RUTA AIDIS
George Mason University, USA

| Z A
World of Labor

Evidence-based policy making

Do institutions matter for entrepreneurial

development?

In post-Soviet countries, well-functioning institutions are needed to
foster productive entrepreneurial development and growth
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ELEVATOR PITCH

Since the collapse of the Soviet Union, the differing
impact of institutions on entrepreneurship development is
undeniable. Several post-Soviet countries benefitted from
early international integration by joining the EU, adopting
the euro, and becoming OECD members. This process
enabled entrepreneurship to develop within institutional
contexts where democratic and free market principles
were strengthened. In general, however, post-Soviet
economies continue to be characterized by higher levels
of corruption, complex business regulations, weak rule of
law, uncertain property rights and often, lack of political
will for institutional change.

KEY FINDINGS

Pros

© International integration such as EU membership
enables member countries to enact the reforms
needed for productive entrepreneurship.

© IT and tech sector business development offers
new opportunities for increasing entrepreneurship
in post-Soviet countries.

© Increasing numbers of productive entrepreneurs
can support sustained institutional reform.

© The post-Soviet country diaspora has substantial
potential to drive economic development,
innovation and productive entrepreneurship in
their home countries.
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Note: Y-axis scale reflects for each index: best conditions = 1; worst = 100
Source: Business regulation levels from the World Bank’s 2020 Ease of Doing
Business Index; corruption levels from Transparency International’s 2020 Corruption

Perceptions Index; rule of law data from 2020 World Governance Indicators.
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Cons

© The Soviet legacy of negative attitudes and
restrictive policies towards entrepreneurship
continues to influence policy making in several
post-Soviet countries.

© High levels of corruption undermine productive
entrepreneurial development and sustainable
institutional reform.

@ Weak institutional environments stunt business
growth and drive entrepreneurs to operate in the
informal sector.

@ Lack of political will and commitment limits
the sustainability of programs to support
entrepreneurship development.

Governments foster conducive conditions for entrepreneurs through functioning free markets and good governance. In
most post-Soviet countries, these conditions are still missing. Lack of political will combined with a detrimental Soviet

legacy towards entrepreneurs continues to stunt entrepreneurship development. Some post-Soviet countries have initiated

policies and programs to support entrepreneurship, reduce regulatory burden and provide resources and increased access

to financing. However, these interventions are rarely combined with broader institutional reform so that their benefits are

often limited or short lived.
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