
Introduction

The economic objective of typologization of regions of RF is determined by the need in division of different Subjects of the Federation into homogenous groups in the course of a conducting of cross-regional comparisons or the research into economic processes at the regional level. Hence, the nature of the present project is both independent and, to a certain extent complementary.

The previous research of the IET related to the evaluation of the situation in the regions of RF showed that attempts to built a single model for all the regions, the employment of a single methodology often leads to a negative result, i.e. the failure to built such a model, or its low statistical qualities. Obviously, one of the reasons for that appears the presence of significant cross-regional differences both in terms of economic policy they conduct and objective economic, geographical, social, and political conditions in the regions
. In such circumstances, the application of standartizing indicators (the size of a region’s economy, the average annual temperature) does not eliminate the differences. The alternative approach implies the division the regions into separate homogenous groups (i.e. typology) and conduct of consequent qualitative analysis within each of them. Unfortunately, the existing typologies of the RF Subjects do not meet the requirements to singling out homogenous groups of regions for the purpose of solution of economic problems (see Chapter 1).

In the present research, the typology of the RF Subjects is understood as an establishment of qualitative inter-relations between groups of regions with close values of economic indices that characterize the most important, in our point of view, three aspects of economic development of a region: that is, its population’s living standards, investment activity, and its economic capacity. Homogenous groups of regions are singled out on the basis of statistical (cluster) analysis of multidimensional vector of variables that determine each of the noted three factors. The position of each region in three classifications is identified with account of change in the situation in the region over 3-6 years. Attribution of a region to the same type over several years allows identification of the stability of the types that have been singled out, as well as the convergence between different types or between regions within the same type..

On the basis of experiences gained in the course of implementation of the previous projects by IET
 and the research program within the framework of the present IET-CEPRA project, we singled out three characteristics of economic situation in the Subject of the Federation that should be primarily taken into account whilst studying into problems of economic development both at the federal and sub-federal levels, as well as in the course of development of economic policy:

1. Living standards;

2. Investment activity;

3. Economic capacity.

Of course, this set of characteristics is not exhaustive and does not permit to reflect all differences among regions. However, from our point of view, these three aspects of economic situation of the region permit to single out groups of RF subjects, which may be seen as sufficiently homogeneous for the purposes of economic research similar to the regional studies conducted in the framework of the CEPRA project and the analysis of consequences of economic measures taken at the federal level. For instance, interregional differences of living standards (the set of regional living standards indicators) permit to characterize not only the poverty line in an RF subject, but also internal and external (on the part of residents of other regions) demand for goods and services in the region, interregional flows of financial and labor resources, the social situation, interregional differences in price levels.

An analysis of investment activity reflects, inter alia, the nature of cross-temporal preferences of economic agents in the region, for instance, the ratio between the amount of investment and current consumption. The distribution across sources of investment (internal, foreign) is an indicator of the investment climate and investment attractiveness of the region. At the same time, the latter to a considerable degree depends on the character of economic policies pursued by the regional authorities, regional legislation, institutional transformations.

The economic capacity, as we define it for the purposes of this study, represents a set of indicators characterizing not only the economic structure of the region and its endowment with mineral wealth, but also the output dynamics observed in the region over past years, the current level of economic activity.  

Below we will be considering main hypotheses of singling out possible groups of regions and selecting indicators for each of the aforementioned 3 characteristics.

Cross-regional differentiation of the population’s living standards. In this particular classification placed in the frame of general typoligization of Russian regions, we will be considering the vector of indices characterizing the cross-regional differentiation of the population’s living standards: 

 -the level of absolute poverty of the population in the given region, which is characterized by the share of the population with their income under  regional subsistence level;

-the level of relative poverty of the region’s population, which is characterized by the local  population per capital income level relative to the  regional subsistence minimum;

- the volume of inter-regional income flow that is characterized by the ratio of the local population’s average income per capita to regional subsistence minimum. 

Investment activity in the regions.

 In order to classify the RF regions by their investment behavior we have selected three characteristic variables:

- the investment in capital assets to gross regional product (GRP) ratio, which characterizes the absolute level of investment in the region. This indicator is rather inertial and reflects, inter alia, the degree of maintenance of fixed assets existing in the region;

- relative growth rate in investment in capital assets on the regional level compared to the average level nationwide, what reflects the interregional differences in investment activity and the cross-temporal preferences of economic agents in the region (for instance, their propensity to invest at present for the sake of future profits); and

- the volume of foreign investment to GRP ratio, what is a characteristic of the investment climate in the region (institutional, political and legal conditions of investment) and the openness of the region.

Economic capacity of a region.

In order to classify the regions in terms of their economic capacity we singled out the following set of current fundamental indices of a regional economy and its current growth rates:

- ratio between the rates of growth in Gross Regional Product and Russia’s GDP, which characterizes the current economic situation in the region in relation to the situation of the national economy at large;

- unemployment rate (the ratio between the number of the unemployed and the economically active population), which characterizes both the accumulated decrease in the regional output volume, the process of creation of new jobs (production capacities) in the region, and the situation on the market of labor resources (availability of sufficient idle labor resources required for the economic upswing);

- the proportion of the fuel sector in the volume of industrial output in a region, which characterizes the degree of dependence of the regional economy on the fuel and energy complex. This indicator, on the one hand, demonstrates the dependency of the region on the fluctuations in the global business situation and, on the other hand, the vulnerability of the region to trends related to the “Dutch decease.”

* * *

The present paper comprises five sections and four Annexes.. The first section comprises review of existing papers on typologies of countries and regions of RF carried out in the USSR and RF and the description of main principles of building of various ratings of the RF Subjects, along with a short description of the modern country and regional typologization theories. The conclusions drawn from the first section contain arguments in favor of conducting additional studies into the issue of regional typologization, because the existing research papers do not cover the whole set of problems nor they resolve a number of important problems that necessitate carrying out a typologization of Russian regions. 

The second Chapter describes the methodology of the present research with emphasis put on description of methods of cluster analysis and justification of their employment for the purpose of the present paper. In addition, the Chapter contains a short review of main formal methods of country and regional typologization employed in the modern regional economics. 

The third Chapter comprises calculations and results of multidimensional classifications by the above 3 econometric characteristics.

The fourth Chapter provides typologization of RF Subjects  formed on the basis of qualitative analysis and combination of results of multidimensional classifications of regions, and conclusions concerning stability of the research output. 

The fifth Chapter presents results of the calculations concerning the typologization of RF regions based on a different methodology (a combination of factor and cluster methods) of multidimensional analysis of regional data.

 Annex I contains detailed comments on the review of existing papers on classifications and typologies of RF regions provided in Chapter 1. Annex 2 provides calculations for multidimensional classifications of regions by single years and contains the results of clusterization with regard to the breakdown of the whole set of objects (Russia’s regions over 5 years) by clusters in terms of the living standards indicators in accordance with all employed methods and using several distances. Annex 3 comprises  the classification of RF subjects based on the characteristics of privatization processes, the results of which are used for a qualitative analysis of the results in the main text of the report. Annex 4 presents the socio-demographic typologization of Russian regions of auxiliary and applied nature.




� In this country, another important reason is differences in  regional statistical methodologies, however, the present research does not tackle this issue.


� See, for instance, “Ekonomika perekhodnogo perioda. Ocherki ekonomicheskoi politiki postkommunisticheskoi Rossii 1991 – 1997” (Economics of the Transition Period. Outline of Economic Policy in Post-Communist Russia 1991-1997), M.: IET, 1998.
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