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Introduction 

Securing the conditions for a stable economic growth is the primary aim of the second phase of post-communist transformation, the phase which follows the solution of problems of macroeconomic stabilization. Nevertheless, the macroeconomic stability is just one of the preconditions of growth. Economic growth is a result of a complex combination of factors, and what is more, these factors are extremely specific in any given country and at any given time.

In general, economic growth is influenced by such groups of factors as the presence of natural resources, the adequacy of economic policy and the general political situation in the country. The  object of this work is to investigate the role of political factors in securing economic growth in a post-communist country.

Political preconditions together with the macroeconomic stability form the general basis of economic growth. It is especially important in a country struggling to overcome its totalitarian past characterized by an absence of any basic institutions of a market economy and first of all the institution of private property. Without ensuring the personal security and the stability of the "rules of the game", without the guarantee of property rights (not only the declared but also the practically realized ones), no economic policy as such can ever attain its ends. At the same time, the role of natural resources is in general rather negative in the case of countries classified as the "emerging  markets" (Gylfason and Zoega 2001)
.

But it is for the countries with a developing market economy that the role of political factors is decisive. The most considerable risks for investors are concentrated in this very sphere, and it is precisely these risks that are most resistant to the universally adopted methods of analysis. What is absolutely natural for the countries with stable traditions (and with a stable credit history which includes not only a financial but also a political creditability) and is taken for granted by the investors remains a major risk for the "new market economies". But it is clear that these very risks (the risks of losing the whole of the property, dangers to life, health etc.) are primary in respect to the risks regarding the market situation (fluctuations in demand and factor prices etc).
The fact that political risks are dominant is proved by the very practice of investment activity taking place in the world after the collapse of communism. Despite all the inconveniences of administrative barriers hampering business in the countries with developed economies, despite all the peculiarities of economic activity in such "noncommunist" systems as the People's Republic of China, these countries are much more attractive for investors than Russia with its sufficiently liberal economic environment and profit opportunities. In other words, the investment attractiveness (and, correspondingly, the growth prospects) of the countries with extremely strong state regulations  (ecological, social etc) and rather exotic restrictions such as gender and race quotas, let alone the high taxes is incomparably higher than in the countries with a liberal tax system and minimum formal obstacles but with weak guarantees of personal immunity and inviolability of property.

Nevertheless, the problem as such is not confined to the importance of political factors to the development of the economy. The other aspect of this problem is the character of economic and political interrelations. What political regime or at least what political institution proves to to be important for economic development?

The answer to this question and therefore the conclusion to be expected from our work are not clear. Until now, the subject of relation between politics (democracy) and the economy (growth) has been treated from the standpoint of ideological preferences, while any more or less accurate analysis was always second in importance. It makes the problems of economic and political interrelations still more acute as regards Russia during the past fifteen years. Throughout this period there was an incessant discussion (though with various degrees of intensity) as regards the relative advantages of the democratic and authoritarian ways of forming a market economy.

In order to answer this question there exist a lot of arguments of logical and historical nature, while the corresponding polemic is still going on, and it is unlikely that it will end in the near future. We are undertaking an attempt to quantitatively analyze these problems. Being aware of all the relativity of such a quantitative analysis, we consider it both necessary and useful to try to introduce certain elements of formalization into the relations between economic development and the state of political institutions.

The subject of the present article is to reveal the interrelations between the economic and political development of contemporary Russia. Though the analysis is conducted on the basis of regional statistical data (the reasons are given in the second section of the article), the authors assume that the conclusions made are also applicable to the situation on the national scale. We have set ourselves to assess the importance of political factors of economic growth and if possible to single out a set of the most significant of them. In the present article, political factors are understood as those various forms of functioning of the institutional environment in which business does exist that are external as regards the latter legislation, judiciary law, the degree of development of the institutions of civil society, etc (to be addressed in more detail in the third section). Proceeding from the acquired indicators, the fourth section of this paper presents an assessment of quantitative relationships between political factors and economic development.
Methodological problems
The researcher of economic and political interrelations in general and those in a post-communist country in particular will inevitably face two rather difficult methodological problems. First, a limited nature of the time horizon, that is of the information available for making any more or less justified quantitative models. Second, a principal difficulty of any quantitative assessment of political processes.

In order to solve the first problem, we will shift our analysis from the national level to a regional one 
. It is true that the post-communist history of Russia is limited to ten years only, and any economic growth has been registered just in four of them. Such a volume of information is not sufficient for revealing any quantitative regularities. Nevertheless, Russia is a federal state where the regions, its constituent parts, are invested with considerable authority. The regional authorities have an opportunity to create significantly different conditions for economic activity within the   territory under their jurisdiction. The diversity of regional practice makes the problem of assessing the influence exerted by political and legal peculiarities on the economic development quite sensible. Thus, theoretically we have 89 models of economic policy with different effects on economic growth. And this provides a significant basis for a quantitative analysis.

Naturally, the result of such an analysis must not be seen as absolute. They are rather abstract because apart from the political practice on the part of the authorities of a given region there exists a number of objective aspects also exerting a significant influence on the development of the economic situation. It is not always possible to say definitely in which case some positive (or negative) economic dynamics is a result of development of the political situation on the federal level in combination with certain objective (e.g., technical and economic) specific features of a given region irrespective of the political practice of its authorities. But as far as we are going not to investigate the specific factors of the policy pursued by each individual subject of the Federation, but to reveal the stable regularities of the influence exerted by the political process on the economy, such an abstraction can be considered justifiable.

We should also make a reservation that our analysis covers not all the 89 subjects of the Russian Federation. For the obvious reasons, the analysis does not include Chechnia, Ingushetiia and the autonomous okrugs, because there is no set of data on them that could be  used in our analysis  (the data of economic statistics and those of political and legal statistics).

The second methodological problem is the difficulty of any quantitative assessment of the political situation in the country. It cannot be said, that the number of indicators capable to characterize the political processes is too small. Quite the reverse - they are too numerous, but many of them characterize very narrow spheres of political and social life, and it must be added that they could become an object of a very wide interpretation. Many of the potential indicators are not sufficiently comparable with each other on the regional scale. And finally, in contrast to the economic statistics, political indicators do not represent an object of any more or less centralized accounting, and their acquisition requires cooperation with various state or public organizations which develop their own databases. This also does not conduce to any better correlarion of these data.

The difficulty of acquisition of the necessary information often forces the researchers to conduct their analysis on the basis of expert opinions characterizing the situation in a certain region (or even in a certain country)
. Their advantages include the depth of specification of legal norms and political processes as well as of the practice of actual functioning of certain institutions, while the very fact of existence and application of such methodologies during a sufficiently long period of time also increases the value of these investigations. Nevertheless, despite the unquestionable value of such works, their narrowness  caused by the subjectivity of the assessments is absolutely obvious.

Focusing on non-formal (non-formalized) expert opinions chosen to form a basis of comparative ranking and a further analysis frequently leads to grave mistakes. And this is true of the opinions presented by expert analysts and of those presented by the entrepreneurs deeply involved in business and therefore seemingly capable of producing some realistic assessments of the existing political (economic and political) course.
 It is also natural that all these assessments are given by the experts who do not have equal knowledge of all the analysed objects (countries, regions), and therefore there emerge considerable doubts concerning the compatibility of the acquired data. It is clear that such errors are much less typical of the countries with stable and developed socio-economic systems than of the economies in the state of development or in transition. Thus we are again facing the necessity to elaborate such approaches to the analysis of these countries that would contain a more strict and more formal assessment of the political and legal situation.

Thus, our work is based on the available indicators capable of being measured or assessed and which are also more or less compatible throughout the regions of the Russian Federation. Or, to be more exact, we are going to use the two following types of indicators: those which acquire certain absolute values and those which represent logical variables
. 

The literature of the past ten years has put forward a number of proposals concerning a formalized quantitative assessment of the functioning of the institutions influencing the economic development of any country (including the economies in transition). Thus, the authors of "The Index of Economic Freedom" use the indices of the relation between the state expenditures and revenues on the one hand and the GDP on the other (O'Driscoll et al. 2000), Many researchers use the indicator of tax burden as an indicator of the degree of statisation of the economy. According to some authors, this role can be acquired by the share of cash in M2 (money supply) acting as an indicator of the ability of the state to guarantee the implementation of contracts (Clague et al.)
. It is important that all these indicators have a synthetic character because they include a number of non-institutional components which can also reflect political processes.

Nevertheless, most of such works deal with the formation of economic institutions, while out object is to investigate economic and political interactions. Therefore, from the standpoint of our analysis, most interesting is the work devoted at first sight to the analysis of a rather local problems: the factors influencing the actions of the authorities aimed at coping with crop failures in various states of India. In the model constructed by T. Bessley and R. Burgess, the role of the explained   variable is played by the expenditures incurred by the budgets of the states in order to ease the consequences of crop failures, and the role of the explanatory variable - by various indicators including the amount of circulation of independent newspapers (Besley, Burgess).

At the same time, our study has a more serious objective - to analyse the political factors of a rather complex phenomenon, that is economic growth which depends on a wide variety of phenomena of social life. We still have to find the indicators most minutely characterizing the political (or, better say, political-and-legal) processes taking place in this country and its regions. And undoubtedly, there will be a certain multitude of such indicators. There is no point in trying to find a single universal indicator characterizing the whole set of political processes. Despite the fact that such attempts have been made
, the importance of the acquired indicators turns out to be very limited in practical terms - either in time or in space. For certain countries and for certain periods of the economic-and-political process, some synthetic political indicators can be found, but as soon as the political situation in a country changes, they can no longer play this role
. Therefore, it would be expedient for us to use a number of indicators in order to conduct a quantitative analysis and to obtain a characteristic of the political situation in its relation with the degree of economic development of a certain country.
.

A single variable cannot completely operationalize the concept it represents. It does not reflect all the meanings of the concept, and its application can produce a distorted notion of the actual interrelations. Politological concepts are multidimensional because each of them usually contains several aspects or components. It is precisely this fact that makes them "abstract" and rather resistant as regards any unambiguous interpretation. Accordingly, the criteria of definition of these concepts introduced for the purpose of a quantitative analysis must reflect their multidimensional nature.

Ambiguity and vagueness of many political indicators result in the fact that the latter frequently become internally interrelated, and therefore cannot pass the multicollinearity test. This should also be taken into consideration when developing the methods of their quantitative analysis.

Thus, the sufficiently general concepts of political (and legal) process are better to be presented as combinations of the revealed categories. Therefore, the methods of factor analysis, and namely the major components method, as we believe, are best suited to solving the problems confronting us.

The explanatory and explained variable
It is possible to single out the following political problems in principle capable of influencing economic growth. Most generally, we must consider two problems. On the one hand, it is the role of democratic institutions and the economic development of contemporary Russia. On the other hand, it is the stability  of the political situation, reliability and predictability of the institutional system.

In principle, there exist quite a lot of corresponding indicators. For the purpose of analysis they can be assembled into five groups.

The first group combines the indicators characterizing personal security. Undoubtedly, this is the major problem forming the basis of any decisions on the suitability of any business activity. It is common knowledge that it is the guarantees of personal security reflected in the Habeas Corpus Act that had formed the foundation for the  business environment which subsequently resulted in the beginning of the industrial revolution and converted Great Britain into one of the most highly developed powers of the world.

The problem of personal security is of the highest priority even in comparison with the problem of safety of property. In this respect, it is appropriate to cite a curious dialogue between a lawyer and a businessman which took place somewhere in Soviet Russia in the year 1921 and regarded the publication of a degree issued by the Bolshevic government as a guarantee of inviolability of bank deposits. "Will the bourgeoisie bring their money to the banks now?" - we asked one of the Russian bourgeois... And he answered: "Inviolability of deposits? And where is the inviolability of depositors? Nobody will bring" (Chlenov 1921, p. 27).

Naturally, this problem is extremely acute in the post-communist countries as well. “…There exists a road to an efficient economy which is not noticed by many. An opinion was frequently expressed that protection of personal rights desirable from the standpoint of morality is not so much a source of economic development as an obstacle on its way, being a luxury which can be afforded by prosperous countries but not the cause of their prosperity. But this opinion is erroneous. It is not by chance that it is in the prosperous countries that the institutions guaranteeing the al-embracing personal rights do exist”, wrote M. Olson in the early 1990s (1994, p. 121) analyzing not yet the lessons but the prospects of post-communist transformation. It would 'be incorrect to affirm that weak guarantees of personal security represent an insurpassable obstacle for business activity. Business is capable of breaking through practically in any conditions. Nevertheless, the quality of such business and its ability to ensure a high and stable rate of legal economic growth in the contemporary world raise serious doubts. 

This group is joined by a number of problems regarding the implementation of guarantees pertaining to the safety of property. Though we believe that this subject is better to be treated not as such but as a result of action of all the groups of socio-political problems which we shall address later.

The second group reflects the presence and reality of functioning of a democratic system of governance. Business wants to deal with an understandable, transparent and predictable system of decision making when the decisions would not depend on the whim of any individual ruler. Naturally, it would not be correct to assume that democracy is absolutely indispensable for economic growth; a number of examples of a feedback are also known. Nevertheless, in certain circumstances and in a certain stage of economic and cultural development of a given country, some direct influence of democratic processes on the economy can be very significant. Therefore, we should attempt to establish whether this influence is also substantial for contemporary Russia.

The category of indicators characterizing the development of democracy can be extended to cover the data on the development of institutions of civil society (including the activity of human-rights organizations), on the presence and activity of political parties and independent mass media. It is the existence of an independent civil society that represents one of the major factors providing the stability of functioning of a democratic system.

And here it becomes clear that the relation between the development of civil society and the state of affairs with civil rights does exist, and that this development is really a factor of any responsible economic policy. For example, the freedom of expression (the presence of independent mass media) is not only a major source of additional guarantees of personal immunity and private property but also one of the conditions guaranteeing the transparency of budgets and the decisions taken by the authorities as regards property, and the participation of the state in joint-stock companies, etc. 
.

The third group relates to the problems of stability of a political  system. Unlike the previous group, these indicators must reflect the stability of the existing regime irrespective of its character. The stability of the existing regime is also a factor of predictability of the future course of events.

The fourth group must characterize the ability of the state to guarantee the stability of a given economic system and first of all to guarantee the implementation of transactions. The focal point here is the provision of actual guarantees of property rights and the functioning of the legal and law-enforcing system (as regards the rule of law in economic matters).

The fifth group describes the state’s economic activity directly in the economic sphere. It deals with the efficiency of economy legislation, the depth of business-activity regulation on the part of various government bodies, the character of the tax system, etc. Such questions are very important, the experience indicates that their role is secondary in comparison with that of the general political factors.

All these groups and the corresponding indicators, by some means or other, characterize the level of transaction costs relating to the conduct of business in a given country (region). Transaction costs represent a most general characteristic of the efficiency of economic and political interactions, but for their realistic assessment one should need a group of indicators and not just one of them.

In the above-listed five groups, we should try to find some adequate quantitatively measurable indicators (either having an absolute value or logical) which could characterize the corresponding processes and phenomena with a sufficient degree of completeness. These indicators will play the role of independent (explanatory) variables in the course of construction of a model.

Unfortunately, for the afore-said reasons, it is practically impossible to put forward a list of indicators that could fully characterize the processes interesting to us. Some of the data desirable for our purposes have not been measured at all, while in other cases these data cannot be correlated throughout the regions. Therefore, we have to be content with those available indicators which at least to some extent permit to characterize all the above-listed groups of problems.

The first group is composed of variables permitting to assess the guarantees of personal immunity. In this case we should address the data of judicial statistics. According to the data of the Ministry of Justice of the RF, in the year 1999 for the crimes specified in Chapter 19 of the Criminal Code "Crimes against constitutional rights and human  and civil liberties" 1000 persons were convicted, the vast majority of them - for violation of the inviolability of dwellings and violation of job safety rules. For violation of the inviolability of private life, secrecy of correspondence, the right for freedom of worship, obstruction of public gathering and legal activity of journalists and refusals to deliver information to citizens, etc. just several scores of persons were convicted throughout the country (and nobody for the latter crime). There are some precedents of convictions in accordance with the Criminal Code's articles protecting personal immunity - for deliberately illegal arraignment and custody, for enforcement of depositions, for falsification of evidence, etc. But there were less than a hundred of such sentences during the whole year.

Such a scale of judicial activity aimed at protecting the major institution of the open society does not make it possible to use the acquired data as an ordinary variable measured by the population's size. Nevertheless, one could present the existing data as logical variables: for example, sentences in accordance with Article 19 - the absence of such sentences; sentences in accordance with the afore-said article of the Chapter "Crimes against the Law" - the absence of such court decisions. Unfortunately, the data of the Legal Department of the RF Supreme Court subdivided by the regions do not reflect the cases proceeding from the afore-said articles, while the data of the RF Ministry of Justice do not have any regional subdivision. This effectively depreciates the possibility to use the data of legal statistics.

The only data of this kind that can be included in the model are the number of complaints about illegal arrests and the number of positive court decisions (on changing the restrictive measures) taken in 1999 in response to such complaints. Their high values can signify both the existence of a relatively healthy situation (especially at the beginning of reforms when the norm is just coming into action and the investigation agencies are still not fully aware of the responsibility they face for choosing arrest as a restrictive measure) and the existence of an adverse situation (if after the lapse of some years the investigation agencies still do not accept the judicial control imposed on them and take a high number of deliberately dubious decisions).

Nevertheless, in the case of contemporary Russia, when a certain imported norm was introduced quite recently, the worst signal from the standpoint of guarantees of personal immunity is the absence or a negligible number of such complaints and positive decisions regarding them. Therefore, despite the deficiency we are ready to admit, it is all the same included in the model.

The second group is represented by the variables capable of characterizing the state of civil society in Russia. First of all, it is the state of public and political (non-government) organizations and the mass media. This information is generally available and can be represented by a considerable group of data.

First of all, it is necessary to consider the presence in a given region of human-rights organizations which have their own public reception rooms and web sites; the ability of human-rights organizations to win in lawsuits (at least in the role of consultants or as organizations providing a lawyer); and the presence in this region of a network of specialized  human-rights organizations.

The five following logical variables can characterize the state of independent mass media. They include: 

· the presence of non-communist mass media criticizing the regional authorities for an inefficient policy, violation of the law and non-observation of moral norms;

· the presence of mass media with the afore-said characteristics published in the region (broadcasting from the territory of the region);

· the presence of political mass media with foreign founders or constituting branches of foreign mass media.

· the presence of regional mass media regularly retransmitting the programmes of foreign mass media;

· the presence of mass media constituting branches of Moscow-based mass media or the presence in the region of a correspondent network of Moscow-based mass media.

The third group of variables must characterize the political stability in contemporary Russia. In this case our analysis is based on two indicators.

First, it is the existence of a conflict between the governor and the mayor of a corresponding regional center, representatives of the federal authorities, and big business. It is a very important indicator clarifying the character of the political system of a certain region. But it would be erroneous to make any unambiguous conclusions and to equate political stability with an absence of such conflicts. In the present stage of Russia's socio-economic transformation, conflicts between representatives of major groups of Influence are absolutely natural, and their open nature most likely demonstrates the ability of the elite to struggle in a civilized (transparent) way. This is especially true in the case of conflicts between the governors and the mayors of large cities, the conflicts which exert a certain stabilizing influence on the political process making the objective contradictions transparent both for the citizens and the federal authorities 
.

Second, it is the stability of governors' authority as such, that is the indicators pertaining to the replacement of the heads of RF subjects in the years 1992-2000. The practice of the past decade indicates that in the vast majority of cases a long-term staying in office makes the policy pursued by the "first persons" more stable and predictable. This policy is not always efficient (its assessment will be given later in the fifth group of indicators), but its predictability is extremely important for economic actors in the process of decision making. Also, staying in office generally conduces to a certain "economic rationalization" of the activity carried out by any top official - both due to the accumulation of practical experience and to the process of transformation of "wandering bandits" into "stationary" ones.

The fourth group of indicators is represented by the data characterizing the quality and efficiency of the law enforcing system of a given region and the quality of work of investigation agencies (and to a certain extent even the courts). This problem is vital in all post-communist countries and especially in Russia where the absence of mature traditions and, correspondingly, of any reliable system of law enforcement plays a more important role than the state of the state of the legislative basis. These data are also the major indicators of the level of transaction costs. The state of the law-enforcement system also partly characterizes the situation with individual rights (personal immunity), because the information presented in the first group of variables turns out to be clearly insufficient.

This group also comprises such data as the number of cases sent to re-investigation (in proportion to the size of the population), the share of sentences of raion courts repealed by the courts of appeal for criminal and civic suits, and the number of sentences repealed in view of the unjustified character of the convictions (also in proportion to the size of the population).

Nevertheless, it is clear that the demarcation line between this group and the first one is rather abstract.

Finally, the fifth group of indicators reflects the character of the economic policy pursued by regional authorities. Here one could use a number of logical variables reflecting the specific features of a corresponding regional economic law. Especially important are the variables reflecting the existence of anti-constitutional bans or restrictions curbing the transfer of goods throughout the territory of the country and similar restrictions imposed on the freedom of price formation (which in fact restricts the right of private property).

Our work makes use of the following variables reflecting the policy of regional authorities:

- restriction of trade allowances and the levels of profitability;

- the normative acts envisaging some fixing of prices in the territory of a given region - both the existing and the ones abrogated in accordance with the protests lodged by the prosecution;

- the normative requirements of a preliminary agreement on prices with the consumers or the administrative bodies, or the presence of any other similar procedures;

- the existence of any bans or other administrative restrictions imposed on export of goods to other regions;

- the presence of five or more normative acts regulating prices in the territory of a given region.

Apart from this, a number of variables reflect the system of tax rebates in any region. They include:

- the presence of a regional law on the procedure of granting tax rebates;

- the presence of individual benefits stipulated by  a corresponding decision of the executive authorities} the presence of group benefits envisaged by the law;

- the presence of group benefits envisaged by a decision of the executive authorities. 

The choice of an explained variable for the purpose of economic-and-political analysis also involves a lot of difficulties. It is evident that in the case of our analysis, it is necessary to find an indicator adequately reflecting the economic activity in a given region. Theoretically, there is a multitude of such indicators, but it is rather seldom that they can be unambiguously interpreted, not to mention the unreliability of any indices of regional statistics.

The most natural criterion is the gross regional product per capita. Nevertheless, this also involves a number of serious problems: the data on the per-capita GRP exist only from the year 1994 onwards, and they are published with a delay of one or two years, and what is more, these data are very unreliable. The fact that the official statistics of the GRP is published only in current prices, creates additional difficulties to any correlation within the framework of a single model. The use of the data of per-capita GRP standardized by the subsistence minimum of a corresponding region only increases the error (because of the unreliability of the latter indicator). Thus, despite the apparent contextual advantages of the GRP index as the main measurement of economic growth, it was not used in this work. Our attempt to resort to an average index for the years 1995-1998 is also vulnerable to criticism. First, because of the use of the same standardization by the subsistence level. Second, because the "smoothing" of the problem of a low year-to-year comparability is achieved at the expense (if not the lose) of quality of the dynamic picture.

Apart from the afore-mentioned indicator, the role of the explained variable is played in our work by the data on foreign investments and on the increase in the number of cars per 1000 inhabitants. Both indicators clearly reflect the presence or absence of economic growth. The first of them characterizes the dynamics of the major factor of economic growth. The second one reflects the increase in well-being of the population as a result of economic growth. Naturally, these indicators are not all-embracing. Nevertheless, they are much more reliable and comparable in time and space than the GRP statistics
. Thus, the authors of the present work when choosing an explained variable prefer the reliability of indicators to their completeness.

4. Quantitative interrelations and their interpretation 

As it has been already mentioned above, the independent variables used in the analysis are inter-correlated with one another. For example a relation is evident between the presence of independent mass media, the activity of human-rights organizations and a number of indicators of judicial statistics (dealing with the protection of individual and property rights). In order to solve the problem of multicollinearity and the decrease in the number of explanatory variables, the methods of singling out the major components is used.

Table 1. The major components and the matrix of their weighting coefficients.

	 
	Component

	 
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	Existing mass media (published in - or broadcasted from the territory of a given region)
	0.874
	0.202
	 
	-0.173
	0.170
	 
	 
	 
	 
	 

	The presence of non-communist mass media criticizing the regional authorities and the authorities of large cities
	0.814
	0.120
	 
	 
	0.147
	 
	0.124
	0.210
	 
	 

	The presence of political mass media with foreign founders, or those being a branch of foreign mass media
	0.719
	 
	-0.397
	 
	 
	 
	 
	-0.293
	 
	 

	The presence in a given region of human-rights organizations having public reception-rooms and/or web cites*
	0.234
	0.777
	 
	 
	 
	 
	-0.176
	-0.112
	-0.221
	 

	The presence of a network of specialized human-rights organizations
	 
	0.764
	-0.102
	 
	0.110
	 
	0.137
	 
	 
	0.231

	The presence of victories in law-suits
	0.239
	0.691
	 
	 
	 
	 
	0.171
	 
	-0.231
	-0.155

	Group benefits envisaged by the law
	-0.200
	0.558
	-0.122
	0.150
	 
	0.154
	-0.217
	 
	0.345
	-0.323

	The share of sentences of raion courts repealed by the courts of appeal for criminal law-suits
	-0.112
	-0.100
	0.736
	 
	-0.228
	-0.144
	 
	0.110
	0.216
	 

	The presence of mass media constituting branches of Moscow-based mass media, the presence of a correspondent network of Moscow-based mass media
	-0.185
	0.301
	-0.711
	 
	0.124
	 
	0.183
	0.171
	 
	0.148

	The presence of local mass media regularly re-transmitting broadcasts of foreign mass media
	0.421
	 
	-0.642
	 
	 
	 
	 
	 
	 
	 

	Restrictions of trade allowances, the levels of profitability, etc. 
	 
	0.115
	0.564
	 
	0.318
	0.167
	 
	-0.193
	-0.183
	 

	The number of complaints regarding arrests, of them satisfied
	-0.125
	 
	 
	0.893
	 
	 
	 
	 
	 
	 

	The number of complaints regarding arrests
	-0.136
	0.100
	 
	0.877
	 
	 
	 
	 
	0.141
	 

	The share of repealed decisions on civic law-suits taken by raion courts
	-0.266
	-0.122
	0.264
	-0.448
	-0.114
	 
	0.366
	0.175
	0.213
	 

	Political development of a given region, the presence (1) of conflicts between the governor, the mayor and big businesses
	0.108
	 
	-0.136
	-0.113
	0.727
	-0.185
	0.323
	 
	0.140
	 

	The stability (1) (instability (-1)) of the governor
	-0.277
	 
	 
	 
	-0.703
	-0.183
	0.112
	-0.112
	 
	0.154

	Bans and other administrative restrictions imposed on export of products to other regions
	 
	0.139
	0.145
	 
	0.591
	 
	-0.133
	 
	-0.239
	 

	 The normative acts both existing in the territory of a given region and abrogated in accordance with the protest of the procession: fixing of prices
	-0.153
	0.171
	-0.162
	 
	0.423
	 
	-0.361
	-0.112
	 
	0.252

	Individual benefits prescribed by the law
	 
	0.145
	0.258
	 
	 
	0.740
	0.233
	0.148
	 
	 

	The number of decisions to re-investigate the cases
	 
	 
	0.352
	 
	 
	-0.670
	0.107
	-0.151
	 
	0.157

	Preliminary “coordination of prices with the consumer” or with the government bodies, or any other individual procedures
	0.241
	-0.312
	0.192
	0.146
	 
	0.398
	-0.207
	-0.343
	-0.120
	0.101

	The presence of a regional law on the procedure of granting tax rebates
	0.161
	0.174
	 
	-0.114
	 
	0.131
	0.640
	-0.134
	 
	0.127

	Five or more normative acts regulating prices in the territory of a given region
	 
	0.152
	0.290
	-0.332
	 
	0.179
	-0.547
	0.310
	 
	0.250

	Complaints about the unjustified actions of the collegiate government bodies and public organizations
	 
	 
	 
	 
	 
	0.195
	-0.151
	0.796
	 
	 

	The number of sentences repealed on the grounds of an unjustified conviction, 1998-99
	0.219
	-0.238
	 
	0.243
	 
	 
	 
	 
	0.757
	 

	Individual tax rebates introduced by the decisions of the executive authorities
	-0.170
	 
	 
	-0.360
	-0.133
	0.387
	0.128
	-0.356
	0.460
	0.252

	Group tax rebates introduced by the decisions of the executive authorities
	 
	 
	-0.117
	 
	 
	 
	 
	 
	 
	0.863


Note: the amount of weights by each of the components is not equal "1" because of the rotation of the matrix of factor loads conducted for the purpose of better interpretation of the components.

Table 2. The results of regressional analysis (the development of indicators of economic dynamics on major components)

	#
	Dependent variable
	Coefficients at major components (factors) included in the model
	Corresponding t-statistics
	R2

	1.
	Foreign investments, 1998
	-4*10-5 at the third; -6*10-5 at the fifth
	-2.843;

-3.579
	0.201

	2.
	Relative growth in the number of cars per 1000 inhabitants
	9.05 at the second; – 14.33 at the third; 12.83 at the tenth; 48.18 at the dummy (the presence of the border with Poland, Belarus’ or Japan - across the sea)
	2.105 ; -3.357; 3.025; 3.021
	0.288

	3.
	GRP per capita (standardized by the subsistence minimum), on the average, 1995-1998


	4.42 at the second factor; -3.42 at the third; 
	3.353; 

-2.589
	0.175


It is easy to notice that the majority of the acquired components (Table 1) can be interpreted with sufficient clarity. During the formation of the resultant model where the role of explanatory components is played by the major components themselves, only four of then - the second, third, fifth and tenth - turn out to be important for the assessment of the economic situation in a corresponding region (Table 2).

At the same time, for a number of reasons, the three other components, and primarily the first component (reflecting the role of independent mass media as the most developed though the most vulnerable component of civil society) and also the fourth one can be considered sufficiently important as well. Let us consider them in more detail. 

To begin with, it is apparent that the first component is capable of reflecting the major share of variation of the starting factors. The fact that the first and the fourth components have not significantly influenced the dependent variable can be explained by the afore-noted "insufficient" complexity    of the dependent variables rather than by their low importance. And finally, it might be well to point out the strong relation between the conditions for a stable economic growth and the indicators of the actual existence of the freedom of expression in a given region. The support provided by the freedom of mass media to all the basic rights (including personal immunity, the inviolability of property, the right for legal protection in the broad sense) can easily explain the rationality of the activity of regional business in the regions where the press is strong and free.

The fourth component comprising a number of indicators of judicial statistics reflecting, to a certain extent, the guarantees of personal immunity 
, is clearly in need of being "augmented" by new data (block variables) in connection with the afore-said problems of data acquisition. Nevertheless, their essential importance also seems to be apparent
.

The second component characterizes the activity of human-rights organizations. In our models, it is this very component that characterizes the role of civil society. It has a substantial and positive influence on economic development.

The third component has a complex character and cannot be unambiguously interpreted. It includes three essential groups of elements:

· indicators characterizing the independence of mass media. They are included in the major component with a negative sign, but bearing in mind that the third component of all the three equations has a negative sign, the role of independence of mass media exerts a positive influence on the dynamics of economic processes;

· a restriction of trade allowances and the levels of profitability which has a positive sign in the major component, and therefore negatively influences the parameters of economic development; 

· repealing of court verdicts by the courts of appeal also exerts in this model a negative influence on economic growth, which is also clearly understandable if it indicates a low efficiency of the judicial system existing in a given region.
The fifth component combines two different groups of problems. On the one hand, it is the political situation in a given region. On the other hand, it is the important elements of the economic policy pursued by the regional authorities - the administrative restrictions regarding the movement of goods and the attempts of the regional authorities to fix prices. It leads to a number of conclusions:

· the existence of anticonstitutional restrictions imposed on the movement of goods and the attempts to fix prices have a negative effect on foreign investments; 

· the stability of political authority as regards a long-term staying in office of a given administration is a positive factor from the point of view of the investors;

·  any conflicts between the main actors of economic and political life have a negative effect on the investment attractiveness of a given region.

The latter conclusion is quite obvious, though it was not so at the starting point of the analysis. As noted above, the existence of such conflicts makes the situation more transparent. Nevertheless, as seen from the achieved results, after all it is the real stability of political life of a given region and not the general mechanisms guaranteeing this stability that is more important for the investors. The absence of conflicts turns out to be more vital than the transparency achieved through conflicts.

The tenth component characterizes two different phenomena: the situation with protection of individual rights and the specific features of the existing economic policy (the presence of individual tax rebates established by the executive authorities’ decisions). The positive role of the indicator demonstrating the efficiency of the judicial system is natural. Nevertheless, the positive influence of individual tax rebates quite understandable from the standpoint of common sense cannot be easily interpreted on the national scale when individual benefits represent a potent means of restriction as regards the normal business activity.

As seen from Table 2, the set of variables put forward by us to characterize the institutional (and first of all political) specific features of the regions makes it possible to interpret between 10 and 20 per cent of variation of the variables influencing the level of economic development and the dynamics of economic growth, and to do so with a sufficiently high degree of reliability (in the 95-per-cent interval, and in the 99-percent interval in some models).

A relatively low and yet statistically reliable R2 can be considered a rather acceptable result, bearing in mind a higher importance of the federal-level institutions (basic legislation, the judicial system and law enforcing agencies) as regards the observation of guarantees of the basic rights. But the main reason for not choosing the factors increasing the explanatory capabilities of the model is our orientation to the maximum possible emphasizing of the importance of purely institutional factors.

In principle, the explanatory capability can be increased to the values close to "1" by introducing more complex explanatory variables (such as the electoral statistics - the survey data reflecting the ability of the population to adapt to market conditions, and the variables including dummies - the variables for the accounting of a large number of factors dealing with the initial level of various resources possessed by a given region). But in this case we should lose the ability to test the basic hypothesis, and it would become impossible to separate from the mass of factors considerably different by nature (institutions and human assets, fixed assets and mineral reserves) any specific factors and to assess their importance. In the extreme variant, this approach becomes a truism: "the results of economic development are determined by the whole amount of operative factors".

The estimated values of the explained variables acquired by the means of regressional relationships can be tentatively considered as a rating of quality of the institutions existing in a given region. When the explanatory capability of the model is less than 50%, this cannot be anything else  but a curious illustration.

*          *            *


First of all, we can make a number of general conclusions. In the course of our research it has become possible to reveal a quantitatively important relationship between the legal and political institutions on the one hand and economic growth on the other. It turns out that the variables dealing with the guarantees of basic rights (personal immunity, freedom of expression and private property) are substantially more important that the quality of civil proceedings, tax system and political stability in a given region (notwithstanding the indisputable importance of the latter).

Nevertheless, this conclusion can be of no universal importance (with the exception of the assumption that such basic institutions as personal immunity are really important). The political stability and predictability of the authorities’ actions have been a crucial factor since the emergence of the very phenomenon of stable economic growth in the eighteenth century. At the same time, democracy, as everybody knows, is not an indispensable precondition of growth, because rapid economic growth can easily become (and frequently becomes) a phenomenon of authoritarian regimes.

Our conclusion is applicable, first of all, to the development of the Russia of the existing level of economic and social development. In other words, to the development of an industrial country undergoing post-communist transformation. The ongoing Russian transformations seen in the global context represent a break-through into post-industrial society, the development of which proceeds hand in hand with the establishment and strengthening of democracy. Thus, our conclusion, while not being universal, is in good agreement with the logic of development of the given country at the given time.

Apparently, this conclusion made on the regional material can be extended to cover the character of development of the whole country.
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� Geographical situation can be considered as one of the aspects of natural resources, which is especially important in Russia's case where regions significantly differ from one another by this very parameter. While analysing this factor, it is easy to notice that the Federation's subjects objectively most favourably located in terms of geography, are not necessarily most successful (Russia and the WTO).


� This approach was repeatedly used by us in order to study the interrelations between the political and economic processes in post-communist Russia (Gambarian, Mau 1997).





� Most prominent among the investigations of this kind are the works of the Heritage Foundation and the GATO Institute devoted to the construction of indices of economic freedom (see, e.g., Gwartney et al. 1996; O’Driscoll et al. 2000, as well as various methodologies of the assessment of investment risks.





� For example, according to the index of economic freedom for the year 2000 (.Index of Economic Freedom 2000, Gerald P. O'Driscoll, Jr., Kim R. Holmes & Melanie Kirkpatrick, the Heritage Foundation, The  Wall Street Journal, 2000), Burma has a moderate index in the category "legal order" despite the fact that even the elementary legal norms necessary for a stable conduct of affairs -  personal immunity, the right for judicial protection and even the very right for life - are not guaranteed in this country, while the private-property right is considerably restricted by the arbitrary rule of the left-leaning and radical military government). It is also doubtful that according to the assessment of the European Bank for Reconstruction and Development based on standardized  surveys of entepreneurs' opinions, Uzbekistan in a number of cases (Transition Report 1999. Ten Tears of Transition, EBRD, 1999 pp.116-117) has better results in the category "Quality of Governance" which includes the assessment of obstacles to business and the assessment of legal order, crime and macroeconomic indicators, than Poland, Czechia, Lithuania and Slovakia (the afore-said does not reduce the value of such surveys but makes it necessary to interpret their results more cautiously).


On the other hand, if the term "legal order" implies a low level of street crime and especially the level of officially registered street crime with a correction for the information backdrop (reflection, exaggeration or underestimation of certain facts of organized or street crime), the level of legal order in authoritarian states can be assessed as sufficiently high. Nevertheless, such an approach while being understandable (especially with regard to subjective opinions expressed by the people who are under the pressure of collective myths, prejudices or simply under threat of punishment for excessive frankness) still cannot be considered not only accurate but even more or less acceptable in assessing the situation in the majority of countries.


� Logical variables assume three values in our work; "1" - given the existence of a certain phenomenon (institution)) "-1" - in its absence or in the presence of serious reasons to equate the absence of the corresponding information with the absence of the institution as such; "0" - when it is impossible to verify the presence or absence of a given institution in a given region.


� The share of cash in M2, according to the supporters of this indicator, reflects the share of self-executing transactions (e.g., purchasing of goods in a shop, or a ticket in a bus), while the reverse indicator (the share of bank money) reflects the role of "contract-intensive" transactions (that is, transactions certified by a written contract, as a rule suggesting clearing settlements via the banks). It is assumed that the higher is the share of "contract-intensive" transactions, the higher is the assessment given by the transactors as regards the ability of the state to guarantee the implementation of contracts.


� One of the proposed synthetic indicators was the share of cash in the amount of M2 money supply suggested to play the role of an indicator of the state’s ability to guarantee the implementation of contracts (see above: Clague et al.). Nevertheless, the authors have not considered this Indicator to be universal; in their case it rather played the role of a synthetic indicator.


 


� Thus, at the first stage of post-communist reforms, the index of inflation is in essence a synthetic political indicator characterizing the balance of forces as regards the major groups of socio-political interests - inflationists and antiinflationists, thus being an indicator of the state's ability to control and    guarantee the stability of economic and political processes, and also an indicator of the security of property rights. It was especially true in Russia's case, where the first stage of post-communist transformation was relatively long (1992-1999), while the reverse side of the weakness of the state authorities manifested itself in the sharp increase in the influence exerted by the groups of interests on the adoption of political decisions (for more detail, see: Starodubovskaia, Mau 2001), Inflation plays a similar role in other situations of prolonged (lasting for many years) inflation, including the "weak dictator" situation (Alesina 1992, Burdekin and Burkett 1996). Naturally, as soon as this period is over, the index of inflation can no longer play the role of a synthetic political indicator.


� As regards the quantitative analysis of political processes, it was demonstrated, in particular, by G.B. Mannheim and R.C.Rich. They emphasized that the mathematical means necessary for an analysis of political phenomena must be more diverse (Politologiia. Metody issledovaniia” Per. c angl., / predisl, A.K.Sokolova. - Moscow: "Ves’ Mir", 1997) (Politology. Methods of Research) and more sophisticated than those which are used at the present time.





� In Russia, this interrelation manifested itself especially clear and convincingly during the existence of the leftist government headed by E. Primakov. The cabinet which included a number of prominent figures from the ranks of the Communist Party, from the very beginning was determined to take some openly populistic measures that would have inevitably led to a complete collapse of the financial system and to hyperinflation. Any criticism on the part of political opponents was ignored by the new government, because the results of their economic management were considered by the leftists as catastrophic. Nevertheless, the intentions of the cabinet soon became a  subject of a detailed discussion in the mass media, and the experts did their best to minutely explain the fatal character of the measures envisaged by the initial plans of the leftists (as regards not only the country in general but also the government itself). The macroeconomic course was then revised in a most radical fashion, and E. Primakov made a number of responsible and painful decisions resulting in a financial stabilization and the beginning of economic growth.





� For more detail, see: Mau 1998.


� Just a few people use cars without license plates, while foreign investments are reflected in the official statistics with much lesser distortions than native.





� It includes the weighty indicators of the quantity and proportion of satisfied complaints about unjustified arrests. In a country with a rather low quality of work on the part of law enforcing agencies (police, public prosecution) and hard condition of preliminary detention this factor represents an important parameter of observation of individual rights (personal immunity) and of the presence of effective methods of protection of persons by judiciary means. 


� Thus, there is a point to continue to collect data on the corresponding first and fourth components of the block variables, while the hope for constructing some new variants of the model in the future (through the use of other explained variables such as the refined GRP indices) does not look unfounded. 





