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Republic of Bashkortostan.!
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsidestified by firms in Republic of
Bashkortostan benchmarked against averages forigdRudse second graph shows the top 3
constraints broken down by large, medium, and sfimalk in Republic of Bashkortostan.
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1106 companies were surveyed by in Republic of Baghktan. The benchmarks used for comparisons are
averages for Russia as a whole.



Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firr

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been ir
operation. The effect the busines
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gendr-

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ani
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances th Electricity Provision and Transportation
competitiveness of an economy an
generates a business environme
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enabl
the wuse of modern production
technologies. Conversely, deficiencie
in infrastructure create barriers tc .
productive opportunities and increas
costs for all firms, from micro-
enterprises to large multinationa  ° wanmemnsmeeayse T worrms ey Taporainsa
corporations.
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The survey captures the dual challenc ...
of providing a strong infrastructure for
electricity, water supply, telephone
connections, etc., and the developme
of institutions that effectively provide <1 &1
and maintain public services.

Water Provision

The first set of indicators shows the
extent to which firms are faced with  ~1
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity suppl
can increase costs, disrupt productiol
and reduce profitability.

Number
Hours

— Average Duration of

The second set of indicators measure

the efficiency of the water supply for Shortages i Typial Montn e o)
the manufacturing sector. Many I rev ofsastiorosan || Russa
manufacturing sectors depend 0! ..o
reliable and efficient sources of water

for their operations.

. . Infrustructure Services Delays
The third set of indicators evaluate:

o
2
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and g|
telephone connections. Service delay .~
impose additional costs on firms anc ©
may act as barriers to entry anc o
investment.
o -
Delay Delay
in Obtaining an in Obtaining a
Electrical Water
Connection Connection
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Trade

Open markets allow firms to expand
raise standards for efficiency or
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with custom:
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

Trade Engagement
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The survey collects information on the

operational constraints faced by ;

expor.ters and Importe rs and aIS' % of Exporter Firms % of Firms that Use
quantify the trade activity of firms. Supplies of Foreign ongin
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The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The first
graph shows the percentage of firm Customs Efficieny
who export directly or indirectly, i.e.
using an intermediary. The secon
panel shows the percentage ¢
manufacturing firms who use inputs o
supplies of foreign origin.
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The second set of indicators measure
the average number of days to clee
customs for imports and exports. Thi
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrUpt production, Average Time to Clear Average Time to Clear
. . . Direct Exports Through Imports from

interfere with sales, and result ir Customs Customs

damaged supplies or merchandise. B eooreeshiorosan || Russa
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The third set of indicators shows the
percent value of exports lost during
transport due to merchandise thef Losses During Direct Export
and breakage or spoilage, reflectin Due to Theft

Due to Breakage or Spoilage

the transport risks firms face during & o
the export process.

.03
1

Percent of Sales

.02
1
Percent of Sales

.01
1

o o

_ Rep. of Bashkortostan l:l Russia

d6_d7_Rep. of Bashkortostan



Regulations, Taxes, and Business
Licensing

Good economic governance in aree
such as taxation, regulations, an
business licensing is a fundament
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive
investment and reconcile private an
public interests. The number ol
permits and approvals that businesst
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation of
a country also determines the mix o
legal forms private firms take and
determines the level of protection foi
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses ot
the efficiency of business licensing
and permit services. The indicator:
evaluate the delays faced whel
demanding these services.

The second set of indicators
approximates the “time tax” imposec
by regulations: it measures the timu
spent by senior management il
meetings with public officials and the
average number of tax inspections
meetings with tax inspectors in a year

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie
with shares traded privately or non:
traded at all (closed), shareholding
companies publicly traded (open), sol
proprietorships, partnerships, ant
limited partnerships. A residual
category is included to capture legs
forms not easily classified into the
other categories.

Days

Business Licensing and Permit Delays
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Permit
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Corruption

Corruption by public officials may
present a major administrative ant
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public
officials to get things done. In many

countries bribes are common and quite

high and they add to the bureaucrati
costs in obtaining required permits an
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings with
tax inspectors or in order to secure
government contract.

The third set of indicators focuses ol
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informe
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource
from productive uses to cover securit'
costs. Both foreign and domestic
investors perceive crime as ai
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute
between firms and their clients occu
regularly in the course of doing
business. Resolving these disputes ci
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has
serious consequences for the formal
private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree c
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measurt
the direct costs of security incurred b
firms as well as their direct losses duc

Perception about the Courts

Rep. of Bashkortostan

Russia
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to crime. These resources represent i -

opportunity cost since they could hav
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Share of Unregistered Start-Ups

Percent of Firms
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a
family and friends by connecting firms
to a broad range of lenders ani
investors.

The survey provides indicators of how
firms finance their operations and o
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fc~
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to th
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses ol
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment

Rep. of Bashkortostan
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Innovation and Workforce

The Survey provide indicators thal
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality tha
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologie:
(ICT) in business transactions. ICT
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to react
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo

regulations have a direct effect on the

type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.

Innovative Capability

-
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Quality Certification
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Potential improvement in regional firms’ performance in the next 3 years after business
climate improvements (to the level of the leading regions)

Republic List of leading regions Employ  Profi Produc Expor
of ing ment t tivity t
Bashkort regi
ostan ons
Electricity 0.48 0.36 Belgorod Region; Republic of
Bashkortostan; Smolensk Region
Telecommunic 0.37 0.36 Belgorod Region; Republic of
ations Bashkortostan; Smolensk Region
Transport 0.54 0.34 Belgorod Region; Smolensk Region; 0.8%
Stavropol Territory
Customsand  0.37 0.11  Irkutsk Region; Smolensk Region; 2.5% 33% 1.8% 5.9%
trade Stavropol Territory
regulations
Practices of 0.83 0.33 Lipetsk Region; Novosibirsk Region;  4.0%
informal Stavropol Territory
competitors
Access to land 0.50 0.36 Belgorod Region; Smolensk Region; 1.1%
Stavropol Territory
Crime, theft 0.72 0.17 Belgorod Region; Smolensk Region; 3.6%
and disorder Stavropol Territory
Access to 1.09 0.64 Belgorod Region; Smolensk Region; 5.4% 5.1%
finance Stavropol Territory
Tax rates 2.37 1.40 Belgorod Region; Irkutsk Region; 4.3%
Smolensk Region
Tax 0.68 0.35 Belgorod Region; Smolensk Region;  2.9% 4.8% 2.9%
administratio Stavropol Territory
n
Business 0.61 0.29 Kirov Region; Smolensk Region; 2.5% 45% 1.8% 7.7%
licensing and Stavropol Territory
permits
Political 0.94 0.74  Irkutsk Region; Republic of 2.3% 20% 1.2% 11.3
instability Mordovia; Smolensk Region %
Corruption 1.25 0.60 Irkutsk Region; Kirov Region; 7.2% 6.2% 3.3% 18.2
Smolensk Region %
Courts 0.38 0.08 Belgorod Region; Krasnoyarsk 3.1% 4.7%
Territory; Stavropol Territory
Labor 0.41 0.10 Belgorod Region; Smolensk Region; 3.1%
regulations Stavropol Territory
Inadequately  1.33 0.50 Belgorod Region; Smolensk Region;  5.5% 6.8% 5.0%
educated Stavropol Territory
workforce
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Belgorod Region.2
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintgdestified by firms in Belgorod Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in BelgoRxebion.

Main Obstacle
Percent of Firms Identifying the Problem as the Main Obstacle

Percent of Firms
20 30 40
L L L

10

o - -

ccess Political instability ~ Competition, Licenses Inadequately  Labor regulations Crime Customs
to Finance Informal Sector  and Permits Educated and Trade

Workforce Regulations
_ Rep. of Bashkortostan

e Russia
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Compeition, TaxRates Corruption TaxRates Cormpetition, Corruption Compeiition, Tax Rates. Labor regulations.
informal Sector Informal Sector Informal Sector

Small firms Medium Firms Large Firms
(5-19 Employees) (20-99 Employees) (100+ Employees)
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%120 companies were surveyed by in Belgorod Regditre benchmarks used for comparisons are averages fo
Russia as a whole.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gender

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.

Distribution of Firms

Percent of Firms
20 30 40
| |
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and ]
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enable
the use of modern production ~|
technologies. Conversely, deficiencie:

in infrastructure create barriers tc | 1
productive opportunities and increass
costs for all firms, from micro- ol O;-—i

% of Firms Identifying Electricity as a % of Firms Identifying Transportation as a

enterprises to large multinational
corporations. ] T I T \

c30a_d30a_Belgorod Region

The survey captures the dual challeng.
of providing a strong infrastructure for

electricity, water supply, telephone Water Provision
connections, etc., and the developmel
of institutions that effectively provide  «-
and maintain public services.

o |
39

15
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15
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The first set of indicators shows the =1 1
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or o
sales. Inadequate electricity suppl |
can increase costs, disrupt productior

and reduce profitability. 04-—7

Average Duration of
Number of Water the Water Shortage
(hours)

The second set of indicators measure Shorages na Tyl o

the efficiency of the water supply for B coocooreion [ ] Russa \
the manufacturing sector. Many e

manufacturing sectors depend on
reliable and efficient sources of wate
for their operations.

10

Number
Hours

Infrustructure Services Delays

o
3 |
The third set of indicators evaluates
the efficiency of infrastructure .
services by quantifying the delays ir S
obtaining electricity, water, and £
telephone connections. Service delay .
impose additional costs on firms anc |
may act as barriers to entry anc
investment. o I |
Delay Delay
in Obtaining an in Obtaining a
Electrical Water
Connection Connection

’ _ Belgorod Region l:l Russia

c4_c13 Beigorod Region

15



Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alss
guantify the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage o
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clec
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflecting
the transport risks firms face during
the export process.
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% of Exporter Firms
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Material Inputs and/or
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Regulations, Taxes, and Business

Licensing
) _ Business Licensing and Permit Delays
Good economic governance in area

such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

150
1

100
1

Days

Effective regulations address marke
failures that inhibit productive
investment and reconcile private ant
public interests. The number of
permits and approvals that businesse o

need to obtain, and the time it takes t s SR S Conpuchonramed
obtain them, is expensive and time i
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
determines the level of protection fol Regulation Burden
investors thus affecting the incentive:
to invest. o

50

_ Belgorod Region l:l Russia
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The survey provides qualitative anc
quantitative measures of taxation
regulations, and business licensing.
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Meetings/Year

Percent of Time
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The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators

evaluate the delays faced whel - N
demanding these services. 7 T e e et

Dealing with Requirements of Meetings with Tax
Government Regulation (%) Officials

5
L

The second set of indicators
’ _ Belgorod Region l:l Russia

approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections ¢
meetings with tax inspectors in a year.

J2.j4_Belgorod Region

Belgorod Region
The third indicator shows the relative

use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non:
traded at all (closed), shareholding

companies publicly traded (open), sols 0 10 20 30 40 5 60 70 8 90 100
proprietorships,  partnerships, anc percentoffrme. %

Russia

limited paanerships. A residual -: e S_ i s—
category is included to capture lega I e parnersip ] ober
forms not easily classified into the e

other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index
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Bribes in Licenses and Permits
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occu
regularly in the course of doing
business. Resolving these disputes ci
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the formé -

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts

Belgorod Region
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment

Belgorod Region
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Innovation and Workforce Innovative Capability

30
1

The Survey provides indicators tha
describe several dimensions o0
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural

private economy.
The first set of indicators measures th
extent to which firms invest in

obtaining recognized certificates of E— R A

Internationally Recognized Financial Statement

production and accounting practices CL T Reewzd by el

Percent of Firms
20
1

10

1

Obtaining international quality B cowoooregon [ | Russa

certifications can open doors to i s
technology and innovation and they
also provide a sign of high quality that

may open markets. Use of Internet

The second set of indicators
demonstrates the use of informatiol g
and communications technologies ¢
(ICT) in business transactions. ICT. iIg-
such as the Internet, are importar =
tools for all firms because they %?r
provide even the smallest of
enterprises with the ability to reach &+
national and international markets a

| OW COSt' % of Firms Using Their % of Firms Using Email
Own Website to Communicate with
Clients and Suppliers

The third set of indicators presents th T

composition of the firm's workforce

by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms Workforce
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time

employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Belgorod Leading List of leading regions Employment  Profit Productivity  Export
Region regions
Electricity 0.29 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 0.35 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Transport 0.39 0.34 Belgorod Region; Smolensk Region; Stavropol Territory
Customs and trade 0.22 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 1.0% 1.3% 0.7% 2.4%
regulations
Practices of informal 1.30 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 7.9%
competitors
Access to land 0.33 0.36 Belgorod Region; Smolensk Region; Stavropol Territory
Crime, theft and 0.18 0.17 Belgorod Region; Smolensk Region; Stavropol Territory
disorder
Access to finance 0.84 0.64 Belgorod Region; Smolensk Region; Stavropol Territory
Tax rates 1.38 1.40 Belgorod Region; Irkutsk Region; Smolensk Region
Tax administration 0.39 0.35 Belgorod Region; Smolensk Region; Stavropol Territory
Business licensingand  0.45 0.29 Kirov Region; Smolensk Region; Stavropol Territory 1.2% 2.2% 0.9% 3.7%
permits
Political instability 1.01 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 3.0% 2.6% 1.5% 14.9%
Corruption 0.96 0.60 Irkutsk Region; Kirov Region; Smolensk Region 4.0% 3.4% 1.8% 10.1%
Courts 0.04 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol
Territory
Labor regulations 0.15 0.10 Belgorod Region; Smolensk Region; Stavropol Territory
Inadequately educated 0.42 0.50 Belgorod Region; Smolensk Region; Stavropol Territory
workforce
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Chelyabinsk Region.3
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintglastified by firms in Chelyabinsk Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in ChelyskiRegion.
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%79 companies were surveyed by in Chelyabinsk Regdibe benchmarks used for comparisons are avefages
Russia as a whole.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gender

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure 8
efficiently connects firms to their
customers and suppliers and enable ]
the use of modern production .
technologies. Conversely, deficiencie:
in infrastructure create barriers tc ] o
productive opportunities and increass
costs for all firms, from micro- ol I

% of Firms Identifying Electricity as a % of Firms Identifying Transportation as a

enterprises to large multinational
corporations. B covorskregon [ ] russa

c30a_d30a_Chelyabinsk Region

The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone Water Provision
connections, etc., and the developmel =
of institutions that effectively provide

and maintain public services. ~
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The first set of indicators shows the o
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or 7] o
sales. Inadequate electricity suppl
can increase costs, disrupt productiot

15

Number
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and reduce profitability. ol -
o - — Average Duration of
. . Number of Water the Water Shortage
The second set of indicators measure R =
the efficiency of the water supply for B crevavnskregon [ | mussia \

the manufacturing sector. Many s
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.
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The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
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investment. .
Delay Delay
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Electrical Water
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the r
operational constraints faced by .
exporters and importers and alss o of Exporter Fims e

uantifies the trade activity of firms. Supples of Forean Orian
q y e Regon || Russia

Trade Engagement
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The first set of indicators provides & 5.t ot
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.
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The second set of indicators measure o |
the average number of days to clee

customs for imports and exports. The “’“4_7
delay in clearing customs for imports  _ |

it A Time to CI A Time to Cl
or exports creates additional costs t Direct Exports Through e aports from
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interfere with sales, and result in | B creyairsregion
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damaged supplies or merchandise.

The third set of indicators shows the o
percent value of exports lost during Losses During Direct Export
transport due to merchandise thefi ; Due to Theft Due to Breakage or Spoilage

and breakage or spoilage, reflecting
the transport risks firms face during
the export process. - a
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private anc
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services.

The second set of indicators

Business Licensing and Permit Delays
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approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the
average number of tax inspections c
meetings with tax inspectors in a year.
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Firms' Legal Status

Chelyabinsk Region
The third indicator shows the relative

use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding

companies publicly traded (open), sols 0 10 20 30 40 5 60 70 80

percent of firms, %
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forms not easily classified into the
other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occu
regularly in the course of doing
business. Resolving these disputes ci
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the formé -

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Firms' Use of Bank Financial Services
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Innovation and Workforce

The Survey provide indicators thal
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Chelyabinsk Leading List of leading regions Employment  Profit Productivity ExpT
Region regions
Electricity 1.82 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.86 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 5.9% 8.6%
Region
Transport 1.42 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 4.2%
Customs and trade 0.60 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 4.7% 6.0% 3.4% 10.9%
regulations
Practices of informal 1.44 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 9.0%
competitors
Access to land 0.50 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 1.1%
Crime, theft and 1.22 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 6.9%
disorder
Access to finance 1.43 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 9.5% 9.0%
Tax rates 2.83 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 6.4%
Tax administration 1.48 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 9.8% 16.2% 9.8%
Business licensingand  0.49 0.29 Kirov Region; Smolensk Region; Stavropol Territory 1.5% 2.9% 1.1% 4.8%
permits
Political instability 1.64 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 10.0% 8.7% 5.1% 49.8%
Corruption 1.44 0.60 Irkutsk Region; Kirov Region; Smolensk Region 9.3% 8.1% 4.3% 23.7%
Courts 0.41 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 3.5% 5.3%
Territory
Labor regulations 0.53 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 4.3%
Inadequately educated 1.47 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 6.4% 7.9% 5.8%
workforce
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Irkutsk Region.*
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsidastified by firms in Irkutsk Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Irkutsigton.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gende~

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.

Distribution of Firms by Age
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure

efficiently connects firms to their
customers and suppliers and enable
the use of modern production .
technologies. Conversely, deficiencie:
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The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone Water Provision
connections, etc., and the developmel o
of institutions that effectively provide  «~-
and maintain public services.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantify the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectini
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private anc
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation of
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services.

The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the
average number of tax inspections c
meetings with tax inspectors in a year.

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding
companies publicly traded (open), sol
proprietorships, partnerships, anc
limited partnerships. A residual
category is included to capture lega
forms not easily classified into the
other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Irkutsk Leading List of leading regions Employment  Profit Productivity ExpT
Region regions
Electricity 0.87 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 0.77 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 1.6% 2.4%
Region
Transport 0.78 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 1.7%
Customs and trade 0.13 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory
regulations
Practices of informal 0.80 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 3.8%
competitors
Access to land 0.85 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 3.8%
Crime, theft and 0.93 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 5.0%
disorder
Access to finance 1.20 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 6.7% 6.4%
Tax rates 1.87 1.40 Belgorod Region; Irkutsk Region; Smolensk Region
Tax administration 0.54 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 1.6% 2.7% 1.6%
Business licensingand  0.47 0.29 Kirov Region; Smolensk Region; Stavropol Territory 1.4% 2.6% 1.0% 4.4%
permits
Political instability 0.60 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region
Corruption 0.76 0.60 Irkutsk Region; Kirov Region; Smolensk Region
Courts 0.32 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 2.5% 3.8%
Territory
Labor regulations 0.35 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 2.4%
Inadequately educated 0.88 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 2.5% 3.1% 2.3%
workforce
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Kaliningrad Region.5
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintgdestified by firms in Kaliningrad Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in KaliniadgrRegion.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gender

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure

efficiently connects firms to their
customers and suppliers and enable
the use of modern production .
technologies. Conversely, deficiencie:
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The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone Water Provision
connections, etc., and the developmer |
of institutions that effectively provide °
and maintain public services.
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impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantifies the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectini
the transport risks firms face during
the export process.

Trade Engagement
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private anc
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services.

The second set of indicators

Business Licensing and Permit Delays
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approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the
average number of tax inspections c
meetings with tax inspectors in a year.
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Firms' Legal Status
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The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occu
regularly in the course of doing
business. Resolving these disputes ci
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the formé -

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firme
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce Innovative Capability

30
1

The Survey provides indicators tha
describe several dimensions o0
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural

private economy.
The first set of indicators measures th
extent to which firms invest in

obtaining recognized certificates of E— R A
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production and accounting practices CL T Reewzd by el

Percent of Firms
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Obtaining international quality B ceinngaoregon [ ] russa

certifications can open doors to i kg
technology and innovation and they
also provide a sign of high quality that

may open markets. Use of Internet

The second set of indicators
demonstrates the use of informatiol g
and communications technologies ¢
(ICT) in business transactions. ICT. iIg-
such as the Internet, are importar =
tools for all firms because they %?r
provide even the smallest of
enterprises with the ability to reach &+
national and international markets a

| OW COSt' % of Firms Using Their % of Firms Using Email
Own Website to Communicate with
Clients and Suppliers

The third set of indicators presents th T e

composition of the firm's workforce

by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms Workforce
and they may have a differring impac
by gender. The first two indicators
present the composition of the R
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time

employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Kaliningrad  Leading List of leading regions Employment  Profit Productivity  Export
Region regions
Electricity 1.00 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.13 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 3.0% 4.4%
Region
Transport 1.06 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 2.8%
Customs and trade 1.44 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 12.8% 16.4% 9.2% 29.7%
regulations
Practices of informal 0.67 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 2.8%
competitors
Access to land 1.10 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 5.8%
Crime, theft and 0.90 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 4.8%
disorder
Access to finance 1.19 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 6.7% 6.3%
Tax rates 2.03 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 2.8%
Tax administration 0.94 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 5.1% 8.5% 5.1%
Business licensingand  0.78 0.29 Kirov Region; Smolensk Region; Stavropol Territory 3.7% 6.8% 2.7% 11.5%
permits
Political instability 1.24 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 5.5% 4.8% 2.8% 27.5%
Corruption 1.64 0.60 Irkutsk Region; Kirov Region; Smolensk Region 11.5% 9.9% 5.3% 29.2%
Courts 0.41 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 3.4% 5.2%
Territory
Labor regulations 0.51 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 4.1%
Inadequately educated 1.18 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 4.5% 5.5% 4.1%
workforce
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Kaluga Region.¢
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsidastified by firms in Kaluga Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in KalugayiRa.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators
can help assess whether gends
can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure

efficiently connects firms to their
customers and suppliers and enable
the use of modern production .
technologies. Conversely, deficiencie:

Q] Q1

15

Percent
Percent

in infrastructure create barriers tc | 7

productive opportunities and increass

costs for all firms, from micro- ol L -
enterprises to |arg e m u |ti natio na| % of Firmsw:gje;li(f’yci'?‘g"EaI;&itricity asa % of Firms I(ﬁ:}gyigg'gar:;plonaﬂon asa
corporations. B cioreoon [ ] messe
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The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone Water Provision
connections, etc., and the developmel
of institutions that effectively provide
and maintain public services.
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The first set of indicators shows the
extent to which firms are faced with
failures in the provision of electricity
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and the effect of these failures or | o

sales. Inadequate electricity suppl

can increase costs, disrupt productiot .—
and reduce profitability. ) ol - |
The second set of indicators measure S e BT

the efficiency of the water supply for B oo [ ] russ \

the manufacturing sector. Many wses
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.

The third set of indicators evaluates
the efficiency of infrastructure 8-
services by quantifying the delays ir
obtaining electricity, water, and ;§

telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the f
operational constraints faced by .
exporters and importers and alss o of Exporter Fims e

. A . Supplies of Foreign Origin
guantify the trade activity of firms. e

Trade Engagement
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The first set of indicators provides & 2ttt
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.
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the average number of days to clee
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damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during Losses During Direct Export
transport due to merchandise thefl Due to Theft . Due to Breakage or Spoilage
and breakage or spoilage, reflectin -
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private anc
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation of
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicator:
evaluate the delays faced whel
demanding these services.

The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the
average number of tax inspections c
meetings with tax inspectors in a year.

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding
companies publicly traded (open), sol
proprietorships, partnerships, anc
limited partnerships. A residual
category is included to capture lega
forms not easily classified into the
other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure

the direct costs of security incurred by

firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment

Kaluga Region

Russia

T T T T T T T T T T

40 50 60 70 80 90 100

_ Internal Finance, %
|:| Equity, Sale of Stock, %
_ Bank Finance, %
_ Non-Bank Finance, %
:] Trade Credit Financing, %
_ Other Financing, %

K5a k51 kb KSe kSf k5hd_Kaluga Region

Value of Collateral Needed for a Loan, %

250
1

100 150 200
1 1 1

Percent of the Loan Amount

50
1

[ KalugaRegion [ | Russia

KiSa_Kaluga Region

Firms' Use of Bank Financial Services

80 100
1

1

Percent of Firms
60
1

40
1

20
1

.

Share of Firms with Bank Share of Firms with a
Loans/Line of Credit, % Checking or Savings Account, %

’ [ KalugaRegion [ | Russia

K6 k8_Kaluga Region

60



Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differing impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Leading List of leading regions Employment  Profit Productivity  Export
regions

Electricity 0.90 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk

Region
Telecommunications 0.66 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 1.2% 1.7%

Region
Transport 0.99 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 2.5%
Customs and trade 0.54 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 4.1% 5.3% 3.0% 9.5%
regulations
Practices of informal 0.71 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 3.1%
competitors
Access to land 0.96 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 4.7%
Crime, theft and 0.50 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 2.2%
disorder
Access to finance 0.95 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 3.7% 3.6%
Tax rates 2.70 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 5.8%
Tax administration 0.72 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 3.2% 5.3% 3.2%
Business licensingand 0.91 0.29 Kirov Region; Smolensk Region; Stavropol Territory 4.7% 8.7% 3.4% 14.7%
permits
Political instability 2.04 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 14.4% 12.5% 7.4% 71.8%
Corruption 1.44 0.60 Irkutsk Region; Kirov Region; Smolensk Region 9.3% 8.1% 4.3% 23.7%
Courts 0.75 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 7.0% 10.6%

Territory
Labor regulations 0.52 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 4.1%
Inadequately educated 0.94 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 3.0% 3.6% 2.7%
workforce
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Kemerovo Region.”
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsdastified by firms in Kemerovo Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Kemer&agion.
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124 companies were surveyed by in Kemerovo Redibe. benchmarks used for comparisons are averages fo
Russia as a whole.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and

Distribution of Firms by Age

Percent of Firms
20 30 40
1 1

10
1

also an estimate of how some o

. _ o
the attributes of the average firm e 610 1r1c 1000 aioe 2630 aiss ->35
are distributed across the oo

Age in Years
population of firms.
The first indicator shows the
distribution of firms according to Females in Management and Ownership
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to
successfully navigate the busines
environment.
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The second set of indicators ©-

% of Firms, % of Firms,

proyides an i!lustration of female i N e B armcipation
participation in management anc e

firm ownership. These indicators
can help assess whether gendc.
can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.
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Ownership Structure

Kemerovo Region

The third indicator shows the
participation of the domestic
private sector, the government RUESE!
the foreign sector and other
sectors in the ownership of the
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typical firm. The distribution 0 10 20 30 40 50 60 70 80 90 100
provides insight into their levels B e oo o [ —

of equity in the private sector of [ p— . o

the economy. e
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure

efficiently connects firms to their
customers and suppliers and enable
the use of modern production .
technologies. Conversely, deficiencie:

< [
39 39

15
1

Percent
Percent

in infrastructure create barriers tc | 7

productive opportunities and increass

costs for all firms, from micro- ol I |
enterprises to |arg e m u |ti natio na| % of Firmsw:gje;li(f’yoi?‘g"EaI;&itricity asa % of Firms I(ﬁ:}gyigg'gar:;plonaﬂon asa
corporations. B creooregon [ ] Russs

Kemerovo Region

The survey captures the dual challeng.™
of providing a strong infrastructure for

electricity, water supply, telephone Water Provision
connections, etc., and the developmel 2
of institutions that effectively provide  «~-

and maintain public services. 8

1

The first set of indicators shows the =1
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity suppl |
can increase costs, disrupt productiot

Number
Hours

=

and reduce profitability. ol -
o - — Average Duration of
. . Number of Water the Water Shortage
The second set of indicators measure R =
the efficiency of the water supply for B cereovoregon [ ] Russa \

the manufacturing sector. Many e
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.
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The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the ;
operational constraints faced by .|
exporters and importers and als 7% of Bxporer Fims Matorial Iputs andlor

. pr A . Supplies of Foreign Origin
quantifies the trade activity of firms. | e .

Trade Engagement
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The first set of indicators provides & .00 s e
measure of the intensity of foreign
trade in the private sector. The firs

graph shows the percentage of firm CUSRIS SiEE

who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage o
manufacturing firms who use inputs ol
supplies of foreign origin.
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The second set of indicators measure
the average number of days to clec
customs for imports and exports. The
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it A Time to CI A Time to Cl
or exports creates additional costs t Direct Exports Through e aports from
the firm, can interrupt production, SLEEE CUEE
interfere with sales, and result in B croooregon [ ] ruse

d4_d14_Kemerowo Region

damaged supplies or merchandise.

The third set of indicators shows the o
percent value of exports lost during Losses During Direct Export
transport due to merchandise theft Due to Theft Due to Breakage or Spoilage

and breakage or spoilage, reflecting 1 "
the transport risks firms face during
the export process. - )
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private anc
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation of
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services.

The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the
average number of tax inspections c
meetings with tax inspectors in a year.

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding
companies publicly traded (open), sol
proprietorships, partnerships, anc
limited partnerships. A residual
category is included to capture lega
forms not easily classified into the
other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public
officials to get things done. In many
countries bribes are common and quit.
high and they add to the bureaucratir
costs in obtaining required permits an:
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings with
tax inspectors or in order to secure
government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occu
regularly in the course of doing
business. Resolving these disputes ci
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the formé -

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure

the direct costs of security incurred by

firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment

Kemerovo Region
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Innovation and Workforce

The Survey provide indicators thal
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading

regions)

Kemerovo Leading List of leading regions Employment  Profit Productivity  Export
Region regions
Electricity 0.74 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.00 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 2.5% 3.7%
Region
Transport 0.94 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 2.3%
Customs and trade 0.30 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 1.9% 2.4% 1.3% 4.3%
regulations
Practices of informal 0.86 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 4.3%
competitors
Access to land 0.68 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 2.5%
Crime, theft and 0.59 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 2.7%
disorder
Access to finance 1.18 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 6.5% 6.2%
Tax rates 2.58 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 5.3%
Tax administration 1.23 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 7.6% 12.6% 7.6%
Business licensing and  0.37 0.29 Kirov Region; Smolensk Region; Stavropol Territory 0.6% 1.1% 0.4% 1.9%
permits
Political instability 1.28 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 6.0% 5.2% 3.1% 29.8%
Corruption 1.42 0.60 Irkutsk Region; Kirov Region; Smolensk Region 9.0% 7.8% 4.1% 22.9%
Courts 0.66 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 6.1% 9.2%
Territory
Labor regulations 0.55 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 4.4%
Inadequately educated 1.30 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 5.3% 6.5% 4.8%
workforce
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Khabarovsk Territory.8
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintglastified by firms in Khabarovsk Territory
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in KhabakoVerritory.
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® 122 companies were surveyed by in Khabarovsk Beyrifthe benchmarks used for comparisons are aeerfag
Russia as a whole.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gende*

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enable
the wuse of modern production
technologies. Conversely, deficiencie:
in infrastructure create barriers tc
productive opportunities and increass

costs for all firms, from micro-
enterprises to large multinational
corporations.

The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone
connections, etc., and the developmel
of institutions that effectively provide
and maintain public services.

The first set of indicators shows the
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity suppl
can increase costs, disrupt productiot
and reduce profitability.

The second set of indicators measure
the efficiency of the water supply for
the manufacturing sector.
manufacturing sectors depend on
reliable and efficient sources of wate
for their operations.

The third set of indicators evaluates

the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and

telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantify the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectini
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private anc
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation of
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services.

The second set of indicators

Business Licensing and Permit Delays
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spent by senior
meetings with public officials and the
average number of tax inspections c
meetings with tax inspectors in a year.

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding
companies publicly traded (open), sol
proprietorships, partnerships, anc
limited partnerships. A residual
category is included to capture lega
forms not easily classified into the
other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce Innovative Capability

The Survey provide indicators thal &1

describe several dimensions o0

technology use and innovation. They S

also collect information on the E

characteristics of the workforce - |

employed in the non-agricultural EOA

private economy. g

The first set of indicators measures th =

extent to which firms invest in

obtaining recognized certificates ol ©- pa— ppr——
production and accounting practices Gl ety Retongs by e
Obtaining international quality B covosctenioy, [ ] Russa
certifications can open doors to i et iy

technology and innovation and they
also provide a sign of high quality that

may open markets. Use of Internet

The second set of indicators
demonstrates the use of informatiol g
and communications technologies ¢
(ICT) in business transactions. ICT. iIg-
such as the Internet, are importar =
tools for all firms because they %?r
provide even the smallest of
enterprises with the ability to reach &+
national and international markets a

| OW COSt' % of Firms Using Their % of Firms Using Email
Own Website to Communicate with
Clients and Suppliers

The third set of indicators presents th T e

composition of the firm's workforce o

by type of contract and gender. Labo.

regulations have a direct effect on the

type of employment favored by firms Workforce
and they may have a differring impac
by gender. The first two indicators
present the composition of the R
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Khabarovsk Leading List of leading regions Employment  Profit Productivity  Export
Territory regions
Electricity 1.43 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.48 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 4.4% 6.4%
Region
Transport 1.54 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 4.7%
Customs and trade 0.99 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 8.4% 10.8% 6.1% 19.5%
regulations
Practices of informal 0.55 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 1.8%
competitors
Access to land 0.95 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 4.6%
Crime, theft and 0.99 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 5.4%
disorder
Access to finance 1.19 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 6.6% 6.3%
Tax rates 2.61 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 5.4%
Tax administration 0.59 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 2.0% 3.4% 2.0%
Business licensingand  0.81 0.29 Kirov Region; Smolensk Region; Stavropol Territory 4.0% 7.3% 2.9% 12.4%
permits
Political instability 1.06 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 3.6% 3.1% 1.8% 17.9%
Corruption 1.12 0.60 Irkutsk Region; Kirov Region; Smolensk Region 5.8% 5.0% 2.7% 14.7%
Courts 0.47 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 4.0% 6.1%
Territory
Labor regulations 0.61 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 5.0%
Inadequately educated 1.11 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 4.1% 5.0% 3.7%
workforce
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Kirov Region®
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsidastified by firms in Kirov Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Kirov ey
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm 05 610 11-15 1620 2125 2630 31-35 >35
are distributed across the

population of firms.

Distribution of Firms by Age
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The first indicator shows the
distribution of firms according to Females in Management and Ownership
their age measured by the numbe 2+
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.
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firm ownership. These indicators
can help assess whether gende*
can be a determinant of the effec Ownership Structure
of regulations on the firm and the

level of exposure of the firm to

external  factors, such aS  Kirov Region
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the

Russia
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typical firm. The distribution o 10 20 30 40 20 € 70 8 90 100
provides insight into their levels B - oomesicomners || Private Foreign Owners

of equity in the private sector of B cownmenusae . o

the economy. 2
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Infrastructure

A strong infrastructure enhances thi
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enable
the wuse of modern production
technologies. Conversely, deficiencie:
in infrastructure create barriers tc
productive opportunities and increass
costs for all firms, from micro-
enterprises to large multinational
corporations.

The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone
connections, etc., and the developmel
of institutions that effectively provide
and maintain public services.

The first set of indicators shows the
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity suppl
can increase costs, disrupt productiot
and reduce profitability.

The second set of indicators measure
the efficiency of the water supply for
the manufacturing sector.
manufacturing sectors depend on
reliable and efficient sources of wate
for their operations.

The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantify the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectin
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business

Licensing
) _ Business Licensing and Permit Delays
Good economic governance in area

such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.
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Effective regulations address marke
failures that inhibit productive
investment and reconcile private anc
public interests. The number of
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obtain them, is expensive and time =
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
determines the level of protection fol Regulation Burden
investors thus affecting the incentives | o
to invest.
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The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.
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spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections c
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The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits an
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a Dbribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witf
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce

The Survey provide indicators thal
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differing impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Leading List of leading regions Employment  Profit Productivity  Export
regions

Electricity 1.32 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk

Region
Telecommunications 1.17 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 3.2% 4.6%

Region
Transport 1.42 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 4.2%
Customs and trade 0.43 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 3.1% 3.9% 2.2% 7.1%
regulations
Practices of informal 0.67 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 2.8%
competitors
Access to land 0.78 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 3.3%
Crime, theft and 1.12 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 6.2%
disorder
Access to finance 1.08 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 5.3% 5.0%
Tax rates 2.06 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 3.0%
Tax administration 1.38 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 8.9% 14.7% 8.9%
Business licensing and  0.37 0.29 Kirov Region; Smolensk Region; Stavropol Territory
permits
Political instability 1.02 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 3.2% 2.7% 1.6% 15.7%
Corruption 0.82 0.60 Irkutsk Region; Kirov Region; Smolensk Region
Courts 0.33 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 2.6% 3.9%

Territory
Labor regulations 0.95 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 8.4%
Inadequately educated 1.53 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 6.8% 8.4% 6.2%
workforce
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Krasnodar Territory.10
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintgdastified by firms in Krasnodar Territory
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in KrasnoBeuritory.
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19 88 companies were surveyed by in Krasnodar Teyritbhe benchmarks used for comparisons are avefages
Russia as a whole.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gende*

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enable
the use of modern production .
technologies. Conversely, deficiencie:

Percent
Percent

in infrastructure create barriers tc | o

productive opportunities and increass

costs for all firms, from micro- ol L -
enterprises to |arg e m u |ti natio na| % of Firmsw:gje;li(f’yci'?‘g"EaI;(itricity asa % of Firms I(ﬁ:}gyigg'gar:;plonaﬂon asa
corporations. B oo erioy [ Russia

c30a_d30a_Krasnodar Territory.

The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone Water Provision
connections, etc., and the developmel

of institutions that effectively provide  «~-
and maintain public services.
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The first set of indicators shows the =1
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or .
sales. Inadequate electricity suppl |
can increase costs, disrupt productiot
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and reduce profitability. ol -
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. . Number of Water the Water Shortage
The second set of indicators measure R =
the efficiency of the water supply for B cosrossrrenioy [ | Russa \

the manufacturing sector. Many
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.

o
3 |
The third set of indicators evaluates
the efficiency of infrastructure .
services by quantifying the delays ir S
obtaining electricity, water, and £
telephone connections. Service delay _
impose additional costs on firms anc |
may act as barriers to entry an
investment. o |
Delay Delay
in Obtaining an in Obtaining a
Electrical Water
Connection Connection
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the r
operational constraints faced by .
exporters and importers and alss o of Exporter Fims e

uantifies the trade activity of firms. Sepples o e O
q y _ Krasnodar Territory l:l Russia
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The second set of indicators measure
the average number of days to clee
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© -

delay in clearing customs for imports |

it A Ti Cl A Ti Cl
or exports creat_es additional cos_ts t Di‘;ggﬁt‘ggpg;}g}‘;,mjgg vef?ggo,'ggg% ear
the firm, can interrupt production, CLERITS Customs
interfere with sales, and result in B cosnoserrenoy [ ] Russa

d4_d14_Krasnodar Territory

damaged supplies or merchandise.
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the transport risks firms face during

the export process. 1 1
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private anc
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services.

The second set of indicators

Business Licensing and Permit Delays
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approximates the “time tax” imposed
by regulations: it measures the time
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spent by senior
meetings with public officials and the
average number of tax inspections c
meetings with tax inspectors in a year.

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding
companies publicly traded (open), sol
proprietorships, partnerships, anc
limited partnerships. A residual
category is included to capture lega
forms not easily classified into the
other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits an
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a Dbribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witf
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Krasnodar Leading List of leading regions Employment  Profit Productivity  Export
Territory regions
Electricity 1.35 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.34 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 3.8% 5.6%
Region
Transport 1.25 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 3.5%
Customs and trade 1.08 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 9.3% 12.0% 6.7% 21.6%
regulations
Practices of informal 1.27 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 7.6%
competitors
Access to land 1.38 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 8.0%
Crime, theft and 0.85 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 4.5%
disorder
Access to finance 1.54 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 10.9% 10.3%
Tax rates 2.30 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 4.0%
Tax administration 1.41 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 9.2% 15.2% 9.2%
Business licensingand 0.91 0.29 Kirov Region; Smolensk Region; Stavropol Territory 4.7% 8.6% 3.4% 14.6%
permits
Political instability 1.55 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 9.1% 7.8% 4.7% 45.1%
Corruption 1.60 0.60 Irkutsk Region; Kirov Region; Smolensk Region 11.1% 9.6% 5.1% 28.2%
Courts 0.68 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 6.3% 9.6%
Territory
Labor regulations 0.82 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 7.1%
Inadequately educated 1.54 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 6.9% 8.5% 6.3%
workforce
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Krasnoyarsk Territory.11
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintglastified by firms in Krasnoyarsk Territory
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in KrasngiarFerritory.

Main Obstacle
Percent of Firms Identifying the Problem as the Main Obstacle

30 40
] ]

Percent of Firms
20

10
]

Tax Rates Access Access to Land Corruption  Political instabilty  Inadequately Electricity Transport Crime Customs
to Finance Educated

Workforce Regulations

_ Krasnoyarsk Territory

—&—— Russia

mila_Krasnoyarsk Territory

Percent of Firms Identifying the Problem as the Main Obstacle

80
1

Percent of Firms
40

20
1

Tax Rates Access Access to Land peces Tax Rates, Poliical instabilty Tax Rates Electricity
o

Small firms Medium Firms Large Firms
(5-19 Employees) (20-99 Employees) (100+ Employees)

mia_Krasnoyarsk Territory

89 companies were surveyed by in Krasnoyarsk Beyriffhe benchmarks used for comparisons are agsiag
Russia as a whole.

103



Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gende*

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enable
the wuse of modern production
technologies. Conversely, deficiencie:
in infrastructure create barriers tc
productive opportunities and increass

costs for all firms, from micro-
enterprises to large multinational
corporations.

@

The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone
connections, etc., and the developmel
of institutions that effectively provide
and maintain public services.

The first set of indicators shows the
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity suppl
can increase costs, disrupt productiot
and reduce profitability.

The second set of indicators measure
the efficiency of the water supply for
the manufacturing sector.
manufacturing sectors depend on
reliable and efficient sources of wate
for their operations.

The third set of indicators evaluates

the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and

telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.

Electricity Provision and Transportation
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alss
guantify the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage o
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clec
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflecting
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business

Licensing
) _ Business Licensing and Permit Delays
Good economic governance in area

such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

150
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Days

Effective regulations address marke
failures that inhibit productive
investment and reconcile private ant
public interests. The number of
permits and approvals that businesse o

need to obtain, and the time it takes t B R Conatration raated
obtain them, is expensive and time i
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
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determines the level of protection fol Regulation Burden
investors thus affecting the incentive: <
to invest. o

1

15

The survey provides qualitative anc
quantitative measures of taxation
regulations, and business licensing.

Percent of Time
10
|
Meetings/Year

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel

demanding these services. 7 T e e et

Dealing with Requirements of Meetings with Tax
Government Regulation (%) Officials

0 -

The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections ¢
meetings with tax inspectors in a year.

_ Krasnoyarsk Territory l:l Russia
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The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie: e
with shares traded privately or non:
traded at all (closed), shareholding
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companies publicly traded (open), sol 0O 10 20 30 40 50 60 70 80 90 10
proprietorships,  partnerships, anc percentoffme.

limited partnerships. A residual -S e D_ s
category is included to capture lega I e parvership ] oner

forms not easily classified into the S

other categories.

107



Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts

Krasnoyarsk Territory

Russia

I T T T T
0 10 30
Percent of Firms

h7a_Krasnoyarsk Territory.

Cost of Crime

Percent of Sales
15 2 25 3
1 1 1 1

1
1

.5
1

H

Losses Due to Theft,

0
|

Security Costs

Robbery, Vandalizm, and (% of Sales)
Arson Against the Firm
(% of Sales)
_ Krasnoyarsk Territory l:l Russia

i1i2a i2b 62 13 i4a i4b_Krasnoyarsk Terriory.

Share of Unregistered Start-Ups

3
1

Percent of Firms
2
1

[ Krasnoyarsk Territory [ | Russia

b6a_Krasnoyarsk Territory

109



Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Krasnoyarsk  Leading List of leading regions Employment  Profit Productivity  Export
Territory regions
Electricity 1.25 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.23 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 3.4% 5.0%
Region
Transport 1.14 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 3.1%
Customs and trade 0.48 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 3.6% 4.6% 2.6% 8.2%
regulations
Practices of informal 1.15 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 6.7%
competitors
Access to land 1.48 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 8.8%
Crime, theft and 0.69 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 3.4%
disorder
Access to finance 1.46 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 9.9% 9.4%
Tax rates 2.62 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 5.5%
Tax administration 0.67 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 2.7% 4.5% 2.7%
Business licensing and  0.98 0.29 Kirov Region; Smolensk Region; Stavropol Territory 5.2% 9.6% 3.8% 16.3%
permits
Political instability 1.23 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 5.5% 4.7% 2.8% 27.2%
Corruption 1.01 0.60 Irkutsk Region; Kirov Region; Smolensk Region 4.5% 3.9% 2.1% 11.4%
Courts 0.10 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol
Territory
Labor regulations 0.63 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 5.3%
Inadequately educated 0.85 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 2.3% 2.8% 2.1%
workforce
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Kursk Region.12
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsidestified by firms in Kursk Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Kursk Reg
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12,87 companies were surveyed by in Kursk Region. Bérehmarks used for comparisons are averages &sidru
as a whole.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o

the attributes of the average firm  ©~ 05 610 1115 1620 2125 2630 3185 53
are distributed across the s

population of firms.

Distribution of Firms by Age
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The first indicator shows the
distribution of firms according to Females in Management and Ownership
their age measured by the numbe 2+
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.
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firm ownership. These indicators
can help assess whether gende*
can be a determinant of the effec Ownership Structure
of regulations on the firm and the

level of exposure of the firm to

external  factors, such aS  Kursk Region
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
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typical firm. The distribution © 1 20 30 40 20 € 70 8 9 100
provides insight into their levels B --coomesicownes || private Foreign Owners

of equity in the private sector of B cowrmenusiae . o

the economy. L
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure

efficiently connects firms to their
customers and suppliers and enable
the use of modern production .
technologies. Conversely, deficiencie:
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in infrastructure create barriers tc | 7

productive opportunities and increass

costs for all firms, from micro- ol I |
enterprises to large multinational O o e e
corporations. B <oscreion [ Russia
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The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone Water Provision
connections, etc., and the developmel
of institutions that effectively provide
and maintain public services.

o |
©

The first set of indicators shows the
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity suppl* | R
can increase costs, disrupt productiot
and reduce profitability. ol

o - — Average Duration of
Number of Water the Water Shortage
(hours)

The second set of indicators measure Shorages na Tyl o

the efficiency of the water supply for B oo [ rusa \
the manufacturing sector. Many s

manufacturing sectors depend on
reliable and efficient sources of wate
for their operations.
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The third set of indicators evaluates
the efficiency of infrastructure .
services by quantifying the delays ir S

Days

obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alss
guantify the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage o
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clec
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflecting
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private anc
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services.

The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the
average number of tax inspections c
meetings with tax inspectors in a year.

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding
companies publicly traded (open), sol
proprietorships, partnerships, anc
limited partnerships. A residual
category is included to capture lega
forms not easily classified into the
other categories.

Business Licensing and Permit Delays

Days
150 200
1 1

100
1

50
1

Days to Obtain Days to Obtain Days to Obtain
Import License Operating License Construction-related
Permit

I cuskregon [ ] Russia

93.i11.14_Kursk Region

Regulation Burden

20
|

1

15

Percent of Time
10
|
Meetings/Year

0 -

o - — Average Number of
Senior Management Time Spent in Visits or Required
Dealing with Requirements of Meetings with Tax
Government Regulation (%) Officials

I kuskregon [ ] Russia

J2_j4_Kursk Region

Firms' Legal Status

Kursk Region

Russia

r T T T T T T T T

T T
0 10 20 30 40 50 60 70 8 90 100
percent of firms, %
_ Open Shareholding Company l:l Closed Shareholding Company or Ltd.
l:l Sole Proprietorship _ Partnership
_ Limited Partnership l:l Other

b1_Kursk Region

117



Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occu
regularly in the course of doing
business. Resolving these disputes ci
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the formé -

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment

Kursk Region

Russia
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Kursk Leading List of leading regions Employment  Profit Productivity ExpT
Region regions
Electricity 0.93 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 0.99 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 2.5% 3.6%
Region
Transport 0.89 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 2.1%
Customs and trade 0.57 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 4.4% 5.6% 3.2% 10.2%
regulations
Practices of informal 0.77 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 3.6%
competitors
Access to land 0.71 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 2.8%
Crime, theft and 0.66 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 3.2%
disorder
Access to finance 1.10 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 5.5% 5.2%
Tax rates 2.38 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 4.4%
Tax administration 1.31 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 8.3% 13.7% 8.3%
Business licensingand  1.00 0.29 Kirov Region; Smolensk Region; Stavropol Territory 5.4% 9.9% 3.9% 16.8%
permits
Political instability 1.41 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 7.4% 6.4% 3.8% 37.0%
Corruption 1.24 0.60 Irkutsk Region; Kirov Region; Smolensk Region 7.1% 6.2% 3.3% 18.1%
Courts 0.42 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 3.5% 5.3%
Territory
Labor regulations 0.21 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 1.1%
Inadequately educated 1.10 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 4.0% 4.9% 3.6%
workforce
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Leningrad Region.13
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsdastified by firms in Leningrad Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in LeningRegion.
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13120 companies were surveyed by in Leningrad Regite. benchmarks used for comparisons are averages f
Russia as a whole.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm 05 610 11-15 1620 2125 2630 31-35 >35
are distributed across the o

population of firms.

Distribution of Firms by Age
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1

Percent of Firms
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Age in Years

The first indicator shows the
distribution of firms according to Females in Management and Ownership
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.
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Percent of Firms
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The second set of indicators % of Firms, % of Firms,

. . i With Female With Female Participation
provides an illustration of female [2EETEEET in Qumership
participation in management anc B onoearegon [ ] s

b4_b7a_Leningrad Region

firm ownership. These indicators
can help assess whether gende*
can be a determinant of the effec Ownership Structure
of regulations on the firm and the

level of exposure of the firm to

external  factors, such aS  Leningrad Region
corruption, access to finance, ant

technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the

Russia

T T T T T T T T T

I T
typical firm. The distribution © 10 20 30 40 0 60 70 8 90 100
provides insight into their levels B - oomesicomners || Prvate Foreign Owners
of equity in the private sector of B cowermensiae o
the economy. R
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Infrastructure

A strong infrastructure enhances th Electricity Provision and Transportation
competitiveness of an economy ani

generates a business environmel & N

conducive to firm growth and

development. Good infrastructure &1 8

efficiently connects firms to their
customers and suppliers and enable
the wuse of modern production
technologies. Conversely, deficiencie:

15

Percent
Percent

in infrastructure create barriers tc | oy

productive opportunities and increass

costs for all firms, from micro- ol ol -
enterprises to |arg e m u |ti natio nal % of Firmsw::’le;li(f’yci'?‘g"Ealﬁﬁtricity asa % of Firms I(ﬁ:}gyigg';l;ar:ﬁonaﬁon asa
COI’pOYatIOI’IS I teningradRegion | | Russia

©30a_d30a_Leningrad Region

The survey captures the dual challeng.
of providing a strong infrastructure for

electricity, water supply, telephone Water Provision
connections, etc., and the developmel
of institutions that effectively provide  «~- 21
and maintain public services.

1

The first set of indicators shows the =1
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity suppl |
can increase costs, disrupt productiot

10
1

Number
Hours

=

and reduce profitability. ol -
o - Average Duration of
. . Number of Water the Water Shortage
The second set of indicators measure R =
the efficiency of the water supply for B cvngaaregon [ ] russie \

the manufacturing sector. Many e
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.

o
3 |
The third set of indicators evaluates
the efficiency of infrastructure .
services by quantifying the delays ir S
obtaining electricity, water, and £
telephone connections. Service delay _
impose additional costs on firms anc |
may act as barriers to entry an
investment. o |
Delay Delay
in Obtaining an in Obtaining a
Electrical Water
Connection Connection

_ Leningrad Region l:l Russia

c4_c13 Leningrad Region

125



Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantify the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectini
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business

Licensing

Good economic govemance in area s Business Licensing and Permit Delays
g |

such as taxation, regulations, ani

business licensing is a fundamente _

pillar for the creation of a favorable =

business environment. 0
[

Effective regulations address marke <]

failures that inhibit productive

investment and reconcile private antc 31

public interests. The number of

permits and approvals that businesse . |

Days to Obtain Days to Obtain Days to Obtain

need to obtain, and the time it takes t Import License Operating License Constiton reaed
obtain them, is expensive and time

consuming. The existing legislation of
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for Regulation Burden
investors thus affecting the incentive:
to invest.

_ Leningrad Region l:l Russia
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The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.
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The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators 1
evaluate the delays faced whel

demanding these services. o7 Senkr Manogement Tme Spertin e

Dealing with Requirements of Meetings with Tax
Government Regulation (%) Officials

5
1

The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections c
meetings with tax inspectors in a year.

_ Leningrad Region l:l Russia
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Leningrad Region

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:

Russia
with shares traded privately or non-
traded at all (closed), shareholding
companies publicly traded (open), sol O 10 20 30 40 50 60 70 8 90 100
proprietorships,  partnerships, anc pereentorims, %
limited partnerships. A residual T S T
category is included to capture lega I o ] oner
forms not easily classified into the sl

other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Leningrad Leading List of leading regions Employment  Profit Productivity  Export
Region regions
Electricity 1.76 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.66 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 5.1% 7.4%
Region
Transport 2.07 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 6.8%
Customs and trade 0.91 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 7.7% 9.9% 5.6% 17.9%
regulations
Practices of informal 0.79 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 3.7%
competitors
Access to land 1.63 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 9.9%
Crime, theft and 1.78 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 10.6%
disorder
Access to finance 2.05 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 17.0% 16.1%
Tax rates 2.67 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 5.7%
Tax administration 1.17 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 7.1% 11.8% 7.1%
Business licensing and  1.87 0.29 Kirov Region; Smolensk Region; Stavropol Territory 11.9% 21.8% 8.5% 37.0%
permits
Political instability 1.38 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 7.1% 6.2% 3.7% 35.5%
Corruption 2.32 0.60 Irkutsk Region; Kirov Region; Smolensk Region 19.0% 16.5% 8.8% 48.4%
Courts 0.99 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 9.6% 14.5%
Territory
Labor regulations 0.88 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 7.7%
Inadequately educated 1.81 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 8.7% 10.6% 7.9%
workforce
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Lipetsk Region.14
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsdastified by firms in Lipetsk Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Lipetségion.
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14121 companies were surveyed by in Lipetsk Regidre Benchmarks used for comparisons are averages for
Russia as a whole.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and

Distribution of Firms by Age

Percent of Firms
20 30 40
1 1

10
1

also an estimate of how some o l
the attrll.:)ut.es of the average firm ™45 610 1145 1620 2125 2680 8135 >3
are distributed across the el e

Age in Years
population of firms.
The first indicator shows the
distribution of firms according to Females in Management and Ownership
their age measured by the numbe 2+
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to
successfully navigate the busines
environment.

Percent of Firms
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1 1
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1

The second set of indicators % of Firms, % of Firms,

. . i With Female With Female Participation
provides an illustration of female [2EETEEET in Qumership
participation in management anc B rociregn [ ] s
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firm ownership. These indicators
can help assess whether gende*
can be a determinant of the effec Ownership Structure
of regulations on the firm and the

level of exposure of the firm to

external  factors, such aS  Lipetsk Region
corruption, access to finance, ant

technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the

Russia
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typical firm. The distribution © 10 20 30 40 20 60 70 80 90 100
provides insight into their levels B - vomesicomners || Prvate Foreign Owners

of equity in the private sector of B cownmenusiae . o

the economy. S
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel ]
conducive to firm growth and
development. Good infrastructure s
efficiently connects firms to their
customers and suppliers and enable g_|
the use of modern production “° .
technologies. Conversely, deficiencie:
in infrastructure create barriers tc =] o
productive opportunities and increass
costs for all firms, from micro- ol I

% of Firms Identifying Electricity as a % of Firms Identifying Transportation as a

enterprises to large multinational
corporations. e T

c30a_d30a_Lipetsk Region

The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone Water Provision
connections, etc., and the developmel

of institutions that effectively provide  «~-
and maintain public services.

Percent

0 |
=

The first set of indicators shows the =1
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or o
sales. Inadequate electricity suppl |
can increase costs, disrupt productiot

1
10
1

Number
Hours

=

and reduce profitability. o I 00
o - — Average Duration of
. . Number of Water the Water Shortage
The second set of indicators measure R =
the efficiency of the water supply for B resiregon [ ] Rusia \

the manufacturing sector. Many s
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.

150
1

The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.

100
1

Days

50
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Delay Delay
in Obtaining an in Obtaining a
Electrical Water
Connection Connection
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alss
guantify the trade activity of firms.

The first set of indicators provides €
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage o
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clec
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflecting
the transport risks firms face during
the export process.

Percent of Firms

Days

Percent of Sales
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Trade Engagement
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% of Exporter Firms

% of Firms that Use
Material Inputs and/or
Supplies of Foreign Origin
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Average Time to Clear
Direct Exports Through
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Average Time to Clear
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Losses During Direct Export

Due to Theft
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Due to Breakage or Spoilage
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private anc
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services.

The second set of indicators

Business Licensing and Permit Delays
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Days to Obtain
Import License

Days to Obtain
Operating License

Days to Obtain
Construction-related
Permit
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Regulation Burden

15
L

o~ o

1

15

10
|

Meetings/Year
1
1

Percent of Time
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Average Number of
Visits or Required
Meetings with Tax

Officials

Senior Management Time Spent in
Dealing with Requirements of
Government Regulation (%)

_ Lipetsk Region l:l Russia

approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the
average number of tax inspections c
meetings with tax inspectors in a year.

J2.j4_Lipetsk Region

Firms' Legal Status

Lipetsk Region
The third indicator shows the relative

use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding

Russia

companies publicly traded (open), sols 0 10 20 30 4 50 60 70 80 90 100

percent of firms, %

proprietorships, partnerships, anc
limited parj[nerships. A residual _: e S_
category is included to capture lega I e parverhio ] orer

b._Lipetsk Region

forms not easily classified into the
other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index

Lipetsk Region

Russia
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts

Lipetsk Region
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment

Lipetsk Region

Russia
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Lipetsk Leading List of leading regions Employment  Profit Productivity ExpT
Region regions
Electricity 1.67 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.35 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 3.9% 5.7%
Region
Transport 1.13 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 3.1%
Customs and trade 0.37 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 2.5% 3.2% 1.8% 5.9%
regulations
Practices of informal 0.44 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory
competitors
Access to land 0.56 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 1.6%
Crime, theft and 1.01 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 5.5%
disorder
Access to finance 1.87 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 14.9% 14.1%
Tax rates 2.57 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 5.3%
Tax administration 1.04 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 6.0% 10.0% 6.0%
Business licensingand  0.90 0.29 Kirov Region; Smolensk Region; Stavropol Territory 4.6% 8.4% 3.3% 14.3%
permits
Political instability 1.30 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 6.3% 5.4% 3.2% 31.3%
Corruption 1.05 0.60 Irkutsk Region; Kirov Region; Smolensk Region 4.9% 4.2% 2.3% 12.5%
Courts 0.63 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 5.8% 8.7%
Territory
Labor regulations 0.37 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 2.7%
Inadequately educated 1.23 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 4.8% 5.9% 4.4%
workforce
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Republic of Mordovia.1s
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintglastified by firms in Republic of Mordovia
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Repubfidélordovia.

Main Obstacle
Percent of Firms Identifying the Problem as the Main Obstacle

o
Yo}
(=
<
0
Eo
i ™
=
=]
°
8
SQ
[
o
o |
-
o . I [ -
Tax Rates cess Competition, Inadequately Transport Access to Land  Political instability Electricity Corruption Crime
to Finance Informal Sector Educated
Workforce
_ Rep. of Mordovia
——a—— Russia
mia_Rep. of Mordovia
Percent of Firms Identifying the Problem as the Main Obstacle
o |
©
o
g¥
.‘Lf
k]
€
@
2
k3
o
Q
N
o

Tax Rates Access Inadequately Tax Rates Access Cormpeiition, Tax Rates Access Crime
to Finance Educated to Finance Informal Sector to Finance

Small firms Medium Firms Large Firms
(5-19 Employees) (20-99 Employees) (100+ Employees)
mila_Rep. of Mordovia

15120 companies were surveyed by in Republic of Mai@oThe benchmarks used for comparisons are a@srag
for Russia as a whole.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and

Distribution of Firms by Age

Percent of Firms
20 30 40
1 1

10
1

also an estimate of how some o l
the attributes of the average firm 05 610 1115 1620 2125 2630 3135 >3
are distributed across the o e e

Age in Years
population of firms.
The first indicator shows the
distribution of firms according to Females in Management and Ownership
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to o
successfully navigate the busines
environment.
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The second set of indicators % of Firms, % of Firms,

. . i With Female With Female Participation
provides an illustration of female [2EETEEET in Qumership
participation in management anc B repotvooin [ ] Ruse

ba_b7a_Rep. of Mordovia

firm ownership. These indicators
can help assess whether gende*
can be a determinant of the effec Ownership Structure
of regulations on the firm and the

level of exposure of the firm to

external  factors, such as Rrep. of Mordovia
corruption, access to finance, ant

technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the

Russia
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typical firm. The distribution © 1 20 30 40 20 60 70 8 90 100
provides insight into their levels B -ccoomesicownes || private Foreign Owners

of equity in the private sector of B covermenusiae . o

the economy. AR e
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure

efficiently connects firms to their
customers and suppliers and enable
the use of modern production .
technologies. Conversely, deficiencie:

< [
39 39
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1

Percent
Percent

in infrastructure create barriers tc | 1

productive opportunities and increass

costs for all firms, from micro- ol L -
enterprises to |arg e m u |ti natio na| % of Firmsw:gje;li(f’yci'?‘g"EaI;&itricity asa % of Firms I(ﬁ:}gyigg'gar:;plonaﬂon asa
corporations. T
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The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone Water Provision
connections, etc., and the developmel

of institutions that effectively provide  «~-
and maintain public services.
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The first set of indicators shows the =1
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or o
sales. Inadequate electricity suppl |
can increase costs, disrupt productiot
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and reduce profitability. ol -
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. . Number of Water the Water Shortage
The second set of indicators measure R =
the efficiency of the water supply for B v ovodoia [ ] russie \

the manufacturing sector. Many e
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.
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The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantify the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectini
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private anc
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation of
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services.

The second set of indicators
approximates the “time tax” imposed

by regulations: it measures the time

spent by senior management ir
meetings with public officials and the
average number of tax inspections c
meetings with tax inspectors in a year.

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding
companies publicly traded (open), sol
proprietorships, partnerships, anc
limited partnerships. A residual
category is included to capture lega
forms not easily classified into the
other categories.

Business Licensing and Permit Delays
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce

The Survey provide indicators thal
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

m Profit Productivity ExpT
Mordovia regions
Electricity 0.92 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 0.94 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 2.3% 3.3%
Region
Transport 0.79 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 1.8%
Customs and trade 0.33 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 2.1% 2.7% 1.5% 4.9%
regulations
Practices of informal 0.66 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 2.7%
competitors
Access to land 0.75 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 3.0%
Crime, theft and 0.46 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 1.9%
disorder
Access to finance 1.13 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 5.9% 5.6%
Tax rates 2.57 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 5.2%
Tax administration 0.62 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 2.3% 3.9% 2.3%
Business licensingand  0.53 0.29 Kirov Region; Smolensk Region; Stavropol Territory 1.8% 3.3% 1.3% 5.6%
permits
Political instability 0.77 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region
Corruption 0.90 0.60 Irkutsk Region; Kirov Region; Smolensk Region 3.3% 2.9% 1.5% 8.4%
Courts 0.26 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 1.9% 2.9%
Territory
Labor regulations 0.42 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 3.2%
Inadequately educated 1.17 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 4.5% 5.5% 4.1%
workforce
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Moscow City.16
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsidestified by firms in Moscow City
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in MoscowyCi
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16 123 companies were surveyed by in Moscow City. Bérechmarks used for comparisons are averages &sidRu
as a whole.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm 05 610 11-15 1620 2125 2630 31-35 >35
are distributed across the e

population of firms.

Distribution of Firms by Age
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The first indicator shows the
distribution of firms according to Females in Management and Ownership
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.
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firm ownership. These indicators
can help assess whether gende*
can be a determinant of the effec Ownership Structure
of regulations on the firm and the

level of exposure of the firm to

external  factors, such as  Moscow City
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
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Infrastructure

A strong infrastructure enhances thi
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enable
the wuse of modern production
technologies. Conversely, deficiencie:
in infrastructure create barriers tc
productive opportunities and increass
costs for all firms, from micro-
enterprises to large multinational
corporations.

The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone
connections, etc., and the developmel
of institutions that effectively provide
and maintain public services.

The first set of indicators shows the
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity suppl
can increase costs, disrupt productiot
and reduce profitability.

The second set of indicators measure
the efficiency of the water supply for
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the manufacturing sector. Many e

manufacturing sectors depend on
reliable and efficient sources of wate
for their operations.

The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantifies the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectini
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private anc
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation of
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicator:
evaluate the delays faced whel
demanding these services.

The second set of indicators
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approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the
average number of tax inspections c
meetings with tax inspectors in a year.
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Firms' Legal Status

Moscow City
The third indicator shows the relative

use of the different legal forms in the
private sector. Most legal forms can b
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occu
regularly in the course of doing
business. Resolving these disputes ci
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the formé -

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce

The Survey provide indicators thal
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Moscow City  Leading List of leading regions Employment  Profit Productivity  Export
regions
Electricity 0.87 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.11 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 2.9% 4.3%
Region
Transport 1.02 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 2.6%
Customs and trade 1.29 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 11.3% 14.5% 8.1% 26.2%
regulations
Practices of informal 0.78 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 3.7%
competitors
Access to land 0.71 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 2.7%
Crime, theft and 0.65 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 3.2%
disorder
Access to finance 1.69 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 12.7% 12.1%
Tax rates 2.48 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 4.8%
Tax administration 1.05 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 6.0% 10.0% 6.0%
Business licensingand  0.65 0.29 Kirov Region; Smolensk Region; Stavropol Territory 2.7% 5.0% 2.0% 8.5%
permits
Political instability 1.37 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 7.1% 6.1% 3.6% 35.1%
Corruption 2.00 0.60 Irkutsk Region; Kirov Region; Smolensk Region 15.5% 13.4% 7.1% 39.4%
Courts 0.43 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 3.6% 5.5%
Territory
Labor regulations 0.40 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 3.0%
Inadequately educated 1.32 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 5.4% 6.6% 4.9%
workforce
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Moscow Region.1?
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsdastified by firms in Moscow Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in MoscovgiRa.
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163



Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gende*

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enable
the use of modern production .
technologies. Conversely, deficiencie:

o |
39

Percent
Percent

in infrastructure create barriers tc | o

productive opportunities and increass

costs for all firms, from micro- ol I |
enterprises to |arg e m u |ti natio na| % of Firmsw:gje;li(f’yci'?‘g"EaI;&itricity asa % of Firms I(ﬁ:}gyigg'gar:;plonaﬂon asa
corporations. B oo Regon [ Russia

c30a_d30a_Moscow Region

The survey captures the dual challeng.
of providing a strong infrastructure for

electricity, water supply, telephone Water Provision
connections, etc., and the developmel o
of institutions that effectively provide  «~-
and maintain public services.

1

The first set of indicators shows the =1
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or

Number
Hours
10
1

=

sales. Inadequate electricity suppl | o
can increase costs, disrupt productiot
and reduce profitability. - ol -
o - — Average Duration of
. . Number of Water the Water Shortage
The second set of indicators measure Shorages na Tyl o frours)
the efficiency of the water supply for ] B voscowregon [ ] Russia \

the manufacturing sector. Many s
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.

150
1

The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Delay Delay
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantify the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectini
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business

Licensing
) _ Business Licensing and Permit Delays
Good economic governance in area

such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

150
1

100
1

Days

Effective regulations address marke
failures that inhibit productive
investment and reconcile private anc
public interests. The number of
permits and approvals that businesse .

need to obtain, and the time it takes t B R cOﬁiﬁéﬁo%R'Zf;ed
obtain them, is expensive and time ik
consuming. The existing legislation of
a country also determines the mix o.
legal forms private firms take and

50

I voscowregon [ ] Russia
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determines the level of protection fol Regulation Burden
investors thus affecting the incentives =
to invest. o

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.
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Percent of Time
E5)
1

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services. o7 Senkr Manogement Tme Spertin e

Dealing with Requirements of Meetings with Tax
Government Regulation (%) Officials

5
L

The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections c
meetings with tax inspectors in a year.

BN voscowregon [ ] Russia

2.j4_Moscow Region

Moscow Region

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding

companies publicly traded (open), sol O 10 20 30 40 50 60 70 8 90 100
proprietorships,  partnerships, ant pereentorims, %

limited partnerships. A residual M o shaensanoGomary L] s s anparr

Russia

. . l:l Sole Proprietorship _ Partnership
category is included to capture lega I e parversip ] one
forms not easily classified into the b en

other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occu
regularly in the course of doing
business. Resolving these disputes ci
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the formé -

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce

The Survey provide indicators thal
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Moscow  Leading  Listof leadingregions ~ Employment  Profit Productivity  Export
Region regions
Electricity 0.94 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 0.77 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 1.6% 2.3%
Region
Transport 1.26 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 3.6%
Customs and trade 0.91 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 7.7% 9.8% 5.5% 17.8%
regulations
Practices of informal 1.03 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 5.7%
competitors
Access to land 1.44 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 8.5%
Crime, theft and 0.91 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 4.9%
disorder
Access to finance 1.85 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 14.6% 13.9%
Tax rates 3.01 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 7.2%
Tax administration 0.96 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 5.3% 8.8% 5.3%
Business licensingand  0.49 0.29 Kirov Region; Smolensk Region; Stavropol Territory 1.5% 2.8% 1.1% 4.8%
permits
Political instability 1.48 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 8.3% 7.1% 4.2% 41.1%
Corruption 1.52 0.60 Irkutsk Region; Kirov Region; Smolensk Region 10.1% 8.8% 4.7% 25.7%
Courts 0.35 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 2.8% 4.3%
Territory
Labor regulations 0.51 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 4.0%
Inadequately educated 1.43 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 6.1% 7.5% 5.6%
workforce
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Murmansk Region.18
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsdestified by firms in Murmansk Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in MurmaR&gion.
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18 120 companies were surveyed by in Murmansk Regdibe. benchmarks used for comparisons are averages fo
Russia as a whole.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gende*

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enable
the use of modern production .
technologies. Conversely, deficiencie:
In infrastructure create barriers tc |
productive opportunities and increass

Percent

Electricity Provision and Transportation

costs for all firms, from micro- ol
enterprises to large multinational
corporations.

The survey captures the dual challeng.™"
of providing a strong infrastructure for
electricity, water supply, telephone
connections, etc., and the developmel |
of institutions that effectively provide
and maintain public services.

The first set of indicators shows the  «-
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or _|
sales. Inadequate electricity suppl
can increase costs, disrupt productiot
and reduce profitability.

Number

The second set of indicators measure
the efficiency of the water supply for

% of Firms Identifying Electricity as a
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the manufacturing sector. Many e

manufacturing sectors depend on
reliable and efficient sources of wate
for their operations.

The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alss
guantifies the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectin
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business

Licensing
) _ Business Licensing and Permit Delays
Good economic governance in area

such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

150
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100
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Days

Effective regulations address marke
failures that inhibit productive
investment and reconcile private ant
public interests. The number of

permits and approvals that businesse . |
need to obtain, and the time it takes t B SR E Conpuchonramed
obtain them, is expensive and time i
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
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determines the level of protection fol Regulation Burden
investors thus affecting the incentive: &
to invest. o
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The survey provides qualitative anc
quantitative measures of taxation
regulations, and business licensing.
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The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators “]
evaluate the delays faced whel

demanding these services. 7 T e e et

Dealing with Requirements of Meetings with Tax
Government Regulation (%) Officials

The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections ¢
meetings with tax inspectors in a year.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading

regions)

m Profit Productivity  Export
Region regions
Electricity 0.95 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.09 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 2.9% 4.2%
Region
Transport 1.23 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 3.5%
Customs and trade 0.38 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 2.6% 3.3% 1.8% 5.9%
regulations
Practices of informal 1.46 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 9.2%
competitors
Access to land 0.65 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 2.3%
Crime, theft and 0.95 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 5.1%
disorder
Access to finance 1.20 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 6.8% 6.5%
Tax rates 2.25 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 3.8%
Tax administration 1.20 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 7.4% 12.3% 7.4%
Business licensingand  1.01 0.29 Kirov Region; Smolensk Region; Stavropol Territory 5.4% 10.0% 3.9% 16.9%
permits
Political instability 0.93 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 2.1% 1.8% 1.1% 10.4%
Corruption 1.07 0.60 Irkutsk Region; Kirov Region; Smolensk Region 5.2% 4.5% 2.4% 13.1%
Courts 0.43 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 3.6% 5.5%
Territory
Labor regulations 0.39 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 2.8%
Inadequately educated 0.88 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 2.6% 3.1% 2.3%
workforce
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Nizhni Novgorod Region.1?

Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top constraints astifted by firms in Nizhni Novgorod Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in NizhniMgorod Region.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gende*

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enable
the wuse of modern production
technologies. Conversely, deficiencie:
in infrastructure create barriers tc
productive opportunities and increass
costs for all firms, from micro-
enterprises to large multinational
corporations.

The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone
connections, etc., and the developmel
of institutions that effectively provide
and maintain public services.

The first set of indicators shows the
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity suppl
can increase costs, disrupt productiot
and reduce profitability.

The second set of indicators measure
the efficiency of the water supply for
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the manufacturing sector. Many s

manufacturing sectors depend on
reliable and efficient sources of wate
for their operations.

The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantify the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectini
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private ant
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
quantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services.

The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the
average number of tax inspections ¢
meetings with tax inspectors in a year.

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non:
traded at all (closed), shareholding
companies publicly traded (open), sols
proprietorships, partnerships, anc
limited partnerships. A residual
category is included to capture lega
forms not easily classified into the
other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.
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Finance

Developed financial markets provide

Enterprises Financing Sources for Investment

payment services, mobilize deposits yinmi novgorod Region

and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.
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Innovation and Workforce

The Survey provide indicators thal
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Nizhny Leading List of leading regions Employment  Profit Productivity  Export
Novgorod regions
Region
Electricity 0.49 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 0.76 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 1.6% 2.3%
Region
Transport 0.51 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 0.7%
Customs and trade 0.43 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 3.0% 3.9% 2.2% 7.0%
regulations
Practices of informal 1.09 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 6.2%
competitors
Access to land 0.81 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 3.5%
Crime, theft and 0.39 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 1.5%
disorder
Access to finance 1.50 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 10.4% 9.8%
Tax rates 2.77 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 6.1%
Tax administration 0.65 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 2.6% 4.3% 2.6%
Business licensingand 0.72 0.29 Kirov Region; Smolensk Region; Stavropol Territory 3.3% 6.1% 2.4% 10.3%
permits
Political instability 1.07 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 3.7% 3.2% 1.9% 18.4%
Corruption 1.06 0.60 Irkutsk Region; Kirov Region; Smolensk Region 5.1% 4.4% 2.3% 12.9%
Courts 0.30 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 2.3% 3.4%
Territory
Labor regulations 0.44 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 3.3%
Inadequately educated 0.93 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 2.9% 3.5% 2.6%
workforce
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Novosibirsk Region.20
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsdastified by firms Novosibirsk Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in NovosikiRegion.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and

Distribution of Firms by Age

Percent of Firms
20 30 40
1 1

10
1

also an estimate of how some o

' im I
the attributes of the average firm e o1 1115 1000 3ioc ses0 aim  aa:
are distributed across the e

Age in Years
population of firms.
The first indicator shows the
distribution of firms according to Females in Management and Ownership
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to
successfully navigate the busines
environment.
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The second set of indicators % of Firms, % of Firms,

. . i With Female With Female Participation
provides an illustration of female [2EETEEET in Qumership
participation in management anc B roostickregon [ ] russa

b4_b7a_Novosibirsk Region

firm ownership. These indicators
can help assess whether gende*
can be a determinant of the effec Ownership Structure
of regulations on the firm and the

level of exposure of the firm to

external  factors, such aS  Novosibirsk Region
corruption, access to finance, ant

technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the

Russia

T T T T T T T

typical firm. The distribution © 10 20 30 40 20 60 70 80 90 100
provides insight into their levels B --coomesicownes || private Foreign Owners

of equity in the private sector of B cowrmenusiae . o

the economy. R
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure

efficiently connects firms to their
customers and suppliers and enable
the use of modern production .
technologies. Conversely, deficiencie:

< [
39 39

15
1

Percent
Percent

in infrastructure create barriers tc | 1

productive opportunities and increass

costs for all firms, from micro- ol ol -
enterprises to large multinational O o T ot
corporations. B voosvrscregon [ russa

c30a_d30a_Nowsibirsk Region

The survey captures the dual challeng.
of providing a strong infrastructure for

electricity, water supply, telephone Water Provision
connections, etc., and the developmel =
of institutions that effectively provide
and maintain public services. ~

0 |
=

The first set of indicators shows the =R
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or 7] o
sales. Inadequate electricity suppl
can increase costs, disrupt productiot

15

Number
Hours

and reduce profitability. ol -
o - Average Duration of
. . Number of Water the Water Shortage
The second set of indicators measure R =
the efficiency of the water supply for B vosbiscregon [ ] Russia \

the manufacturing sector. Many e
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.

150
1

The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Delay Delay
in Obtaining an in Obtaining a
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantifies the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectini
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business

Licensing
) _ Business Licensing and Permit Delays
Good economic governance in area

such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

150
1

100
1

Days

Effective regulations address marke
failures that inhibit productive
investment and reconcile private anc
public interests. The number of
permits and approvals that businesse .

need to obtain, and the time it takes t B R cOﬁiﬁéﬁoﬂﬁfﬁea
obtain them, is expensive and time ik
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
determines the level of protection fol Regulation Burden
investors thus affecting the incentive:
to invest.

50
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The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.
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Percent of Time
Meetings/Year

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services. o7 Senkr Manogement Tme Spertin e

Dealing with Requirements of Meetings with Tax
Government Regulation (%) Officials
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The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections c
meetings with tax inspectors in a year.

_ Novosibirsk Region l:l Russia
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Novosibirsk Region
The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding
companies publicly traded (open), sols O 10 20 30 40 50 60 70 8 90 100
proprietorships,  partnerships, anc percentoffrme. %
limited partnerships. A residual T T
category is included to capture lega i ] oner
forms not easily classified into the e

other categories.

Russia
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment

Novosibirsk Region
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading

regions)

m Profit Productivity  Export
Region regions
Electricity 0.76 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 0.56 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 0.8% 1.2%
Region
Transport 0.79 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 1.7%
Customs and trade 0.54 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 4.1% 5.3% 2.9% 9.5%
regulations
Practices of informal 0.28 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory
competitors
Access to land 0.48 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 1.0%
Crime, theft and 0.53 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 2.4%
disorder
Access to finance 1.17 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 6.4% 6.1%
Tax rates 2.70 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 5.8%
Tax administration 0.62 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 2.3% 3.8% 2.3%
Business licensingand  0.56 0.29 Kirov Region; Smolensk Region; Stavropol Territory 2.1% 3.8% 1.5% 6.5%
permits
Political instability 1.36 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 6.9% 6.0% 3.5% 34.3%
Corruption 1.38 0.60 Irkutsk Region; Kirov Region; Smolensk Region 8.6% 7.4% 4.0% 21.9%
Courts 0.26 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 1.9% 2.9%
Territory
Labor regulations 0.75 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 6.4%
Inadequately educated 1.43 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 6.1% 7.5% 5.6%
workforce
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Omsk Region.21
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsidasitiied by firms in Omsk Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Omsk Ragi

Main Obstacle
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm 05 610 11-15 1620 2125 2630 31-35 >35
are distributed across the e

population of firms.

Distribution of Firms by Age

Percent of Firms
20 30 40
1 1

10
1

Age in Years

The first indicator shows the
distribution of firms according to Females in Management and Ownership
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.
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The second set of indicators % of Firms, % of Firms,

. . i With Female With Female Participation
provides an illustration of female [EETEEET in Qumership
participation in management anc B orocresor [ ] s
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firm ownership. These indicators
can help assess whether gende*
can be a determinant of the effec Ownership Structure
of regulations on the firm and the

level of exposure of the firm to

external  factors, such aS  Omsk Region
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the

Russia

T T T T T T T T T

o

typical firm. The distribution 1020 0 40 20 € 70 80 90 100
provides insight into their levels B --coomesicownes || rivate Foreign Owners

of equity in the private sector of B covenmenysiae . o

the economy. R
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Infrastructure

A strong infrastructure enhances thi
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enable
the wuse of modern production
technologies. Conversely, deficiencie:
in infrastructure create barriers tc
productive opportunities and increass

costs for all firms, from micro-
enterprises to large multinational
corporations.

of providing a strong infrastructure for
electricity, water supply, telephone
connections, etc., and the developmel
of institutions that effectively provide
and maintain public services.

The first set of indicators shows the
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity suppl
can increase costs, disrupt productiot
and reduce profitability.

The second set of indicators measure
the efficiency of the water supply for
the manufacturing sector.

reliable and efficient sources of wate
for their operations.

The third set of indicators evaluates

the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and

telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alss
guantifies the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage o
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clec
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflecting
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business

Licensing
) _ Business Licensing and Permit Delays
Good economic governance in area

such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

150
1

100
1

Days

Effective regulations address marke
failures that inhibit productive
investment and reconcile private anc
public interests. The number of
permits and approvals that businesse o

need to obtain, and the time it takes t B R an’Styri;éﬁo%R'nged
obtain them, is expensive and time =
consuming. The existing legislation of
a country also determines the mix o.
legal forms private firms take and
determines the level of protection fol Regulation Burden
investors thus affecting the incentive: ~
to invest.
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The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.
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|
Meetings/Year

Percent of Time

The first set of indicators focuses or
the efficiency of business licensing 0|
and permit services. The indicator:
evaluate the delays faced whel

demanding these services. R — A et

Dealing with Requirements of Meetings with Tax
Government Regulation (%) Officials

The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections c
meetings with tax inspectors in a year.

I onskregon [ ] Russia

J2.j4_Omsk Region

Omsk Region
The third indicator shows the relative

use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding

companies publicly traded (open), soli 0 10 20 30 40 5 60 70 8 90 100
proprietorships,  partnerships, anc percentoffrme. %

limited partnerships. A residual —— D Seatait
category is included to capture lega I i pernersip ] oner

forms not easily classified into the b e

other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index
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Bribes in Licenses and Permits
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Arson Against the Firm
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment

Omsk Region

Russia

90 100

_ Internal Finance, %
|:| Equity, Sale of Stock, %
_ Bank Finance, %
_ Non-Bank Finance, %
:] Trade Credit Financing, %
_ Other Financing, %
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Innovation and Workforce

The Survey provide indicators thal
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Innovative Capability
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Internationally Recognized
Quality Certification

% of Firms with Annual
Financial Statement
Reviewed by External
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

 Omsk Region Leading  List of leadingregions =~ Employment  Profit Productivity  Export |
regions
Electricity 1.32 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.53 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 4.6% 6.7%
Region
Transport 1.28 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 3.7%
Customs and trade 0.30 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 1.9% 2.4% 1.4% 4.3%
regulations
Practices of informal 0.91 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 4.8%
competitors
Access to land 0.52 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 1.3%
Crime, theft and 0.81 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 4.2%
disorder
Access to finance 1.54 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 10.8% 10.3%
Tax rates 2.70 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 5.8%
Tax administration 0.92 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 4.9% 8.2% 4.9%
Business licensingand  0.80 0.29 Kirov Region; Smolensk Region; Stavropol Territory 3.9% 7.1% 2.8% 12.1%
permits
Political instability 1.45 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 7.9% 6.8% 4.1% 39.4%
Corruption 1.64 0.60 Irkutsk Region; Kirov Region; Smolensk Region 11.5% 9.9% 5.3% 29.2%
Courts 0.38 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 3.1% 4.7%
Territory
Labor regulations 0.43 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 3.2%
Inadequately educated 1.59 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 7.2% 8.9% 6.6%
workforce
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Perm Territory.22
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsidastified by firms in Perm Territory
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Perm iteny.
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22120 companies were surveyed by in Perm Territohe Benchmarks used for comparisons are averages for
Russia as a whole.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm 05 610 11-15 1620 2125 2630 31-35 >35
are distributed across the e

population of firms.

Distribution of Firms by Age
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1
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The first indicator shows the
distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines: 8-
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

Females in Management and Ownership

Percent of Firms
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1

10
1

. . %_c;]fFirm;, th %oleirms_,_ )
The second set of indicators With Female With Female Participation
provides an illustration of female B ooy [ ] e

participation in management anc S
firm ownership. These indicators

can help assess whether gende*

can be a determinant of the effec Ownership Structure
of regulations on the firm and the

level of exposure of the firm to

external  factors, such as pem Teritory
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the

Russia
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o

typical firm. The distribution 1020 30 40 20 60 7O 8O S0 100
provides insight into their levels B -ccoomesicownes || private Foreign Owners

of equity in the private sector of B cowrmenusiae . o

the economy. U
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani )
generates a business environmel 1

conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their ¥
customers and suppliers and enable
the use of modern production .
technologies. Conversely, deficiencie: =+
in infrastructure create barriers tc
productive opportunities and increass

Percent
Percent

costs for all firms, from micro- ol I |
. . . % of Firms Identifying Electricity as a % of Firms Identifying Transportation as a

enterprises to large multinational

corporations. B ooy [ Russe

30a_d30a_Perm Territory

The survey captures the dual challeng.
of providing a strong infrastructure for

electricity, water supply, telephone Water Provision
connections, etc., and the developmel 2
of institutions that effectively provide  «~-

and maintain public services. 8

1

The first set of indicators shows the =1
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity suppl |

can increase costs, disrupt productiot
and reduce profitability. ol
o - — Average Duration of

Number of Water the Water Shortage
(hours)

The second set of indicators measure Shorages na Tyl o

the efficiency of the water supply for y B certerioy [ ] Russa \
the manufacturing sector. Many e

manufacturing sectors depend on
reliable and efficient sources of wate
for their operations.

Number
Hours

=

Infrustructure Services Delays

150
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The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Delay Delay
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantify the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectini
the transport risks firms face during
the export process.
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Trade Engagement
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Regulations, Taxes, and Business
Licensing

Business Licensing and Permit Delays

Good economic governance in area g
such as taxation, regulations, ani
business licensing is a fundamente §-
pillar for the creation of a favorable
business environment. gﬁ .
[
Effective regulations address marke DSA
failures that inhibit productive
investment and reconcile private ant ¢ |
public interests. The number of r
permits and approvals that businesse . |

need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation of
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicator:
evaluate the delays faced whel
demanding these services.

The second set of indicators

Days to Obtain
Import License

Days to Obtain
Operating License

Days to Obtain
Construction-related
Permit

’ _ Perm Territory

93.i11.14_Perm Territory
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Officials

Senior Management Time Spent in
Dealing with Requirements of
Government Regulation (%)
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approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the
average number of tax inspections c
meetings with tax inspectors in a year.
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Firms' Legal Status

Perm Territory

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding

companies publicly traded (open), soli 0 10 20 30 40 50 60 70 8 90
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forms not easily classified into the
other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce

The Survey provide indicators thal
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differing impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Perm  Lleading  Listofleadingregions ~~ Employment  Profit Productivity  Export
Territory regions
Electricity 1.26 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.62 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 4.9% 7.2%
Region
Transport 1.25 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 3.6%
Customs and trade 0.65 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 5.2% 6.6% 3.7% 12.0%
regulations
Practices of informal 1.00 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 5.4%
competitors
Access to land 0.75 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 3.1%
Crime, theft and 1.21 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 6.9%
disorder
Access to finance 1.73 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 13.1% 12.4%
Tax rates 2.46 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 4.8%
Tax administration 0.95 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 5.2% 8.6% 5.2%
Business licensingand  0.87 0.29 Kirov Region; Smolensk Region; Stavropol Territory 4.4% 8.0% 3.1% 13.6%
permits
Political instability 1.24 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 5.6% 4.8% 2.9% 27.7%
Corruption 1.22 0.60 Irkutsk Region; Kirov Region; Smolensk Region 6.8% 5.9% 3.1% 17.3%
Courts 0.64 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 5.9% 8.9%
Territory
Labor regulations 0.60 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 4.9%
Inadequately educated 1.78 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 8.5% 10.4% 7.7%
workforce
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Primorsky Territory.23
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintgdastified by firms in Primorsky Territory
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Primor3leyritory.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gende*

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enable
the wuse of modern production
technologies. Conversely, deficiencie:
in infrastructure create barriers tc
productive opportunities and increass

costs for all firms, from micro-
enterprises to large multinational
corporations.

The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone
connections, etc., and the developmel
of institutions that effectively provide
and maintain public services.

The first set of indicators shows the
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity suppl
can increase costs, disrupt productiot
and reduce profitability.

The second set of indicators measure
the efficiency of the water supply for
the manufacturing sector.
manufacturing sectors depend on
reliable and efficient sources of wate
for their operations.

The third set of indicators evaluates

the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and

telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alss
quantify the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage o
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clec
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflecting
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private ant
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
guantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services.

The second set of indicators
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes ci
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has
serious consequences for the formal
private sector. The informal sector
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses due
to crime. These resources represent i
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

m Profit Productivity  Export
Territory regions
Electricity 0.78 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 0.41 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 0.2% 0.3%
Region
Transport 0.64 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 1.2%
Customs and trade 0.87 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 7.3% 9.3% 5.2% 16.8%
regulations
Practices of informal 1.74 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 11.5%
competitors
Access to land 1.46 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 8.6%
Crime, theft and 0.56 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 2.6%
disorder
Access to finance 1.16 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 6.3% 6.0%
Tax rates 3.04 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 7.4%
Tax administration 0.45 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 0.8% 1.4% 0.8%
Business licensingand  0.91 0.29 Kirov Region; Smolensk Region; Stavropol Territory 4.7% 8.6% 3.4% 14.6%
permits
Political instability 1.69 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 10.6% 9.1% 5.4% 52.5%
Corruption 1.24 0.60 Irkutsk Region; Kirov Region; Smolensk Region 7.1% 6.1% 3.3% 18.0%
Courts 0.44 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 3.8% 5.7%
Territory
Labor regulations 0.39 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 2.9%
Inadequately educated 0.69 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 1.3% 1.6% 1.2%
workforce

232



Rostov Region.z4
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constrainisl@stified by firms in Republic Rostov Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Rostogi@e.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and

Distribution of Firms by Age

Percent of Firms
20 30 40
1 1

10
1

also an estimate of how some o

. _ o
the attrll-JUt-eS Of the average flrm 0-5 6-10 11-15 16-20 21-25 26-30 31-35 >35
are distributed across the e

Age in Years
population of firms.
The first indicator shows the
distribution of firms according to Females in Management and Ownership
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to
successfully navigate the busines
environment.

20
1

Percent of Firms

10

The second set of indicators % of Firms, % of Firms,

. . i With Female With Female Participation
provides an illustration of female [2EETEEET in Qumership
participation in management anc B rooredon [ ] s

b4_b7a_Rostov Region

firm ownership. These indicators
can help assess whether gende*
can be a determinant of the effec Ownership Structure
of regulations on the firm and the

level of exposure of the firm to

external  factors, such aS  Rostov Region
corruption, access to finance, ant

technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the

Russia

T T T T T T T T T

typical firm. The distribution © 10 20 30 40 20 60 70 8 90 100
provides insight into their levels B ocoomesicowners || rivate Foreign Owners

of equity in the private sector of B commensire o

the economy. A

234



Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their %]
customers and suppliers and enable
the wuse of modern production
technologies. Conversely, deficiencie: &1
in infrastructure create barriers tc 21
productive opportunities and increass
costs for all firms, from micro- ol I

% of Firms Identifying Electricity as a % of Firms Identifying Transportation as a

enterprises to large multinational
corporations. B oo [ ] ruse
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alss
guantify the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage o
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clec
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflecting
the transport risks firms face during
the export process.

60
1

Percent of Firms
40
1

oo

Trade Engagement

% of Exporter Firms

% of Firms that Use
Material Inputs and/or
Supplies of Foreign Origin

|

_ Rostov Region

[ rusa

d3b_d3c_d12a_d12b_Rostov Region

1 1 1 1

1

Days
8 10 12 14 16 18

© -

Customs Efficieny

e

Average Time to Clear
Direct Exports Through

Customs

Average Time to Clear
Imports from
Customs

_ Rostov Region

d4_d14_Rostov Region

0
84

Percent of Sales
.03 .04
! !

.02
|

.01
|

Losses During Direct Export

Due to Theft

Percent of Sales

Due to Breakage or Spoilage

o

_ Rostov Region

[ ] rusa

d6_7_Rostov Region

236



Regulations, Taxes, and Business

Licensing
) _ Business Licensing and Permit Delays
Good economic governance in area

such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

150
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1

Days

Effective regulations address marke
failures that inhibit productive
investment and reconcile private ant
public interests. The number of
permits and approvals that businesse o

need to obtain, and the time it takes t B R Conatration raated
obtain them, is expensive and time i
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
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determines the level of protection fol Regulation Burden
investors thus affecting the incentive: <
to invest. o

1

15

The survey provides qualitative anc
quantitative measures of taxation
regulations, and business licensing.

Meetings/Year

Percent of Time
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L
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1

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services. 7 T e e et

Dealing with Requirements of Meetings with Tax
Government Regulation (%) Officials

0 -

The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections ¢
meetings with tax inspectors in a year.
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Rostov Region

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non:
traded at all (closed), shareholding

companies publicly traded (open), sols O 120 20 30 40 50 60 70 8 90 100
proprietorships,  partnerships, anc percenteffrme. %

Russia

limited par.tnerships. A residual _: P S_ e
category is included to capture lega I e parnership ] oner
forms not easily classified into the e

other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits an
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witf
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occu
regularly in the course of doing
business. Resolving these disputes ci
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the formé -

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Rostov  Leading  Listof leadingregions ~~ Employment  Profit Productivity  Export
Region regions
Electricity 2.20 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 2.27 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 7.5% 10.9%
Region
Transport 1.96 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 6.3%
Customs and trade 1.12 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 9.7% 12.4% 7.0% 22.4%
regulations
Practices of informal 1.58 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 10.1%
competitors
Access to land 1.73 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 10.7%
Crime, theft and 1.72 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 10.2%
disorder
Access to finance 1.96 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 16.0% 15.2%
Tax rates 2.65 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 5.6%
Tax administration 2.03 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 14.6% 24.2% 14.6%
Business licensingand  1.79 0.29 Kirov Region; Smolensk Region; Stavropol Territory 11.3% 20.7% 8.1% 35.2%
permits
Political instability 1.58 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 9.3% 8.1% 4.8% 46.4%
Corruption 2.00 0.60 Irkutsk Region; Kirov Region; Smolensk Region 15.5% 13.4% 7.1% 39.3%
Courts 1.51 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 15.0% 22.7%
Territory
Labor regulations 1.60 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 14.8%
Inadequately educated 2.23 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 11.4% 14.0% 10.4%
workforce

242



Saint Petersburg.25
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsdastified by firms in Saint Petersburg
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in SaintelPsiurg.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal Q|
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm 05 610 11-15 1620 2125 2630 31-35 >35
are distributed across the B

population of firms.

Distribution of Firms by Age
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The first indicator shows the
distribution of firms according to Females in Management and Ownership
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.
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provides an illustration of female [2EETEEET in Qumership
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firm ownership. These indicators
can help assess whether gende*
can be a determinant of the effec Ownership Structure
of regulations on the firm and the

level of exposure of the firm to

external  factors, such as saint-pPetersburg
corruption, access to finance, ant

technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the

Russia
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typical firm. The distribution 0 10 20 30 40 20 € 70 8 90 100
provides insight into their levels B --coomesicownes || rivate Foreign Owners

of equity in the private sector of B covenmenysiate o

the economy. R
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure

efficiently connects firms to their
customers and suppliers and enable
the use of modern production .
technologies. Conversely, deficiencie:

< [
39 39

15
1

Percent
Percent

in infrastructure create barriers tc | 1

productive opportunities and increass

costs for all firms, from micro- ol L -
enterprises to |arg e m u |ti natio na| % of Firmsw:g’le;li(f’yci'?‘g"Ealﬁﬁtricity asa % of Firms I(ﬁ:}gyigg';l;ar:;plonaﬁon asa
corporations. B seess [ rese
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The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone Water Provision
connections, etc., and the developmel
of institutions that effectively provide
and maintain public services.
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The first set of indicators shows the
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or | o]
sales. Inadequate electricity suppl
can increase costs, disrupt productiot
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and reduce profitability. ol -
o - Average Duration of
. . Number of Water the Water Shortage
The second set of indicators measure R =
the efficiency of the water supply for B soreecsug [ Russia \

the manufacturing sector. Many s
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.
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The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantifies the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectini
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private ant
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
quantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services.

The second set of indicators
approximates the “time tax” imposed

by regulations: it measures the time
spent by senior management ir

meetings with public officials and the
average number of tax inspections ¢
meetings with tax inspectors in a year.

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non:
traded at all (closed), shareholding
companies publicly traded (open), sols
proprietorships, partnerships, anc
limited partnerships. A residual
category is included to capture lega
forms not easily classified into the
other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occu
regularly in the course of doing
business. Resolving these disputes ci
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the formé -

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment

Saint-Petersburg

Russia

T T T T T T T T T T

60 70 80 90 100

_ Internal Finance, %
|:| Equity, Sale of Stock, %
_ Bank Finance, %
_ Non-Bank Finance, %
:] Trade Credit Financing, %
_ Other Financing, %

K5a k51 ksbe K5e kSt kshdj_Saint-Petersburg

Value of Collateral Needed for a Loan, %

250
1

100 150 200
1 1 1

Percent of the Loan Amount

50
1

[N saint-Petersburg [ | Russia

KiSa,_Saint-Petersburg

Firms' Use of Bank Financial Services

40 60 80 100
1 1 1 1

Percent of Firms

20
1

om0

Share of Firms with Bank Share of Firms with a
Loans/Line of Credit, % Checking or Savings Account, %

’ [N saint-Petersburg [ | Russia

K6 k8_Saint-Petersburg

250



Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

m Profit Productivity  Export
Petersburg regions
Electricity 0.92 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.29 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 3.6% 5.3%
Region
Transport 0.69 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 1.3%
Customs and trade 0.79 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 6.5% 8.4% 4.7% 15.1%
regulations
Practices of informal 1.56 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 10.0%
competitors
Access to land 1.73 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 10.7%
Crime, theft and 0.54 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 2.4%
disorder
Access to finance 1.47 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 10.0% 9.5%
Tax rates 2.80 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 6.3%
Tax administration 0.66 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 2.6% 4.4% 2.6%
Business licensingand  1.07 0.29 Kirov Region; Smolensk Region; Stavropol Territory 5.9% 10.9% 4.3% 18.5%
permits
Political instability 1.59 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 9.5% 8.2% 4.9% 47.0%
Corruption 2.27 0.60 Irkutsk Region; Kirov Region; Smolensk Region 18.5% 16.0% 8.5% 47 1%
Courts 0.41 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 3.4% 5.2%
Territory
Labor regulations 0.56 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 4.5%
Inadequately educated 1.08 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 3.9% 4.7% 3.5%
workforce
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Republic of Sakha (Yakutia).26é

Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsdastified by firms in Republic of Sakha
(Yakutia) benchmarked against averages for RusHme second graph shows the top 3
constraints broken down by large, medium, and sfinalk in Republic of Sakha (Yakutia).
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gende*

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enable
the wuse of modern production
technologies. Conversely, deficiencie:
in infrastructure create barriers tc
productive opportunities and increass
costs for all firms, from micro-
enterprises to large multinational
corporations.

The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone
connections, etc., and the developmel
of institutions that effectively provide
and maintain public services.

The first set of indicators shows the
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity suppl
can increase costs, disrupt productiot
and reduce profitability.

The second set of indicators measure
the efficiency of the water supply for
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the manufacturing sector. Many s

manufacturing sectors depend on
reliable and efficient sources of wate
for their operations.

The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alss
guantifies the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage o
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clec
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflecting
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business

Licensing
) _ Business Licensing and Permit Delays
Good economic governance in area

such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.
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consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
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determines the level of protection fol Regulation Burden
investors thus affecting the incentive: <
to invest. o

The survey provides qualitative anc =2
quantitative measures of taxation
regulations, and business licensing.

Percent of Time
0
Meetings/Year

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services. 7 T e e et

Dealing with Requirements of Meetings with Tax
Government Regulation (%) Officials

The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections ¢
meetings with tax inspectors in a year.
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The third indicator shows the relative

use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non:
traded at all (closed), shareholding
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differing impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Republic of Leading List of leading regions Employment  Profit Productivity  Export
Sakha regions
(Yakutia)
Electricity 1.88 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.72 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 5.3% 7.8%
Region
Transport 1.87 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 6.0%
Customs and trade 0.76 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 6.3% 8.1% 4.5% 14.5%
regulations
Practices of informal 1.00 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 5.5%
competitors
Access to land 1.46 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 8.6%
Crime, theft and 1.24 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 7.1%
disorder
Access to finance 1.30 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 8.0% 7.6%
Tax rates 2.50 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 4.9%
Tax administration 0.78 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 3.7% 6.2% 3.7%
Business licensingand  1.31 0.29 Kirov Region; Smolensk Region; Stavropol Territory 7.7% 14.1% 5.5% 23.9%
permits
Political instability 1.19 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 5.0% 4.3% 2.6% 24.9%
Corruption 1.12 0.60 Irkutsk Region; Kirov Region; Smolensk Region 5.7% 5.0% 2.6% 14.6%
Courts 0.59 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 5.4% 8.1%
Territory
Labor regulations 0.64 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 5.3%
Inadequately educated 1.91 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 9.3% 11.5% 8.5%
workforce
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Samara Region.2?
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsdastified by firms in Samara Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Samargi&e
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm 05 610 11-15 1620 2125 2630 31-35 >35
are distributed across the s

population of firms.
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The first indicator shows the
distribution of firms according to Females in Management and Ownership
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.
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technology.

The third indicator shows the
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Infrastructure

A strong infrastructure enhances thi
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enable
the wuse of modern production
technologies. Conversely, deficiencie:
in infrastructure create barriers tc
productive opportunities and increass
costs for all firms, from micro-
enterprises to large multinational
corporations.

of providing a strong infrastructure for
electricity, water supply, telephone
connections, etc., and the developmel
of institutions that effectively provide
and maintain public services.

The first set of indicators shows the
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity suppl
can increase costs, disrupt productiot
and reduce profitability.

The second set of indicators measure
the efficiency of the water supply for
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The survey captures the dual challeng.™
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the manufacturing sector. Many s

manufacturing sectors depend on
reliable and efficient sources of wate
for their operations.

The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantify the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectini
the transport risks firms face during
the export process.

Trade Engagement
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Regulations, Taxes, and Business

Licensing

) _ Business Licensing and Permit Delays
Good economic governance in area g

. . N
such as taxation, regulations, an
business licensing is a fundamente _
. . n -
pillar for the creation of a favorable -
business environment. o

—

Effective regulations address marke
failures that inhibit productive

investment and reconcile private anc

public interests. The number of f

permits and approvals that businesse . |
need to obtain, and the time it takes t B R cOﬁiﬁéﬁo%R'Zf;ed
obtain them, is expensive and time ik
consuming. The existing legislation of
a country also determines the mix o.
legal forms private firms take and
determines the level of protection fol Regulation Burden
investors thus affecting the incentive:

to invest.
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The survey provides qualitative anc

gquantitative measures of taxation
regulations, and business licensing.
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The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services. o7 Senkr Manogement Tme Spertin e

Dealing with Requirements of Meetings with Tax
Government Regulation (%) Officials
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The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections c
meetings with tax inspectors in a year.

Samara Region

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding

companies publicly traded (open), sol 0 10 20 30 4 50 60 70 8 90 100
proprietorships,  partnerships, ant pereentorfrms, %

limited partnerships. A residual MR cvnscosraconpry - ___ s st anoan o
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category is included to capture lega I v pernersip ] over
forms not easily classified into the b s e

other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits an
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witf
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differing impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

m Profit Productivity  Export
Region regions
Electricity 1.17 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.74 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 5.4% 7.9%
Region
Transport 1.46 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 4.4%
Customs and trade 1.65 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 14.7% 18.9% 10.6% 34.1%
regulations
Practices of informal 1.28 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 7.7%
competitors
Access to land 1.11 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 5.9%
Crime, theft and 1.37 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 7.9%
disorder
Access to finance 1.66 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 12.3% 11.7%
Tax rates 2.95 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 7.0%
Tax administration 1.45 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 9.5% 15.7% 9.5%
Business licensingand  1.23 0.29 Kirov Region; Smolensk Region; Stavropol Territory 7.1% 13.0% 5.1% 22.0%
permits
Political instability 2.15 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 15.6% 13.5% 8.0% 77.8%
Corruption 1.74 0.60 Irkutsk Region; Kirov Region; Smolensk Region 12.7% 10.9% 5.8% 32.2%
Courts 0.89 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 8.5% 12.8%
Territory
Labor regulations 0.54 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 4.3%
Inadequately educated 1.93 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 9.5% 11.7% 8.6%
workforce
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Smolensk Region.28
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top constraints astifted by firms in Smolensk Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in SmoleRsigion.
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8 71 companies were surveyed by in Smolensk Regibe. Benchmarks used for comparisons are averages for
Russia as a whole.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm 05 610 11-15 1620 2125 2630 31-35 >35
are distributed across the s

population of firms.

Distribution of Firms by Age
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The first indicator shows the
distribution of firms according to Females in Management and Ownership
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.
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firm ownership. These indicators
can help assess whether gender
can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

Ownership Structure

Smolensk Region

The third indicator shows the
participation of the domestic
private sector, the government Russia
the foreign sector and other
sectors in the ownership of the

typical firm. The distribution 0 10 20 30 40 50 60 70 8 90 100
prOVIdeS InSIght Into thelr Ievels _ Private Domestic Owners l:l Private Foreign Owners
of equity in the private sector of B covermenvsae r———

the economy. EyT——

274



Infrastructure

A strong infrastructure enhances thi
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enable
the use of modern production
technologies. Conversely, deficiencie:
in infrastructure create barriers tc
productive opportunities and increass
costs for all firms, from micro-
enterprises to large multinational
corporations.

The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone
connections, etc., and the developmel
of institutions that effectively provide
and maintain public services.

The first set of indicators shows the
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity suppl
can increase costs, disrupt productior
and reduce profitability.

The second set of indicators measure
the efficiency of the water supply for
the manufacturing sector.
manufacturing sectors depend on
reliable and efficient sources of wate
for their operations.

The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry anc
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alss
guantify the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage o
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clec
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflecting
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business

Licensing
) _ Business Licensing and Permit Delays
Good economic governance in area

such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.
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Effective regulations address marke
failures that inhibit productive
investment and reconcile private ant
public interests. The number of -—
permits and approvals that businesse o |
need to obtain, and the time it takes t B SR E Conpuchonramed
obtain them, is expensive and time i
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
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determines the level of protection for Regulation Burden
investors thus affecting the incentives =
to invest. o

The survey provides qualitative anc
guantitative measures of taxation
regulations, and business licensing.
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The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services. 7 T e e et

Dealing with Requirements of Meetings with Tax
Government Regulation (%) Officials
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The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections ¢
meetings with tax inspectors in a year.
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Smolensk Region
The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment

Smolensk Region

Russia
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Smolensk Leading List of leading regions Employment  Profit Productivity  Export
Region regions

Electricity 0.30 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region

Telecommunications 0.36 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region

Transport 0.34 0.34 Belgorod Region; Smolensk Region; Stavropol Territory

Customs and trade 0.03 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory

regulations

Practices of informal 0.59 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 2.1%

competitors

Access to land 0.34 0.36 Belgorod Region; Smolensk Region; Stavropol Territory

Crime, theft and 0.06 0.17 Belgorod Region; Smolensk Region; Stavropol Territory

disorder

Access to finance 0.49 0.64 Belgorod Region; Smolensk Region; Stavropol Territory

Tax rates 0.96 1.40 Belgorod Region; Irkutsk Region; Smolensk Region

Tax administration 0.29 0.35 Belgorod Region; Smolensk Region; Stavropol Territory

Business licensing and  0.28 0.29 Kirov Region; Smolensk Region; Stavropol Territory

permits

Political instability 0.84 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region

Corruption 0.23 0.60 Irkutsk Region; Kirov Region; Smolensk Region

Courts 0.13 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 0.5% 0.8%
Territory

Labor regulations 0.06 0.10 Belgorod Region; Smolensk Region; Stavropol Territory

Inadequately educated 0.39 0.50 Belgorod Region; Smolensk Region; Stavropol Territory

workforce
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Stavropol Territory.29

Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsdastified by firms in Stavropol Territory
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Stavropeiritory.
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29 120 companies were surveyed by in Stavropol Teyitbhe benchmarks used for comparisons are average
Russia as a whole.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o | B
the attributes of the average firm 05 610 11-15 1620 2125 2630 31-35 >35
are distributed across the s

population of firms.

Distribution of Firms by Age

30
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Percent of Firms
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Age in Years

The first indicator shows the
distribution of firms according to Females in Management and Ownership
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.
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The second set of indicators g of Firms, % of Firms,

provides an illustration of female Lo e M Sanahy
participation in management anc B scvopoirerioy [ ] Rusia

b4_b7a_Stawopol Territory

firm ownership. These indicators
can help assess whether gender
can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

Ownership Structure

Stavropol Territory

The third indicator shows the
participation of the domestic
private sector, the government Russia
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure 8
efficiently connects firms to their
customers and suppliers and enable
the use of modern production
technologies. Conversely, deficiencie:

o |
39

15
1

20

Percent
Percent

in infrastructure create barriers tc 7] 7]

productive opportunities and increass -

costs for all firms, from micro- ol L ol -
enterprises to large multinational O o T ot
corporations. B soovorerioy [ ] Russa \

c30a_d30a_Stavropol Territory

The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone Water Provision
connections, etc., and the developmel

of institutions that effectively provide  «~-
and maintain public services.

0 |
=

The first set of indicators shows the =1 1
extent to which firms are faced with &
failures in the provision of electricity 2-
and the effect of these failures or o
sales. Inadequate electricity suppl |
can increase costs, disrupt productior

10

Hours

and reduce profitability. =
(=] Average Duration of
. . Number of Water the Water Shortage
The second set of indicators measure S s
the efficiency of the water supply for B secopoiteroy [ ] Rusie \

the manufacturing sector. Many s
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.

o
3 |
The third set of indicators evaluates
the efficiency of infrastructure .
services by quantifying the delays ir S
obtaining electricity, water, and £
telephone connections. Service delay .
impose additional costs on firms anc |
may act as barriers to entry anc
investment. o |
Delay Delay
in Obtaining an in Obtaining a
Electrical Water
Connection Connection

_ Stavropol Territory l:l Russia
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alss
guantify the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectin
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private ant
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
quantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services.

The second set of indicators

Business Licensing and Permit Delays
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approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the
average number of tax inspections ¢
meetings with tax inspectors in a year.
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Firms' Legal Status

Stavropol Territory

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non:
traded at all (closed), shareholding

companies publicly traded (open), sol 0 10 20 30 40 50 60 70 80 90

Russia

T
100

proprietorships,  partnerships, anc percenterfime. %
limited partnerships. A residual -S e S- e m S——
category is included to capture lega I o parersip ] oner

b1_Stavopol Territory

forms not easily classified into the
other categories.

287



Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index

Stavropol Territory

Russia

T T T T

I
0 5 10 15 20
Graft Index as Percentage
©5c14 12 /15 g4 Stavropol Territory Y

Bribe Tax
o |
™
[Tol
N
ER
£
Em
g
@
Q.OA
—
Wr
o |

% of Firms Expected to
Give Gifts in Meetings
With Tax Inspectors

’ _ Stavropol Territory

5 j6Stavropol Territory

% of Firms Expected to
Give Gifts to Secure a
Government Contract

|:| Russia

Bribes in Licenses and Permits

30

Percent of Firms
20
1

10
1

% of Firms Expected to % of Firms Expected to % of Firms Expected to

Give Gifts to Get Give Gifts to Get Give Gifts to Get
a Construction Permit an Operating License an Import License
_ Stavropol Territory l:l Russia

11215 g4_Stavropol Teritory.

288



Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occu
regularly in the course of doing
business. Resolving these disputes ci
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the formé -

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment

Stavropol Territory

Russia
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differing impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Stavropol Leading List of leading regions Employment  Profit Productivity  Export
Territory regions
Electricity 1.49 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 0.63 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 1.1% 1.5%
Region
Transport 0.29 0.34 Belgorod Region; Smolensk Region; Stavropol Territory
Customs and trade 0.17 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 0.4% 1.3%
regulations
Practices of informal 0.26 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory
competitors
Access to land 0.41 0.36 Belgorod Region; Smolensk Region; Stavropol Territory
Crime, theft and 0.27 0.17 Belgorod Region; Smolensk Region; Stavropol Territory
disorder
Access to finance 0.58 0.64 Belgorod Region; Smolensk Region; Stavropol Territory
Tax rates 2.81 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 6.4%
Tax administration 0.38 0.35 Belgorod Region; Smolensk Region; Stavropol Territory
Business licensingand  0.21 0.29 Kirov Region; Smolensk Region; Stavropol Territory
permits
Political instability 1.53 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 8.8% 7.7% 4.5% 44.0%
Corruption 1.17 0.60 Irkutsk Region; Kirov Region; Smolensk Region 6.3% 5.5% 2.9% 16.1%
Courts 0.10 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol
Territory
Labor regulations 0.09 0.10 Belgorod Region; Smolensk Region; Stavropol Territory
Inadequately educated 0.68 0.50 Belgorod Region; Smolensk Region; Stavropol Territory
workforce
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Sverdlovsk Region.30

Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsdastified by firms Sverdlovsk Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in SverdloRegion.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gender

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enable
the use of modern production -]
technologies. Conversely, deficiencie: 2
in infrastructure create barriers tc
productive opportunities and increass
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costs for all firms, from micro- ol I |
. . . % of Firms Identifying Electricity as a % of Firms Identifying Transportation as a

enterprises to large multinational

corporations. B seoosregon [ ] russa

c30a_d30a_Sverdlovsk Region

The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone Water Provision
connections, etc., and the developmel .|
of institutions that effectively provide
and maintain public services.
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The first set of indicators shows the
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity supplt -
can increase costs, disrupt productiot
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and reduce profitability. ol -
o - — Average Duration of
. . Number of Water the Water Shortage
The second set of indicators measure R =
the efficiency of the water supply for B scooskregon [ ] Russia \

the manufacturing sector. Many s
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.
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The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantifies the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectini
the transport risks firms face during
the export process.

Trade Engagement
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Due to Theft Due to Breakage or Spoilage
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Regulations, Taxes, and Business

Licensing
) _ Business Licensing and Permit Delays
Good economic governance in area

such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

150
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100
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Days

Effective regulations address marke
failures that inhibit productive
investment and reconcile private anc
public interests. The number of
permits and approvals that businesse o

need to obtain, and the time it takes t B R cOﬁiﬁéﬁoﬂﬁfﬁea
obtain them, is expensive and time ik
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
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determines the level of protection for Regulation Burden
investors thus affecting the incentive: < o
to invest.
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The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

Meetings/Year
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Percent of Time
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The first set of indicators focuses or
the efficiency of business licensing | 0|
and permit services. The indicators
evaluate the delays faced whel

demanding these services. R — A et

Dealing with Requirements of Meetings with Tax
Government Regulation (%) Officials

The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections c
meetings with tax inspectors in a year.

_ Sverdlovsk Region l:l Russia
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The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:

Russia
with shares traded privately or non-
traded at all (closed), shareholding
companies publicly traded (open), sols O 10 20 30 40 5 60 70 8 9 100
proprietorships,  partnerships, anc percenterfime. %
limited partnerships. A residual —— Bl
category is included to capture lega I e parverh ] oner
forms not easily classified into the b Swck e

other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment

Sverdlovsk Region
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Sverdlovsk  Leading  List of leadingregions ~~ Employment  Profit Productivity  Export |
Region regions
Electricity 1.01 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.40 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 4.1% 5.9%
Region
Transport 1.41 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 4.2%
Customs and trade 0.91 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 7.7% 9.8% 5.5% 17.8%
regulations
Practices of informal 0.71 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 3.1%
competitors
Access to land 0.44 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 0.7%
Crime, theft and 0.83 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 4.4%
disorder
Access to finance 1.19 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 6.7% 6.3%
Tax rates 2.45 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 4.7%
Tax administration 1.18 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 7.2% 12.0% 7.2%
Business licensingand 0.79 0.29 Kirov Region; Smolensk Region; Stavropol Territory 3.8% 7.0% 2.7% 11.9%
permits
Political instability 1.48 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 8.3% 7.1% 4.2% 41.1%
Corruption 1.48 0.60 Irkutsk Region; Kirov Region; Smolensk Region 9.7% 8.4% 4.4% 24.6%
Courts 0.54 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 4.8% 7.2%
Territory
Labor regulations 0.61 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 5.1%
Inadequately educated 1.42 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 6.1% 7.5% 5.5%
workforce
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Republic of Tatarstan.31

Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraint@astified by firms in Republic Republic of
Tatarstan benchmarked against averages for Ru$bi. second graph shows the top 3
constraints broken down by large, medium, and sfimaik in Republic of Tatarstan.
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%1120 companies were surveyed by in Republic of Btdar The benchmarks used for comparisons are gesra
for Russia as a whole.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gender

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure
efficiently connects firms to their ]
customers and suppliers and enable
the wuse of modern production
technologies. Conversely, deficiencie: 21

o |
39
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1

Percent
Percent

1

in infrastructure create barriers tc 1

productive opportunities and increass

costs for all firms, from micro- ol L -
enterprises to |arg e m u |ti natio na| % of Firmsw:gje;li(f’yci'?‘g"EaI;&itricity asa % of Firms I(ﬁ:}gyigg'gar:;plonaﬂon asa
corporations. B oo [ Russa
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The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone Water Provision
connections, etc., and the developmel

of institutions that effectively provide  «~-
and maintain public services.
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The first set of indicators shows the =1
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or o
sales. Inadequate electricity suppl |
can increase costs, disrupt productiot
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and reduce profitability. ol -
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The second set of indicators measure R =
the efficiency of the water supply for B cerotmarsan [ ] Russie \

the manufacturing sector. Many s
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.
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The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alss
guantifies the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectin
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business

Licensing
) _ Business Licensing and Permit Delays
Good economic governance in area

such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

150
1

100
1

Days

Effective regulations address marke
failures that inhibit productive
investment and reconcile private anc
public interests. The number of
permits and approvals that businesse o

need to obtain, and the time it takes t B R COESt@éﬁo%?'Zf;ed
obtain them, is expensive and time =
consuming. The existing legislation of
a country also determines the mix o.
legal forms private firms take and
determines the level of protection fol Regulation Burden
investors thus affecting the incentive:
to invest.
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The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.
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The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicator:
evaluate the delays faced whel
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The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections c
meetings with tax inspectors in a year.
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The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

m Profit Productivity ExpT
Tatarstan regions
Electricity 1.38 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.18 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 3.2% 4.7%
Region
Transport 0.95 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 2.4%
Customs and trade 0.38 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 2.6% 3.3% 1.9% 6.0%
regulations
Practices of informal 0.90 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 4.6%
competitors
Access to land 0.91 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 4.3%
Crime, theft and 0.93 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 5.0%
disorder
Access to finance 1.15 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 6.2% 5.9%
Tax rates 2.47 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 4.8%
Tax administration 0.98 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 5.5% 9.1% 5.5%
Business licensingand  0.68 0.29 Kirov Region; Smolensk Region; Stavropol Territory 3.0% 5.4% 2.1% 9.2%
permits
Political instability 1.02 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 3.2% 2.8% 1.6% 15.8%
Corruption 1.21 0.60 Irkutsk Region; Kirov Region; Smolensk Region 6.7% 5.8% 3.1% 17.0%
Courts 0.49 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 4.3% 6.5%
Territory
Labor regulations 0.48 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 3.7%
Inadequately educated 1.42 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 6.1% 7.5% 5.5%
workforce
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Tomsk Region.32

Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsidastified by firms in Tomsk Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Tomsk ieeg
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gender

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure

efficiently connects firms to their
customers and suppliers and enable
the use of modern production .
technologies. Conversely, deficiencie:

< [
39 39

15
1

Percent
Percent

in infrastructure create barriers tc | 1

productive opportunities and increass

costs for all firms, from micro- ol L -
enterprises to large multinational O o T ot
corporations. B orocreion [ Russia

c30a_d30a_Tomsk Region

The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone Water Provision
connections, etc., and the developmel

of institutions that effectively provide  «~-
and maintain public services.
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The first set of indicators shows the =1
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or o
sales. Inadequate electricity suppl |
can increase costs, disrupt productior

and reduce profitability. N - ol
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The second set of indicators measure Shorages na Tyl o

the efficiency of the water supply for y B oocreion [ Russa \
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manufacturing sectors depend on
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for their operations.

1
10
1

Number
Hours

=

Infrustructure Services Delays

150
1

The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantifies the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectin
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business

Licensing
) _ Business Licensing and Permit Delays
Good economic governance in area

such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

150
1

100
1

Days

Effective regulations address marke
failures that inhibit productive
investment and reconcile private ant
public interests. The number of
permits and approvals that businesse o

need to obtain, and the time it takes t B R Conpuchonramed
obtain them, is expensive and time i
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and

50

I romskregon [ ] Russia
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determines the level of protection for Regulation Burden
investors thus affecting the incentives 2 e
to invest.

The survey provides qualitative anc
quantitative measures of taxation
regulations, and business licensing.
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The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services. 7 T e e et

Dealing with Requirements of Meetings with Tax
Government Regulation (%) Officials
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The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections ¢
meetings with tax inspectors in a year.

BN romskregn [ ] Russia
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The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non:
traded at all (closed), shareholding

companies publicly traded (open), sols 0 10 20 30 40 50 60 70 80 90 100
proprietorships,  partnerships, ant pereentorms %

limited partnerships. A residual MR o acnaorscomprs | ___| cese St o

Russia

. . l:l Sole Proprietorship _ Partnership
category is included to capture lega I e parnership ] oner
forms not easily classified into the e

other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Leading List of leading regions Employment  Profit Productivity  Export
regions

Electricity 0.61 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk

Region
Telecommunications 0.72 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 1.4% 2.1%

Region
Transport 0.79 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 1.7%
Customs and trade 0.46 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 3.4% 4.3% 2.4% 7.8%
regulations
Practices of informal 0.75 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 3.4%
competitors
Access to land 0.67 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 2.5%
Crime, theft and 0.71 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 3.5%
disorder
Access to finance 1.09 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 5.5% 5.2%
Tax rates 2.76 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 6.1%
Tax administration 0.93 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 5.0% 8.3% 5.0%
Business licensingand  0.56 0.29 Kirov Region; Smolensk Region; Stavropol Territory 2.1% 3.8% 1.5% 6.4%
permits
Political instability 1.21 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 5.3% 4.6% 2.7% 26.3%
Corruption 1.03 0.60 Irkutsk Region; Kirov Region; Smolensk Region 4.8% 4.1% 2.2% 12.1%
Courts 0.33 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 2.6% 4.0%

Territory
Labor regulations 0.39 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 2.8%
Inadequately educated 1.05 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 3.6% 4.5% 3.3%
workforce
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Tver Region.33

Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsidgstified by firms in Tver Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Tver Regi
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm 05 610 11-15 1620 2125 2630 31-35 >35
are distributed across the o

population of firms.
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The first indicator shows the
distribution of firms according to Females in Management and Ownership
their age measured by the numbe 8
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

Percent of Firms
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The second set of indicators g of Firms, % of Firms,

provides an illustration of female Top Manager R Ganasp
participation in management anc B rereon [ ] Russa

ba_b7a_Tver Region

firm ownership. These indicators
can help assess whether gender
can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

Ownership Structure

Tver Region

The third indicator shows the
participation of the domestic
private sector, the government Russia
the foreign sector and other
sectors in the ownership of the

typical firm. The distribution O 10 20 30 40 5 60 70 8 90 100
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of equity in the private sector of B covermenysae r———
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure

efficiently connects firms to their
customers and suppliers and enable
the use of modern production .
technologies. Conversely, deficiencie:

< [
39 39

15
1

Percent
Percent

in infrastructure create barriers tc | 7

productive opportunities and increass

costs for all firms, from micro- ol I |
enterprises to |arg e m u |ti natio na| % of Firmsw:gje;li(f’yoi?‘g"EaI;&itricity asa % of Firms I(ﬁ:}gyigg'gar:;plonaﬂon asa
corporations. B e [ ] Russa

c30a_d30a_Tver Region

The survey captures the dual challeng.
of providing a strong infrastructure for

electricity, water supply, telephone Water Provision
connections, etc., and the developmel
of institutions that effectively provide  «~-
and maintain public services.

0 |
=

The first set of indicators shows the =1
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or o
sales. Inadequate electricity suppl |
can increase costs, disrupt productiot

1
10
1

Number
Hours

=

and reduce profitability. ol -
o - — Average Duration of
. . Number of Water the Water Shortage
The second set of indicators measure R =
the efficiency of the water supply for B verregon [ ] Russi \

the manufacturing sector. Many e
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.

200
1

The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alss
guantifies the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage o
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clec
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflecting
the transport risks firms face during
the export process.

Percent of Firms

Days
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Percent of Sales
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Trade Engagement
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Customs Efficieny
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private anc
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation of
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services.

The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the
average number of tax inspections c
meetings with tax inspectors in a year.

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding
companies publicly traded (open), sol
proprietorships, partnerships, anc
limited partnerships. A residual
category is included to capture lega
forms not easily classified into the
other categories.

Business Licensing and Permit Delays
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index

Tver Region

Russia
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment

Tver Region
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Innovation and Workforce

The Survey provide indicators thal
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

TverRegion  Leading  Listof leadingregions ~ Employment  Profit Productivity  Export
regions
Electricity 0.96 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 0.70 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 1.3% 2.0%
Region
Transport 0.99 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 2.5%
Customs and trade 0.35 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 2.3% 2.9% 1.6% 5.3%
regulations
Practices of informal 0.97 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 5.2%
competitors
Access to land 1.10 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 5.8%
Crime, theft and 1.00 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 5.5%
disorder
Access to finance 1.39 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 9.1% 8.6%
Tax rates 2.35 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 4.3%
Tax administration 1.03 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 5.9% 9.8% 5.9%
Business licensingand  1.01 0.29 Kirov Region; Smolensk Region; Stavropol Territory 5.4% 10.0% 3.9% 16.9%
permits
Political instability 1.30 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 6.2% 5.4% 3.2% 31.0%
Corruption 1.56 0.60 Irkutsk Region; Kirov Region; Smolensk Region 10.6% 9.1% 4.9% 26.8%
Courts 0.37 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 3.0% 4.5%
Territory
Labor regulations 0.38 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 2.7%
Inadequately educated 1.47 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 6.4% 7.9% 5.8%
workforce
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Ulyanovsk Region.34

Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsdestified by firms in Ulyanovsk Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Ulyanot&gion.
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% 120 companies were surveyed by in Ulyanovsk Regitie. benchmarks used for comparisons are averages f
Russia as a whole.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gender

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and |
development. Good infrastructure
efficiently connects firms to their
customers and suppliers and enable
the use of modern production ~| o
technologies. Conversely, deficiencie:
in infrastructure create barriers tc | o
productive opportunities and increass
costs for all firms, from micro- ol I

% of Firms Identifying Electricity as a % of Firms Identifying Transportation as a

enterprises to large multinational
corporations. B veosregon [ ] Russa

c30a_d30a_Uyanovsk Region

The survey captures the dual challeng.
of providing a strong infrastructure for

electricity, water supply, telephone Water Provision
connections, etc., and the developmel 2
of institutions that effectively provide  “]
and maintain public services.

15

4 0 |
=

Percent
Percent

60
1

The first set of indicators shows the
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
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sales. Inadequate electricity suppl 1 81
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the manufacturing sector. Many e
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.
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The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alss
guantifies the trade activity of firms.

The first set of indicators provides €
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage o
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clec
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflecting
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business

Licensing
) _ Business Licensing and Permit Delays
Good economic governance in area

such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.
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Effective regulations address marke
failures that inhibit productive
investment and reconcile private anc
public interests. The number of
permits and approvals that businesse o

need to obtain, and the time it takes t B R cOﬁiﬁéﬁo%R'Zf;ed
obtain them, is expensive and time ik
consuming. The existing legislation of
a country also determines the mix o.
legal forms private firms take and
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determines the level of protection for Regulation Burden
investors thus affecting the incentives 2 o
to invest.
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The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.
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The first set of indicators focuses or
the efficiency of business licensing 0|
and permit services. The indicators
evaluate the delays faced whel

demanding these services. R — A et
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Government Regulation (%) Officials
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The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections c
meetings with tax inspectors in a year.
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The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:

Russia
with shares traded privately or non-
traded at all (closed), shareholding
companies publicly traded (open), sols 0 10 20 30 40 50 60 70 80 90 100
proprietorships,  partnerships, anc pereentoffirme, %
limited partnerships. A residual —— D St
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other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o0
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labor
regulations have a direct effect on th:
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading

regions)

Ulyanovsk Leading List of leading regions Employment Profit Productivity  Export
Region regions
Electricity 1.13 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.13 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 3.0% 4.4%
Region
Transport 1.17 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 3.2%
Customs and trade 0.84 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 7.0% 9.0% 5.0% 16.2%
regulations
Practices of informal 1.09 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 6.2%
competitors
Access to land 0.64 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 2.3%
Crime, theft and 0.59 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 2.8%
disorder
Access to finance 1.31 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 8.1% 7.7%
Tax rates 2.54 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 5.1%
Tax administration 0.94 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 5.1% 8.4% 5.1%
Business licensingand  0.75 0.29 Kirov Region; Smolensk Region; Stavropol Territory 3.5% 6.4% 2.5% 10.9%
permits
Political instability 1.36 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 6.9% 6.0% 3.5% 34.3%
Corruption 1.26 0.60 Irkutsk Region; Kirov Region; Smolensk Region 7.3% 6.3% 3.4% 18.6%
Courts 0.40 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 3.4% 5.1%
Territory
Labor regulations 0.36 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 2.5%
Inadequately educated 1.41 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 6.0% 7.4% 5.5%
workforce
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Volgograd Region.35
Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsdastified by firms in Volgograd Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in VolgogReQion.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and

Distribution of Firms by Age

Percent of Firms
20 30 40
1 1
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1

also an estimate of how some o

. _ o ]
the attrll.:)utf-,"s of the average firm 0-5 610 11-15 1620 21-25 26-30 31-35  >35
are distributed across the e

Age in Years
population of firms.
The first indicator shows the
distribution of firms according to Females in Management and Ownership
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to 9
successfully navigate the busines
environment.
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The second set of indicators g of Firms, % of Firms,

provides an illustration of female Lo e M Sanahy
participation in management anc B vogogadregon [ ] russia
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firm ownership. These indicators
can help assess whether gender
can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

Ownership Structure

Volgograd Region

The third indicator shows the
participation of the domestic
private sector, the government Russia
the foreign sector and other
sectors in the ownership of the
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure

efficiently connects firms to their
customers and suppliers and enable
the use of modern production .
technologies. Conversely, deficiencie:

< [
39 39

15
1

Percent
Percent

in infrastructure create barriers tc | 1

productive opportunities and increass

costs for all firms, from micro- ol L -
enterprises to |arg e m u |ti natio na| % of Firmsw:gje;li(f’yci'?‘g"EaI;&itricity asa % of Firms I(ﬁ:}gyigg'gar:;plonaﬂon asa
corporations. B oocoeoregon [ ] muse
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The survey captures the dual challeng.
of providing a strong infrastructure for
electricity, water supply, telephone Water Provision
connections, etc., and the developmel

of institutions that effectively provide  «~-
and maintain public services.
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The first set of indicators shows the =1
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or o
sales. Inadequate electricity suppl |
can increase costs, disrupt productiot
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and reduce profitability. ol -
o - — Average Duration of
. . Number of Water the Water Shortage
The second set of indicators measure R =
the efficiency of the water supply for R T \

the manufacturing sector. Many e
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.
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The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantifies the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectini
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business

Licensing
) _ Business Licensing and Permit Delays
Good economic governance in area

such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

150
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100
1

Days

Effective regulations address marke
failures that inhibit productive
investment and reconcile private anc
public interests. The number of
permits and approvals that businesse o

need to obtain, and the time it takes t B R cOﬁiﬁéﬁo%R'Zf;ed
obtain them, is expensive and time ik
consuming. The existing legislation of
a country also determines the mix o.
legal forms private firms take and
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determines the level of protection fol Regulation Burden
investors thus affecting the incentives ¢ ~
to invest.

1

15

The survey provides qualitative anc |
gquantitative measures of taxation
regulations, and business licensing.

Meetings/Year
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Percent of Time
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|

The first set of indicators focuses or
the efficiency of business licensing | 0|
and permit services. The indicators
evaluate the delays faced whel
demanding these services. R — A et

Dealing with Requirements of Meetings with Tax
Government Regulation (%) Officials

The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the Firms' Legal Status
average number of tax inspections c

meetings with tax inspectors in a year.
Volgograd Region

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding

companies publicly traded (open), sols O 10 20 30 40 50 60 70 8 9 100
proprietorships,  partnerships, anc percenteffrme, %

limited partnerships. A residual T T
category is included to capture lega I o parers ] oner

forms not easily classified into the b s

other categories.
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.

Graft Index

Volgograd Region

Russia

T T T T

I
0 5 10 15 20
Graft Index as Percentage

5614 /12 {15 g4 Volgograd Region

Bribe Tax
o |
™
[Tol
N
ER
£
Em
g
@
u.OA
—
W;-i
o |

% of Firms Expected to
Give Gifts in Meetings
With Tax Inspectors

’ _ Volgograd Region

5 j6Volgograd Region

% of Firms Expected to
Give Gifts to Secure a
Government Contract

|:| Russia

Bribes in Licenses and Permits

o |
<
o |
™
[%2]
E
&
IS o
gN |
o
f
a
o |
—
o 4
% of Firms Expected to % of Firms Expected to % of Firms Expected to
Give Gifts to Get Give Gifts to Get Give Gifts to Get
a Construction Permit an Operating License an Import License
_ Volgograd Region l:l Russia

11215 g4_Voigograd Region

348



Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has
serious consequences for the forme
private sector. The informal sectol
may pose unfair competition for
formal firms.

25

2
1

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.
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Percent of Sales
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The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment

Volgograd Region
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differing impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.

Innovative Capability
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Volgograd  Leading  Listof leadingregions ~~ Employment  Profit Productivity  Export |
Region regions
Electricity 1.02 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 0.88 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 2.0% 3.0%
Region
Transport 0.89 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 2.1%
Customs and trade 0.53 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 4.1% 5.2% 2.9% 9.4%
regulations
Practices of informal 0.94 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 4.9%
competitors
Access to land 0.89 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 4.2%
Crime, theft and 0.62 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 3.0%
disorder
Access to finance 1.55 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 11.0% 10.4%
Tax rates 2.36 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 4.3%
Tax administration 1.32 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 8.4% 13.9% 8.4%
Business licensing and  0.97 0.29 Kirov Region; Smolensk Region; Stavropol Territory 5.1% 9.4% 3.7% 16.0%
permits
Political instability 1.31 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 6.3% 5.5% 3.3% 31.5%
Corruption 1.64 0.60 Irkutsk Region; Kirov Region; Smolensk Region 11.5% 9.9% 5.3% 29.2%
Courts 0.71 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 6.6% 10.0%
Territory
Labor regulations 0.72 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 6.1%
Inadequately educated 1.47 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 6.4% 7.9% 5.8%
workforce
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Voronezh Region.36

Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsdastified by firms in Voronezh Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Voron&agion.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gender

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani
generates a business environmel
conducive to firm growth and
development. Good infrastructure 8
efficiently connects firms to their
customers and suppliers and enable
the wuse of modern production
technologies. Conversely, deficiencie: 2
in infrastructure create barriers tc ]
productive opportunities and increass

o |
®

20
1

20

Percent
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costs for all firms, from micro- ol ol |
. . . % of Firms Identifying Electricity as a % of Firms Identifying Transportation as a

enterprises to large multinational

corporations. B ooenregon [ ] russa

Voronezh Region

The survey captures the dual challeng.™
of providing a strong infrastructure for
electricity, water supply, telephone Water Provision
connections, etc., and the developmel
of institutions that effectively provide
and maintain public services.
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The first set of indicators shows the
extent to which firms are faced with
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and the effect of these failures or | o
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the manufacturing sector. Many e
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.
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The third set of indicators evaluates
the efficiency of infrastructure
services by quantifying the delays ir
obtaining electricity, water, and
telephone connections. Service delay
impose additional costs on firms anc
may act as barriers to entry an
investment.
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alst
guantifies the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectini
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business
Licensing

Business Licensing and Permit Delays

Good economic governance in area g
such as taxation, regulations, ani
business licensing is a fundamente §-
pillar for the creation of a favorable
business environment. gﬁ .
[
Effective regulations address marke DSA
failures that inhibit productive
investment and reconcile private ant ¢ |
public interests. The number of r f
permits and approvals that businesse . |

need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation of
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services.

The second set of indicators
approximates the “time tax” imposed
by regulations: it measures the time
spent by senior management ir
meetings with public officials and the
average number of tax inspections c
meetings with tax inspectors in a year.

The third indicator shows the relative
use of the different legal forms in the
private sector. Most legal forms can b
classified into shareholding companie:
with shares traded privately or non-
traded at all (closed), shareholding
companies publicly traded (open), sol
proprietorships, partnerships, anc
limited partnerships. A residual
category is included to capture lega
forms not easily classified into the
other categories.
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Days to Obtain
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Days to Obtain
Construction-related
Permit
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ant
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witf
tax inspectors or in order to secure
government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differring impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading

regions)

Voronezh  Leading  Listof leadingregions ~~ Employment  Profit Productivity  Export
Region regions
Electricity 1.53 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.50 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 4.5% 6.5%
Region
Transport 1.42 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 4.2%
Customs and trade 0.60 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 4.7% 6.0% 3.4% 10.9%
regulations
Practices of informal 0.82 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 4.0%
competitors
Access to land 0.81 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 3.5%
Crime, theft and 0.84 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 4.4%
disorder
Access to finance 1.08 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 5.3% 5.0%
Tax rates 2.50 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 5.0%
Tax administration 0.93 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 5.0% 8.3% 5.0%
Business licensingand  0.67 0.29 Kirov Region; Smolensk Region; Stavropol Territory 2.9% 5.3% 2.1% 9.1%
permits
Political instability 1.13 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 4.3% 3.7% 2.2% 21.5%
Corruption 1.28 0.60 Irkutsk Region; Kirov Region; Smolensk Region 7.5% 6.5% 3.5% 19.1%
Courts 0.49 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 4.3% 6.5%
Territory
Labor regulations 0.76 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 6.6%
Inadequately educated 1.34 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 5.6% 6.8% 5.1%
workforce
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Yaroslavl Region.37

Business Obstacles

Below is a snapshot of the most serious businestadies as perceived by firms in the region.
The first graph presents the top 10 constraintsdestified by firms in Yaroslavl Region
benchmarked against averages for Russia. The segapt shows the top 3 constraints broken
down by large, medium, and small firms in Yaroslgelgion.
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Average Firm

The survey collects information
from a representative sample o
the  non-agricultural  formal
private economy. In addition to
collecting information on the
business environment the survey
collect information on the
characteristics of the firms
interviewed. Consequently, the
data collected provides a
description of the representative
private firm in the country and
also an estimate of how some o
the attributes of the average firm

are distributed across the
population of firms.
The first indicator shows the

distribution of firms according to
their age measured by the numbe
of years they have been in
operation. The effect the busines:
environment can have on the
private sector may depend or
firms’ experience and longevity.
Seasoned firms and young firms
may differ in their ability to

successfully navigate the busines
environment.

The second set of indicators
provides an illustration of female
participation in management anc
firm ownership. These indicators

can help assess whether gender

can be a determinant of the effec
of regulations on the firm and the
level of exposure of the firm to
external  factors, such as
corruption, access to finance, ant
technology.

The third indicator shows the
participation of the domestic
private sector, the government
the foreign sector and other
sectors in the ownership of the
typical firm. The distribution
provides insight into their levels
of equity in the private sector of
the economy.
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Infrastructure

A strong infrastructure enhances thi Electricity Provision and Transportation
competitiveness of an economy ani |

generates a business environmel 8

conducive to firm growth and ]

development. Good infrastructure ER

efficiently connects firms to their
customers and suppliers and enable
the use of modern production .
technologies. Conversely, deficiencie:

Percent
Percent

in infrastructure create barriers tc | ©

productive opportunities and increass

costs for all firms, from micro- ol L -
enterprises to |arg e m u |ti natio nal % of Firmsw::’le;li(f’yci'?‘g"Ealﬁﬁtricity asa % of Firms I(ﬁ:}gyigg';l;ar:ﬁonaﬁon asa
COI’pOYatIOI’IS I vaosiaviRegion [ ] Russia
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The survey captures the dual challeng.
of providing a strong infrastructure for

electricity, water supply, telephone Water Provision
connections, etc., and the developmel | 2
of institutions that effectively provide

and maintain public services. R

The first set of indicators shows the
extent to which firms are faced with
failures in the provision of electricity
and the effect of these failures or
sales. Inadequate electricity supplt «
can increase costs, disrupt productiot

Hours
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and reduce profitability. ol -
o - — Average Duration of
. . Number of Water the Water Shortage
The second set of indicators measure R =
the efficiency of the water supply for B ecsairegon [ ] musse \

the manufacturing sector. Many e
manufacturing sectors depend on
reliable and efficient sources of wate

. . Infrustructure Services Delays
for their operations.

The third set of indicators evaluates

the efficiency of infrastructure 3-

services by quantifying the delays ir

obtaining electricity, water, and gg|

telephone connections. Service delay

impose additional costs on firms anc |

may act as barriers to entry anc

investment. |
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Trade

Open markets allow firms to expand
raise standards for efficiency on
exporters, and enable firms to impor
low cost supplies. However, trading
also forces firms to deal with customs
services and trade regulations, obtai
export and import licenses, and ir
some cases, firms also face addition:
costs due to losses during transport.

The survey collects information on the
operational constraints faced by
exporters and importers and alss
guantifies the trade activity of firms.

The first set of indicators provides &
measure of the intensity of foreign
trade in the private sector. The firs
graph shows the percentage of firm
who export directly or indirectly, i.e.
using an intermediary. The seconc
panel shows the percentage ¢
manufacturing firms who use inputs ol
supplies of foreign origin.

The second set of indicators measure
the average number of days to clee
customs for imports and exports. The
delay in clearing customs for imports
or exports creates additional costs t
the firm, can interrupt production,
interfere with sales, and result in
damaged supplies or merchandise.

The third set of indicators shows the
percent value of exports lost during
transport due to merchandise theft
and breakage or spoilage, reflectin
the transport risks firms face during
the export process.
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Regulations, Taxes, and Business
Licensing

Good economic governance in area
such as taxation, regulations, an
business licensing is a fundamente
pillar for the creation of a favorable
business environment.

Effective regulations address marke
failures that inhibit productive

investment and reconcile private anc
public interests. The number of
permits and approvals that business¢
need to obtain, and the time it takes t
obtain them, is expensive and time
consuming. The existing legislation ol
a country also determines the mix o.
legal forms private firms take and
determines the level of protection for
investors thus affecting the incentive:
to invest.

The survey provides qualitative anc
gquantitative measures of taxation
regulations, and business licensing.

The first set of indicators focuses or
the efficiency of business licensing
and permit services. The indicators
evaluate the delays faced whel
demanding these services.

The second set of indicators

Business Licensing and Permit Delays
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Corruption

Corruption by public officials may
present a major administrative anc
financial burden on firms. Corruption
creates an unfavorable busines
environment by undermining the
operational efficiency of firms and
raising the costs and risks associate
with doing business.

Inefficient regulations constrain firm
efficiency as they present
opportunities for soliciting bribes
where firms are required to make
“unofficial” payments to public

officials to get things done. In many
countries bribes are common and quit
high and they add to the bureaucrati
costs in obtaining required permits ani
licenses. They can be a seriou
impediment for the firms’ growth and
development.

The first set of indicators measures
composite index of corruption, the
Graft Index that reflects the proportior
of instances a firm was asked o
expected to pay a bribe wher
soliciting six different public services,
permits or licenses.

The second set of indicators identifie:
the extent to which specific regulatory
and administrative officials require
bribe payments during meetings witr
tax inspectors or in order to secure

government contract.

The third set of indicators focuses or
bribes to obtain specific licenses o
permits, and shows the share of firm
that are expected to make informa
payments to secure import anc
operating licenses and to obtain
construction permit.
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Crime and Informality

Crime imposes costs on firms wher
they are forced to divert resource:
from productive uses to cover securit
costs. Both foreign and domestic
investors perceive crime as ar
indication of social instability, and
crime drives up the cost of doing
business. Also, commercial dispute:
between firms and their clients occul
regularly in the course of doing
business. Resolving these disputes c:
be challenging when legal institutions
are weak or nonexistent.

Similarly, a large informal sector has

serious consequences for the forme

private sector. The informal sectol
may pose unfair competition for
formal firms.

The survey captures key dimension
of the effect of crime on firm sales, the
extent to which entrepreneurs identify
courts as fair, and the degree o
informality in an economy.

The first indicator shows the share o
firms that recognize the functioning of
the courts as being fair, impartial, anc
uncorrupted.

The second set of indicators measure
the direct costs of security incurred by
firms as well as their direct losses du
to crime. These resources represent :
opportunity cost since they could have
been invested in productive activities.

The third set of indicators shows the
percentage of firms that startec
operation without begin formally
registered. It is an approximation tc
the prevalence of informality in the
private economy.

Perception about the Courts
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Finance

Developed financial markets provide
payment services, mobilize deposits
and ease investment financing
Efficient financial markets reduce the
reliance on internal funds and or
money from informal sources such a:
family and friends by connecting firms
to a broad range of lenders an
investors.

The survey provides indicators of how
firms finance their operations and of
the characteristics of their financial
transactions.

The first set of indicators compares
the relative use of various sources fo
financing  investment.  Excessive
reliance on internal funds is a sign o
potentially inefficient financial
intermediation.

The second set of indicators measure
the use of financial markets by
individual firms. It presents the
percentage of working capital that is
financed by sources external to thi
firm, and a measure of the burdel
imposed by loan requirements
measured by collateral levels relative
to the value of the loans.

The third set of indicators focuses on
the use of financial services by private
firms both on the credit side, by
measuring the percentage of firm:
with bank loans or lines or credit, anc
on the deposit mobilization side, by
measuring the percentage of firm:
with checking or savings accounts.

Enterprises Financing Sources for Investment
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Innovation and Workforce

The Survey provides indicators tha
describe several dimensions o
technology use and innovation. The»
also collect information on the
characteristics of the workforce
employed in the non-agricultural
private economy.

The first set of indicators measures th
extent to which firms invest in
obtaining recognized certificates of
production and accounting practices
Obtaining international quality
certifications can open doors to
technology and innovation and they
also provide a sign of high quality that
may open markets.

The second set of indicators
demonstrates the use of informatiol
and communications technologies
(ICT) in business transactions. ICT.
such as the Internet, are importar
tools for all firms because they
provide even the smallest of
enterprises with the ability to reach
national and international markets a
low cost.

The third set of indicators presents th
composition of the firm's workforce
by type of contract and gender. Labo.
regulations have a direct effect on the
type of employment favored by firms
and they may have a differing impac
by gender. The first two indicators
present the composition of the
workforce classified into temporary
and permanent workers. The las
indicator reflects the participation of
women in regular full-time
employment.
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Potential improvement in regional firms’ performance in the next 3 years after business climate improvements (to the level of the leading
regions)

Yaroslavl Leading List of leading regions Employment Profit Productivity  Export
Region regions
Electricity 1.16 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk
Region
Telecommunications 1.19 0.36 Belgorod Region; Republic of Bashkortostan; Smolensk 3.3% 4.8%
Region
Transport 1.31 0.34 Belgorod Region; Smolensk Region; Stavropol Territory 3.8%
Customs and trade 0.46 0.11 Irkutsk Region; Smolensk Region; Stavropol Territory 3.3% 4.3% 2.4% 7.7%
regulations
Practices of informal 1.02 0.33 Lipetsk Region; Novosibirsk Region; Stavropol Territory 5.6%
competitors
Access to land 1.25 0.36 Belgorod Region; Smolensk Region; Stavropol Territory 7.0%
Crime, theft and 1.14 0.17 Belgorod Region; Smolensk Region; Stavropol Territory 6.4%
disorder
Access to finance 1.74 0.64 Belgorod Region; Smolensk Region; Stavropol Territory 13.2% 12.6%
Tax rates 2.83 1.40 Belgorod Region; Irkutsk Region; Smolensk Region 6.4%
Tax administration 1.03 0.35 Belgorod Region; Smolensk Region; Stavropol Territory 5.9% 9.7% 5.9%
Business licensing and  0.89 0.29 Kirov Region; Smolensk Region; Stavropol Territory 4.5% 8.3% 3.3% 14.2%
permits
Political instability 1.55 0.74 Irkutsk Region; Republic of Mordovia; Smolensk Region 9.0% 7.8% 4.6% 44.8%
Corruption 1.57 0.60 Irkutsk Region; Kirov Region; Smolensk Region 10.7% 9.3% 4.9% 27.3%
Courts 0.65 0.08 Belgorod Region; Krasnoyarsk Territory; Stavropol 6.0% 9.1%
Territory
Labor regulations 0.65 0.10 Belgorod Region; Smolensk Region; Stavropol Territory 5.5%
Inadequately educated 1.60 0.50 Belgorod Region; Smolensk Region; Stavropol Territory 7.3% 8.9% 6.6%
workforce
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