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04:
Improving the
business environment
in Russia’s regions
Russia’s regions vary significantly in
terms of the quality of the business
environment. This partly reflects
differences in regulation at the regional
and municipal level and partly reflects
differences in the effectiveness of the
implementation of federal reforms.
Neighbouring regions often have very
different profiles in terms of the aspects
of the business environment that most
constrain firms’ growth. Consequently,
regional priorities can be expected
to differ when it comes to creating
a more favourable business climate.
Research shows that the federal efforts
to improve the business environment
will depend in part on the transparency
of regional government.

key facts:

37

Russian regions
covered in the
BEEPS Survey,
2011-12

4,000+

manufacturing
and service
sector firms
surveyed in
BEEPS

20%

share of GDP
spent by regional
and local
governments
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Chart 4.1
Variation in regional performance
for four Doing Business indicators
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The previous chapter highlighted the key role played by the
quality of the business environment as regards diversification, in
terms of both underlying regulations and their implementation
as experienced by a typical firm in the economy. While we often
think of the business environment as being a characteristic of a
given country (as reflected, for example, in that country’s Doing
Business ranking), many aspects of the business environment
depend not only on the regional or local implementation of
national regulations, but also, in many cases, on regulations
established (and, of course, implemented) at the regional or
local level. Thus, the business environment can be expected
to vary significantly within a country. For example, it is usually
local bureaucrats who handle construction permits and issues
relating to access to land, often in accordance with cityspecific or region-specific procedures. Furthermore, regional
and municipal governments account for approximately half of
consolidated government spending in Russia – equivalent to
around 20 per cent of gross domestic product (GDP). They have
primary responsibility for key public services, including social
and health services, primary and secondary education, and a
substantial proportion of higher education. Moreover, business
permits and licences are governed, in part, by federal legislation,
but are usually administered by regional authorities.
Other areas (such as tax administration, law and order,
customs, supervision of financial institutions and competition
policy) are governed by federal regulations and overseen by
federal agencies. However, even these regulations are enforced
in a fairly decentralised manner, which may ultimately lead
to regional variation in terms of the quality of the business
environment. For example, Russia’s competition authority, the
Federal Anti-Monopoly Service (FAS), has an office in each of
Russia’s 83 regions and employs around four times as many
people in the regional offices as it does in its central office in
Moscow. Employees in the various regions are recruited and
paid centrally, but have substantial autonomy when it comes
to decision-making. Indeed, most individual cases are handled
by the regional offices. Moreover, the central headquarters
cannot overturn the decisions of the regional offices, except in
cases relating to the imposition of administrative fines. Other
decisions by regional offices can only be overturned in court.
Given this set-up, the FAS invests substantial resources in
the training of regional employees and the establishment of
performance‑related incentives. Other federal agencies have
similar set-ups, with units in each region.

Mordovia

1. Regional variation in the business environment:
survey-based evidence

Recognising this, assessments of the business environment
have placed increasing emphasis on regional variation. In 2009
the World Bank conducted its first Doing Business study at
the subnational level, surveying 10 cities in Russia. In 2012
the Doing Business Subnational survey was then extended to
cover 30 Russian cities. The survey covers the four areas where
region-specific regulations and practices matter most: starting
a business; dealing with construction permits; registering
property; and gaining access to electricity. (The last of those
was not included in the 2009 survey.)
These surveys document major differences between regions
in terms of the ease of doing business.1 Remarkably, with
the exception of Ulyanovsk, a medium-sized manufacturing
and university town on the banks of the Volga, which is the
top performer in the survey, no city scores well in all four
categories. In fact, almost every region features among the
top performers in one area, while being ranked poorly in other
areas (see Chart 4.1). For example, it may be relatively easy
to conduct business in Saransk in Mordovia, in Vladikavkaz
in North Ossetia, or in the Rostov Region, but it appears to be
fairly difficult to start a business there. All 10 cities covered
in both 2009 and 2012 have made some progress in terms
of handling construction permits and registering property, for
example by making available in one place all the information
required by businesses attempting to register property. This
can be attributed, in part, to the implementation of changes
to federal legislation. Moreover, seven of those cities have

North Ossetia

Improving the business
environment in
Russia’s regions

Ulyanovsk

42

■ Minimum ● Maximum
Source: World Bank (2012).
Note: The order of the regions is based on their ranking in the Doing Business report, with a triangle and
a square identifying the maximum and minimum rankings across the four areas (starting a business,
construction, registering property and electricity). Rankings are based on regulations in the regions’
administrative capitals, except in the case of the Khanty-Mansi Autonomous District (Surgut) and the
Leningrad Region (Vyborg).

1

World Bank (2012).
This survey was generously supported by the EBRD Shareholder Special Fund and Vnesheconombank and
was conducted in collaboration with the Centre for Economic and Financial Research (CEFIR) and Russia’s
Ministry of Economic Development.
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abolished between two and four procedures that needed to be
followed when starting a business, while the time required to
set up a firm has fallen by more than 12 days in Petrozavodsk in
Karelia, in Kazan in Tatarstan, and in St Petersburg.
Using a different methodology – based on the surveying
of businesses in numerous towns in each region, in addition
to the regional capitals – the latest round of the Business
Environment and Enterprise Performance Survey (BEEPS)
conducted by the EBRD and the World Bank provides a
broad platform for analysis of the business environment
in Russia’s various regions. The fifth round of that survey,
which was conducted in 2011-12, covered more than
4,000 manufacturing and service sector firms in Russia,
with respondents in all federal districts. For the first time,
the survey included representative samples for 37 of
Russia’s 83 regions.2 Some national-level results were
presented in the previous chapter.
One difficulty when it comes to assessing business
environments in different regions lies in the fact that
respondents to the survey may have different standards when
defining, for example, a “major obstacle” constraining their
business. To put it more crudely, firms may differ in terms of
their propensity to complain. In order to address this difficulty,
the analysis below uses the relative perceived severity of
constraints as a measure of the quality of various components
of the business environment (see also Box 4.1).3 For example,
if a firm complains less about business licences than it does
about all other factors, business licensing will be given a low
score, even if the firm regarded it as a “major obstacle”, since
other constraints were perceived to be even more severe.
Furthermore, the characteristics of individual firms
responding to the survey may affect their demand for certain
public goods and have an impact on the level of quality that
they expect from the business environment. For example,
firms that export their products are likely to regard customs
and export regulations as more of a constraint on their growth
than enterprises that are active only in the domestic market.
Similarly, fast-growing innovative firms may regard skills as
a bigger problem than stagnant firms producing a standard
product. Hence, a region with a large number of fast-growing
firms may complain more about a lack of skills than a more
backward region, despite the former actually having a
better supply of skills. To correct for this effect, the (relative)
severity scores are first regressed on a variety of firm-level
characteristics (including size, industry and export activity),
as well as individual characteristics of the manager who
responded to the survey (such as gender, tenure and position
within the firm). The residuals of these regressions are then
used to represent the quality of the business environment. They
reflect the business environment as perceived by a nationally
representative firm – a privately owned manufacturing firm with
around 20 employees which sells in the domestic market and is
led by a male chief executive officer who has been with the firm
for around six years.

As this type of analysis is based on the relative constraints
perceived by each firm, it cannot determine whether one region
is better than another as regards access to land, transportation
and so on. What it can do is indicate that access to land, for
example, is regarded by a representative firm as being much
more of a constraint in region X than in region Y, while in region
Y firms complain most about tax administration. In this case,
improving tax administration will be a policy priority in region
Y, but its quality cannot be compared directly with that seen in
region X. Likewise, improving access to land for firms in region
X could be associated with larger gains than tackling this
issue in region Y.
The 2012 BEEPS survey reveals substantial inter-regional
variation in terms of the quality of the business environment.
The differences are particularly large in the areas of
competition from the informal sector, access to physical
infrastructure, access to land and tax administration.4 Table
4.1 reports the three most binding constraints as perceived
by representative firms in each of the 37 regions. The regional
profiles that emerge are all highly individual. In fact, no region
replicates the top three constraints observed, on average, for
the country as a whole (namely corruption, access to finance
and skills).5 In some regions, firms complain about elements of
the business environment that do not, on average, rank highly
as constraints in the country as a whole. (These are located on
the right-hand side of the table, as constraints go from left to
right in descending order of importance.) For instance, in the
Primorsky Region access to land is the most binding constraint,
while it only features in the top three in two other regions (the
Krasnoyarsk Region and St Petersburg). Here, the results are
consistent with those of the 2008-09 survey, where access
to land was among the top constraints in the Primorsky and
Krasnoyarsk Regions, suggesting a persistent problem in terms
of the business environment.6 In areas such as St Petersburg,
the Leningrad Region and the Moscow Region, which have
recently attracted relatively large amounts of foreign direct
investment (FDI), widespread concerns about access to
land may, in part, reflect more binding constraints in terms
of physical supply.
By the same token, trade regulations and customs are
one of the key concerns of firms in the enclave of Kaliningrad,
but not in other regions. The only elements of the business
environment that do not appear to be among the most binding
constraints in any region are crime, business licences and
permits, and the work of the courts. The fact that business
licensing is not one of the key constraints is a positive sign,
suggesting that de-licensing reforms initiated more than a
decade ago are bearing fruit. The fact that courts are not
regarded as a constraint is perhaps unsurprising, given that
only a small percentage of firms in any given region have to go
to court to settle disputes.

This approach was developed by Carlin et al. (2010). For the application of this method to Russia’s
regions, see Isakova and Plekhanov (2011).
4
The statistical significance of inter-regional variation was assessed using F-tests on regional fixed effects
when regressing the relative severity of constraints on various firm-level characteristics (as discussed
above).

5

3

Tax rates are omitted from this table, as the provision of good infrastructure or law and order may require
high levels of taxation. Consequently, scores for tax rates are not meaningful on their own and can only be
interpreted in relation to scores for other types of obstacle. Political instability and labour regulations are
also omitted from this table, as they are determined mainly at the national level.
6
See Isakova and Plekhanov (2011) for a more detailed discussion of the regional results of the 2008-09
BEEPS survey.
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2. Regional business environment profiles

The survey suggests that neighbouring regions often have
very different profiles in terms of their business environments.
For example, in the Primorsky Region, where the Far Eastern
seaport of Vladivostok is located, firms perceive corruption,
competition from the informal sector and access to land to be
the most important obstacles to doing business. Furthermore,
firms in that area appear, on average, to complain more
about customs regulations and business licensing than firms
in the rest of Russia (see Chart 4.2). In conclusion, firms
operating in the Primorsky Region feel most constrained by
various regulatory issues and, related to that, the issue of

corruption. By contrast, infrastructure-related constraints
(such as electricity, transportation and telecommunications)
appear to be much less of a constraint than at the level of
Russia as a whole (with the corresponding bars lying below
the line in Chart 4.2).7 This represents progress relative to the
situation a few years ago, thanks to very significant investment
in infrastructure ahead of the meeting of the Asia‑Pacific
Economic Cooperation (APEC) forum in Vladivostok in
September 2012. These projects were financed predominantly
by means of the federal budget and involved the upgrading of
roads linking Vladivostok with other cities, city roads, airports,
ports and other key infrastructure.

Table 4.1
Top three constraints by region

Federal district Region

Corruption

Access to Workforce
finance
skills

Informal
sector

Transport Electricity

Tax
administration

Telecoms

Access to
land

Business
licensing

Trade
regulations
and
Crime
customs

Courts

Russia
Belgorod Region
Kaluga Region
Kursk Region
Lipetsk Region
Central

Moscow
Moscow Region
Smolensk Region
Tver Region
Voronezh Region
Yaroslavl Region
Khabarovsk Region

Far East

Primorsky Region
Sakha-Yakutia

North Caucasus Stavropol Region
Kaliningrad Region
North-West

Leningrad Region
Murmansk Region
St Petersburg
Irkutsk Region
Kemerovo Region

Siberia

Krasnoyarsk Region
Novosibirsk Region
Omsk Region
Tomsk Region
Krasnodar Region

South

Rostov Region
Volgograd Region

Urals

Chelyabinsk Region
Sverdlovsk Region
Bashkortostan
Kirov Region
Mordovia

Volga

Nizhny Novgorod Region
Perm Region
Samara Region
Tatarstan
Ulyanovsk Region

■ Highest score ■ Second-highest score ■ Third-highest score
Sources: BEEPS survey and authors’ calculations.

Tax rates, political instability and labour regulations are differentiated in Charts 4.2 to 4.5 because these
scores are either hard to interpret (see footnote 5 on tax rates, for example) or concern areas that are
mostly outside the control of the regions.
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Chart 4.2
Business environment profile for the Primorsky Region
Average relative constraint scores
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■ Primorsky Region ● Russia
Source: BEEPS survey and authors’ calculations.
Note: Higher values correspond to a more difficult business environment. Estimated for a hypothetical
“average” firm.

Chart 4.3
Business environment profile for the Khabarovsk Region
Average relative constraint scores
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By contrast, in the neighbouring Khabarovsk Region,
various aspects of infrastructure appear to constrain local
businesses most: transportation, access to electricity and
telecommunications. Indeed, this is the only region covered by
the BEEPS survey where the three infrastructure components
appear to be the three most binding constraints, echoing
a general view that poor infrastructure is holding back the
development of Russia’s Far East (Vladivostok post-APEC being
an exception in this respect).
This does not imply that the situation with regard, for example,
to business licensing is objectively better in the Khabarovsk
Region than in the Primorsky Region. Nor does it imply that the
work of customs in the Primorsky Region is objectively worse than
in Russia as a whole. However, it does suggest that, given other
constraints that businesses face and given the specifics of the
local economy, improving infrastructure in the Khabarovsk Region
and improving access to land in the Primorsky Region could be
regarded as policy priorities that are likely to yield substantial
benefits in terms of the growth of firms in these regions,
regardless of whether the situation in these areas is objectively
superior or inferior to those in most other regions.
Likewise, transport infrastructure is perceived to be a major
constraint in the Leningrad Region (see Chart 4.4). This should
not be viewed as an objective assessment of the quality of
infrastructure in the area around St Petersburg, as the region
scores fairly well on objective measures such as road density. The
results simply indicate that most surveyed firms in the Leningrad
Region tend to consider that a lack of transport infrastructure
is one of the problems that most constrain their growth. In the
light of this, addressing transport bottlenecks in this region is
likely to yield more significant benefits in terms of the growth of
businesses than efforts to upgrade transport networks in other
regions. These findings appear plausible, given that Russia’s
second-largest city did not have a ring road until a few years ago.
The expected completion of the Western Diameter and upgrades
to major roads leading north of the city towards the Finnish
border may further alleviate transport-related constraints on
firms’ operations.
In regions around Moscow (such as the Tver Region), workforce
skills are among the most binding constraints (see Chart 4.5).
This largely reflects the proximity of these regions to Moscow and
the impact that this megalopolis has on local labour markets and
is not necessarily a reflection of the objective quality of human
capital in these regions. One important exception is the Kaluga
Region, where (despite rapid growth) skills do not appear to be
more of a constraint than elsewhere in Russia. This may, in part,
reflect efforts made by local authorities to attract and retain
skilled labour and encourage training programmes in cooperation
with private-sector enterprises (particularly in the region’s
automotive cluster), as well as efforts to provide better social
services. Ultimately, all of these examples highlight the fact that
the business environment is an important public good and the
provision of public goods should respond to changes in demand
for them, which are often region-specific.

■ Khabarovsk Region ● Russia
Source: BEEPS survey and authors’ calculations.
Note: Higher values correspond to a more difficult business environment. Estimated for a hypothetical
“average” firm.
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3. Differences in attitudes to corruption

Chart 4.4
Business environment profile for the Leningrad Region
Average relative constraint scores
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■ Leningrad Region ● Russia
Source: BEEPS survey and authors’ calculations.
Note: Higher values correspond to a more difficult business environment. Estimated for a hypothetical
“average” firm.

Chart 4.5
Business environment profile for the Tver Region
Average relative constraint scores
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■ Tver Region ● Russia
Source: BEEPS survey and authors’ calculations.
Note: Higher values correspond to a more difficult business environment. Estimated for a hypothetical
“average” firm.

As corruption appears to be the most important country-wide
constraint on doing business in Russia once tax rates are
excluded, regional variation in perceptions of corruption deserve
special attention. In the examples above, corruption is perceived
to be less of a constraint in relative terms (that is to say, relative
to other aspects of the business environment) in the Khabarovsk
Region, while in St Petersburg, for example, firms complain much
more about corruption than they do in Russia as a whole.
Do these responses reflect differences in the level of
corruption in different regions relative to other problems that
firms face? Responses to questions regarding firms’ perception
of corruption are always difficult to interpret, largely because in
societies where corruption is pervasive, some people see it as
a major obstacle, while others see it as a practical solution to
problems stemming from overly complex regulations which are
costly – and sometimes virtually impossible – to comply with (the
“greasing the wheels” interpretation). Thus, firms may not regard
corruption as an obstacle, despite it being pervasive.
The fifth round of the BEEPS survey provides an interesting
way of looking at this issue from a regional perspective. All
respondents were asked to evaluate four different hypothetical
situations in four different towns. They were asked how much of
an obstacle corruption was in each of the towns. The questions
employed the standard five-point scale, where “0” indicates no
obstacle, while “4” indicates a severe obstacle.
In one town (“town 4”), it is very difficult to obtain a permit
without informal payments, but when a payment is made,
success is guaranteed. Tellingly, more than 40 per cent of
respondents did not view corruption as much of an obstacle
in this town, rating it as “no obstacle”, a “minor obstacle” or a
“moderate obstacle”. In another town (“town 3”), the situation is
similar, except that even making an informal payment does not
guarantee success. Even with respect to this town, almost onethird of respondents did not perceive corruption to be a major or
severe constraint. However, perhaps unsurprisingly, firms tended,
on average, to prefer the town with a clear link between payment
and success. Based on these answers, firms were regarded as
seeing corruption as a “solution” if: (i) they did not see it as a
major or severe obstacle in town 4; and (ii) they saw it as more of
an obstacle in town 3 (where success was uncertain) than in town
4 (where success was certain).
In another town (“town 2”), bribes are never taken and rules
are followed, although obtaining a permit may take a reasonably
long time. Remarkably, one-quarter of respondents saw civil
servants’ respect for the law as a major or severe constraint on
business in that town. In “town 1”, the situation is similar, but
informal payments could facilitate or speed up the award of a
permit, resulting in a two-speed system: one for those who pay
up; and another for those who do not. Given those scenarios,
respondents were classified as viewing corruption as a “problem”
if: (i) they did not view bureaucrats’ adherence to the law in the
non-corrupt town as a major or severe obstacle; (ii) they did not
regard the situations in town 4 (where corrupt payments were
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Chart 4.6
Firms’ attitudes to corruption
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Sources: BEEPS survey and authors' calculations.
Note: Regional averages on a scale of 0 to 1, where “0” indicates that corruption is seen as a solution,
while “1” indicates that corruption is seen as a problem.

Chart 4.7
Firms’ attitudes to corruption
and perceptions of corruption
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guaranteed to be successful) and town 1 (where there was a twospeed system) more favourably than the situation in town 2; and
(iii) they preferred the law-abiding town 2 to town 1’s two-speed
system and town 4’s guarantee of success for corrupt payments.
Because all three conditions needed to be satisfied at the same
time, firms that met these conditions took an unambiguously
negative view of corruption.
All in all, 14 per cent of firms tended to view corruption as
a problem on the basis of this definition (with their attitude to
corruption coded as “1”), while 19 per cent tended to view it
as a solution (with their attitude coded as “0”). The rest did not
express a strong view or viewed corruption as both a problem and
a solution, depending on the situation (with their attitude coded
as “½”). On the basis of this coding, Chart 4.6 plots the average
attitude to corruption in each region and in Russia as a whole.
On average, businesses tend, in most regions, to view
corruption as a solution, rather than a problem, at least in the
hypothetical situations described above. Indeed, there are a few
regions – the Novosibirsk, Kirov, Ulyanovsk, Murmansk, Irkutsk
and Omsk Regions – where that is the dominant view. There is
concern that, in this situation, both the poor institutions that
feed corruption and corrupt behaviour itself may become further
entrenched. A representative firm could encourage corruption as
a solution to a poor regulatory environment, which would, in turn,
result in poor regulation and associated rent-seeking becoming
more persistent. This would reassure firms that corruption was an
appropriate solution to their problems.
Interestingly, regions (such as St Petersburg and the Moscow
Region) where corruption is viewed predominantly as a problem
in these hypothetical cases also tend to be the ones where
firms view corruption as a much more serious obstacle to
their operations relative to other constraints (see Chart 4.7).
Corruption may appear to be more of a problem in these regions,
but it may also be less entrenched and easier to address by
means of gradual improvements in regulation and greater
transparency in government.
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Attitudes to corruption (solution vs problem)
Source: BEEPS survey and authors' calculations.
Note: Attitudes to corruption are on a scale of 0 to 1, where “0” indicates that corruption is seen as a
solution, while “1” indicates that corruption is seen as a problem. Corruption as an obstacle is reported
on a scale of 0 to 4, where “0” indicates that it is not an obstacle and “4” indicates that it is a severe
obstacle.

37

Russian regions covered in
the BEEPS Survey, 2011-12

4. Uneven implementation of liberalisation
reforms at regional level

The results of the BEEPS survey point to priority areas for
the reform of the business environment in each region. This
prompts the question of how local resistance to reforms can
be overcome, particularly when reforms are expensive and not
necessarily in the interests of local officials and politicians (in
areas such as corruption or tax administration, for example).
One answer is for reforms to take place as a result of a
“shock” to the local political system, such as the election
of an exceptionally reform-minded leader or a scandal that
galvanises public opinion. Another possibility is for reforms to
be initiated (and, if necessary, co-funded) by authorities at the
federal level as part of general efforts to promote deregulation.
These could lead to systematic improvements in the regional
business environment, so long as these are implemented at
the local level. This prompts a further, critical question: under

47

48

chapter 04 / Improving the business environment in Russia’s regions

which circumstances do federal reform initiatives produce the
intended outcomes in the regions?
To answer this question, one can examine the effect of several
laws passed between 2001 and 2004 aimed at reducing the
administrative burden on firms. These restricted the previously
unlimited inspection of businesses to one “regular” inspection
every two years and required that an official record be kept of any
violations discovered during inspections. Almost 150 business
activities became exempt from licensing requirements, lowering
the total number of licensed activities to just over 100. The laws
also introduced a notification-based (as opposed to permissionbased) approach to firm registration, whereby the local branch of
the tax office was designated to act as a “one-stop shop”.8
However, data from the Monitoring of Administrative Barriers
to Small Businesses (MABS) survey show that implementation
of these reforms across the country has been slow. This study,
which was first conducted by CEFIR in autumn 2002, surveys the
managers of 2,000 small firms in 20 different regions (one-fifth of
which are new start-ups). The results of the survey indicate that,
in practice, many firms are inspected more often than is legally
permitted. For example, firms report undergoing an average of
one sanitary inspection a year, instead of one every other year.
In addition, licences have continued to be granted for activities
that are no longer subject to licensing. As recently as 2009, more
than half of all licences obtained by firms were not legally required.
Furthermore, firms continue to be required to obtain authorisation
from various local government agencies in order to begin
operating, contrary to the “one-stop shop” provided for by federal
law. An average start-up has to visit two or three government
agencies in order to begin operating, instead of just one.
The situation has improved in all areas following the adoption
of those liberalisation laws, but these improvements have been
gradual. For example, an average start-up, which in 2006 still
had to visit two or three government agencies in order to register,
had to approach four agencies for approval prior to the reform.
An average firm held 1.2 licences issued without a clear legal
basis prior to the reform and 0.9 licences after the reform. Thus,
enforcement of those laws has been partial and slow.
There has also been a fair amount of inconsistency across the
various regions. Importantly, implementation of the reforms has
been significantly more effective in regions with more transparent
regional governments.9 For example, a region with stronger
institutions is 10 per cent more likely to achieve inspection
frequency targets laid down in legislation.10
Research shows that these differences in terms of the
enforcement of liberalisation reforms have translated into actual
economic outcomes. Indeed, less frequent inspections and more
streamlined registration procedures are associated with both
increased sales and significantly higher levels of employment
by small businesses. Sales growth attributable to liberalisation
varies by as much as nine percentage points, depending on
whether regions are characterised by strong institutions and
strict implementation of reforms or poor transparency in terms
of government. Furthermore, regions with better enforcement of

8
9

Shekhovtzov et al. (2005).
Yakovlev and Zhuravskaya (2011, 2012).
Yakovlev and Zhuravskaya (2012) derive this estimate by comparing a region that is ranked 4th out of 20
in terms of the transparency of government, has a high degree of internet penetration and finances a large
percentage of its regional expenditure by means of its own revenues (the Samara Region) with a region
that is ranked 17th out of 20 in terms of the transparency of government, has a low degree of internet
penetration and finances only a small percentage of regional government spending by means of its own

10

liberalisation reforms enjoy stronger growth in the percentage
of employment accounted for by small businesses, with
differences of up to 1.3 percentage points attributable to
liberalisation reforms.11
In conclusion, there is strong evidence that the
implementation of federal regulations has varied significantly
from region to region, that enforcement patterns can be
explained in part by the quality of regional institutions and the
transparency of government, and that differences in enforcement
have an impact on economic outcomes.

5. Policy implications

Improving the business environment in Russia’s regions remains
a major challenge, both with respect to regulation and other
competencies devolved to regional authorities and as regards
ensuring that federal reforms are implemented quickly and
efficiently across the various regions. This chapter points to a
number of tools and approaches that can help in this respect.
First, there are now a number of surveys assessing the
business environment in Russia at the regional level, looking at
a variety of aspects. These include the BEEPS survey conducted
by the EBRD and the World Bank in 2011-12, which covers a
representative sample of firms across 37 regions, the World
Bank’s 2012 Doing Business Subnational survey, which covers
30 cities, and a recently completed survey conducted in more
than 40 regions, which uses the methodology employed by
the World Economic Forum’s Global Competitiveness Index.
The results of those surveys can help to benchmark regions’
performance, identify constraints limiting firms’ growth at the
regional level, raise awareness of issues relating to regions’
business environments, facilitate exchanges of views between
the regions on the issue of best practice with a view to improving
their business environments, and ultimately promote constructive
inter-regional competition.
Second, on the basis of these benchmarks, federal authorities
could play a more active role in improving business environments
at the regional level. One promising initiative in this area involves
extending to the regional level the road maps developed by the
Agency for Strategic Initiatives and the Russian government
with a view to improving the business environment, which were
discussed briefly in the previous chapter. Such road maps could
encompass both common best practices, to which regions would

30

cities surveyed in the World
Bank’s 2012 Doing Business
Subnational survey
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revenues (the Amur Region). Regions are ranked in terms of the transparency of government by strana.ru,
an independent media agency, and Media Soyuz, an independent association of journalists.
Yakovlev and Zhuravskaya (2012).
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adhere, and region-specific benchmarks aimed at improving the
business environment in specific areas.
Lastly, it is essential to ensure that national reforms are
implemented effectively at the regional level. The enforcement
of such reforms could be facilitated by setting up feedback
mechanisms whereby the abuse of rules such as licensing
requirements could be reported without fear of retaliation by
regional and municipal authorities. Further steps could also be
taken to promote transparent governance in the regions and
ensure that local populations are better informed about regional
policies and their implementation. In addition, programmes
could be developed to improve civil servants’ awareness of the
laws and regulations in place, particularly with respect to permit
requirements and procedures. These could be modelled, in part,
on training programmes for regional staff run by the FAS, Russia’s
competition authority.

Box 4.1
The relative severity of constraints in the
business environment
One difficulty when interpreting firm-level scores collected in the
BEEPS survey lies in the fact that these may reflect differences in the
sensitivity with which firms report constraints on their business, rather
than actual differences in these constraints. To address this problem,
one can code the severity of constraints in terms of deviations from the
average severity of all constraints reported by a particular firm:12

s ij – s̄ j

Rij = -------------s̄
j

where i denotes an obstacle; j denotes a firm; s is the absolute severity
reported for an obstacle (on a scale of 0 to 4); and s̄ is the average
severity of all obstacles reported by firm j.
For example, suppose a firm reports access to land as a major
obstacle (3), access to electricity as a minor obstacle (1), and all other
obstacles as moderate (2). In this case, the average severity of all
obstacles evaluated by this firm is 2. The relative severity of access
to land is 0.5; for electricity, it is –0.5; and for all other aspects of the
business environment, it is 0. Suppose another firm ranks all obstacles
as severe (4), with the exception of access to land, which is considered
a major obstacle (3). In this case, the relative score for access to land
is negative at –0.23.
Both firms consider access to land to be a major constraint.
However, the first firm implicitly sees it as the largest constraint on
its activities (so addressing it could presumably be associated with
larger gains in terms of sales or profits), while the second firm sees it
as the smallest of the constraints that it faces (so addressing it will
presumably be associated with limited gains, unless other constraints
are also relaxed). From a policy perspective, if most firms in a given
region were of type 1, improving access to land would be a clear
priority. However, if most firms were of type 2, policy-makers should
perhaps focus on other issues for the time being. Relative scores help
to make this distinction clearer.

12

This approach was suggested by Carlin et al. (2010).
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