volume of credits furnished. The relation is apparently due, first, to the influence of the regions that have a well-developed financial sector and are heavy borrowers of foreign capital at the same time and, second, to the fact that expanded crediting of the real sector by banks means a rise in the financial stability and transparency of enterprises across the region. It goes without saying that such enterprises find it easy to attract foreign investments.

· Of interest are some estimates of the model that demonstrate a positive relation between the volume of foreign investments and that of internal expenditures for research and development. It is likely that attraction of the foreign capital, basically a cheaper and lasting one, allows the companies to finance their research and development work.

· For a total of the foreign investments, we have also found an unexplainable positive dependence on the wage arrears.

· Our estimates of the dummy variables show that the foreign investments, as well as investments in total, primarily go to the investor-type regions, whereas in the consumer-type regions their volume is lower than the average Russia’s level. It is noteworthy that we have found positive estimates of the coefficient for the regions of poor investor type. As we have already assumed previously, it is precisely the foreign investments that become a key source of funds used to finance the investments activity in such regions.

Impact of some other factors

In analyzing an impact of some other factors on the investment processes, we are going to note, above all, an absence of some dependences assumed:

· First, it is noteworthy that neither the volumes and growth rates nor the structural indices of the investment activity depend on the growth rates of population’s savings on bank deposits and in securities, i.e. on an increase in money that can be potentially used for financing of investments. In our opinion, it is chiefly due to a substantial gap between the financial (bank) and real sectors of economy. In the background of rationed credits, expansion of liabilities frequently has no bearing on the banks’ willingness to transform the savings into investments. The statistically significant index of the remaining deposits on the accounts of Sberbank recorded in one case shows, as noted above, an over-all level of well being across the region, rather than the financial potential of the regional bank system.

· Second, an important finding is that there is no dependence between any index of the investment activity and a level of profitability of region’s enterprises. It is evident that, given a over-all low level of financial transparency of economy and a common practice of evading the taxation through a decreased declared profit, the profitability index can neither be used as an important guideline for potential loaners nor demonstrates an actual capability of a company to make investments from its own funds.

· Third, we have come to a conclusion that runs counter to the traditional hypotheses concerning the investment processes occurring in developing and transition economies - there is no dependence between the indices of the investment activity and the growth rate of consumer price index. In our opinion, however, it is basically due to the fact that we have considered cross-regional, rather than cross-nation data. With all the regions being within the common economic space and pursuing a common monetary policy, the interregional differences in growth rates of a consumer price index are small and have no significant bearing on the dynamics and structure of the investment processes taking place at the regional level.




� We note that it is not feasible to evaluate the models with random time effects in our case, since we have at our disposal the data only for a two-year period, which is less than the number of the parameters under evaluation. In principle, evaluation of the regressions with random or invariable individual effects, i.e. with due regard for differences between separate regions of the sample, is feasible, but in this case the number of the evaluated parameters would be more than 50 per cent of the observations available, which would undoubtedly affect negatively the quality of the evaluated regressions.


� See more details about the advantages of the use of the panel data in: Balltagi (1995).


� Some techniques of evaluating the panel regressions in case of homoskedasticity of random errors are given in: Baltagi (1995).


� See more details about testing for unit roots in the panel data in: Banerjee (1999); Maddala, Wu (1999); Maddala, Kim (1998).


� See more details in: Dormont (1999).


� See: IEPPP (1998); Blanchard, Froot, Sachs (1994); Yeyati (1996); Buiter, Lago, Rey (1997); Bosworth, Collins (1999); Roland (2000).
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