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1. Introduction!

The global economic crisis of 2008—2009 gave rise to great expansion of
state interference in the economy. This tendency was observed not only in
Russia [Simachev et al., 2009] but also in most countries throughout the world
[Bertelsmann Stiftung, 2010; World Bank, 2010]. Experts from international
organisations note that state interference in the economy is highly likely to
continue in the near future [World Bank, 2011]. In a sense, it is possible to
speak about “return of the state” to the economy after about 30 years of lib-
eralisation and deregulation of global markets. In this context, empirical anal-
ysis of relations between the state and business assumes great importance both
to economic theory and economic policies.

As has been shown in previous studies [ Yakovlev, 2008; Yakovlev, 2011],
this line of research has had a long prehistory. Its foundations were a well-
known study of “state capture” effects [Stigler, 1971] and the papers on pat-
terns of behaviour and the relative inefficiency of “politically influential”
firms [Faccio, 2006; Bertrand et al., 2006]. However, in recent years, a well-
known economist from Harvard University, Dani Rodrik, in his papers on
“new industrial policy” has upheld a thesis that in emerging economies, the
state and business should interact to guarantee steady economic development
[Rodrik, 2004; Rodrik, 2008].

With regard to Russia, many researchers following the model of George
J. Stigler and using empirical data from the mid-1990s, have found confirma-
tion of the hypothesis about “state capture” by firms, especially at the region-
al level [Hellman et al., 2000; Slinko et al., 2004]. These authors have assert-
ed that government support was given mainly to large, old, privatised enter-
prises that were inefficient but had “special relations with authorities”. How-
ever, other more recent papers [Frye, 2002; Frye et al., 2009] have used
newer empirical data to suggest and prove another hypothesis — one about the
existence of “a system of exchanges” between enterprises and public agen-
cies. In particular, these papers have demonstrated that the firms that received
government support faced additional costs and liabilities at the same time.

! This study was carried out on the database, which was formed by the Institute for Indus-
trial and Market Studies at HSE. Olga Demidova appreciates the Program “Scientific Founda-
tion of the HSE” the support of this research (the individual research grant No. 10-01-0140),
and Andrey Yakovlev appreciates the support under the Program of Basic Research of the HSE.
The authors are grateful to participants of IIMS research seminar (February 2011) and EACES
Workshop on “Comparative Empirical Studies on Corporate Governance and Corporate Fi-
nance” (April 2011) for their remarks and comments.
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The results that were obtained [Yakovlev, 2011] indicated that, on the eve of
the crisis 0of 2008—2009, priorities of provision of support by federal, region-
al and municipal authorities had shown quite visible disparities. In particular,
the established “system of exchanges” between the state and business at the
federal level was much more conservative — it was focused on old enterprises,
companies with government stakes and firms that preserved jobs. On the con-
trary, government support given in 2007-2008 at the regional and municipal
levels turned out to be better orientated towards modernisation, and invest-
ment activity of enterprises and presence of foreign investors were used as
criteria for its provision.

These shifts can be examined in the conceptual framework of “second best
institutions” elaborated in [Rodrik, 2008]. They can also be interpreted in Rus-
sian conditions as the manifestation of a model of “fiscal federalism and po-
litical centralisation”, which was used for explanation of successful econom-
ic reforms in China [Montinola et al., 1995; Qian, 1999; Blanchard & Shlei-
fer, 2001].

In the above-listed papers, interaction between the state and business, as
arule, is discussed in terms of direct government support in the form of a va-
riety of subsidies or tax benefits. However, analysis of programmes for crisis
management, which were implemented by a number of governments during
the crisis of 2008—-2009 [Bertelsmann Stiftung, 2010], shows that public pro-
curements were an important tool for influencing enterprise behaviour. In par-
ticular, in China, the government funded large-scale infrastructure projects
that were enacted to stimulate demand, and in Russia, an attempt was made
to use public procurements for support of small and midsized enterprises (in-
troducing quotas for the SMEs in the total volume of government orders). It
should be emphasised that use of public procurements as an instrument of cri-
sis management in developed countries is a continuation of a tendency from
previous years. For instance, consideration of ecological orientation of sup-
pliers was quite typical of many European countries, which was reflected in
the “green procurement” policy (for example, see publications of a series of
international public procurement conferences at http://www.ippa.ws/).

Problems related to government activities in provision for public needs
using the market for public procurements were discussed in special HSE policy
paper (HSE, 2010). However, the authors discuss mostly the normative legal
regulation of public procurements on the basis of either macroeconomic
indicators or certain cases from the practice of government customers.

There are very limited number of empirical studies of public procurements
and their influence on enterprise behaviour in Russia that rely on micro-level

4



data [Yakovlev, Demidova, 2010]. This study have shown, using the data of
large enterprise surveys of 2009, that government orders were more often
given to large and old enterprises and also to firms with government stakes.
In this period, factors indicating the presence of modernisation (large-scale
investment, exports, [SO certification), which could give evidence of the high
efficiency of the firms in question, never affected the choice of suppliers for
government needs.

However, the this study did not examine public procurements in interaction
with other tools of government support. Taking into account the fact that public
procurements are widely used in many countries as an instrument of crisis
management, and regarding these procurements as tools for indirect support
of enterprises, we try to answer the following questions:

* What position do public procurements hold in the system of relations be-

tween business and the state?

¢ Can public procurements be considered to be a component in the system

of exchanges between enterprises and authorities?

» To what extent are public procurements, as tools for stimulation of de-

mand, combined with mechanisms of direct financial or organisational

support of enterprises?

The remainder of our work is arranged as follows. Section 2 describes the
main parameters of the sample of surveyed enterprises. The Section 3 presents
descriptive statistical data, which give an observation of the scale and types
of interaction between enterprises and government branches, as well as of dif-
ferences between the firms that took part or did not take part in supplying
government needs in 2008. Along with the results of previous studies, these
descriptive statistics serve as the basis for formulation of our hypotheses in
Section 4. In this section we also substantiate our approach. Section 5 offers
a characteristic example of the results of our regression analysis. Finally, Sec-
tion 6 contains our main conclusions and questions for further studies.

2. Informational Background of the Study

We based our analysis on the results of a survey of 957 top managers of
manufacturing enterprises that was conducted in February — June 2009 by the
Institute for Industrial and Market Studies at the HSE and the Levada Centre.
Among our respondents, 67.5% were chief executive officers and executive
managers in their companies; 31% were deputy CEOs in charge of economy



and finance; and only in 14 enterprises did our respondents hold different po-
sitions. The surveyed enterprises were located in 48 regions and represented
eight sub-industries.

The average number of employees in the surveyed enterprises was 587
(the minimum number was 4, and the maximum, 11536). Enterprises with
fewer than 250 employees made up 45% of the sample; with 251-500 em-
ployees, 24% of the sample; with 501-1000 employees, 17% of the sample;
and the share of firms with more than 1000 reached 14% of our sample. Among
the surveyed enterprises, 75% were founded before 1992 (which means that
decisions about their location, scale and specialisation were made according
to criteria of the planned economy). Only 25% of all enterprises could be con-
sidered new, including the 15% of all respondents that were founded during
the unstable era of 1992—-1998.

Six per cent of the survey enterprises were located in Moscow; 45% were
located in the capitals of republics, territories or regions; 41% were located
in provincial cities; and 8% were located in townships. In addition to the data
on administrative status of the settlements where the respondent firms were
located, we also used regional ratings of investment potential according to the
Expert-RA Rating Agency in 2008. Forty-one per cent of all enterprises were
located in regions with lower than average investment potential, and 30% were
located in regions with above average potential. Nine per cent of all firms
listed the state as one of their owners; 8% had foreign shareholders, and 17%
gave no answer about their ownership structure. Twenty-eight per cent of the
enterprises were affiliated with business groups, and 40% were members of
business associations.

The questionnaire included questions about participation of enterprises in
supplying government needs and a number of questions concerning the nature
of relations of the respondent firms with government agencies. In particular,
top managers of the enterprises had to answer whether they had provided
assistance to local and regional authorities for social development of their
regions and whether their enterprises had received financial or organisational
aid from federal, regional and local authorities. Forty-one per cent of the
enterprises participated in the system of public procurements, 71% gave
assistance to authorities, while the assistance of 21% of them was substantial

2Food and Kindred Products; Textile Products and Apparel; Lumber and Wood Products;
Chemicals; Primary Metals and Metal Products; General Industrial Machinery and Equipment;
Electrical and Electronic Equipment and Optical Instruments; Transportation Machinery and
Equipment.



(over 0.1% of their sales revenue). Thirteen per cent received some kind of
aid from federal agencies; 26%, from regional agencies; and 20%, from local
authorities.

3. Descriptive statistics of Enterprise Behaviour
and their participation in public procurement

We use the data from Table 1 for a description of differences between the
firms that took or did not take part in supplying government needs in 2008.
Columns 3 and 4 in this table describe the general distribution of firms in the
sample according to the relevant indicator. Column 5 shows the share of these
firms in the total number of firms included in the relevant category. A compar-
ison of this indicator with the average share of the firms that took part in sup-
plying government needs in the sample (41%) allows us to point out that such
differences do exist, and the data from Column 7 show that these differences
are statistically significant (according to a chi-square test for independence).

As seen from the above data, participation of the firms in the system of
public procurements depends on their lines of business. For instance, in lum-
ber and wood products, only 16% of all firms take part in public procurement,
while the share of suppliers among makers of electrical and electronic equip-
ment and optical instruments is 62%. Participants in public procurement are
larger in scale (the average number of workers on their payroll is 692 versus
587 in the total sample). Among the firms founded before 1992, the share of
participants in the system of public orders was 44%, and among those found-
ed after 1998, it was only 29%.

The firms with government stakes in capital were apparently more active
participants in public procurements. Among them, 63% had government or-
ders, compared to 37% in the group of private firms. Judging by the data of
Table 1, membership in business associations had positive influence on ac-
cess to government orders; among members of business associations, the share
of participants in public procurement was 46%, and among non-members, it
was only 38%.

Members of business groups and firms with foreign stakes were less ac-
tive in the market for public procurement, but these differences remained sta-
tistically insignificant.
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A statistically significant difference was observed between enterprises lo-
cated in regions with different investment potentials. In particular, in the re-
gions where investment potential was above average, in 2008, 53% took part
in public procurements, while in the regions where investment potential was
below average the share of such firms was only 35%.

Moreover, we made a preliminary analysis of correlations between par-
ticipation of enterprises in the system of public procurements, their assistance
to the state for social development of the region and whether or not they re-
ceived support from the state.

We could expect, given the assumption of the “elite exchanges” model
[Frye, 2002], that the firms that assisted the authorities would have wider ac-
cess to public procurements. However, in this case the differences were min-
imal and statistically insignificant. Having received support from all levels of
government (federal, regional and local) was positively related to participa-
tion in public procurement. This correlation was most noticeable in enterpris-
es that received support from federal authorities.

At the same time, we must take into consideration that the pattern of the
above-mentioned correlations can be influenced by some other factors. For
instance, positive correlation between participation in public procurements
and ownership in business associations may be predetermined by the fact that
associations traditionally have a wider representation of large firms, which
also are more frequent suppliers of government needs. The factor of enterprise
size can also affect the correlation between receiving support in government
aid and taking part in public procurements because large firms have more of-
ten received support from all levels of government .

Nevertheless, the above-presented descriptive statistics, in combination
with results of previous studies, enabled us to formulate a number of hypoth-
eses, which will be tested below by econometric methods.

4. Main Hypotheses and Methodology
of Econometric Analysis

Results of the analysis carried out in the paper [ Yakovlev, 2011] confirmed
the thesis about the predominance of the “exchange model” in the relations
between enterprises and the state proposed by Timothy Frye. This exchange
was displayed through assistance in social development of regions or to
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maintenance of jobs by the enterprises that had been recipients of government
support. At the same time, the “system of exchanges”, which was established
at the federal level, was more focused on old enterprises, companies with
government stakes and the firms that had maintained jobs. At the regional and
local levels, investment activity of the firms and presence of foreign investors
among shareholders were favourable factors for the provision of government
aid. These results gave us grounds for a supposition that support of enterprises
from regional and local authorities was more effective.

However, one of limitations of the paper [ Yakovlev, 2010a] was the problem
of endogeneity. In particular, in the support of the more active firms, the
causality remained unclear. Although the study contained an implicit suggestion
that regional and local authorities supported the investing firms, an alternative
interpretation could also be no less true: that large-scale investment was made
by the firms that had earlier received government support or were recipients
of the rent from government limitation of new entry to their markets.

We have focused our attention in this study on the role of public procurements
within the established “system of exchanges” between enterprises and
government branches and on the analysis of the relationship between direct
and indirect instruments of government support. This approach enabled us to
formulate the following four hypotheses:

1)_Public procurements as a component of the system of exchanges. In
the logic of “the model of exchanges”, the firm that gives support to authorities
should have preferential access to government orders.

2) Complementarity of different tools of public support. Since the mid-
2000s, a tendency toward a much more active industrial policy, with a focus
on government attention on certain sectors of the economy or on activities of
certain enterprises (as a rule, the large ones) has appeared in Russia. If this
type of policy is consistent, direct forms of government support (financial and
organizational) can be expected to be combined with indirect support of the
same enterprises of high priority by means of procurement of their goods and
services for government needs.

3) Mutual substitution of different instruments of government support.
Under the limitation of resources at the disposal of public authorities, logic
opposite to Hypothesis 2 is possible: public authorities, in their efforts to
provide support to the widest possible range of enterprises, can diversify their
instruments of support — for instance, they can render financial or organizational
support to those firms that have no access to government orders. This hypothesis,
in particular, may be true for regional and local authorities due to the reform
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of inter-budgetary relations and delineation of powers between different levels
of government in the early 2000s. Significant toughening of budgetary
constraints for regions, and especially for municipalities, was one of the results
of this reform.3

4) Change in the ratios of direct and indirect tools of government support,
as indicators of regional social and economic development improve. A paper
by Yakovlev [2011] contained a mention that, in the more developed regions,
a smaller number of enterprises gave assistance to authorities for social
development in the regions, and also a much smaller number of firms received
financial or organizational support from the state. However, the data of Table
1 show that the share of firms performing government orders is much higher
in more developed regions. This difference was also highly significant in all
models that were evaluated by Yakovlev and Demidova (2010). In this
connection, we can suppose that a rising level of economic development of a
region is related to changes in the structure of cooperation between enterprises
and government bodies, notably, that direct support is replaced by indirect
assistance.

The above-formulated hypotheses can be empirically tested through the
evaluation of logit and probit models with a dependent variable, State Pro-
cure —an indicator of enterprise participants in public procurements in 2008 —
and with independent variables describing the size of the enterprise, date of
their foundation, forms of ownership, administrative status of cities, invest-
ment potential of regions and indicators of membership in business groups
and business associations.

In keeping with the initial purpose of our study, we must also include the
variables describing relations of enterprises with government branches in the
right part of regression equations. However, our preliminary analysis has shown
that these variables are endogenous — they not only affect participation of
enterprises in public procurements but, in turn, can depend on it. Therefore,
if we evaluate the model with endogenous variables in the right part, we are
able to get biased estimates of coefficients at all factors. One of the ways to
solve this problem (under the condition that the endogenous variable is
continuous) is to use the method of instrumental variables, which in the case
of one endogenous variable adds up to the replacement of this variable with

3 For instance, a high-ranking official in the administration of Kazan asserted in Autumn
2010 in an interview with one of the authors of this paper that since the mid-2000s tax revenues
of the city budget, as such, as a rule covered no more than a half of expenditure items, and the
rest was funded with transfers and subsidies from federal and regional budgets.
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its projection in the space of instrumental variables [Green, 2008]. However,
we have a binary endogenous variable, and its projection can take on any
value, so this method will not suffice.

Another method, which allows for coping with the problem of endogeneity,
is the evaluation of a system of variables. However, not even a system of linear
equations with continuous independent variables can be evaluated unless the
conditions of order and rank are fulfilled [Maddala, 2001]. In our case, the
situation is complicated because dependent variables are binary, so that the
system of linear equations cannot be used (just as in the case of evaluation of
a model with a binary dependent variable, logit and probit models must be
used rather than a model of linear probability).

One of ways out of this difficult situation is offered by Arendt and Holm
[2006]. If we want to evaluate a model with a binary dependent variable Y,
and a binary endogenous variable Y, , then in order to obtain non-biased
evaluations, we have to turn to the system of bivariate probit models of the
following type:

Yl* = Xp +al, +e,
(1)
Yz* =X2I32 tE,

Y, = Lif ¥, >0 and 0 otherwise,

Y, = Lif ¥, > 0 and 0 otherwise,
(Y, Y, - latent variables),

where a,B,,8,,p are a set of evaluable parameters B,,5, are vectors of
coefficients, ¢,e, ~ N(0,0,1,1p) (p — coefficient of correlation of errors in

the first and second equation), and X, X, are sets of independent variables
corresponding to the first and second equations.

The first set of variables does not contain some variables of the second
one. The last requirement, together with non-occurrence of the variable ¥, in
the second equation, is the condition for identification of parameters of the
model (just as conditions of order and rank in the case of the linear system

with continuous independent variables).
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In all our models, Y, is the variable State_Procure — the indicator of
participation of an enterprise in public procurements in 2008, and Y, is one
of'the variables, which describes relations of the enterprise with the state. This
variable will be concretely defined in each of the below given models. The
complete description of such dependent variables is given in Table A1 in the
Appendix.

The description of all independent variables included in the matrix X, is
given in the Table A2 in the Appendix. The matrix X, does not include the
variables Foreign Stock and Moscow, Centre, and PGT because hypotheses
about independence of the relevant indicators of enterprises and their partici-
pation in public procurement were not rejected (see Table 1). Initially, the ma-
trix X, contained the variable Association, but because coefficients at this
variable in the first equation turned out to be insignificant in all models, we
decided to exclude it for the sake of higher efficiency of evaluations of coef-
ficients at all variables.

5. Strategy and Results of the Empirical Analysis

The logic of the regression analysis came to the following. At first, we
tested the hypothesis about preferences for access to government procurements
of the firms that assist authorities in social development of their regions. For
this purpose, we evaluated models 1.1 and 2.1, which explored the relationship
between the variable State Procure and the variables FirmHelp (the indicator
of providing help to the state) and FirmHelpSuf0.1 (the indicator of provision
of significant help to the state — more than 0.1% of proceedings from sales),
which were dependent variables in the second equations of these models.

The results of evaluation of these models are given in Table 2. Coefficients
at the variables FirmHelp and FirmHelpsuf0.1 in the first equation have turned
out to be insignificant, which means that the fact of providing assistance to
authorities does not give the firms any preferential access to public procurements.
Consequently, our first hypothesis was not accepted, and we have no reason
to assert that public procurements in Russia are a component in the “system
of exchanges” between the state and business.

At the second stage, we tested the second and third hypotheses about re-
ciprocal supplement and substitution of direct and indirect instruments of gov-
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ernment support. For this purpose, we estimated models 3.1-6.1 using vari-
ables FRLHelp, FedHelp, RegHelp and LocHelp (respectively, indicators of
receiving support from all levels of government, and also separately from fed-
eral, regional and local authorities) as explanatory variables in the first equa-
tion and dependent variables in the second equation.

According to the results of our evaluation (see Table 2), the coefficient at
the variable FRLHelp in the model 3.1 was insignificant, which means that
we cannot say how much participation of the firms in public procurements
depends on receiving direct government support unless we give a concrete
designation of the level of this support. Concretisation of levels of support in
models 4.1-6.1 has enabled us to explain this influence.

In particular, coefficients of the variables FedHelp and LocHelp in the
models 4.1 and 6.1 became significant (p < 0.01 and p < 0.05, respectively).
In the first case (the model 4.1 with estimation of the influence of receiving
federal support by a firm on its access to public procurements) the coefficient
was positive, while in the second case (the model 6.1 with estimation of in-
fluence of receiving support from local authorities) it was negative. This means
that direct and indirect instruments of government support complement each
other at the federal level, but substitute each other at the local level — in other
words, the firms that receive support from municipal authorities have fewer
chances to get access to the system of public procurements.

The models, which we used to test hypotheses 2 and 3, also offered us the
possibility to confirm or reject hypothesis 4, which examined the changing
structure of instruments of government support as the level of economic de-
velopment in the region where the respondent enterprise was located increased.
As follows from the data of Table 2, coefficients at the variable Reg Poten-
tial High (enterprises located in regions with high ratings of investment po-
tential according to Expert-RA Rating Agency) were highly significant. These
coefficients had a positive sign in the first equations and a negative sign in
the second equations. In other words, in more developed regions firms re-
ceived direct government support less frequently but had more chances to get
indirect support by the means of the system of public procurements.

We have to emphasise that the results confirming the validity of hypothe-
ses 2, 3 and 4 were obtained by controlling a large number of other factors,
including enterprise size, industrial affiliation, stakes of the state in the capi-
tal of respondent firms, time of their establishment, and location.
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In addition to this analysis, we must note that while we had 957 observations
in our initial sample, we included the data from a narrower range in the above-
examined models (from 795 in the models 1.1 and 2.1 to 793 in the model
6.1). This decrease in the size of sample was made because we used a large
number of variables, some of which had missing values. A more detailed
analysis showed that these omissions were largely related to the variables
State Owner and Foreign_Stock, which described ownership structure of the
respondent firms. In particular, 161 top managers (or about 17% of all
respondents) refused to answer this question.

To eliminate this effect and to test the stability of the results that we had
obtained earlier on a wider sample, we converted the refusal to answer about
ownership structure into an independent category.* In Table A3 in the Appen-
dix, we gave a comparison of basic features of the enterprises that gave and
refused to give an answer to the structure of their ownership. As seen from the
data of this table, the firms whose top managers refused to disclose informa-
tion about ownership structure had given assistance to authorities less often
than other firms and got support from regional and local authorities a little
more often. They also were slightly more often found in regions with low and
average investment potential and were located in townships. However, none
ofthese differences were statistically significant. Only the answers to the ques-
tion about membership in business associations were significantly different (at
the level < 0.05). Among the firms that answered the question about owner-
ship structure, 42% were members of business associations, while among those
who avoided answering, the ratio of membership was only 31%.

We added the variable Ownership No to both equations in our initial mod-
els, then evaluated them once more. The results of this evaluation are given
in Table 3.

As seen from the above data, model 2.2 shows that substantial aid to au-
thorities for social development of a region has begun to positively influence
access to public procurements — though at a low level of significance (p <
0.10). Nevertheless, taking into consideration that the relevant coefficient was
insignificant in model 2.1, we cannot believe that this result is stable, and con-
sequently, we cannot affirm that public procurements are a component in the
“system of exchange” between enterprises and authorities.

4 In the course of our survey, we didn’t ask respondents to name concrete owners. We asked
them to answer only what categories — the state, foreign investors, management, employees
etc. — were included in the structure of owners.

This approach, which gave interesting results, was first offered by Andrei Govorun in his
study of the factors that influenced membership of firms in business associations.
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Expansion of the sample and inclusion of the enterprises that refused to
answer the question about ownership structure into our analysis gave us a
mixed result for the models 3.2—6.2. The coefficient at the relevant variable
remained positive and statistically significant only in model 4.2, which de-
scribes the correlation between receiving support from federal agencies and
access to public procurements. Consequently, we can affirm that reciprocal
complement of tools of direct and indirect government support is observed
only at the federal level. The results proved to be unsteady in other cases.

However, they give grounds for new and interesting suppositions. In par-
ticular, inclusion of the firms that refused to answer about ownership structure
in model 5.2 made the coefficient of the variable RegHelp turn from an insig-
nificant into a statistically significant one (p < 0.05), and in model 6.2, the
coefficient at the variable LocHelp changed its sign from “minus” to “plus”.

In other words, after inclusion into our analysis of the firms that refused
to answer about ownership structure, receiving support from regional authori-
ties began to significantly affect access to public procurements, and such ex-
pansion of the sample at the municipal level changes the pattern of relations
altogether. Let us emphasise that the firms from this group enjoy advantages
in receiving direct support from regional and local authorities (see the results
for second equations in the models 5.2 and 6.2).

In other words, our results show that the patterns of interaction of regional
and local authorities with the firms that gave information about their owners and
the firms that refused to answer this question are different. While in the first
case, we can observe substitution of instruments of direct and indirect govern-
ment support (see, in particular, the model 6.1 in the Table 2). In the second case,
although resources at the disposal of regional and local authorities are limited,
we can speak of the reciprocal complement of the instruments of government
support (model 5.2 in the Table 3). This difference in the nature of interaction
is the evidence that the second group of firms has advantages in relations with
regional and local authorities and gives us grounds for the assumption that the
refusal to answer the question about ownership structure may be an indirect sign
of informal affiliation of the relevant firms with regional and local bureaucrats.
However, this assumption certainly needs an additional check.

Concluding this section, we notice that models 3.2—6.2 have confirmed
the steadiness of differences between the more and the less developed regions
in their use of instruments of direct and indirect support of enterprises. More-
over, we can also mention, among other significant results of our regression
analysis, that in all the models, large enterprises and companies with govern-
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ment stakes had more chances to get public procurements. On the contrary,
the firms that are subsidiary of holding companies less frequently provided
supplies for public needs. These conclusions were in line with the results of
the analysis that we earlier carried out [ Yakovlev, Demidova, 2010].

6. Main Conclusions

In this paper we have evaluated the influence of the established interaction
of enterprises and governments of different levels on access of these enterprises
to the system of public procurements. In our study we relied on the sample of
manufacturing enterprises, and the obtained results are valid only for this
category of firms.

We have suggested the hypotheses that 1) under Russian conditions, public
procurements may serve as a component of the “system of exchanges” between
enterprises and the state; 2) public procurements as an instrument of indirect
support of enterprises may be a complement or a substitute for instruments of
direct government support; and 3) a rising level of economic development of
aregion leads to a decrease in the volume of direct support and to an expansion
of the use of indirect government support.

Our analysis gave the following results:

1. Assistance to authorities in the social development of a region gives the
firm no additional chances for receiving government orders. Accordingly, we
cannot maintain that public procurements in Russia are integrated into the
“system of exchanges” between the state and business.

2. The enterprises that receive direct support from federal authorities en-
joy privileges in access to public procurements. This result was robust by the
control for many additional factors and for different specifications of the ini-
tial model. Therefore, we can assert that, at the federal level, direct and indi-
rect government supports are complementary.

3. At the regional and local levels, the revealed relationships turned out to
be non-robust. Nevertheless, our results give us grounds to suggest that in-
teraction with regional and local authorities in Russia is different for the firms
that gave information about their ownership structures and those that refused
to answer this question. In the first case, we can rather observe substitution
of instruments of direct and indirect support, but in the second, despite lim-
ited resource at disposal of regional and local authorities, we rather note a re-
ciprocal complement of direct and indirect instruments of government sup-
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port. The explanation of this difference can be related to the fact that the firms
that conceal information about their owners are, in reality, informally linked
with regional and local bureaucrats. However, this assumption needs further
verification and can be a topic for further research.

4. The firms that are located in the more developed regions received gov-
ernment support less frequently but, at the same time, had more opportunities
to get access to public procurements. This result can imply that as the level
of economic development of a region increases (which, among other factors,
means that revenues of regional and local budgets grow), the role of public
procurements as an instrument of government support and influence on be-
haviour of firms through stimulation of demand for their goods and services
becomes stronger.
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Appendix

Table Al. List of Dependent Variables

Name of the Description of the variable”
variable
State Procure The enterprise provided supplies on government orders in 2008
FirmHelp The enterprise provided assistance to the authorities
FirmHelpSuf The enterprise provided substantial assistance to the authorities (more than
0.1% of proceedings from sales)

FRLHelp The enterprise received support from federal, regional or local authorities
FedHelp The enterprise received support from federal authorities
RegHelp The enterprise received support from regional authorities
LocHelp The enterprise received support from local authorities

3 All variables assumed values 1 — Yes, 0 — No.

Table A2. List of Independent Variables

Name of the Description of the variable
variable
Sector Code of the Industry in of All-Russian Industry Classification Standard
(two-digit)
InSize Natural logarithms of average number of workers on payroll

Foundation 92-98

The enterprise was founded in 1992—1998%

Foundation 98+

The enterprise was founded after 1998

State_ Owner

Government stake in ownership?

Foreign_Stock

Foreign stake in ownership®

Ownership_no
answer

Refusal to answer the question about ownership structure®

Reg_Potential Mid

Investment potential of the region is average®

Reg Potential High

Investment potential of the region is above average?

Holding The enterprise is a member of a business group”
Holdinhead The enterprise is a holding company of a business group®
Association The enterprise is a member of a business association?
Moscow Moscow?

Centre Capital of a republic / krai / oblastt”

PGT Township®

¥ 1 —Yes, 0 — No.

26




Table A3. Basic Characteristic of Enterprises, which gave and refused to give the answer
about structure of their ownership

Characteristic Attributes Gave the answer Refused to give p-v¥
of enterprises about structure of the answer about
their ownership structure of their
ownership
Quantity | Percentage | Quantity | Percentage
1 2 3 4 5 6 7
Two-digit code | Food 199 25% 36 22.4%
of All-Russian Textiles and
Industry sewing 72 9.1% 17 10.6%
Classification - 0.915
Standard Timber anq
woodworking
products 67 8.4% 14 8.7%
Chemical
production 76 9.6% 12 7.5%
Metallurgy and
metal working 80 10.1% 18 11.2%
Electrical,
electronic and
optical equipment 98 12.3% 19 11.8%
Transport vehicles
and equipment 73 9.2% 13 8.1%
General industrial
machinery and
equipment 131 16.5% 32 19.9%
Total 796 100% 161 100%
Average number | Average value 580 617 0.86"
of workers on Standard deviation 918 1070
payroll Min 3 10
Max 11536 8955
Time of Before 1992 600 75.4% 120 74.5%
foundation 1992-1998 118 14.8% 27 168% | 0772
After 1998 78 9.8% 14 8.7%
Total 796 100% 161 100%
Investment Low 324 40.7% 72 44.7%
potential of the  ['pyjop 225 28.3% 49 304% | oo
region Average 247 31% 40 24.8% '
Total 796 100% 161 100%
Independent Independent 575 72.2% 112 70%
enterprise of — I'gypsidiary of a
part of a holding holding company 0.33
company group | oroup 192 24.1% 45 28.1%
Head holding
company 29 3.7% 3 1.9%
Total 796 100% 160 100%
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Characteristic Attributes Gave the answer Refused to give p-v¥
of enterprises about structure of the answer about
their ownership structure of their
ownership
Quantity | Percentage | Quantity | Percentage
1 2 3 4 5 6 7
Membership No 462 58% 111 69%
in business Yes 334 2% 50 31% | 001
ati
associations Total 796 100% 161 100%
Administrative | Moscow 48 6% 12 7.5%
status of a Capital of republic
settlement / territory, region 367 46% 66 41% 0.145
Provincial town 326 41% 64 39.7%
Township 55 7% 19 11.8%
Total 796 100% 161 100%
Assistance to No assistance 178 22.4% 41 25.5%
regional and/or | A gsistance
local authorities amounting to 0.464
0.1% of sales
revenue, or non-
estimable cost 449 56.4% 92 57.1%
Assistance above
0.1% of sales
revenue 169 21.2% 28 17.4%
Total 796 100% 161 100%
Enterprise No 505 63.5% 98 60.9%
rfecethEd a:dt Yes 290 36.5% 63 391% | oo
oM e SR rotal 795 100% 161 100% ‘
Received aid No 683 86% 145 90%
frotf}? f?;.iefal Yes 112 14% 16 10% 0,158
authortties Total 795 100% 161 100% ‘
Received aid No 596 75% 113 70%
fmtfﬁ‘ r‘?tg'O“al Yes 199 25% 48 30% 0206
authorities .
wen Total 795 100% 161 100%
Received aid No 645 81% 122 75%
fmtfﬁl 19t°,a1 Yes 149 19% 39 25% | 0112
autortes Total 794 100% 161 100%

** differences are significant at the 5%-level of significance.

» Main hypothesis: the two classifications are statistically independent.

 Kruskal-Wallis rank test.
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neB ; Ham. uccnen. yu-T «Bpicinast mkona s5koHoMUKH». — M. : M3a. nom Beiciieii nkossl 9KOHOMHUKH,
2011.—32 c. — 150 3k3. (Ha aHIIL. 53.).

B nanHO#t paboTe rocyapcTBeHHbIE 3aKYIKH PACCMAaTPUBAIOTCS KaK HHCTPYMEHT KOCBEHHOU
TOJUICPIKKH HPEATPUSTHIL CO CTOPOHBI TOCYIapCTBa. B 3TOM KOHTEKCTE B CTaThe PacCMaTpHUBAOTCS
CIISIYIOIIUE BOIPOCHL: KaKoe MECTO 3aHHMAIOT TOC3aKyIIKH B CHCTEME B3aHMOOTHOIICHHI OH3Heca
u BnacTu? MOXHO JIM UX CYUTATh YaCThIO «CUCTEMbI OOMEHOBY» MEX/LY MPEAIPUATHIMHU U rOCyAap-
cTBoM? B Kkakoif Mepe roc3akynku coueTaroTcs ¢ popMaMu IPSIMO TOANEePIKKY MpeanpusTiid? s
OTBETa Ha 3TH BONPOCH! ObLIN MCHOJIB30BAHbI JJAHHBIE ONTPOCa NPeINpHATHH, nnpoBeaeHHoro MAITP
BIID B 2009 . DxoHOMETpHUECKHUIT aHAIN3 [TOKa3all, 4To B Poccuu roc3akynky Heb3s1 CUUTaTh dJie-
MEHTOM CHCTEMbI OOMEHOB, a ()OpMa COBMEILCHHS NIPSMON 1 KOCBEHHON MOIJACPKKHI 3aBHCHUT OT
YPOBHS BIIACTHU, HA KOTOPOM IIPEIOCTaBIsIeTCs Toconaepxka. Ha ¢enepanbHOM ypoBHE IpsIMBIE H
KOCBCHHBIC HHCTPYMEHTbI TOCYIapCTBEHHOH MOAACPKKHU JOMOIHSIOT APYT APYTa, a HA PETHOHAIBHOM
¥ MECTHOM yPOBHE BO3MOXKHO KaK 3aMeIeHHe, TaK U B3aHMOJIOIIOJIHCHUE MEKTy TIPSIMOM H KOCBEH-
HOH nojyiepskkoid. [Ipu 3ToM 3 deKT B3anMoaononHeH s HaOIIOAeTCs B OTHOLICHUSIX ¢ pupMamu,
KOTOpBIE CKPBIBAIOT HH(POPMALIHIO O CTPYKTYpE COOCTBEHHOCTH H ITPEIIOI0KUTENBHO adduipoa-
HBI C PETHOHAIBHBIMU M MECTHBIMU YMHOBHUKAaMU. I1pOBeICHHBII aHAIIN3 1aeT OCHOBAHMS 110JI1araTh,
YTO NOBBIIICHHE YPOBHS YKOHOMUUYECKOTO PAa3BUTHS PETHOHA CBSI3aHO C COKpALIEHUEM IIPSIMOH MO
JICPKKH TIPEIPUSTHI TIPU OJJHOBPEMCHHOM PACIIMPEHUN KOCBCHHON IMOMICPKKH Yepe3 CUCTEMY
roC3aKyIoK.

Kniouesvie crosa: roc3akynku, B3aHMOOTHOIICHHS OM3HEca U BJIACTH, PETHOHAIBHOE Pa3BUTHUE,
Poccust.
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