
Introduction 

Privatization is the logical reference point to be taken for the analysis of corporate management (control) and the general problems of transformation experienced by the property relations in an economy in transition, as well as for a comparison of Russian regions. The absolute argument in favour of this methodological approach is the very fact that it was mass privatization in Russia that conduced to the emergence of the corporate sector and to the development of a national model of corporate control and management. Accordingly, the approach of our research team consists in the notion that the process of privatization must be interpreted broadly - that is, not only as technical procedures accompanying assets sales (transfers) from the government sector to the private one, but a more fundamental process of creation of private property and formation of the institutional preconditions of further development of the market environment at the national and regional levels.

In this respect, the present project can be considered as a logical development of the subject-matter and methodology addressed at the first stage of research referred to as «Transformation of property relations; a comparative analysis of Russian regions and the general problems of development of a new system of property rights in Russia»
.

It should be noted that up to now no complex analysis of this problem has been conducted on the qualitative and empirical levels as regards the conditions existing in Russia and its regions. At the same time, there is a number of problems (relating to corporate control and management in an economy in transition) which have never been solved even on the theoretical level (the limitations on the use of general theoretical approaches in an analysis of the model of corporate management in economies in transition should also be taken into account).

First, there exist no general approaches even on the level of theoretic and applied discussion - it is sufficient to refer to just one specific though very revealing case. Thus, in the year 1999, Joseph Stiglitz noted the necessity to pay more attention to the role of insiders who could favorably influence the reduction of the chain of the agents’ relations in the context of the relations between property and management in economies in transition (Stiglitz, 1999). Also in 1999, the European Bank for Reconstruction and Development specified the necessity to struggle against "the interests of the entrenched insiders" as one of the principally important trends for the next ten years (EBRD, 1999).

Taken more loosely, the very issue of the economic nature of property rights transcends "pure theory" - recently it has been more and more frequently associated with some rather acute problems of economic policy including the policy of reforms in the countries with economies in transition. Thus, O. Williamson, in his recently published review of the new institutional theory (Williamson, 2000, p, 609-610) while noting the problems brought about by the Russian privatization associates the strategy of privatization, not completely successful in his opinion, with the adherence of those who have developed it to the Grossman-Hart-Moore theory of property rights.

Second, the structure of (corporate) property forming in Russia (as well as in other countries with economies in transition) still has an intermediate character, and all the conclusions as to its orientation towards a certain classical model (of the structure of ownership and corporate governance) must be somewhat revised.

Actually, at present, Russia formally has the components of all traditional models: a relatively dispersed property (but a non-liquid market and weak institutional investors), a clear and stable tendency toward a concentration of property and control (but in the absence of adequate financing and effective monitoring), some elements of crossholding, and the formation of complex corporate structures of various types (though in the absence of gravitation to any specific type).

Such a vagueness of the model also creates obvious problems as regards decision making in the sphere of law and the economic policy. For example, it is customary to assume that a high degree of transparency on the part of companies (disclosure of information) is usually achieved under the conditions of a broad shareholding basis (i.e., of low concentration). Based on the assumption that many stages of property redistribution in Russia would result in the emergence of highly concentrated property, any legal requirements (in their existing form and even more so - as they become more rigid) of information disclosure would be groundless. Moreover, these requirements are met with an extremely weak response even in their present form.

Third, the problem of affiliated relations and beneficial ownership is of principal importance. When the actual structure of property (control) and that of finance flows is taken into account as regards many of the largest Russian companies (see: Radygin, Sidorov, 2000), it would turn out that practically all initial data for empirical research - both in the sphere of property (including managers and outsiders) and the sphere of financial indicators of the activity of enterprises ~ would be open to question.

The property owned by managers poses a special problem. It is obvious that the share owned by directors as indicated in any surveys is far from real. The actual power wielded by company managers can be based on a relatively small parcel of shares (according to some estimates, frequently not exceeding 15%), though there exists a clear tendency towards maximization including that through affiliated structures. In this situation, any examination of various hypotheses of the managers' role as they were formulated in the now classical papers becomes difficult (for the "convergence hypothesis", see Jensen, Meckling 1976, and the "entrenchment hypothesis" -  Morck, Shleifer, Vishny 1988).

The afore-mentioned specific examples, in particular, point to the necessity to conduct a complex theoretical review of these problems in order to reveal the most substantial gaps and understudied applied aspects. 

The said requirement for a fundamental analysis of the existing theoretical approaches has predetermined the authors' considerable attention to this issue. The absence of such examinations in Russian literature ensures a self-sufficient importance of the obtained results.

Within the framework of the present research, a theoretical review of the problems of corporate governance was prepared. Consideration was given to certain formulations (definitions, general approaches, etc.), the problems of the interaction between corporate ownership and corporate management, the mechanisms of confrontation and cooperation within a corporation (special mechanisms of corporate governance as a complex hierarchical system of checks-and-balances).

The logic of research envisages - with regard to the achieved results - the need to further reveal the specific features of the formation of the corporate-governance model under the conditions of an economy in transition. Consideration is given to the general preconditions and typical features of development of a system of corporate governance under the specific conditions of an economy in transition, typical features of formation of the Russian model are analyzed.

The next logical step, and accordingly, the object of research are related to the specific features of Russia's regional development. Therefore, an important aspect of the present research is to investigate the regional specific features of the formation of the corporate-governance model in Russia (in the context of the system of the relationships "regional legislation - corporations" and the specific features of the property structure in corporations existing in various regions). The assessment of specific regional features of the formation of the corporate- governance system in Russia is based on the study of regional legislation and on an econometric analysis of the groups of enterprises from different regions.

In particular, the authors present an analysis of enforceable and legal enactments introduced by Russia's regions in the sphere of corporate legislation. Differences between federal and regional legislations are singled out, the distinctive characteristics of individual regions are pointed to.

The present research also contains a region-oriented examination of the influence exerted by different indicators characterizing a certain enterprise (for example, the distribution of corporate property of enterprises, the specific features of management, the presence of active assistance rendered to the enterprises from the budgets of different levels, the year of privatization) on the effectiveness of their operations. Apart from this, it can be assumed that such a dependence will differ according to the region and the sector this enterprise belongs to. Therefore, a regression analysis of the existence of corresponding relationships is conducted both for the whole data base (an unbalanced panel for three years (1997, 1998, 1999) consisting of 395 observations per annum which cover nine regions (Moscow, Moscow Oblast’, Nizhnii Novgorod, Novosibirsk, Samara, Perm) and seven branches) and for each of the regions on a singular basis.

The first stage of the present research involved an examination of the standard neo-classical industrial function (in logarithms) which included certain corresponding variables characterizing the specific features of the enterprises from the sample  such as the fictitious sectoral variables and (in the case of a joint data base) the fictitious regional variables. It should be noted that at this stage not all the variables characterizing the distribution of property were used to identify the model. 

Examination of the material presented by the Canadian side will make it possible to offer final comments and recommendations concerning the formation of the Russian model of corporate governance, with due regard to Canadian experience which can be very helpful in this case.

The applied results (to be used in the framework of the state economic policy) include the development of specific short- and medium-term recommendations addressed to the agencies of executive and legislative authority of the Russian Federation. The achieved results can be used:

· as the elements of the legislative basis of state regulation (e.g. to introduce amendments to the existing normative-and-legal acts and to develop new normative-and-legal documents),

· to develop short-, medium- and long-term programs of the development of economic reforms in Russia and its regions and to map out a concept of the development of a long-term model of corporate governance,

· to conduct a complex assessment of the role played by different factors determining the character and the dynamics of investments in the Russian economy, and also of the role of their differences on the inter​regional level, to assess the proposals regarding the development of the mechanisms aimed at improving the investment climate in the RF regions and in the Russian economy as a whole. 

The potential users of the results achieved by the project can include the RF Government, the State Duma of the RF Federal Assembly, the RF Ministry of State Property, the RF Ministry of Economic Development and Trade, the Federal Commission for the Securities Market, the administration and the legislative authorities of Russia's regions.

� See: Radygin, Entov, Mal’ginov et al., 2001.


� Considering the numerous difficulties associated with an econometric analysis of the specific regional features (the problem of endogenicity, correct selection of dependent variables, etc.), it is intended to conduct a separate study. 
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