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Abstract

Having agreed that public bureaucracy matters for facilitating economic development, social scientists debate which type of organizational design of bureaucracy is welfare-enhancing: that which is suggested by principal-agent theory or a classical civil service type? This paper explores the role of meritocratic recruitment in the organizational design of public bureaucracy in fostering small business growth in Russian provinces. Utilizing an original data set on the organizational structures of the departments of economic development in 40 of Russia’s provinces, we quantitatively test the theoretical prediction that provinces that incorporated competitive hiring of public bureaucracy personnel experienced more rapid small business growth between 1996 and 2004 than did those regions in which this organizational design was less fully incorporated. We find that meritocratic recruitment significantly enhances prospects for small business growth, even when we control for initial levels of economic development and human capital. 

