
Section 4. Empirical study of features of 
regional property patterns, corporate 
governance and financial behaviour 
of enterprises.

4.1. Database description 

4.1.1. Characteristics of the selection of analysed enterprises 

In compliance with the theoretical approach, in the course of the project there was worked out a method of sampling observation of Russian industrial enterprises
. The principal purpose of this research was getting data that would allow an estimation of relation between economic performance showings of privatised enterprises in processing industries and parameters of property patterns, corporate governance, characteristics of their environments. The questionnaire was worked out in 1998-1999, was proved during two pilot researches (in 1998 and 2000)
. By results of the first pilot research there were made substantial changes in the initial text of the questionnaire. The basic research included 437 industrial enterprises, chosen at random from the initial block of data, which is describe below. For the present research the size of the sampling was diminished to 395 enterprises by their respective locations. 

Considering the key point of the research (privatised enterprises of processing industries), the authors didn’t aim at getting a representative sample of the whole of Russia’s industry. Partially it was explained by the need to establish certain quotas (by sizes, branches, etc.) with the end to ensure the possibility of statistical assessment of such factors as the branch of the enterprise or its size. The principal purpose – studying the process of adaptation of industrial enterprises to new economic conditions of the of the 90s – predetermined (considering the restriction on the total number of studied enterprises) certain sampling features that follow below:
4.1.2. Description of the questionnaire

Information was gathered by way of direct (face time) interviewing of industrial enterprises’ managers. As a rule the respondents were chief executives (directors, directors general), vice-directors in questions of economics, finance or production. Composition of the respondents is given in Table 4.1. In the majority of cases quantitative data were filled out separately from the bulk of data by accountants, planning departments, or other corresponding departments of enterprises. 

Table 4.1

Breakdown of Respondents by their Appointments

	Region
	
	Respondents’ Offices
	Total

	
	
	Director
	Deputy Director
	Other high executives
	

	Moscow
	Number of observations 
	23.00
	6.00
	7.00
	36.00

	
	% within the region
	63.89
	16.67
	19.44
	100.00

	
	% of total number 
	5.82
	1.52
	1.77
	9.11

	Moscow oblast
	Number of observations 
	24.00
	3.00
	14.00
	41.00

	
	% within the region
	58.54
	7.32
	34.15
	100.00

	
	% of total number 
	6.08
	0.76
	3.54
	10.38

	St. Petersburg (with the oblast)
	Number of observations 
	32.00
	0.00
	13.00
	45.00

	
	% within the region
	71.11
	0.00
	28.89
	100.00

	
	% of total number 
	8.10
	0.00
	3.29
	11.39
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	Nizhni Novgorod
	Number of observations 
	46.00
	2.00
	16.00
	64.00

	
	% within the region
	71.88
	3.13
	25.00
	100.00

	
	% of total number 
	11.65
	0.51
	4.05
	16.20

	Samara
	Number of observations 
	24.00
	2.00
	13.00
	39.00

	
	% within the region
	61.54
	5.13
	33.33
	100.00

	
	% of total number 
	6.08
	0.51
	3.29
	9.87

	Ekaterinburg
	Number of observations 
	32.00
	3.00
	15.00
	50.00

	
	% within the region
	64.00
	6.00
	30.00
	100.00

	
	% of total number 
	8.10
	0.76
	3.80
	12.66

	Perm
	Number of observations 
	32.00
	2.00
	10.00
	43.00

	
	% within the region
	74.42
	4.65
	23.26
	100.00

	
	% of total number 
	8.10
	0.51
	2.53
	10.89

	Novosibirsk
	Number of observations 
	27.00
	2.00
	11.00
	40.00

	
	% within the region
	67.50
	5.00
	27.50
	100.00

	
	% of total number 
	6.84
	0.51
	2.78
	10.13

	Krasnoyarsk
	Number of observations 
	28.00
	2.00
	8.00
	37.00

	
	% within the region
	75.68
	5.41
	21.62
	100.00

	
	% of total number 
	7.09
	0.51
	2.03
	9.37

	All Regions
	Number of observations 
	268.00
	22.00
	107.00
	395.00

	
	%
	67.85
	5.57
	27.09
	100.00


Source: the author’s calculations

The list of questions included in the questionnaire reflects the problem structure as it is formulated above. The questions are arranged in five principal groups as follows:

· by indicators of economic and financial activities of the enterprise (production turnout, distribution of costs, degree of use of fixed production assets and personnel resources, structure of settlements, assets and liabilities, etc);

· by indicators of conversion (what kind of conversion arrangements were made and when);

· by indicators of market positioning (structure of the market, business rivals);

· by property structure and indicators of corporate governance (fixed capital pattern, indicators of concentration, the structure of the board of directors, etc);

· by financial conditions (restrictions): availability of sources of external financing, structure of settlements, etc;

· the group of control variables (region, branch, date of privatisation, legal form of ownership).

In cases,  when it was feasible and expedient it was inquired about year-for-year information for 1997-1999, which should afford an opportunity to view changes in industry that happened as a result of the 1998 crisis. The list of questions is based on the principle of repetition of questions most important for the analysis. In other words, when it proved possible each of the conceptual variables – efficiency, productivity, financial situation, etc. – was defined by several indicators (on the quantity scale, interval and/or the nominal scale), which allowed making estimates. For a number of questions, which (from experience of the pilot researches) could not be answered in detail, different answers were acceptable. For example, information about property structure was asked for separately in different categories of respondents: employees, managers, former employees. In cases, when no answer was given, an answer about a total share of insiders or even total share of all these three categories was acceptable.

4.1.3. Structure of the sample by regions

The choice of Russian regions that the research dealt with was based on the two basic criteria. The planned sample size provided no opportunity to do a representative sampling in all subjects of the Russian Federation. At the same time many researches point out that regional differences in the present conditions for activities of Russian enterprises, the investment and business climates can be substantial. 

As a palliative decision we chose to select regions in four larger geographic and economic zones: the Centre (including the North-West, represented by St. Petersburg and Leningrad oblast), the Volga regions (including both the Volga belt and Volga-Vyatka economic zone), the Urals and, finally, Siberia (Western and Eastern). All in all 13 cities and oblasts were studied
: Moscow, Moscow oblast, St. Petersburg, Leningrad oblast, Saratov oblast, Nizhni Novgorod oblast, Volgograd oblast, Chelyabinsk oblast, Ekaterinburg oblast, Perm oblast, Novosibirsk oblast, Krasnoyarsk kray, Omsk oblast. No restrictions on studied enterprises’ location within the regions were set. Enterprises of the sample were located for the most part in the main cities of oblasts and krays.

There is no doubt that such a regional pattern of sampling does not allow making the correct analysis of specific features of regional policies. It is known that within a singe macro-region there exist considerable differences in economic dynamics and regional economic policies among subject of the Federation (Tatarstan, Ulyanovsk, Nizhni Novgorod can qualify here). Nevertheless, in many cases the geographical location of the region itself, the distance to the Centre can be an independent factor of its economic development and define features of enterprises’ behaviour. The final sampling pattern by regions is given in table 4.2.

Table 4.2

Distribution of Enterprises of the Sample by Regions 

	Region
	Number of Enterprises
	%

	Moscow
	36
	9.11

	Moscow oblast
	41
	10.38

	St. Petersburg (and Leningrad oblast)
	45
	11.39

	Nizhni Novgorod
	64
	16.20

	Samara
	39
	9.87

	Ekaterinburg
	50
	12.66

	Perm
	43
	10.89

	Krasnoyarsk
	37
	9.37

	Novosibirsk
	40
	10.13

	Total
	395
	100.0%


4.1.4. Choice of branches

Initially the scope of enterprises was limited to processing industries: chemical industry (together with petrochemical and pharmaceutical industries), engineering industry (including metal-working), timber industry (together with woodworking and pulp and paper industry), building materials industry, light and food industries (with flour-milling and groats industry). It should be noted that branches of metallurgy were excluded from the list on purpose. The exclusion was determined by the following. First, in these branches it is impossible to separate mining enterprises from processing enterprises using the two-digit branch codes. Second, concentration of production in these branches of Russian industry is very high. Production is mainly concentrated at very big enterprises, which we excluded from the study by reasons, which we will tell about below. This means, that it would have been practically impossible to do a sampling of enterprises of metallurgy that would be representative of the whole of this industry. Moreover, metallurgical enterprises in Russia are as a rule export-oriented (up to 80-95% of the produce), which makes them incomparable to other enterprises of the sample. 

Following the above restrictions quotas in sampling of enterprises dealt only with six branches to get an approximately equal number of enterprises in each branch. In practice it turned out to be quite difficult to get this kind of parity (to fulfil the quotas for some branches, such as the chemical industry, being restricted by the sizes of enterprises and the number of regions). Sampling distribution by branches is given in table 4.3.

Table 4.3

Sampling Distribution by Branches 

	
	Region

	Sector
	Industry code
	
	Moscow
	Moscow oblast
	St. Petersburg (with the oblast)
	Nizhni Novgorod
	Samara
	Ekaterinburg
	Perm
	Novosibirsk
	Krasnoyarsk
	All Regions

	Chemical
	13
	Number of observations
	6.00
	10.00
	2.00
	5.00
	3.00
	6.00
	4.00
	2.00
	3.00
	41.00

	
	 
	% within the sector
	14.63
	24.39
	4.88
	12.20
	7.32
	14.63
	9.76
	4.88
	7.32
	100.00

	
	 
	% within the region
	16.67
	24.39
	4.44
	7.81
	7.69
	12.00
	9.30
	5.00
	8.11
	10.38

	
	 
	% of the total
	1.52
	2.53
	0.51
	1.27
	0.76
	1.52
	1.01
	0.51
	0.76
	10.38

	Machinebuilding
	14
	Number of observations
	6.00
	6.00
	14.00
	12.00
	12.00
	15.00
	9.00
	15.00
	7.00
	96.00

	
	 
	% within the sector
	6.25
	6.25
	14.58
	12.50
	12.50
	15.63
	9.38
	15.63
	7.29
	100.00

	
	 
	% within the region
	16.67
	14.63
	31.11
	18.75
	30.77
	30.00
	20.93
	37.50
	18.92
	24.30

	
	 
	% of the total
	1.52
	1.52
	3.54
	3.04
	3.04
	3.80
	2.28
	3.80
	1.77
	24.30
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	Timber
	15
	Number of observations
	2.00
	5.00
	9.00
	10.00
	2.00
	6.00
	16.00
	4.00
	9.00
	63.00

	
	 
	% within the sector
	3.17
	7.94
	14.29
	15.87
	3.17
	9.52
	25.40
	6.35
	14.29
	100.00

	
	 
	% within the region
	5.56
	12.20
	20.00
	15.63
	5.13
	12.00
	37.21
	10.00
	24.32
	15.95

	
	 
	% of the total
	0.51
	1.27
	2.28
	2.53
	0.51
	1.52
	4.05
	1.01
	2.28
	15.95

	Building Materials
	16
	Number of observations
	4.00
	2.00
	5.00
	7.00
	11.00
	9.00
	6.00
	9.00
	4.00
	57.00

	
	 
	% within the sector
	7.02
	3.51
	8.77
	12.28
	19.30
	15.79
	10.53
	15.79
	7.02
	100.00

	
	 
	% within the region
	11.11
	4.88
	11.11
	10.94
	28.21
	18.00
	13.95
	22.50
	10.81
	14.43

	
	 
	% of the total
	1.01
	0.51
	1.27
	1.77
	2.78
	2.28
	1.52
	2.28
	1.01
	14.43

	Light Industry
	17
	Number of observations
	13.00
	13.00
	5.00
	15.00
	6.00
	3.00
	2.00
	7.00
	3.00
	67.00

	
	 
	% within the sector
	19.40
	19.40
	7.46
	22.39
	8.96
	4.48
	2.99
	10.45
	4.48
	100.00

	
	 
	% within the region
	36.11
	31.71
	11.11
	23.44
	15.38
	6.00
	4.65
	17.50
	8.11
	16.96

	
	 
	% of the total
	3.29
	3.29
	1.27
	3.80
	1.52
	0.76
	0.51
	1.77
	0.76
	16.96

	Food Industry
	18
	Number of observations
	4.00
	
	8.00
	9.00
	5.00
	8.00
	5.00
	3.00
	8.00
	50.00

	
	 
	% within the sector
	8.00
	
	16.00
	18.00
	10.00
	16.00
	10.00
	6.00
	16.00
	100.00

	
	 
	% within the region
	11.11
	
	17.78
	14.06
	12.82
	16.00
	11.63
	7.50
	21.62
	12.66

	
	 
	% of the total
	1.01
	
	2.03
	2.28
	1.27
	2.03
	1.27
	0.76
	2.03
	12.66

	Other Industries
	19
	Number of observations
	
	5.00
	2.00
	6.00
	
	3.00
	1.00
	
	3.00
	20.00

	
	 
	% within the sector
	
	25.00
	10.00
	30.00
	
	15.00
	5.00
	
	15.00
	100.00

	
	 
	% within the region
	
	12.20
	4.44
	9.38
	
	6.00
	2.33
	
	8.11
	5.06

	
	 
	% of the total
	
	1.27
	0.51
	1.52
	
	0.76
	0.25
	
	0.76
	5.06

	Total
	
	Number of observations
	36.00
	41.00
	45.00
	64.00
	39.00
	50.00
	43.00
	40.00
	37.00
	395.00

	
	 
	% within the sector
	9.11
	10.38
	11.39
	16.20
	9.87
	12.66
	10.89
	10.13
	9.37
	100.00

	
	 
	% within the region
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00

	
	 
	% of the total
	9.11
	10.38
	11.39
	16.20
	9.87
	12.66
	10.89
	10.13
	9.37
	100.00


Source: the author’s calculations

It follows from table 4.3. that in our sample enterprises of the engineering industry are more numerous, than enterprises of other branches. Nevertheless, the numbers of enterprises in all branches are sufficient to define the specific factors of a given branch using a statistical analysis. 

4.1.5. Size groups 

To ensure a better comparability within the sample size limits for enterprises with respect to the number of employees were between 100 and 5000 employees as of the end of 1999. Small-scale enterprise with the number of employees smaller than 100 were excluded due following reasons:

· special regulations in taxation and accounting valid for them made them incomparable with medium-sized and big enterprises;

· in spite of the fact than in a long-term outlook small business is an important element of institutional structure of market economy, in Russia this category of enterprises accounts for a mere 4% of industrial output;

· small business units had been subjects of numerous inquiries and their behaviour had been studied quite well; small business research methods require sampling of a much bigger scale, which was unfeasible within the framework of our research.

The upper limit of 5000 persons follows from the following reasoning. First, such big enterprises in the majority of branches are not numerous and fulfilling the quota of superbig enterprises sufficient for a statistical analysis when the number of regions in the research was limited would have been quite problematic. Second, each superbig enterprise has a rule a number of specific features, unique for this enterprise (for example, an enterprise can be the backbone of a city), which define peculiar features of its behaviour, its special relations with federal and regional authorities, natural monopolies, etc. To a certain extent such an enterprise is not subjected to influence of economic environment, it rather moulds it to its own needs. Statistical analysis methods are of little use in a standard characteristics research of such enterprises. 

The size sampling strategy for this research, which is also true of the branch pattern of sampling was imposed by the requirement of a more or less uniform distribution of all studied enterprises by their size categories: 100-500, 501-1000, 1001-5000 employees. As follows from table 4.4, the total sample of chosen enterprises meets this requirement. 

Table 4.4

Distribution of Chosen Enterprises by their Sizes as of 1999*

	Region
	
	100-500
	501-1000
	>1000
	Total

	Moscow
	Number of observations 
	8.00
	15.00
	11.00
	34.00

	
	% within the sector
	23.53
	44.12
	32.35
	100.00

	
	% within the region
	6.02
	12.10
	9.65
	9.16

	
	% of the total
	2.16
	4.04
	2.96
	9.16

	Moscow oblast
	Number of observations 
	4.00
	17.00
	18.00
	39.00

	
	% within the sector
	10.26
	43.59
	46.15
	100.00

	
	% within the region
	3.01
	13.71
	15.79
	10.51

	
	% of the total
	1.08
	4.58
	4.85
	10.51

	St. Petersburg (with the oblast)
	Number of observations 
	10.00
	14.00
	16.00
	40.00

	
	% within the sector
	25.00
	35.00
	40.00
	100.00

	
	% within the region
	7.52
	11.29
	14.04
	10.78

	
	% of the total
	2.70
	3.77
	4.31
	10.78

	Nizhni Novgorod
	Number of observations 
	23.00
	17.00
	19.00
	59.00

	
	% within the sector
	38.98
	28.81
	32.20
	100.00

	
	% within the region
	17.29
	13.71
	16.67
	15.90

	
	% of the total
	6.20
	4.58
	5.12
	15.90

	Samara
	Number of observations 
	16.00
	15.00
	8.00
	39.00

	
	% within the sector
	41.03
	38.46
	20.51
	100.00

	
	% within the region
	12.03
	12.10
	7.02
	10.51

	
	% of the total
	4.31
	4.04
	2.16
	10.51

	Ekaterinburg
	Number of observations 
	13.00
	17.00
	18.00
	48.00

	
	% within the sector
	27.08
	35.42
	37.50
	100.00

	
	% within the region
	9.77
	13.71
	15.79
	12.94

	
	% of the total
	3.50
	4.58
	4.85
	12.94

	Perm
	Number of observations 
	21.00
	10.00
	7.00
	38.00

	
	% within the sector
	55.26
	26.32
	18.42
	100.00

	
	% within the region
	15.79
	8.06
	6.14
	10.24

	
	% of the total
	5.66
	2.70
	1.89
	10.24
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	Novosibirsk
	Number of observations 
	21.00
	9.00
	10.00
	40.00

	
	% within the sector
	52.50
	22.50
	25.00
	100.00

	
	% within the region
	15.79
	7.26
	8.77
	10.78

	
	% of the total
	5.66
	2.43
	2.70
	10.78

	Krasnoyarsk
	Number of observations 
	17.00
	10.00
	7.00
	34.00

	
	% within the sector
	50.00
	29.41
	20.59
	100.00

	
	% within the region
	12.78
	8.06
	6.14
	9.16

	
	% of the total
	4.58
	2.70
	1.89
	9.16

	All Regions
	Number of observations 
	133.00
	124.00
	114.00
	371**

	
	% within the sector
	35.85
	33.42
	30.73
	100.00

	
	% within the region
	100.00
	100.00
	100.00
	100.00

	
	% of the total
	35.85
	33.42
	30.73
	100.00


Source: the author’s calculations

* The average value equals 918.23

** Information on 24 enterprises is not available 

4.1.6. Date of establishing and form of property 

As the main subject of this research is the behaviour of Russian industrial enterprises after they got privatised, changes in property structures and corporate governance of former state-owned Soviet enterprises, the sampling included only those enterprises that had existed prior to 1992. New enterprises founded after the beginning of market reforms were excluded from sampling. To a considerable extent this restriction was an immediate consequence of size quotas. A preliminary analysis showed that the number of new enterprises in processing industries with the number of employees exceeding 100 persons is quite small. Having the number of branches and regions limited, making a representative sampling of such enterprises turned out to be practically impossible. 

The initial purpose of the research excluded from the study completely state-owned enterprises that hadn’t undergone privatisation. At the same time enterprises having mixed interests, even in cases, when the control packet of shares belonged to federal or regional governments, were included into the studied sample with no restrictions. The aggregative property pattern of the final sample as of the moment of privatisation and as of the beginning of 2000 is given in Table 4.5.

Table 4.5

Distribution by Main Shareholders Types (>50% shares)

	As of the Moment of Privatisation

	Region
	
	Insiders
	Outsiders
	Government
	Excluding the controlling interest
	Total

	Moscow
	Number of observations 
	21.00
	2.00
	2.00
	7.00
	32.00

	
	% within the region
	65.63
	6.25
	6.25
	21.88
	100.00

	
	in % of all regions’ total
	6.67
	0.63
	0.63
	2.22
	10.16

	Moscow oblast
	Number of observations 
	22.00
	
	5.00
	10.00
	37.00

	
	% within the region
	59.46
	
	13.51
	27.03
	100.00

	
	in % of all regions’ total
	6.98
	
	1.59
	3.17
	11.75

	St. Petersburg (with the oblast)
	Number of observations 
	25.00
	3.00
	2.00
	7.00
	37.00

	
	% within the region
	67.57
	8.11
	5.41
	18.92
	100.00

	
	in % of all regions’ total
	7.94
	0.95
	0.63
	2.22
	11.75

	Nizhni Novgorod
	Number of observations 
	31.00
	5.00
	2.00
	8.00
	46.00

	
	% within the region
	67.39
	10.87
	4.35
	17.39
	100.00

	
	in % of all regions’ total
	9.84
	1.59
	0.63
	2.54
	14.60

	Samara
	Number of observations 
	22.00
	2.00
	2.00
	
	26.00

	
	% within the region
	84.62
	7.69
	7.69
	
	100.00

	
	in % of all regions’ total
	6.98
	0.63
	0.63
	
	8.25

	Ekaterinburg
	Number of observations 
	27.00
	5.00
	3.00
	6.00
	41.00

	
	% within the region
	65.85
	12.20
	7.32
	14.63
	100.00

	
	in % of all regions’ total
	8.57
	1.59
	0.95
	1.90
	13.02

	Perm
	Number of observations 
	17.00
	5.00
	3.00
	5.00
	30.00

	
	% within the region
	56.67
	16.67
	10.00
	16.67
	100.00

	
	in % of all regions’ total
	5.40
	1.59
	0.95
	1.59
	9.52

	Novosibirsk
	Number of observations 
	21.00
	4.00
	1.00
	8.00
	34.00

	
	% within the region
	61.76
	11.76
	2.94
	23.53
	100.00

	
	in % of all regions’ total
	6.67
	1.27
	0.32
	2.54
	10.79

	Krasnoyarsk
	Number of observations 
	24.00
	3.00
	4.00
	1.00
	32.00

	
	% within the region
	75.00
	9.38
	12.50
	3.13
	100.00

	
	in % of all regions’ total
	7.62
	0.95
	1.27
	0.32
	10.16
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	All Regions
	Number of observations 
	210.00
	29.00
	24.00
	52.00
	315.00

	
	% within the region
	66.67
	9.21
	7.62
	16.51
	100.00

	
	in % of all regions’ total
	66.67
	9.21
	7.62
	16.51
	100.00


Note: data for 80 enterprises of the sample are not available 
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	As of January 1, 2000

	Region
	
	Insiders
	Outsiders
	Government
	Excluding the controlling interest
	Total

	Moscow
	Number of observations 
	19.00
	5.00
	1.00
	6.00
	31.00

	
	% within the region
	61.29
	16.13
	3.23
	19.35
	100.00

	
	in % of all regions’ total
	5.71
	1.50
	0.30
	1.80
	9.31

	Moscow oblast
	Number of observations 
	13.00
	5.00
	3.00
	17.00
	38.00

	
	% within the region
	34.21
	13.16
	7.89
	44.74
	100.00

	
	in % of all regions’ total
	3.90
	1.50
	0.90
	5.11
	11.41

	St. Petersburg (with the oblast)
	Number of observations 
	17.00
	16.00
	
	5.00
	38.00

	
	% within the region
	44.74
	42.11
	
	13.16
	100.00

	
	in % of all regions’ total
	5.11
	4.80
	
	1.50
	11.41

	Nizhni Novgorod
	Number of observations 
	36.00
	10.00
	
	4.00
	50.00

	
	% within the region
	72.00
	20.00
	
	8.00
	100.00

	
	in % of all regions’ total
	10.81
	3.00
	
	1.20
	15.02

	Samara
	Number of observations 
	12.00
	10.00
	1.00
	5.00
	28.00

	
	% within the region
	42.86
	35.71
	3.57
	17.86
	100.00

	
	in % of all regions’ total
	3.60
	3.00
	0.30
	1.50
	8.41

	Ekaterinburg
	Number of observations 
	14.00
	24.00
	3.00
	4.00
	45.00

	
	% within the region
	31.11
	53.33
	6.67
	8.89
	100.00

	
	in % of all regions’ total
	4.20
	7.21
	0.90
	1.20
	13.51

	Perm
	Number of observations 
	11.00
	13.00
	2.00
	7.00
	33.00

	
	% within the region
	33.33
	39.39
	6.06
	21.21
	100.00

	
	in % of all regions’ total
	3.30
	3.90
	0.60
	2.10
	9.91

	Novosibirsk
	Number of observations 
	23.00
	7.00
	1.00
	7.00
	38.00

	
	% within the region
	60.53
	18.42
	2.63
	18.42
	100.00

	
	in % of all regions’ total
	6.91
	2.10
	0.30
	2.10
	11.41


Table 4.5 cont`d
	Krasnoyarsk
	Number of observations 
	17.00
	7.00
	1.00
	7.00
	32.00

	
	% within the region
	53.13
	21.88
	3.13
	21.88
	100.00

	
	in % of all regions’ total
	5.11
	2.10
	0.30
	2.10
	9.61

	All Regions
	Number of observations 
	162.00
	97.00
	12.00
	62.00
	333.00

	
	% within the region
	48.65
	29.13
	3.60
	18.62
	100.00

	
	in % of all regions’ total
	48.65
	29.13
	3.60
	18.62
	100.00


Note: data for 62 enterprises of the sample are not available 

4.1.7. Privatisation 

As was already pointed out, the sample does not include not privatised enterprises. Table 4.6. gives distribution of enterprises in the sample by the year of privatisation.

Table 4.6

Distribution of Enterprises by the Year of Privatisation 

	Region
	
	The Privatisation Year
	Total

	
	
	1986
	1989
	1990
	1991
	1992
	1993
	1994
	1995
	1996
	1997
	1998
	1999
	

	Moscow
	Number of enterprises
	
	
	2.00
	1.00
	13.00
	9.00
	5.00
	1.00
	1.00
	
	
	
	32.00

	
	% within the region
	
	
	6.25
	3.13
	40.63
	28.13
	15.63
	3.13
	3.13
	
	
	
	100.00

	
	% of the total
	
	
	0.53
	0.27
	3.48
	2.41
	1.34
	0.27
	0.27
	
	
	
	8.56

	Moscow oblast
	Number of enterprises
	1.00
	
	
	4.00
	18.00
	6.00
	5.00
	1.00
	4.00
	
	
	
	39.00

	
	% within the region
	2.56
	
	
	10.26
	46.15
	15.38
	12.82
	2.56
	10.26
	
	
	
	100.00


Table 4.6 cont`d
	
	% of the total
	0.27
	
	
	1.07
	4.81
	1.60
	1.34
	0.27
	1.07
	
	
	
	10.43

	St. Petersburg
	Number of enterprises
	
	
	1.00
	3.00
	20.00
	12.00
	4.00
	1.00
	1.00
	
	1.00
	
	43.00

	
	% within the region
	
	
	2.33
	6.98
	46.51
	27.91
	9.30
	2.33
	2.33
	
	2.33
	
	100.00

	
	% of the total
	
	
	0.27
	0.80
	5.35
	3.21
	1.07
	0.27
	0.27
	
	0.27
	
	11.50

	Nizhni Novgorod
	Number of enterprises
	
	1.00
	1.00
	4.00
	21.00
	20.00
	4.00
	2.00
	1.00
	3.00
	
	
	57.00

	
	% within the region
	
	1.75
	1.75
	7.02
	36.84
	35.09
	7.02
	3.51
	1.75
	5.26
	
	
	100.00

	
	% of the total
	
	0.27
	0.27
	1.07
	5.61
	5.35
	1.07
	0.53
	0.27
	0.80
	
	
	15.24

	Samara
	Number of enterprises
	
	
	1.00
	2.00
	14.00
	10.00
	4.00
	6.00
	
	
	
	
	37.00

	
	% within the region
	
	
	2.70
	5.41
	37.84
	27.03
	10.81
	16.22
	
	
	
	
	100.00

	
	% of the total
	
	
	0.27
	0.53
	3.74
	2.67
	1.07
	1.60
	
	
	
	
	9.89

	Ekaterinburg
	Number of enterprises
	
	
	
	2.00
	25.00
	16.00
	3.00
	1.00
	
	
	
	2.00
	49.00

	
	% within the region
	
	
	
	4.08
	51.02
	32.65
	6.12
	2.04
	
	
	
	4.08
	100.00

	
	% of the total
	
	
	
	0.53
	6.68
	4.28
	0.80
	0.27
	
	
	
	0.53
	13.10

	Perm
	Number of enterprises
	
	1.00
	
	2.00
	19.00
	11.00
	3.00
	1.00
	1.00
	2.00
	1.00
	1.00
	42.00


Table 4.6 cont`d
	
	% within the region
	
	2.38
	
	4.76
	45.24
	26.19
	7.14
	2.38
	2.38
	4.76
	2.38
	2.38
	100.00

	
	% of the total
	
	0.27
	
	0.53
	5.08
	2.94
	0.80
	0.27
	0.27
	0.53
	0.27
	0.27
	11.23

	Novosibirsk
	Number of enterprises
	
	
	1.00
	1.00
	16.00
	10.00
	8.00
	3.00
	1.00
	
	
	
	40.00

	
	% within the region
	
	
	2.50
	2.50
	40.00
	25.00
	20.00
	7.50
	2.50
	
	
	
	100.00

	
	% of the total
	
	
	0.27
	0.27
	4.28
	2.67
	2.14
	0.80
	0.27
	
	
	
	10.70

	Krasnoyarsk
	Number of enterprises
	
	
	
	4.00
	11.00
	11.00
	5.00
	2.00
	1.00
	1.00
	
	
	35.00

	
	% within the region
	
	
	
	11.43
	31.43
	31.43
	14.29
	5.71
	2.86
	2.86
	
	
	100.00

	
	% of the total
	
	
	
	1.07
	2.94
	2.94
	1.34
	0.53
	0.27
	0.27
	
	
	9.36

	All Regions
	Number of enterprises
	1.00
	2.00
	6.00
	23.00
	157.00
	105.00
	41.00
	18.00
	10.00
	6.00
	2.00
	3.00
	374.00

	
	% of the total
	0.27
	0.53
	1.60
	6.15
	41.98
	28.07
	10.96
	4.81
	2.67
	1.60
	0.53
	0.80
	100.00


Note: there are no data for 21 enterprises of the sample available 

Source: the author’s calculations

4.1.8. Some conclusions 

The above estimates allow making certain conclusions with respect to particular features of the selected data received: 

· On the whole the sample is uniformly distributed by size groups and branches of industry.

· The sample is also distributed more or less evenly by studied regions with the exception of Nizhni Novgorod, which turned out to have the largest share in the sample (16.2% of the total sample), in other regions there were studied from 9.1 to 12.7% of enterprises of the total sample.

· The average size of studied enterprises is larger, than the average for industry, which is explained by the sampling strategy and fixing quotas for size groups.

4.2. Set of methods for an empirical 
analysis of regional data

4.2.1. Choice of Model for the Analysis

The chief specific character of the research is its regional aspect of influence of certain characteristics of the privatisation processes and enterprises’ property patterns (for example, breakdown of enterprise’s shares, specific features of certain aspects of corporate governance, the year of privatisation) on the efficiency of its activities.

As far as we presuppose that character of this influence can vary, depending on in which region the enterprise is located and to which sector it belongs
, there was made a regression analysis of relations both for the whole of the database (unbalanced panel for three years – 1997, 1998, 1999 – and 395 observations in one year in nine regions – Moscow, Moscow oblast, St. Petersburg and Leningrad oblast, Ekaterinburg, Krasnoyarsk, Nizhni Novgorod, Novosibirsk, Samara, Perm – and seven branches), and for each of the regions separately.

Analogous to a number of researches made in countries of Eastern Europe (see, for example, Claessens, Djankov, 1997) our model was specified as a variant of modified production Cobb-Douglas function:
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where 
[image: image2.wmf]t

i

t

i

L

Y

,

,

 is a real value added
 per one employee of company i in year t, 
[image: image3.wmf]t

i

K

,

 – capital value of company i in the year of t, 
[image: image4.wmf]t

i

M

,

 – material costs of company i in the year of t, 
[image: image5.wmf]t

i

R

,

 – use of equipment facilities by company i in the year of t, 
[image: image6.wmf]t

i

L

,

 – average number of company i’s employees on pay-roll in year t. Thus the 
[image: image7.wmf]t

i

t

i

L

K

,

,

 ratio is the capital ratio, while the 
[image: image8.wmf]t

i

t

i

K

M

,

,

 ratio is the material costs to one unit of fixed capital ratio. The chief suppositions about coefficients’ values in the model are: 
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. Thus, we assume the existence of a positive dependence of real value added per one employee on capital ratio and the level of equipment facilities use and a negative influence of material costs amounts per one unit of fixed capital on real value added per employee. 

As far as the purpose of the present research is identifying of relations of parameters that characterise the effect of privatisation, property patterns, specific features of corporate governance and activities efficiency of enterprises, in choosing the specific model we proceeded from the approach suggested by Claessens, Djankov (1997). The chosen specific model corresponded to the model (1) taken as increment of logarithm (i.e. in fact the model of growth rates) and included additional variables that characterise specific features of privatisation and enterprise’s property pattern. In other words, we assumed that the A-coefficient in the model (1) can be factorized as a product of fixed time effects and a set of specific factors that characterise a certain enterprise. Hence, we were viewing the following model specification
:
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where 
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 is the column vector of additional variables, 
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 is the row vector of corresponding coefficients, 
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The aggregate of additional variables can be roughly divided into five groups as follows:
:

· Dummy variables that characterise the effect of privatisation;

· Variables that characterise distribution of share capital among different types of owners (shares of owners of different types in the share capital);

· Variables that characterise the governance pattern at the enterprise (shares of different groups (insiders, outsiders, the government, etc) in the board of directors;

· Dummy variables that refer the enterprise to a certain group;

· Regional dummy variables included into regressions that were estimated for the whole database.

All given variables are independent of time individual characteristics of enterprises.

4.2.2. Special features of studying panel data

It should be noted that in view of the specific character of data (the sample of enterprises includes data for three years, but as far as the regressions are estimated using logistic differences, we actually have a sample for two years, i.e. Т=2), studying the models a possible correlation of in-time random errors can be neglected. Presence of autocorrelated random errors means that these errors in regressions for each of enterprises are described, for example, by the autoregession of the р-order, and to estimate it correctly one should have rather long time series, which in our case were lacking. Due to the same reason there is no need viewing the problem of presence of unit roots in panel data, as far as the notion of time invariance presupposes that data time series are quite long (i.e. 
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Using panel data for regression development on the one hand allows enlarging the sample size and correspondingly using and taking into account more information on changes in time and space for more complete models definition
. On the other hand the probability of breaking the condition in Gauss-Markov theorem gets stronger, including the condition of random errors homoscedasticity (several ways to estimate panel regressions in cases of random errors homoscedasticity presence are given by Baltagi (1995) in chapter 5).

It is known that in cases of regressions’ random errors homoscedasticity, estimated coefficients developed using the method of minimum squares are ineffective. There are different methods to overcome the problem of random errors homoscedasticity in “the classic” regression, they are described in detain in econometric literature (see, for example, Johnston, DiNardo, 1997, chapter 6, Kennedy, 1999, chapter 8; Mátyás, Sevestre (ed. by), 1992, p. 67). One of the most used methods to get the best (effective and consistent) estimates in cases of presence of random error homoscedasticity (as well as correlation among objects) is the Generalized Least Squares method (GLS). Though its explicit use is complicated by lack of information in form of covariance matrix and, as a result, the need to estimate it, which in practice leads to use of The Feasible (Estimated) Generalized Least Squares method (FGLS). As a result, estimates received using the Generalized Least Squares method stop being linear estimates (due to the corresponding transformation of variables) or unbiased estimates. Nevertheless, in cases of consistent estimates of covariance matrix, estimates of coefficients developed using the The Feasible (Estimated) Generalized Least Squares method, have asymptotic properties, analogous to properties of those received using the Generalized Least Squares method (in more detail see in Kennedy, 1999, p. 118).

Another method to improve regression estimates in cases of heteroscedasticity used by many researches (see, for example, Barberis, Boycko, Shleifer, Tsukanova, 1996; Claessens, Djankov, 1997) is White’s procedure (see  White, 1980). This procedure allows getting consistent estimates of dispersion-covariance matrix of regression coefficients (White Heteroscedasticity Consistent Standard Errors) which will not be effective, though (estimates developed using the Generalized Least Squares method still remain the best). Thus, White’s procedure allows overcoming the Generalized Least Squares method’s susceptibility to violation of conditions of random error homoscedasticity. It is noteworthy that also in cases of The Feasible (Estimated) Generalized Least Squares method White’s procedure gives good results, if the sample size is big enough. As for the ways to correct random error heteroscedasticity of regressions for small or short samples one can suggest The Feasible (Estimated) Generalized Least Squares method using iterative procedure for estimation of weights and coefficients of regression.

Accordingly, in this research due to the specific features of the sample (the number of enterprises in the panel being quite large, while time domains being not numerous)
 regressions were estimated according to the feasible estimated generalized least squares method (using iterative procedure for estimation of weights and coefficients of regression 
, which also allowed dealing with the problem of intermediate random error heteroscedasticity of regression (i.e. dispersions’ differences by years), the presence of which could be assumed, as far as the sample included data for 1998 (which was the “central” year for the whole period of observations).

Another difficulty that arises at model development is the problem of correlated random errors and exogenous variables
, which as a matter of fact means explanatory variables’ endogeniety
. In our case one can assume dependence of the fact of privatisation in itself, as well as the time when it was performed, on the level of the enterprise’s efficiency at the moment of privatisation, namely the fact that primarily the “best” enterprises (with respect to certain criteria) were privatised. Among the reasons one can name, for example, the fact that managers of the “best” enterprises were the interested parties in their quick privatisation, i.e. one can suppose that such enterprises in the process of privatisation were bought by insiders that possessed information about the current state of affairs at the enterprise as of the moment of privatisation and accordingly had better possibilities to assess its development outlooks in future. At the same time some researchers (see, for example, Claessens, Djankov, 1997; Djankov, et al, 1997) show that supposition about an earlier privatisation of the “best” enterprises is not always confirmed by analysis results of empirical evidence.

In cases of endogenous independent (explanatory) variables estimates received using the usual least square method will be inconsistent (see, for example, Baltagi, 1995, chapter 7), and to improve the regression quality (to get consistent estimates) one shall use instrumental variables methods. Most often to correct the possible endogenous independent variables the traditional two-sweep least squares method is used (see, for example Barberis, Boycko, Shleifer, Tsukanova, 1996), or Hackman two-step procedure (see, for example Claessens, Djankov, 1997). In both cases auxiliary regressions are estimated at the first step, the results of these estimations (adjusted values of explanatory variables in case of the two-sweep least squares method, or new variables (the inverse Mills ratio) in case of Hackman procedure
) are used at the second step when making estimates for the basic model. Depending on how strong the influence of the results received at the first step on final estimates is, one can judge, whether this was the case of endogenity in fact, or not.  Results of many researches (see, for examaple, Barberis, Boycko, Shleifer, Tsukanova, 1996; Claessens, Djankov, 1997) show that taking a possible endogenity into account can lead to considerable changes in estimation results of final regressions.

In this research the primary attention was focused on examination of influence on the efficiency of enterprises’ activities of factors, related to certain aspects of enterprise’s corporate governance and distribution of stock ownership, but not the influence of privatisation. A possible endogenity associated with privatisation was certainly taken into account, but nevertheless in view of lack of the required statistical information making a correction of a possible endogenity was viewed as unfeasible.

4.3. Sets of Methods to Calculate Total Factor 
Productivity Growth Rate

In the context of this research it is quite interesting to make a calculation of The Rate of Growth of Total Factor Productivity  (TFPGr) of an enterprise. There exists a great number of researches dedicated to the total productivity of production factors at enterprises both in cases of continuity (see Jorgenson, 1996; Hulten, 1973; Star, Hall, 1976; Jorgenson, Griliches, 1967) and in cases of discontinuity (Hulten, 1973; Jorgenson, 1996). The classical target setting for a continuous case (see, for example Star, Hall, 1976, p. 257-258; Jorgenson, 1996, p. 57) is performed in this way.
Let production function 
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 are production functions, be

· continuous, doubly differentiable;

· homogeneous of the first degree.

(All these conditions are satisfied, for example, by Cobb-Douglas production function.)

Then the logarithmic derivative of the production function in time will be equal to:
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or (in designation of Jorgenson, 1996, p. 27-28 or 55-56)
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i.e. the total productivity growth rate of production factors is the difference of the output growth rate and the rate of growth of the weighed mean of factors invested into the production.

In a discontinuous case, which is more interesting for us, the latter equality can be rewritten as follows (for more detail see, for example Jorgenson, 1996, p. 150, 200; Hulten, 1973):
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where  
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It should be noted that such a discontinuous approach to analysis of total productivity of production factors of an enterprise is not always possible due to lack of required data
, especially in cases when research is done at macro level. 

In the research of Claessens, Djankov (1997) the rate of growth of total productivity of enterprise’s production factors is estimated according to the following pattern. Using sample observations of enterprises done in countries of Eastern Europe (panel data for 4 years for seven countries), panel regressions with random effects were estimated according to this formula:
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where 
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[image: image37.wmf]t

i

M

,

 volumes of costs of company i by time t, index s shows that coefficients change depending on which sector of the economy the enterprise belongs to.

Thus the total productivity growth rate of production factors can be viewed as a sum of an absolute term (in this case a random individual effect) and a random error:
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But in this case there emerges a question of how much the method of estimation of the total factor productivity growth rate, used by Claessens, Djankov (1997) corresponds to the theoretical method. It is evident that if there are no additional variables in formula (2), coefficient estimates at logistic differences of production factors will be the estimates of weights at logistic differences of production factors in formula (1), which may be unknown. Inclusion of additional variables into a regression equation can be rather incorrect from the viewpoint of theoretical estimation of growth rate of total factor productivity
, but can help to eliminate influence of some institutional features of enterprises (including the privatisational one and others) on received estimates. It is evident that institutional specific features can have a rather strong influence on efficiency of their activities (correspondingly, on estimates of growth rates of total factor productivity) especially in a transition period. Accordingly, one can assume that in case these additional institutional parameters are not taken into account, estimates of total factor productivity growth rates will turn out to be biased. That is why the above method of estimation of total factor productivity growth rates of enterprises in conditions of economies in transition is quite logic. 

It follows that with respect to specification of our model, factor productivity can be estimated in this way:
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Results of estimated rates of growth of the medium total factor productivity for different groups with respect to their privatisation (the first group consists of enterprises privatised in 1992 and earlier, the second group are enterprises privatised in 1993, and the last group are enterprises privatised after 1993) and for all regions of the sample are given in table 4.7
.

Table 4.7

The Total Factor Productivity Growth Rates (TFPGr) For 
Different Privatised Groups (by all regions in the sample)

	Year 1998

	The rate of growth of total factor productivity for the group of enterprises privatised in 1992 and earlier
	-0.267

	Number of observations
	121

	t-statistics (of the value of deviation of TFPGr for the group of companies, privatised after 1993)
	0.718

	The rate of growth of total factor productivity for the group of enterprises privatised in 1993
	-0.247

	Number of observations
	69

	t-statistics (of the value of deviation of TFPGr for the group of companies, privatised after 1993
	0.434

	The rate of growth of total factor productivity for the group of enterprises privatised after 1993
	-0.211


Table 4.7 con`s
	Number of observations
	40

	Year 1999

	The rate of growth of total factor productivity for the group of enterprises privatised in 1992 and earllier
	0.022

	Number of observations
	127

	t-statistics (of the value of deviation of TFPGr
for the group of companies, privatised after 1993
	1.595

	The rate of growth of total factor productivity for the group of enterprises privatised in 1993
	-0.034

	Number of observations
	70

	t-statistics (of the value of deviation of TFPGr
for the group of companies, privatised after 1993
	0.706

	The rate of growth of total factor productivity for the group of enterprises privatised after 1993
	-0.095

	Number of observations
	44


It follows from the table that there are no significant differences from analogous researchers done in countries of Eastern Europe (see, for example Claessens, Djankov, 1997) in values of rates of growth of total factor productivity for different privatised groups. Moreover, the change trend in growth rates of total factor productivity in 1998 when going over from enterprises that were privatised earliest to the group of the latest privatised enterprises is directly opposite to the estimated one: the earlier an enterprise was privatised the greater decline in total factor productivity was registered. 

Neither in 1999 values of growth rates of total factor productivity for privatised groups were significantly different, though the trend of inter-group changes is reversed: as was expected, enterprises privatised in 1992, 1993 and earlier proved in 1999 to be more effective with respect to the growth rate of total factor productivity, than enterprises, which were privatised later.

4.4. Description of preliminary findings received

4.4.1. Privatisation 

In view of the fact that all enterprises in the sample are privatised ones
 (see table 4.6), and the majority of them were privatised in 1992-1993, it makes sense viewing the privatisation effect with respect to the date of privatisation. That is why to measure the effect of an early privatisation there were used dummy variables for enterprises privatised in 1992 or earlier (1, if the enterprise was privatised in 1992 or earlier; otherwise 0), in 1993 or earlier (1, if the enterprise was privatised in 1993 or earlier; otherwise 0) and for enterprises privatised in 1993 (1, if the enterprise was privatised in 1993; otherwise 0). It is traditionally considered (see, for example Claessens, Djankov, 1997; Frydman, Gray, Hessel, Rapaczynski, 1999.; Leontyev Centre, 1996) that the earlier an enterprise is privatised, the more effective its activities will be later. Moreover, it would be quite interesting learning, whether companies privatised in 1992 or earlier differ form those that were privatised later.

An econometric analysis showed that the fact of an earlier privatisation does not necessarily influence the efficiency of enterprise’s activities. In such cities as Ekaterinburg, Novosibirsk, Nizhni Novgorod (see appendix 5) as well as in the sample as a whole no relations between dummy variables that control the effect of privatisation and efficiency were detected. Moreover, even in cases when influence of the privatisation effect on efficiency of companie’s activities was detected, it was not always that it had a positive character. For example, in Moscow oblast, St. Petersburg, Perm the effect of earlier privatisation was negative. It was only in Moscow and Krasnoyarsk that the fact of an earlier privatisation played a positive role in development of enterprises in these cities. Hence, one can say that the hypothesis about a higher efficiency of activities of companies that were privatised earlier, than others (probably connected with regional specific features of privatisation processes and institutional specific features of development of different regions’ economies) has rather a local, than a common character. 

4.4.2. Ownership

On the basis of results of studies done by a number of researches
, there were developed the following hypotheses about a possible influence of distribution of capital stock on efficiency of enterprises’ activities in the regions under study:

· The higher the share of insiders in the capital stock, the less efficient is the performance of the enterprise;

· Enterprises with a low share in the capital belonging to workers, and a high share in the capital belonging to managers have higher showings of efficiency;

· Enterprises with a higher share of the state (in particular of regional and municipal governments) in the capital stock are less efficient;

· More efficient enterprises have a higher share of outsiders (not counting the state) in the share stock;

· Enterprises with a small share of stocks belonging to Russian enterprises, and a large share of stock that belong to foreign enterprises are more efficient
.

As in the case of privatisation effect, one cannot speak of a common character of the above hypotheses. To give some examples, in Moscow, Nizhni Novgorod, Novosibirsk , Samara, Perm, as well as in the whole of the sample there was not detected any influence on enterprises’ activities efficiency on the part of insiders. In St. Petersburg, contrary to generally accepted hypotheses, there was revealed a positive dependence, and only in cases of enterprises in Moscow oblast, Ekaterinburg and Krasnoyarsk such a dependence, as it had been hypothesized, turned out to be negative: the larger the number of shares concentrated in the hands of insiders, the less effective is the performance of the enterprise. 

As for influence of outsiders’ share in the capital stock of companies on their activities, in all cases, except for Novosibirsk (where the expected positive dependence was detected), the corresponding variable turned out to be nonsignificant, i.e. one can speak about absence of such influence. It should be noted, that nevertheless, for some of the cities (namely, for St. Petersburg, Perm, Samara), as well for the sample as a whole a relation between the distribution of companies’ capital stocks among other Russian enterprises and efficiency was present, this relation being positive in all cases contradictory to generally accepted hypotheses.

4.4.3. Corporate governance

By analogy with hypotheses in unit 4.4.2 and a number of generally accepted notions one can develop the following hypotheses about relation between the pattern of the Board of Directors at a given enterprise
 and its efficiency:

· The bigger the share of outsiders in the Board of Directors at the enterprises, the more efficient is its performance; 

· Enterprises with a higher share of government representatives in the Board of Directors turn out to be less efficient; 

· Enterprises with a higher share of insiders in the Board of Directors can excel in a higher efficiency, which is related (there is a possibility of it) to the presence of stable “managerial” model of corporate governance built at these enterprises.

The collected data testify to the effect that in many cases (in Moscow, St. Petersburg, Krasnoyarsk, Samara and in the sample as a whole) none of parameters that characterise special features of enterprise governance exerts any influence on enterprises’ efficiency. Influence of insiders at the Board of Directors on the efficiency of company’s activities turn out to be positive for enterprises in Moscow oblast and negative for companies in Nizhni Novgorog. In a still smaller number of cases there was registered relation between the rest of features of Board of Directors’ patterns and companies’ efficiency: in Perm there was registered a positive influence of outsiders, in Novosibirsk and Ekaterinburg also a positive influence of representatives of other Russian industrial enterprises and foreign representatives correspondingly, and in Novosibirsk there was registered a negative dependence of companies’ efficiency on the share of regional governments in Boards of Directors.

4.4.4. Regional specific features 

As it follows from the above described results, on cannot speak of a homogeneity of data for different regions, as well as for the sample as a whole. Most interesting from our point of view are the results of estimates for Novosibirsk, Moscow oblast and Krasnoyarsk.
.

Novosibirsk

Novosibirsk differs from the rest of the cities in the sample by the fact that for its enterprises there exists a significant influence of such factors as the share of outsides in capital stocks of enterprises, the share of representatives of Russian enterprises in the Boards of Directors and the share of representatives of regional governments in the Board of Directors. This is actually the only city in the sample, where influence of these factors is at all registered. It should be noted that the character of influence on efficiency of enterprises’ activities on the part of outsiders and regional governments completely agrees with the assumptions: there are observed both positive and negative influences, correspondingly. As for influence of the share of representatives of Russian enterprises in capital stocks on companies’ activities, one can in principle suppose that its character can be both positive and negative. In this case the influence is positive.

Table 4.8

Dependence of the value of real value added per employee on parameters of production activity and different institutional characteristics 
of enterprises of Novosibirsk

	Dependent variable: 
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	Total number of observations: 58

	Variable
	Coefficient
	t-statistics
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	-0.004
	-0.851

	OUTSi
	0.589
	2.553

	RUS_Gi
	0.800
	3.031

	REG_Gi
	-1.120
	-3.157

	Test statistics for the model

	Adjusted
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	0.398

	F-statistics
	8.948

	P-value(F-statistics)
	0.000


Moscow oblast

The model that was developed for Moscow oblast is notable for the fact that on the one hand is shows a negative influence of the effect of an early privatisation on subsequent activities of enterprises, and on the other hand the same negative influence of a big share of insiders in enterprises’ stock capitals. Hence, in this case one can speak of a negative role of privatisation performed in the interests of insiders. On the other hand, it’s noteworthy that the presence of a large number of insiders at the Board of Director has a positive influence on the efficiency of enterprise’s activities. 

Table 4.9

Dependence of the value of real value added per employee on parameters of production activity and different institutional characteristics
 of enterprises of Moscow oblast 

	Dependent variable: 
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	Total number of observations: 64

	Variable
	Coefficient
	t-statistics
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	-1.712626
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	0.011254
	2.205517

	PRIV92i
	-0.457243
	-3.407565

	INSi
	-0.727469
	-3.766921

	INS_Gi
	0.591516
	2.333743

	REG_Gi
	-1.199514
	-1.725832

	Test statistics for the model

	Adjusted
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	0.424385

	F-statistics
	9.074704

	P-value(F-statistics)
	0.000001


Krasnoyarsk

Calculations made for Krasnoyarsk show the presence of a positive effect of an early privatisation and a negative dependence of enterprises’ activities efficiency on the large share of insiders in the stock capital. Influence of insiders’ share in the Board of Directors, on the one hand, is insignificant, on the other hand exclusion of this variable from the regression rather seriously degrades its quality with respect to the value of the adjusted 
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Table 4.10

Dependence of the value of real value added per employee on parameters of production activity and different institutional characteristics
 of enterprises of Krasnoyarsk

	Dependent variable: 
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	Total number of observations: 47

	Variable
	Coefficient
	t-statistics
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	PRIV92i
	0.296075
	2.218927

	INSi
	-0.516250
	-2.074759

	OUTS_Gi
	-0.201553
	-1.106421

	SEC13i
	0.538478
	2.566798

	Test statistics for the model

	Adjusted
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	0.323704

	F-statistics
	5.002927

	P-value(F-statistics)
	0.000729


4.4.5. Final provisions

On the basis of the results described above one can make the following very general conclusions.

First, the hypothesis about a higher activities’ efficiency of early privatised companies has expressed regional specific features and has rather a local, than a general character.

Second, traditional hypotheses about influence of property pattern on activities’ efficiency of enterprises also have expressed regional specific features and were not completely confirmed as a result of the present research.

Third, the regional character of influence of different aspects of corporate governance on activities’ efficiency of enterprises is particularly expressed and does not always coincide with the original theoretical suppositions.

It should be noted, that at the first stage not all variables that characterise distribution of specific features were used for models’ identification. Taking into account the plentiful complexities of an econometric analysis of regional specific features (the problem of endogenity, the correct choice of dependent variables, etc.) a separate research is suggested.
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� To make the research described in this unit of the paper the database of Russian enterprises of the Bureau of Economic Analysis (BEA) was used (see BEA, 2001). Accordingly, a most general description of the primary base given below, is based upon the abovementioned source, though in view of specific aims of the present research an original sampling of regions and enterprises was required. Due to this the sampling described below is quite different from the initial one, its formalization in table form required certain calculations and was performed by the authors of the present research.


� The 1998 financial crisis and the period of financial instability in Russian economy that followed made the authors to review the initial research term (the beginning of 1999) and to postpone realization of the project by one year.


� The Questionnaire is given in Appendix 1.


� The “Director” category combines respondents that held offices of Director General, Executive Director, Director, acting as Director and so on. In three cases respondents held posts of the president of the company, in one case – of the chairman of the board of directors. The “Deputy Director” category means deputy of the highest executive of the company or (only in one case) Chief Engineer. The “Other” category means, as a rule, Heads of economics departments, planning departments, Assistant Directors.


� The number of regions in each of these macro-zones was determined by the need to follow quantitative and branch quotas.


For the present research 9 cities and oblasts were chosen:: Moscow, Moscow oblast, St. Petersburg (with Leningrad oblast), Saratov oblast, Nizhni Novgorod oblast, Ekaterinburg oblast, Perm oblast, Novosibirsk oblast, Krasnoyarsk kray.


� Analogous researches for East European countries (see, e.g. Claessens, Djankov, 1997; Frydman, Gray, Hessel, Rapaczynski, 1999) got results that confirmed the fact that there existed differences in activities’ efficiency depending on the country and the sector belonging of enterprises. The number of regions in each macro-zone was set depending on the size and branch quota requirements.


� This showing was adjusted to eliminate influence of observations, when variables got values contrasting to the background of the total sample: 2.5% of the highest and 2.5% of the lowest values were replaced respectively by the highest and the lowest values in the sub-samples consisting of 95% of central observations.


� As a result the research views only regressions in unbalanced panels with fixed time effects. It should be noted that models with chance effects in our case cannot be technically estimated, as far as data only for two years are available, which is less, than the number of parameters viewed in the model.


� A complete list of all variables is given in appendix 2.


� For more detail about tests for unit roots in panel data see in Banerjee, 1999; Maddala, Wu, 1999; also in Maddala, Kim, 1998, pp. 133-139.


� For more detail about advantages of panel data use see, for example in Baltagi, 1995.


� For more detail see Dormont, 1999.


� Regressions were estimation using the “Econometric Views 3.1.”


� It should be noted that the fixed effects model presupposed relations between chance terms and regressors. For more detail see Johnston, DiNardo,1997, p. 395-402; Arminger, Clogg, Sobel (ed. by), 1995, p. 390-391.


� In such a case fixed effects models will be consistent and effective, while chance effect models inconsistent. (For detail see Johnston, DiNardo,1997, p. 403-404.)


� At the first stem of the two-step Hackman procedure one estimates the probit/tobit model with a dependent variable, which is the explanatory variable in the principal regression (which is estimated at the second step and is either truncated or censored, but it is supposed that it can depend on some factors (in our case these can be, for example, dependence of the privatisation choice on the efficiency of enterprise’s activities as of the moment of privatisation). By the results of these estimations one can get a new variable (The Inverse Mills Ratio), which actually shows the value of the average truncated/censored normal distribution bias in comparison to the average normal distribution value. It is this variable that is added as regressor to the estimated model. (For more detail on estimation of probit/tobit models see, for example Tobin, 1958; Amemiya, 1973, 1974, also Greene, 1999, chapter 20.)


� The weighed mean of production factors in a discontinuous case is calculated according to the following formula � EMBED Equation.3  ���,	(1)


where � EMBED Equation.3  ���, � EMBED Equation.3  ��� is the price of factor j in period t.


� To estimate weighs information on prices on all production factors is required (for more detail see: Jorgenson, 1996; Hulten, 1973). It is evident that such information is not always available in a sampling observation.


� In this case under X is understood a certain set (column vector) of variables (including also dummy variables) that characterise the date of privatisation, some showings of financial activities, etc. (For more detail see: Claessens, Djankov, 1997, p. 12, 24), ( is the row vector of corresponding coefficients.


� It should be noted that the set of methods to estimate total factor productivity used, for example by Jorgenson, 1996; Jorgenson, Griliches, 1967, is applicable for estimation of growth rates of total factor productivity for well-developed economies, and in the general case there are no grounds to assume that an analogous set of methods can be applied for estimation of total factor productivity for economies in transition.


� The results of analogous estimates by regions are given in appendix 4.


� There are no available data for 21 enterprises of the sample, which in principal does not mean that these enterprises had not been privatised


� For a detailed review on the this topic see: Radygin, Arkhipov, 2000, Radygin, Arkhipov, 2001; Dolgopyatova, (ed., 2002).


� The list of corresponding variables is given in appendix 2. A study of influence of workers’ and managers’ share in the capital stock on efficiency of companies’ activities did not reveal any significant relation. Moreover, quite often inclusion into the regression of corresponding variables led to a considerable decrease of the number of observations used for regression estimates (see appendix 3), and, correspondingly, to big losses in degrees of freedom. That is why these factors were excluded from study under the present research.


� At the present (preliminary) stage of the research analysis of relations between certain aspects of corporate governance and efficiency is of an illustrative-selective character.


� For the list of corresponding variables see appendix 2.


� Analogous estimates for the rest of the regions and for the database as a whole a given in appendix 5.
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