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o Regional capacity to monitor local bureaucrats
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Pressence of PPP Forms Across Regions
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@ Regional state Capacity (1 capacity T DV)
o Federal transfers as a percentage of regional GRP (| more capacity)
@ Public Education officials per 1000 (J more capacity)
@ Federal State Capacity (1 capacity T DV)
o Federal executive and judicial officials per 1000 - Rosstat (T more
capacity)
© Political Accountability (1 accountability 1 DV)
o Electoral: United Russia Vote Margin (] more competition)
o Legislative: Businessmen legislatures - Szakonyi 2017 (1 more
representation)
o Elite Cohesion: Moscow Carnegie Center Index of Democracy (1 more
cohesion)
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DV1: Number of Costly Practices Adopted

Costly Forms of Public-Private Investment in Russia's Regions

w

Number of Costly Type of PP Investment

10
Number of Regions
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Regression Models

@ DVs require different estimation strategies:
© Number of costly PPP forms: Poisson model with Sandwhich robust
standard errors

@ Percentage of schools: Frationalized logit with robust standard errors
(GLM)

@ Main Controls:
e Ecnoomic: Log GRP (per capita), Share of FDI in GRP, Share of
Secondary Sector in GRP
o Labor market: Percentage of employed college degree holders, urban
population, unemployment
o Demographic: Share of population below subsistence
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Results: Number of Costly Forms Adopted (Poisson - IRR)

Share of Transfers in GRP 0.925%**
(0.023)
Number of Education 0.980**
Workers (per 1000) (0.009)
Federal Workers 0.941
(per thousand) (0.071)
UR Vote Margin in Most 0.992%**
Recent Regional Election (0.003)
Carnegie Democracy Index 1.007
(0.011)
Percentage of Businessmen 1.010*
in Regional Legislature (0.006)
Constant 0.111  130.714*  0.215 0.211 0.147 0.149 0.052
(0.229) (361.303) (0.391) (0.458) (0.277) (0.335) (0.104)
Controls Yes Yes Yes Yes Yes Yes Yes
Observations 76 76 75 76 76 76 75
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Results: Percentage of Schools Adopting a Costly Form
(GLM)

Share of Transfers in GRP 0.912%**
(0.029)
Number of Education 0.968**
Workers (per 1000) (0.014)
Federal Workers 0.994
(per thousand) (0.089)
UR Vote Margin in Most 0.990%*
Recent Regional Election (0.005)
Carnegie Democracy Index 1.005
(0.022)
Percentage of Businessmen 2.100
in Regional Legislature (2.040)
Constant 0.009 39.854 0.024 0.010 0.013 0.011  0.005*
(0.028) (169.676) (0.070) (0.034) (0.040) (0.037) (0.015)
Controls Yes Yes Yes Yes Yes Yes Yes
Observations 74 74 73 74 74 74 73
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@ Data is cross-sectional:

94 /127



Robustness Checks and Caveats

o Data is cross-sectional:
e We cannot rule out reverse causality

95 /127



Robustness Checks and Caveats

@ Data is cross-sectional:

e We cannot rule out reverse causality
o Omitted variables may also be an issue

96 /127



Robustness Checks and Caveats

@ Data is cross-sectional:

e We cannot rule out reverse causality
o Omitted variables may also be an issue

o Additional Controls:

97 /127



Robustness Checks and Caveats

@ Data is cross-sectional:

e We cannot rule out reverse causality
o Omitted variables may also be an issue

@ Additional Controls:
o Level of federal transfers

98 /127



Robustness Checks and Caveats

@ Data is cross-sectional:

e We cannot rule out reverse causality
o Omitted variables may also be an issue

o Additional Controls:

o Level of federal transfers
e Winning ASI competitions

99 /127



Robustness Checks and Caveats

@ Data is cross-sectional:

e We cannot rule out reverse causality
o Omitted variables may also be an issue

o Additional Controls:

o Level of federal transfers
e Winning ASI competitions
o Item individual shares of top-level OKVED

100/ 127



Robustness Checks and Caveats

@ Data is cross-sectional:

e We cannot rule out reverse causality
o Omitted variables may also be an issue
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Level of federal transfers

e Winning ASI competitions
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e Herfinahl index of top-level OKVED
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Robustness Checks and Caveats

@ Data is cross-sectional:

We cannot rule out reverse causality
Omitted variables may also be an issue

o Additional Controls:

Level of federal transfers

Winning ASI competitions

Item individual shares of top-level OKVED

Herfinahl index of top-level OKVED

Absolute number of small firms

Share of small firms in total firms

Pressence of dominant business group (Zubarevich 2011)

@ Mechanism check:

IVs of interest should not shape adoption/diffusion of non-costly PPP
Placebo tests confirm this
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Conclusions

o Complex, costly forms of PPP appear where:

o Regional governments can monitor schools
o Political competition is stronger
e Firms occupy larger parcentages of the legislature

@ The same factors make it more likely these practices diffuse

@ Consistent with our commitment framework:

e This paper assumes: commitment — firm confidence — PPP
o Next papers will test this on micro-data (contract database, surveys)

o Federal capacity in the regions does little

e Measure is very imprecise
o Federal priorities may matter more than federal monitoring
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Policy Implications

@ Complex, costly forms of PPP can be forged in many ways

e Strong civil society is not the only route
o Regional governments can also coordinate

@ Regional governments can play a key role:

e Regional capacity facilitates information acquisition and monitoring
e Monitoring school compliance with PPP particularly important

o Not necessarily more paperwork!!!
@ Incentive structures (funding, promotion) matter

e Structures that integrate firms into decision making also help
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Thank you in advance for comments and suggestions.
Israel Marques
Political Science Department and ICSID, Higher School of Economics

imarques@hse.ru
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