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The cuts to red tape will make getting residential building projects off the ground easier for firms like
Inteko.

The government is slashing red tape in residential construction by 40 percent within the year,
promising much-needed relief to a sector hobbled by excessive bureaucracy.

The list of administrative procedures faced by builders before construction will be cut to 134
from 220, according to an order signed last week by Prime Minister Dmitry Medvedev
and published on the government's website.

If it manages to leap the gulf between paper and practice, the cut will relieve a huge burden
on the industry, said Georgy Ostapkovich, director of the Center for Business Tendencies
Studies at the Higher School of Economics. Administrative barriers are one of the main
sources of difficulty for contractors, such that any decrease, "even of 10 percent, let alone 40
percent, is a positive fact," he said.
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Construction companies currently have to cope with a list of 220 procedures set by the federal
government and a proliferation of additional requirements specific to separate regions. While
this hampers all real estate developers, it causes particular problems for foreign investors,
who have had to learn their way around regional as well as federal legislation, a spokesman
for the Construction, Housing and Utilities Ministry said.

The government order obliges regions to bring their local legislation in line with the new
federal list within six months, when the order comes into force. Once implemented, it could
cut the period for acquiring state approval by up to six months, the spokesman said, though
the impact will vary depending on the situation in specific regions.

The ministry hopes to remove an additional 40 procedures from the list by the end of the year,
he added.

Confirmation currently takes up to six months for construction of panel buildings and a year
or more for all other projects, with a great deal depending on the conditions for connecting
buildings to utilities networks, said Natalya Kartavtseva, deputy general director of developer
OPIN.

Cutting back redundant procedures could potentially decrease this period by up to 20 percent,
she said.

Developer Inteko is still hesitant to judge the prospects of the initiative. In the six months
leading up to its implementation, all regions must present their proposals on adding to or
modifying the list, "so it is too early to predict what effect it will have on project delivery
times," a spokesman said.

The resolution could face another, less visible, problem on its way toward implementation.
Red tape is not just the residue of inefficient legislation — there are real interests standing
behind it, the Higher School of Economics' Ostapkovich said.

Government officials "intentionally establish these barriers so that it is difficult
for businessmen, who they then help overcome these barriers for a certain monetary reward,"
Ostapkovich said. These officials have played a part in inhibiting previous state initiatives
to reduce administrative barriers, he added.

But if the state follows through with the resolution, reduced red tape would go a long way
to supporting growth in residential development, which would in turn support
the construction industry as a whole. Housing construction has lately become a key driver
for growth in the industry, as industrial and other real estate sectors fall into stagnation amid
cost-cutting in the private and public sectors, Ostapkovich said.
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