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I am representing the Institute of the Information Society. This is an organisation, which exists for quite a long time, almost seven years, and is engaged in scientific and practical activities in Information Society development. We are carrying out research in this field and, in fact, we were the first in Russia who pronounced this term. Some work was performed with support of the World Bank, other foreign entities and Russian governmental bodies. One of the activities, which the Institute carried out, was to assess the readiness of Russian economy, Russia as a whole and Russian society for the Information Society. There is a term of “Information Society”, and there is international vision of what its components are, and we carry out research to assess Russia’s readiness for the Information Society and monitor the situation in the country from this point of view. 

One of important components of Information Society is business environment. 

In fact, the methodology of the Institute’s research is based on the international methodology from the Harvard University and its Center for International Development, which developed the first common and unified methodology of assessing readiness for the Information Society development (e-readiness) applicable to different countries. The assessment consists of several different blocks, and a weighted composite index is determined for each of them. The score is from one to four points, for corresponding development stages. For each stage there are parameters and their meanings defined. The first stage is the lowest development stage, which effectively means that a given country is not ready for the Information Society, while the fourth stage means the Information Society has been effectively established in this country. It is curious to know how Russia ranks on this scale.
Our Institute adapted the Harvard methodology by adding five additional parameters, and then the Harvard Institute upgraded its methodology, so currently it is virtually identical to our methodology. We use the indicators monitored according to international rules to ensure comparison between different countries. Each of the parameters is scored using aforementioned four-point score system.

Why is it so important to assess a business environment parameter? If we look at Figure 1
, it will show the correlation ratio between various Information Society development factors and the development level proper.
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The first column means ICT infrastructure. It is clear that an information society would not exist if well-developed information and communication environment does not exist. The second column is business environment. The third column is human capital. As we see, the composite index produced by weighing these three parameters, very clearly determines the Information Society development level, and the correlation ratio between this composite index and the Information Society development level is close to one. Other indices basically can be omitted and ignored. They just supplement this information. And the business environment value in this composite index ranks second after ICT infrastructure. I.e. the correlation ratio is close to 0.75. This is a very high correlation. Basically, the business environment considerably determines the possibility and degree of Information Society development in a country. 

The business environment is assessed in the areas shown in Figure 2
. 
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These are, firstly, the state of economy. Secondly, these are administrative barriers and the tariff and tax policies. Next, access to capital markets. Next, access to loans. Next, the market for Information and Communication Technologies. In this case we take the mass market of consumer products and assess it with the use of two parameters: the share of food expenditure in a family budget and the Gini Index, which shows society stratification. Intellectual property protection level is assessed by the composite index. Informal or shadow economy is also assessed by the composite index. 

Access to capital markets is also a very important component, which deserves particular coverage below. 

This research was carried out in 2003-2004. It was carried out with the use of the state statistics that were available at that time and, in addition to that, it was supplemented with “field” sociologic research in the form of polls.

In terms of economic development, on the whole, Russia is at the third stage of e-Readiness. That is, we are almost at the threshold of Information Society. 

A parameter such as per capita gross domestic product contributes most to this resulting factor and rank in terms of the correlation of parameters. The per capita gross domestic product determines the economic development level to a significant degree. 

In terms of administrative barriers, Russia is in the most difficult position with the regulation of loans, labour relations and business. Russia is at the first readiness stage in this respect. Latent export and import barriers also push Russia back to the first stage. And it is only the share of central federal government expenditure in the GDP, that would correspond to e-readiness. In total Russia is at the second stage of e-Readiness in terms of “administrative barriers”. 

As regards tax and tariff burden on business, Russia is at the third stage, that is, the burden is not so great as it sometimes may seem, especially after the tax reform of the recent years. Basically, this is quite a high development level for a country, which allows to achieve the required Information Society status within the near future. 

Property rights protection, in particular, the protection of intellectual property. We used the Freiser Institute grade, the composite index. This is a ten point rating scale. Russia has the rating of 4.45. That is, Russia is at the first information society development stage in this respect
.
As regards 
market development, Russia is at the second stage in terms of all market development parameters. That is, Russia has not even reached the third stage. 

Let us consider in more detail the most important factors, such as access to loans and access to investment. Russia is at the first stage in terms of access to loans. That is, commercial credit is hardly available to the companies engaged in innovations. This reason significantly constrains Information Society development in Russia, innovation development and the development of new advanced technologies. 

The same concerns access to capital. Access to capital is very complicated for Russian companies. As compared with companies in the developed countries, Russia is at the first stage of Information Society development in terms of this parameter. A. Nikkonen’s report made at this section demonstrates that the amount of funds allocated for funding and investment in new lines of business and advanced innovation businesses was three times as high during the first five year period after 1990 than during the second five year period of existence of the venture investment system in Russia. That is, there has been no progress in terms of investment capital availability to innovation companies. We can even see deterioration of this parameter. And, in fact, this is a great problem in this country. It is related, in particular, to the fact that the stock market has not been developed completely. There are about two million companies in Russia. Only about four hundred and fifty companies are listed. Four hundred and fifty rather than four hundred and fifty thousand. The stock market does not represent the Russian economy. It is effectively non-existent. Russia is at the first stage of development of capitalism – the stage that preceded the stock exchange. It is also curious that there has been virtually no increment in this number in ten years, because there are several companies deleted from the listings for various reasons for one or at most two companies included into the listings every year. In fact, we have just a demo version of the stock market. However, the stock market is the main tool of company access to capital. This tool should operate both directly in the form of initial public offering and indirectly in the form of capitalisation growth. Besides, the absence of a stock market results in the absence of motivation for company capitalisation growth. The direct consequence of this is the fact that Russian companies are not motivated to consume innovative technologies, including Information Technologies. And this is a big problem. This effectively slows down Information Society development in Russia. It does so to a significantly greater degree than administrative barriers. 

As regards the shadow economy, which is assessed by its share in the gross domestic product, Russia is at the second development stage. This is, in fact, not good, though not disastrous. Figure 3 
shows the graph comparing countries for this parameter. Russia is somewhere in the middle.
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These are data for 2002. We can say that this factor has somewhat declined. Switzerland has the lowest value of this parameter. However, it is equal to ten per cent of the gross domestic product even in Switzerland. The value of this parameter in Russia is not disastrous. It is also should be taken into account that even the shadow economy creates jobs and drives the need for Information and Communication Technologies. Basically, its growth does not impair the Information Society development status directly and does so only indirectly. 

The total rating of Russia’s status suggests that Russia is at the second level, the second Information Society development stage, that is, it has a long way to go, and there are many things, which Russians should do in order to reach the level of a well-developed Information Society. In fact, the world economy is currently a post-industrial economy; this is particularly an Information Society economy where the prevailing role is played by the operations associated with information generation, processing, transport and consumption. We risk to rest in the industrial society , that is, in the society where this particular component does not prevail, and we risk lagging behind the developed countries of the world. 

Approximately similar results were produced in assessing e-readiness with the use of another methodology. That was the methodology used by the research division of the Economist magazine. They carried out comprehensive assessment with the use of seventy parameters in 2004. This was slightly more parameters than what we had used. The results were reflected on a ten-point scale. Foreign researchers used the data for the same 2002-2003. According to their methodology, Russia scored 5.78 points out of 10 and ranks 52nd in terms of business environment development among the 65 countries studied by that organisation. Russia ranks 54th in the world in terms of the general Information Society development score and it for the first time was overtaken by Ukraine which ranked 53rd. But, as regards business environment, Russia’s performance is better than the performance of Ukraine, where Ukraine ranks 56th. 

What are the problem areas of the business environment in Russia? What did our research expose, what are the biggest bottlenecks?

The first problem area is insufficient protection of property rights, including intellectual property rights. It concerns intellectual property to a smaller degree and the protection of property rights in general to a greater degree. The share of property loss related to unjustified interference of the government, the obstacles posed to business, crime, etc., is great. The protection of property rights is clearly not sufficient. It creates risks that do not stimulate business activity development in this country. 

Russia lacks an adequate legislative system. Russian legislation is left in the industrial and, partially, the pre-industrial epoch. It does not realise post-industrial realities, it pays almost no regard to electronic information exchange methods, new information flows, new realities and new objects which emerge as a result of the use of Information and Communication Technologies. There are many completely derisive obstacles. For example, a license is still required in Russia to use elementary household GPS devices. That is, in fact, determining a position with the precision of over 30 metres requires a government license, which is not easier to obtain than access to state secrets. This is completely absurd, because this is considered to be household equipment nowadays. This is what costs next to nothing and can be bough at virtually every corner and is part of standard equipment in many cars. This provision has not been abolished in Russia so far. There are also a number of other equally absurd things. 

Another problem is the lack of a sufficiently developed private capital market. 

And the last problem in the range of global and major problems faced by Russia is the inadequate motivation of private companies’ owners and top managers to use innovative and information technologies. 

What recommendations could be given with regard to the practice of Russia to other countries positioned at approximately the same stage?

Firstly, legal and administrative barriers for the introduction of innovative and information/communication technologies in business should be minimised. 

Secondly, not only should the barriers be minimised, but the government should establish a system of incentives prompting businesses to use innovative and information/communication technologies, since rapid growth can hardly be expected currently without such an additional motivation system, while faster growth is what Russia needs now. As it was put in some literary work, to stay in the same place, one has to run forward very fast. We need to run forward twice as fast now in order to reach the level reached by the developed countries. Therefore special government measures are required for stimulating accelerated development. 

Thirdly, conditions have to be established for facilitating access to the capital market for the businesses dealing with innovations and information/communication technologies. 
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