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The purpose of this paper is to identify the factors affecting the business climate in the Moscow 
Region municipalities, to determine the nature of this influence, and on this basis to formulate 
recommendations for improving the business climate. The concept of “business climate” is 
treated as a combination of objective and subjective factors that affect entrepreneurial activity 
in a particular area. Based on the analysis of methods for assessing the business climate and 
the availability of data, factors such as financial support for small and medium-sized businesses, 
the level of development of urban infrastructure, the functioning of co-working centers, the 
difficulty of registering a business, obtaining licenses and permits for activities, the difficulty of 
paying taxes and finding personnel were selected, as well as a subjective assessment of the 
level of infrastructure development, the attitude of society towards entrepreneurs. In accordance 
with the results obtained, the level of development of urban infrastructure and the ease of 
registering a business make the entrepreneurial climate of the municipality more favorable and 
have a significant positive impact on entrepreneurial activity. According to the results of the 
survey, it can be concluded that the greatest difficulty for entrepreneurs is the search for 
personnel with the necessary qualifications. The number of coworking centers does not have a 
statistically significant impact on the level of entrepreneurial activity. The results obtained largely 
consistent with the findings of other studies. Thus, in order to improve the business climate, it 
is important to develop the urban environment, as well as to simplify the procedure for registering 
a business. It is recommended to hold more events (for example, job fairs in educational 
institutions) that will help entrepreneurs find qualified specialists, organize special programs for 
advanced training and retraining of personnel. In addition, it is recommended to expand the list 
of factors taken into account to assess the business climate in the Moscow Region and include 
the attitude of society towards entrepreneurs, as well as the level of development of urban 
infrastructure and the ease of business registration.
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INTRODUCTION

Entrepreneurship including small and me-
dium-sized enterprises (SMEs) contributes 
significantly to the economic development 
on the regional and country levels through 
the creation of new jobs, production, provi-
sion of services and the innovation activ-
ity. There is empirical evidence of a positive 
impact of the level of early-stage entrepre-
neurial activity on the Global Competitive-
ness Index [Ferreira et al., 2017]. In the 
EU SMEs represent 99 %of all business and 
contribute more than 60 %of the value 
added [Boata, Stamer, 2019]. Russia lags 
behind other countries: in 2018, the share 
of SMEs in GDP was 20.2 %, while the same 
indicator in the United States was 44 %, 
and in Canada — 54.9 %[Financing of Small 
and Medium-Sized Businesses…, 2020, 
p. 12]. The Index of Entrepreneurial Activ-
ity in Russia is 9.3 %, while in the USA it 
is 17 %and in Canada — 18 %and the num-
ber of early entrepreneurs in Russia exceeds 
the number of established ones by 1.8 times 
[Verkhovskaya et al., 2020, p. 38, 39]. This 
indicates that Russian realities do not af-
fect entrepreneurship in the best way.

As economist Nicholas Stern (Chief 
Economist of the World Bank in July 
2000–2003)  emphasized in his writings, 
“creating a climate in which entrepreneurs 
and firms can do good business is crucial 
to encouraging the types of investment 
and economic activity that lead to long-
term, sustainable economic growth. This 
is especially true for small and medium-size 
enterprises” [Stern, 2002, p.  14]. There-
fore, one of the key tasks of both federal, 
regional and municipal authorities is to 
create favorable environment for the de-
velopment of entrepreneurship. To create 
such conditions, it is necessary to realize 
which factors and in which direction affect 
the level of entrepreneurial activity of the 
population.

The purpose of this paper is to identify 
the factors influencing the business climate 
in the Moscow Region municipalities, to 

determine the nature of this influence and 
to formulate recommendations for improv-
ing the business climate. There are sixty 
urban districts in Moscow Region and five 
of them are closed administrative-territo-
rial entities. The Moscow Region was cho-
sen as the object of research because, first-
ly, it is one of the largest regions of Rus-
sia, which is ranked second in Russia in 
terms of such indicators as the popula-
tion — 7.769 million people in 2022 [Bank 
of Russia…, 2022], and in 2019  the gross 
regional product was 5.1  trillion rubles. 
[Results of the socio-economic develop-
ment…, 2020]. Secondly, according to 
[Obraztsova, Chepurenko, 2020], the Mos-
cow Region belongs to the prosperous re-
gions. In 2020, the main sectors of its 
economy were wholesale and retail trade, 
manufacturing and real estate operations 
(Figure). 

As we see, in 2020, the largest contri-
bution to the gross regional product was 
made by trade (20.3 %), processing (20.3 %) 
and real estate operations (16.7 %).

Thirdly, starting from 2015 the Ministry 
of Investment and Innovation of the Moscow 
Region assesses the conditions for doing 
business and publishes quarterly reports on 
the official website “Small Business of the 
Moscow Region” [Entrepreneurial Climate…] 
after which a single report is compiled. 
Fourthly, the share of SMEs in the GRP 
in Moscow Region is 31 %, while in Russia 
this indicator is 20.2 %[Osipova, 2019].

The paper consists of three sections. The 
first one deals with approaches to assessing 
the investment climate at different levels. 
The second section presents the methodol-
ogy of the study and the results obtained. 
The third section summarizes and makes 
recommendations, based on theoretical anal-
ysis and empirical research, to improve the 
assessment of the investment climate at the 
municipal level.



389Assessment of the business climate for SMEs: The case of Moscow Region municipalities

РЖМ 19 (4): 387–402 (2021)

1.  THEORETICAL BACKGROUND: 
LITERATURE REVIEW

There are many interpretations of the 
concept of “business climate” and a variety 
of approaches to its assessment. For example, 
S. Rao proposes such well-known and wide-
spread indicators as: Ease of Doing Business, 
Employers Workers Indicator, Enterprise 
Survey, Investing Across Borders, Business 
Environment Snapshots, Global Competitive-
ness Index, OECD Indicators of Product Mar-
ket Regulation, Worldwide Governance In-
dicators, etc. [Rao, 2012]. According to the 
methodology of the World Bank, the “Doing 

Business” project has been implemented since 
2002. It aims at evaluating regulatory legal 
acts steering the activities of both large and 
small businesses. This methodology implies 
the evaluation of indicators in 11  thematic 
groups [Doing Business. Methodology…, 
2020]. Based on the Doing Business indica-
tors in [Fabuš, Dudáš, Cihelková, 2021] the 
development of the business environment in 
the Slovak Republic is analyzed for the pe-
riod 2009 to 2020. In China from the 1980s, 
the Business Climate Index is constructed 
by the State Information Center of China 
[Liu, 2019]. In [Kogut, da Fonseca, da Silva, 
2021], the authors attempt to complete the 

Figure. Gross regional product structure of the Moscow Region, 2020
Source: [Bank of Russia…, 2022].
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understanding of the elements of the invest-
ment climate and compare the attractiveness 
of the business environment across countries.

Often enough business climate is evalu-
ated according to local entrepreneurs’ assess-
ments of the ease of doing business in a 
given territory. Thus, A. Boata and M. Stam-
er evaluate the business environment for 
SMEs in 13  selected economies using SME 
Business Climate, which is based on the ob-
stacles to business declared by SMEs and 
includes six components: red tape, tax pol-
icy, labor market flexibility, financing, ex-
port opportunities and competition [Boata, 
Stamer, 2019]. In [Jang, Lee, Hadley, 2020] 
the authors concluded that people’s decision 
to engage in entrepreneurship is based on 
the perceived quality of the business and 
regulatory environment. Even those who are 
optimistic about entrepreneurship look for 
assurances of a positive regulatory environ-
ment, looking for a favorable regulatory 
climate and supportive government programs 
before acting. In Germany the state of Ger-
many’s business environment is measured 
with the help of Ifo Business Climate Survey 
compiled by the Munich-based Ifo Institute 
for Economic Research. The responses of the 
firms are weighted according to the econom-
ic importance of each industry, and a net 
balance is calculated for each assessment: 
good/poor for the current situation and more 
favorable/more unfavorable for the outlook 
[Liberto, 2021]. 

In a number of works, both objective and 
subjective grades are taken into account to 
assess the conditions for doing business. For 
instance, the World Bank in its Investment 
Climate Surveys collects both objective data 
on the impact of constraints on doing busi-
ness and subjective (based on perceptions) 
assessments of these constraints. “Objective 
measures have advantages of allowing more 
precise and consistent benchmarking of con-
ditions. But for some factors, subjective in-
dicators may be the only effective way to 
reflect differences across locations or types 
of firms. As investment decisions ultimate-
ly depend on subjective judgments, measures 

that reflect firm perceptions add additional 
insights” [World Bank, 2004, p. 245]. More-
over, the results of the studies covered ten 
Indian states and 1,000  firms showed that 
subjective opinions of entrepreneurs were 
strongly correlated with the objective infor-
mation on productivity [Stern, 2002, p. 24]. 
And this is not occasionally because “invest-
ment decisions ultimately depend on subjec-
tive judgments, measures that reflect firm 
perceptions add additional insights” [World 
Bank, 2004, p. 245].

Within the framework of the Global En-
trepreneurship Monitor, which was developed 
in 1997  to fill the lack of empirical data 
necessary to study the links between eco-
nomic growth and entrepreneurship, the fol-
lowing factors affecting the business climate 
are identified: (1)  availability of financial 
resources; (2)  government support of new 
enterprises through granting licenses and 
permits to conduct activities; (3)  carrying 
out special events aimed at the development 
of entrepreneurship; (4)  entrepreneurship 
education in schools; (5)  accessibility of in-
novations and scientific developments for 
new enterprises; (6) access to commercial and 
professional infrastructure (banking, legal 
and accounting services, searching for sup-
pliers and other commercial services); (7) en-
try barriers to the market; (8)  access to 
physical infrastructure; (9)  approval of en-
trepreneurial activity in the company. As-
sessment of the conditions for the develop-
ment of entrepreneurship at the national 
level is carried out with the help of nation-
al expert interviews. The factors are evalu-
ated by experts on a five-point scale [Verk-
hovskaya, Aleksandrova, 2017]. The Global 
Entrepreneurship Monitor and the World 
Bank approaches to assessing the business 
climate are focused on assessing the business 
climate in various countries. 

For the purposes of this paper, methods 
that take into account Russian specific have 
been analyzed. The cluster model of 
O. I. Obraztsova and A. Yu. Chepurenko is 
aimed at assessing the entrepreneurial climate 
for small and medium-sized businesses 
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[Obraztsova, Chepurenko, 2020]. Within the 
framework of this study, the regions of the 
Russian Federation were divided into three 
clusters: (1)  prosperous regions; (2)  disad-
vantaged regions with a predominance of 
investment problems; and (3) disadvantaged 
regions with a predominance of social prob-
lems. 

The following factors were identified: 
(1)  the financial situation of the family; 
(2)  the size of the city of residence; (3) sec-
ondary employment; (4)  the level of educa-
tion; (5)  the presence of property and/or 
securities in the family; (6)  experience in 
financial transactions; (7) access to borrowed 
funds; (8) age; (9) liquidation of its own en-
terprise during the last year; (10)  the level 
of economic burden. In the course of the 
study, the authors found that the same fac-
tor can both contribute to the formation of 
a favorable business climate and limit its 
formation depending on the cluster to which 
the region belongs.

The Russian Union of Industrialists and 
Entrepreneurs (RSPP) conducts annual sur-
veys of entrepreneurs to assess the business 
climate, calculate and analyze macroeconom-
ic indicators, identify the main problems 
faced by entrepreneurs over the past year 
and identify the most popular measures of 
state support for SMEs [Report of the Rus-
sian Union of Industrialists and Entrepre-
neurs…, 2020]. Since 2015, the Ministry of 
Investment and Innovation of the Moscow 
Region has been conducting a study to assess 
the conditions for doing business in 58 mu-
nicipalities. The results of the study in the 
form of a rating are published on the official 
website “Small Business of the Moscow Re-
gion” [Entrepreneurial Climate, 2021]. In-
formation for assessing is provided by Ross-
tat regional office of Moscow and Moscow 
Region, Federal Tax Service regional office 
of the Moscow Region, and the Ministry of 
Investment, Industry and Science of the Mos-
cow Region. 

When forming the final assessment of the 
business climate in the municipalities of the 
Moscow Region, the following criteria are 

used: (1) business concentration (the number 
of registered SMEs per 10 000  residents of 
the municipality); (2)  the number of newly 
created SMEs per 10 000 residents of a par-
ticular municipality and (3)  municipal sup-
port (the amount of funds allocated to sup-
port SMEs from the municipal budget) to 
SMEs registered in this municipality. 
Weights are not provided for the criteria. 
A separate rating is compiled for each cri-
terion, where places are distributed from 
more to less. The final rating is compiled 
from the minimum value to the maximum 
according to the sum of points of these three 
criteria.

Comparison of the methodology used in 
the Moscow Region with other approaches 
shows its limitations. In particular, such 
components as the quality of infrastructure 
and the urban environment, non-financial 
support for SMEs, which are often taken 
into account to assess the business climate 
in other approaches, are not included. In 
addition, the methodology does not consider 
subjective assessments of entrepreneurs.

Thus, one should agree with the conclu-
sions made in [Rao, 2012, p. 1] that “it would 
not be feasible to develop an all-embracing 
methodology that can generate all the infor-
mation needed for all types of investment 
climate policy analyses. Instead, the appro-
priate tool should depend on the purpose of 
the investment climate study”.

In this paper, the concept of “business 
climate” is interpreted as a set of objective 
and subjective factors affecting entrepre-
neurial activity in a certain territory. The 
research is based on the following approach-
es: Global Entrepreneurship Monitor; the 
World Bank’s “Doing Business” methodol-
ogy; the cluster model proposed by Obrazt-
sova and Chepurenko; the methodology of 
the Russian Union of Industrialists and En-
trepreneurs. Based on the analysis of meth-
ods for assessing the business climate and 
the availability of data, the following factors 
were selected: financial support for SMEs, 
the level of urban infrastructure develop-
ment, the functioning of coworking centers, 
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the complexity of business registration, the 
complexity of obtaining licenses and permits 
to operate, the complexity of paying taxes, 
the complexity of finding staff, subjective 
assessment of the level of infrastructure de-
velopment, the attitude of society to entre-
preneurs. As a result, nine hypotheses have 
been formulated.

Hypothesis H1. Financial support for 
small and medium-sized businesses has a 
positive effect on the business climate.

Hypothesis H2. The high level of infra-
structure development and urban environ-
ment quality in the municipality has a 
positive effect on the business climate.

Hypothesis H3. The opening of coworking 
centers has a positive effect on the business 
climate.

Hypothesis H4. The high level of com-
plexity of the business registration procedure 
(Н4а); of the procedure for obtaining per-
mits and licenses to conduct business (Н4b); 
and of the tax payment procedure (Н4с) 
negatively affects the business climate.

Hypothesis H5. The high level of diffi-
culty in finding personnel with the neces-
sary qualifications negatively affects the 
business climate.

Hypothesis H6. The entrepreneur’s opin-
ion about the high level of infrastructure 
development and the urban environment of 
the municipality has a positive effect on 
the state of the business climate.

Hypothesis H7. The positive attitude of 
society towards entrepreneurs and entrepre-
neurship has a positive effect on the busi-
ness climate.

2.  METHODOLOGY AND RESULTS

The level of entrepreneurial activity was 
chosen as an indicator of the municipality 
business climate. There are different ap-
proaches to measuring entrepreneurial activ-
ity. Some researchers calculate the level of 
entrepreneurial activity as the ratio of the 
number of enterprises to the number of eco-
nomically active population [Zemtsov, Tsare-

va, 2018]. The Global Entrepreneurship 
Monitor uses such indicators as: 1) the index 
of entrepreneurial activity (the proportion 
of the population aged 18  to 64  who are 
nascent entrepreneurs and owners of a new-
ly created ventures) and 2)  the overall lev-
el of entrepreneurial activity, which is meas-
ured as the levels of total early-stage entre-
preneurial activity and established business 
ownership [Verkhovskaya et al., 2020]. In 
this study, the level of entrepreneurial ac-
tivity — the dependent variable — is meas-
ured as the number of registered SMEs per 
10  000  resident population.

Electronic resources of the Moscow Region 
were used as information resources. The 
data, according to objective estimates of 
business conditions for 2019, are cross-sec-
tional. To obtain subjective assessments of 
business conditions, in April–May 2021 
a survey was conducted among entrepreneurs 
operating in the Moscow Region. Entrepre-
neurs were asked to evaluate business condi-
tions on a five-point Likert scale. 23 entre-
preneurs from various municipalities took 
part in the survey. Cronbach’s alpha for this 
survey was 56.68 %, which is rather low, 
but acceptable value. Descriptive statistics 
of variables are presented in Table  1. 

To identify the factors that stimulate or 
limit the entrepreneurial activity of the 
population, three models based on the objec-
tive measures of business climate were built. 
They are described by the following equation:

0 1

2 3

10000 β β
β β

= + +

+ + +

 

  —

logEntPer logAidPerEnt

Coworking logCity index u,

where EntPer10000  is the number of regis-
tered SMEs per 10 000  resident population; 
AidPerEnt is the amount of funds allocated 
to support entrepreneurship, per enterprise, 
thousand rubles; Coworking is the number 
of coworking centers in the municipality; 
logCity_index is the index of the quality of 
the urban environment.

The first model was constructed for all 
55 studied municipalities of the Moscow Re-
gion (Table   2). 
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In this model the urban environment qual-
ity index is the only statistically significant 
variable. The coefficient of this variable is 
1.18, which indicates a positive correlation 
between the quality of urban infrastructure 
and the concentration of enterprises in the 
municipality. The coefficient of determina-
tion for this model is 20.51 %, which indi-

cates the need to include other variables in 
the model. At the same time, the residuals 
for this model were normally distributed, 
the problem of heteroskedasticity was not 
identified, and the RESET test testified to 
an adequate specification of the model. Mul-
ticollinearity of variables was also not re-
vealed.

Table  1
Business environment: descriptive statistics

Factor
Minimum Mean Maximum

Standard 
deviation

Objective measure

Aid per enterprise, thousand rubles 0 607.65 5099.60 906.65

Number of coworking centers 0 0.62 3 0.76

Index of urban infrastructure 
quality, points

177 205.22 261 17.24

Subjective measure

Ease of registration 1 3.26 5 0.92

Ease of getting licenses 1 2.83 5 0.89

Ease of paying taxes 1 2.96 5 0.88

Ease of searching personnel 1 2.52 5 1.16

Quality of infrastructure 2 3.43 5 0.73

Perception of entrepreneurship in 
the society

2 3.70 5 0.93

Table  2
Model 1: Results of regression analysis of the first model, 55  municipalities

Independent variable Coefficient Standard error t-value p-value,  %

logAidPerEnt 0.005 0.015 0.314 75.46

Coworking 0.043 0.043 0.989 32.72

logCity_index 1.180 0.380 3.099 0.32**

R2 0.2051

Jarque–Bera test 0.3345

Breusch–Pagan test 0.5911

RESET test 0.3059

Note: **  — p < 0.05.
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To understand the differences between 
the business environment in the municipali-
ties, a cluster analysis was carried out ac-
cording to such criteria as the resident pop-
ulation, the number of SMEs per 10 000 res-
ident population, the number of newly opened 
enterprises per 10 000 resident population in 
2019, the urban environment quality index 
and the amount of financial support allo-
cated by municipal authorities per enterprise. 
As a result, four clusters were identified 
(Table   3). 

Cluster 1. Active SME development. This 
cluster includes municipalities whose prior-
ity goal is the development of small and 
medium-sized businesses. They are character-
ized by a high concentration of SMEs and 
the high number of newly opened enterpris-
es. Also, this cluster is characterized by the 
largest amount of funds allocated to support 
SMEs. The municipalities included in this 
cluster are the most densely populated, but 

at the same time have the lowest values of 
the urban environment quality index.

Cluster 2. Balance between infrastructure 
development and number of SME. The mu-
nicipalities of this cluster are characterized 
by a high concentration of SMEs, but the 
number of newly opened enterprises here is 
significantly lower than in the municipalities 
of cluster 1. In addition, municipal admin-
istrations allocate significantly less funds to 
support SMEs, compared with cluster 1. At 
the same time, the municipalities of this 
cluster are characterized by high values of 
the urban environment quality index.

Cluster 3. Balance between infrastructure 
development, entrepreneurship support and 
number of SME. The municipalities of this 
cluster are characterized by the highest con-
centration of SMEs, and at the same time, 
in 2019, the largest number of enterprises 
per 10 000 resident population were created 
here. There are quite large amounts for sup-

Table  3
Clusters of municipalities of the Moscow Region, 2019

Criterion*

Cluster

1
N = 3

2
N = 17

3
N = 6

4
N = 29

Resident population 287 384 154 951 228 412 85 131

Number of newly opened enterprises per 
10 000  resident population

18 12 19 12

Urban environment quality index 193 210 211 203

Funds allocated per enterprise to support 
entrepreneurship, rubles

3 245 000 625 000 1 223 000 197 000

Number of registered SMEs per 
10 000  resident population

461 455 509 407

Notes: 1) N  — number of municipalities in the cluster; 2)  Cluster 1: Solnechnogorsk, Sergievo-Posadskiy, 
Balashiha; Cluster 2: Klin, Bogorodskiy, Chehov, Mytischi, Taldomskiy, Dubna, Korolev, Odintsovskiy, Friazino, 
Podolsk, Kolomenskiy, Reutov, Pushkinskiy, Mozhaiskiy, Lobnya, Voskresenskiy, Kashira; Cluster 3: Himki, 
Dmitrovskiy, Lubertsy, Ramenskiy, Krasnogorsk, Ruzskiy; Cluster 4: Domodedovo, Shelkovo, Protvino, Elektrostal, 
Istra, Egorievsk, Stupino, Leninskiy, Orehovo-Zuevo, Dolgoprudniy, Ivanteevka, Zhukovskiy, Serpuhov, 
Dzerzhinskiy, Shatura, Naro-Fominskiy, Kotelniki, Elektrogorsk, Volokolamskiy, Ozery, Pavlovskiy Posad, 
Krasnoarmeysk, Zaraysk, Puschino, Bronnitsy, Chernogolovka, Losino-Petrovskiy, Luhovitsy, Lytkarino; 3) * — 
mean value.

Compiled from: [Urban Environment Quality Index…; Results of the socio-economic development…, 2020; 
Economics. Investment Portal of the Moscow Region. URL: https://invest.mosreg.ru/about_mo/regional_economics; 
Entrepreneurial Climate…].

https://invest.mosreg.ru/about_mo/regional_economics
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porting entrepreneurship and at the same 
time the highest values of the urban environ-
ment quality index. Thus, it can be said that 
cluster 3 includes municipalities with a high 
level of income, since these municipalities 
can afford to send quite large amounts of 
money to support SMEs and at the same time 
maintain a high level of urban infrastructure 
development.

Cluster 4. Low level of infrastructure 
development and entrepreneurship support. 
This cluster is the most numerous. It includes 
29  municipalities out of 55, which are the 
most sparsely populated. They are character-
ized by the lowest concentration of SMEs 
and the smallest number of newly opened 
enterprises per 10 000  resident population. 
The smallest amounts of money are allo-
cated to support SMEs, but the value of the 
urban environment quality index is average: 
higher than in the municipalities of cluster 
1, but lower than in clusters 2  and 3.

Then models for clusters 1 and 4 (low and 
average values of the urban environment 
quality index) as well as for clusters 2  and 
3  (high values of the urban environment 
quality index) were constructed (Table   4). 

Comparing the models for clusters 1 and 
4, which have low and average values of the 
urban environment quality index, and for 
clusters 2  and 3, it can be concluded that 

the variables number of coworking centers 
and the amount of financial support per en-
terprise are not significant in both models. 
The variable urban environment quality index 
turned out to be statistically significant 
only in the model for clusters 1  and 4  hav-
ing low and average values of this index, 
while its coefficient value was 1.51, which 
confirms the hypothesis of a favorable impact 
of high quality urban infrastructure on en-
trepreneurial activity. However, this state-
ment is true only for municipalities with a 
low level of infrastructure development. 

The results of models 1, 2 and 3 evalua-
tion show that the urban infrastructure is 
an important factor for municipalities with 
low level of its development. Thus, for mu-
nicipalities with high level of urban infra-
structure development other factors should 
be taken into consideration. Also, it means 
that there could be non-linear dependency 
between entrepreneurial activity and urban 
infrastructure development.

Two final models are constructed for a 
sample of 23 observations. Variables subjec-
tive assessment of the level of urban infra-
structure development and urban environ-
ment quality index should be considered 
separately. It is important to note that a 
positive correlation was expected between 
them, since the subjective assessment of the 

Table  4
Models 2  and 3: Results of regression analysis of models for clusters

Independent variable Coefficient Standard error t-value p-value,  %

Model 2: Clusters 1  and 4

logAidPerEnt 0.013 0.018 0.715 48.04

Coworking –0.056 0.068 –0.824 41.71

logCity_index 1.51 0.564 2.684 1.21**

Model 3: Clusters 2  and 3

logAidPerEnt –0.098 0.058 –1.696 10.6

Coworking 0.076 0.052 1.444 16.5

logCity_index 0.636 0.494 1.287 21.3

Note: **  — p < 0.05.
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quality of urban infrastructure depends on 
the actual state of the infrastructure of the 
municipality. However, it was found that 
the correlation coefficient between these 
variables is positive, but its value is only 
0.16  and statistically insignificant. Thus, 
for the studied municipalities, the subjective 
assessment of the level of development of 
the urban environment is not related to its 
objective assessment. Therefore, both vari-
ables can be included in the model without 
the threat of a multicollinearity problem. 

Also, when conducting correlation tests, 
it was noticed that there is a positive cor-
relation between the variables the amount 
of financial support and the number of en-
terprises per 10 000  resident population, 
while the correlation coefficient was 
58.74 %, i.e. it is statistically significant. 
The mediation test showed that the variable 
urban environment quality index is a me-
diator for the variable amount of financial 
support. In view of this fact, it was de-
cided to include the variable amount of 
financial support in the model which is 
represented by the following equation:

0 1

2 3

4 5

6

10000 β β
β β

β β
β

= + +

+ + +

+ + +

+ +

 

  

  

  

—

logEntPer Registration

Society logCity index

Recruiting Infrastructure

logAidPerEnt u,

where EntPer10000  is the number of regis-
tered SMEs per 10 000  resident population; 
AidPerEnt is the amount of funds allocated 
to support entrepreneurship, per enterprise, 
thousand rubles; Registration is the ease of 
registering a business; Society is the attitude 
of society to entrepreneurs and entrepreneur-
ship; City_index is the urban environment 
quality index; Recruiting is the ease of find-
ing personnel with the necessary qualifica-
tions; Infrastructure is a subjective assess-
ment of the level of development of urban 
infrastructure.

The results are presented in the Table 5.
As expected, the variables ease of regis-

tering a business and finding staff with the 

necessary qualifications, subjective assess-
ment of the level of urban infrastructure 
development and urban environment quality 
index have positive coefficient, which indi-
cates that these factors stimulate entrepre-
neurial activity of the population.

The coefficient for the variable entrepre-
neur’s opinion about the attitude of society 
towards him is negative, but at the same 
time statistically significant, i.e. in those 
municipalities where the level of entrepre-
neurial activity is lower, the opinion of en-
trepreneurs about the attitude of society 
towards them is more positive. Perhaps this 
is due to the fact that in municipalities with 
a lower level of entrepreneurial activity, so-
ciety feels a shortage of small and medium-
sized businesses and therefore values them 
more.

The coefficient of determination of the 
model 4  is 88.31 %. This value significant-
ly exceeds the value of the coefficient of 
determination in the model, which includes 
only objective assessments of business con-
ditions. The multicollinearity test indicated 
its absence, the remnants of the model are 
distributed normally, and the hypothesis of 
homoscedasticity of the remnants was also 
confirmed. The conducted RESET test 
showed that the specification of the model 
is relevant, while the value of the test in-
dicates that when the variable volume of 
financial support is included in the model, 
the specification of the model becomes more 
relevant.

Additionally, there were built 20 regres-
sions on different combinations of three 
variables from six ones. Then there was cho-
sen the best model based on the following 
criteria: coefficients’ significance, coefficient 
of determination, presence of heteroskedas-
ticity, adequacy of the model’s specification 
and presence of multicollinearity. The results 
are presented in the Table  6.

It is needed to note that the results of 
the model’s estimation show that its adequate 
specification is the non-linear one. It high-
lights that after achieving the particular 
value, these factors are turned to bring the 
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different effect to the entrepreneurial activ-
ity or may not have any effect at all. All 
coefficients of this model are statistically 
significant and, as expected, are positive. It 
means that urban infrastructure quality, ease 
of hiring personnel with necessary qualifica-
tions and financial aid for entrepreneurs are 
factors that stimulate entrepreneurial activ-
ity. It is interesting to highlight that the 
highest contribution to the entrepreneurial 

activity can be noticed from urban infra-
structure quality, the lowest one  — from 
financial aid for entrepreneurs.

As it comes to the model’s quality, its 
coefficient of determination is relatively 
high, Shapiro-Wilk test indicates that re-
siduals are normally distributed, nominal-
ly, there is no heteroskedasticity problem. 
RESET test shows that current specification 
of the model is adequate, also there is no 

Table  5
Model 4: Results of regression analysis 

Independent variable Coefficient Standard error t-value p-value,  %

Registration 0.120 0.053 2.158 4.75**

Society –0.088 0.0394 –2.241 4.05**

logCity_index 1.980 0.410 4.768 0.02**

Recruiting 0.059 0.0282 2.099 5.44*

Infrastructure 0.150 0.0584 2.628 3.59**

logAidPerEnt 0.026 0.014 1.737 10.28

R2 0.8831

Jarque–Bera test 0.6575

Breusch–Pagan test 0.1036

RESET test 0.376

Note: **  — p < 0.05; *  — p < 0.1.

Table  6
Model 5: Results of regression analysis

Independent variable Coefficient Standard error t-value p-value,  %

(logCity_index)2 0.220 0.040 5.375 3.46e-05***

(Recruiting)2 0.012 0.006 2.101 4.92**

(logAidPerEnt)2 0.004 0.002 1.903 7.23*

R2 0.8038

Shapiro-Wilk test 0.9455

Breusch–Pagan test 0.0902

RESET test 0.3004

Multicollinearity Not detected

Note: ***  — p < 0.001; **  — p < 0.05; *  — p < 0.1.
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multicollinearity problem, which means that 
model’s factors are not related to each 
other.

Comparing the models 4  and 5, we can 
see that they have similarities and differ-
ences. In both of them ease of searching for 
personnel of required qualification and urban 
infrastructure quality are statistically sig-
nificant. However, such variables as ease of 
business registration, entrepreneurs’ esti-
mate of society’s attitude towards entrepre-
neurship and entrepreneurs’ estimate of 
urban infrastructure quality are not statis-
tically significant in all 20  regressions 
formed by different combinations of 3  fac-
tors from 6  ones. Moreover, in the model 
5 financial aid to enterprises is statistically 
significant under 10 %p-value, while in the 
model 4  it is statistically insignificant. Al-
so, in the model 5 ease of recruiting person-
nel of required qualification is statistically 
significant under 5 %p-value, while in the 
model 4  it is statistically significant under 
10 %p-value. Finally, compared with the 
model 5, the contribution of urban infra-
structure quality in the model 4  is overes-
timated  — 1.98  compared with 0.22.

All in all, hypotheses H1, H2, Н4а, H5, 
H6, and H7  are confirmed. Urban infra-
structure quality is statistically significant 
in four models out of five, therefore, this 
factor can be considered as the most im-
portant one. The importance of urban in-
frastructure quality is explained by the fact 
that entrepreneurs’ interactions with sup-
pliers and consumers are facilitated by the 
high level of infrastructure development 
which includes roads quality, comfortable  
and efficient transportation system and 
overall visual attractiveness of place. More-
over, if in a municipality there is a modern 
place with high-quality infrastructure, it 
is turned out to become a popular place 
with considerable number of visitants who 
can be potential customers for local busi-
ness. Ease of searching for the personnel 
of the required qualification is also statis-
tically significant factor in two models. 
Thus, difficulties with finding qualified 

employees can be considered as a great ob-
stacle for SME development. Financial sup-
port for enterprises has shown its statisti-
cally significance in one model out of five, 
therefore, it cannot be considered among 
the most important entrepreneurial activ-
ity factors. This fact can be explained by 
the suggestion that direct financial aid 
makes a minor contribution to the entre-
preneurial activity in comparison with es-
tablishing favorable conditions for business.

In contrast, hypotheses H3, Н4b and 
Н4с are not confirmed. Level of entrepre-
neurial activity is not correlated with open-
ing of coworking centers, it can be explained 
by the fact that many businesses require 
their own space, for instance, cafes, res-
taurants, barbershops and others. There-
fore, this supporting measure can be inad-
equate for these types of businesses. Ease 
of obtaining permits and licenses and ease 
of paying taxes also are not related with 
the level of entrepreneurial activity. It can 
be explained by the fact that, according to 
descriptive statistics, these variables have 
less values of standard deviation and at the 
same time their mean values are not very 
high. It means that ease of obtaining per-
mits and licenses and ease of paying taxes 
in the examined municipalities have a bit 
less than average level and considered mu-
nicipalities are not extremely differenti-
ated from each other by estimates of these 
conditions. Thus, differences between ex-
amined municipalities by these factors are 
not considerable to explain differences in 
entrepreneurial activity in examined mu-
nicipalities.

The results of the survey allow to conclude 
that, on average, the most acute problem 
for entrepreneurs is the search for personnel 
with the necessary qualifications. Business 
owners also have difficulties paying taxes 
and obtaining licenses and permits to conduct 
business. Entrepreneurs describe the degree 
of ease of business registration as slightly 
above average; therefore, the registration 
procedure causes entrepreneurs slightly less 
difficulties than other procedures. On aver-
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age, entrepreneurs estimate the quality of 
infrastructure and urban environment be-
tween medium and high. In addition, the 
attitude towards entrepreneurs and entre-
preneurship in society was characterized as 
tending to the positive. The difference be-
tween the minimum and maximum estimates 
of conditions seems to be significant, which 
indicates the differences between munici-
palities in the business environment.

The results obtained generally consistent 
with the findings of other studies. For ex-
ample, a study of differences in the invest-
ment climate across states in India found 
that labor market rigidity, excessive burdens 
of industrial regulation, and deficiencies in 
the provision of physical infrastructure have 
the greatest negative impact on business 
growth and productivity. “Excessive regula-
tion and poor infrastructure are particu-
larly severe handicaps to businesses” [World 
Bank Group, 2002, p. 62]. The surveys 
2019 Global Business Monitor conducted by 
Euler Hermes and Bibby Financial Services 
reveal that “the main challenges for SMEs 
include administrative and regulatory bur-
dens, access to finance, the availability of 
skilled staff, (rising) costs (foe labor, regu-
lation, taxes) and competition that SMEs 
face disadvantages in accessing finance, fail-
ures in competition and excessive regulatory 
burdens relative to big companies” [Boata, 
Stamer, 2019]. 

According to the Russian Union of In-
dustrialists and Entrepreneurs report in 
2019–2020 the most acute problems were 
tariff growth, high tax burden and shortage 
of qualified personnel. Entrepreneurs are 
also concerned about excessive pressure from 
control and supervisory authorities, high 
administrative barriers, low efficiency of 
the judicial system, underdeveloped infra-
structure. As for the measures of state sup-
port for business, the most popular measures 
are subsidies, reduced tax rates, information 
and consulting support for business and 
preferential loans [Report of the Russian 
Union of Industrialists and Entrepreneurs…, 
2020, p. 10].

According to a study by PwC and the Na-
tional Financial Research Agency conducted 
in the fall of 2021, most entrepreneurs believe 
that Russians have a positive attitude towards 
entrepreneurial activity, but business repre-
sentatives are less trusted. Among the key 
problems that impede doing business, Russian 
entrepreneurs, as they did three years ago, 
named high taxes, a shortage of personnel 
and administrative barriers. The majority of 
business owners and managers rely on gov-
ernment support to overcome economic dif-
ficulties during the pandemic [1001 opinions 
of Russian business leaders…, 2021].

3.  CONCLUSION AND 
RECOMMENDATIONS

Thus, the level of urban infrastructure de-
velopment and the ease of business registra-
tion have a significant positive impact on 
entrepreneurial activity, making the entre-
preneurial climate of the municipality more 
favorable. According to the results of the 
survey, it can be concluded that the greatest 
difficulty for entrepreneurs is the search for 
personnel with the necessary qualifications. 
As for coworking centers, their number does 
not have a statistically significant impact on 
the level of entrepreneurial activity. In ad-
dition, according to the survey results, the 
work of coworking centers is not important 
for entrepreneurs.

To improve the business climate, it is im-
portant for the authorities to develop the 
urban environment, as well as simplify the 
business registration procedure, opening ac-
cess to all necessary information and devel-
oping electronic resources for remote regis-
tration. It is recommended to hold more 
events (e.g., career fairs in educational in-
stitutions) that will help SMEs to find qual-
ified specialists. In addition, it is possible 
to organize special professional development 
and retraining programs for personnel. An-
other solution to the problem may be the 
creation of a platform specifically for SMEs, 
where they will post vacancies and qualifica-
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tion tests, which will allow assessing the 
competence of applicants before concluding 
an employment contract. The platform may 
also help to avoid competition between SMEs 
and large companies. The authorities are 
recommended to abandon the construction 
of new coworking centers and direct funds 
to improve urban environment or to invest 
in human capital to increase the level of 
qualifications and competencies of the popu-
lation. To increase the level of awareness of 
the population about measures of entrepre-
neurship support and development, market-
ing campaigns could be carried out in social 
networks with the help of popular bloggers.

The solution to the problem of finding 
personnel with the necessary qualifications 
for entrepreneurs can be the improvement 
of recruiting mechanisms and the creation 
of internship programs, during which they 
will be able to assess the level of knowledge 
and skills of the applicant. Perhaps, for this, 
entrepreneurs themselves will have to in-
crease the level of their competencies in the 
field of human resource management. En-
trepreneurs can improve their skills by tak-
ing various courses at a Business school in 
the Moscow Region.

In addition, it is possible to give recom-
mendations for assessing the business cli-
mate in the Moscow Region. This method-
ology seems to be limited, since financial 
support for small and medium-sized busi-
nesses is considered as one of the main 
factors which influences the business cli-
mate. It is advisable to expand the list of 
factors taken into account and include the 
level of development of urban infrastruc-
ture, the attitude of society towards en-
trepreneurs, and the ease of registering a 
business, measured not only objectively 
but also by the subjective assessment of 
entrepreneurs.

It should be noted that this is a pilot 
study. The constructed models have limita-
tions. In particular, in models 1, 2  and 3, 
the data are limited to the period 2017–
2019. As for the models 4  and 5  they are 
based on small sample size. In addition, 
subjective assessments of business condi-
tions were used, which in some cases may 
be distorted due to the individual psycho-
logical characteristics of the respondents. 
Accordingly, in future studies, it is pos-
sible to expand the sample and the period 
of consideration.
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