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B U S I N E S S  C O N D I T I O N S  

INDUSTRIAL ENTERPRISES 
CRISIS IN THE MANUFACTURING INDUSTRY: 
INVESTMENT GOODS SECTOR vs. CONSUMER GOODS 
SECTOR 
(based on the monthly surveys of 120-150 industrial enterprises 
conducted by "REB" in 1992 - the beginning of 1993) 

In 1992 crisis spread over all the branches of the manufacturing industry of 
Russia. However, the extent of its impact on different branches was not the 
same. Unfortunately, as a result of the objective factors (first of all, because of 
the sudden shifts in relative prices) Russian official statistics does not 
adequately reflect the distinctions mentioned. In the present paper an attempt is 
made to consider this problem from a different angle — on the basis of the 
results of "REB" monthly surveys (see Outline of "REB" Surveys on p. 49). It 
goes without saying that personal judgments of the enterprises managers should 
be handled with certain caution. Apart from the "normal" psychological 
component (which is always present in the judgments of the respondents even 
in a stable economic situation), these estimates are influenced by completely 
distorted, stress economic conditions, the majority of Russian enterprises find 
themselves in.  
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Main economic indicators 

Summing up monthly 
estimates we may conclude that 
from March, 1992 to January, 
1993 the output of the industries 
producing investment goods (IG) 
fell by 2-3 times more than that 
of the industries manufacturing 
consumer goods (CG)  
(Fig. 1).  

During the period under 
consideration the capacity 
utilization rate in IG was 
within the range of 66-78% 
and on an average amounted to 
71%, while in CG the 

corresponding figures were 
68-93% and 78% (Fig. 2).  
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The reduction in the number of employed in IG is also more considerable 
than in CG: from March, 1992 to January, 1993 it reduced by 35% and 25% 
correspondingly (Fig. 3). Moreover, in IG the reduction in output was more 

substantial than the reduction 
in employment, while in CG 
the situation was reverse. 

In both sectors of 
manufacturing the input prices 
surpassed in growth the output 
prices and in this respect 
producers of investment goods 
also found themselves in a 
more grave situation. The 
growth of their output prices 
was twice slower than that of 
the prices of consumer goods 
while input prices grew in 
approximately the same 
manner (Fig. 4,5,6).  
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During the same period, the wages grew by 3.4 times in IG and by 4 times 
in CG (Fig. 7). Besides, in the industries producing consumer goods the wages 
grew slower than the output prices, while in industries producing investment 
goods they grew more rapidly.  
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Limiting factors 

Table. 1. Distribution of the answers to the question: "WHAT FACTORS 
LIMITED PRODUCTION AT YOUR ENTERPRISE DURING THE 
LAST SIX MONTHS IN THE FIRST PLACE?" (Average data of the four 
surveys from March, 1992 to December, 1992. In % of the number of 
respondents in the two sectors.) 

 IG CG 
Lack of financial resources 61 32 
High prices of raw materials and semi-finished products 58 66 
Lack of raw materials and semi-finished products 47 50 
Low demand for goods produced 48 51 

Lack of financial resources 

Obviously, the main difference characterizing the estimates can be 
explained by the fact that producers of investment goods more acutely 
experienced the lack of financial resources. At the same time, the general trend 
being that of slowing down of the debts growth in both sectors, in IG rates of 
growth were, as a rule, higher than in CG during the whole of the year. In the 
second half of the year CG liabilities to banks even diminished (Table 2). As 
for IG, the answers of the respondents permit to conclude that the credits they 
manage to obtain were not sufficient (Table 1).  

Table 2. Changes in enterprises liabilities to banks (as percentage of half a 
year earlier), 1992 

sectors March June Sept. Dec. 
IG 267 215 209 121 
CG 211 225 110 74 

Relatively more grave financial position of the IG enterprises can be also 
traced down by comparing answers to the question concerning the  
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possibility of bankruptcy during 1-2 years to come. The threat of bankruptcy is 
a reality for by 1.5 times more managers of the IG enterprises and, in their turn, 
almost by 1.5 times less respondents of this sector as against CG estimated their 
financial position as a stable one.  

Table 3. Distribution of answers to the question: "IS THE THREAT OF 
BANKRUPTCY OF YOUR ENTERPRISE DURING THE NEAREST 1-2 
YEARS A REALITY?" (Average data of three polls of July, 1992 — 
January, 1993. In % of the number of respondents of each sector.)  

Variants of answers IG CG 
yes 25 16 
difficult to say 53 52 
no 22 32 

Lack of demand 

About half of the enterprises of both sectors have reported the lack of 
demand among the main factors limiting production. As could be judged from 
the answers of the respondents, this factor is "to blame" for the output reduction 
in their industries almost to the same extent as the factors concerning supply 
(high prices of raw materials and semi-finished products and their lack).  

The reduction in demand was so abrupt and substantial that it often resulted 
in breaking of economic ties between the enterprises-producers and enterprises-
consumers. Thus, during the first nine months of 1992 more than 1/2 of the IG 
enterprises reported the reduction of the number of buyers of their products and 
only 1/10 marked its growth (Table 4). The position of the consumer goods 
producers was somewhat less grave, though the number of enterprises losing 
their customers exceeded the number of those acquiring them. However, by the 
end of the year, certain signs of improvement of the situation emerged in both 
sectors. But while in IG they expressed  
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themselves, in the first place, in the fact that the breaking of relations with 
customers slowed down, in CG establishment of new relations began to prevail.  

Table 4. Changes in the number of wholesale buyers of the enterprises 
production over 6 months preceding the poll, 1992. (In % of the number of 
respondents of each sector) 

 IG CG 
Date of survey June Sept. Dec. June Sept. Dec. 
decreased 64 71 41 41 28 16 
increased 8 11 15 27 28 43 
balance –56 –60 –26 –14 0 +27 

 
The demand reduction also 

expressed itself in the fact that 
the order-book level at the 
enterprises of both sectors 
decreased. In this respect as 
well, the investment goods 
producers found themselves in 
a situation worse than that of 
consumer goods producers. In 
IG, the share of enterprises 
whose order-books became 
"thinner" appeared to be, in the 
majority of cases, greater than 
in CG. This can be clearly seen 
if we compare changes of 
diffusion indexes of the order-

book level in the two sectors. During the 10 months, from March, 1992 to 
January, 1993 (Fig. 8), this indicator was permanently lower in IG than in CG. 
In certain months the gap between them amounted to 30 p.p. Twice during the 
period considered, diffusion index in CG 
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reached the 50% point. While in IG it never reached this point in spite of its 
gradual growth.  
 

The stocks of finished products increased at the enterprises of both sectors. 
But in IG, the corresponding diffusion index was, as a rule, greater than in CG. 
Besides, in IG it never fell below the 50% level while in CG it did (in the last 
quarter of 1992) (Fig. 9).  
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Capital expenditures 

Table 5. Changes in capital expenditures (as percentage of half a year 
earlier), 1992 

Sectors March June Sept. Dec. 
IG 65 43 34 44 
CG 76 63 40 29 

The Table 5 shows that during the whole 1992 the investments continued to 
fall in both sectors. Among the main reasons that hindered the implementation 
of investment plans, managers of the enterprises of both sectors marked 
excessively high prices of investment goods and lack of financial resources 
(Table 6). And as in every other respect, the financial constraints produced 
greater influence on the enterprises of IG than of CG.  

Table 6. Distribution of answers to the question: "WHAT HINDERED 
THE IMPLEMENTATION OF INVESTMENT PLANS AT YOUR 
ENTERPRISE IN THE FIRST PLACE?". (Average data of the three polls 
from April, 1992 to January, 1993. In % of the number of respondents in 
each sector.) 

 IG CG 
Increased prices of raw materials equipment, construction  81 73 
Lack of financial resources 73 52 
Increased interest on loans 22 14 
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Adjustment priorities 

Table 7. Distribution of answers to the question: "WHAT SHOULD 
YOUR ENTERPRISE DO IN THE FIRST PLACE IN ORDER TO 
ADJUST AS RAPIDLY AS POSSIBLE TO THE CURRENT 
SITUATION?". (Average data of the four polls from April, 1992 to 
January, 1993. In % of the number of respondents in each sector.) 

 IG CG 
To make other enterprises repay their debts to your enterprise 57 55 
To change the product range 54 22 
To find suppliers of raw materials and semi-finished products 22 36 
To repay debts to the banks 20 20 

As can be judged by their answers, managers of the enterprises-producers of 
investment goods experience more acute need in changing of the product range. 
In IG, more than 1/2 of the respondents named this step as an urgent one, while 
in CG only about 1/5 did the same. And another serious difference: the CG 
enterprises are more anxious about the new suppliers of raw materials. 
(Sufficient "contribution" to this result was made by the answers of respondents 
representing the enterprises of textile industry that, after the Soviet Union had 
disintegrated, found themselves cut from the cotton producers.)  
WHY DOES PRODUCTION FALL?  
(based on the survey of 165 industrial enterprises conducted by 
"REB" in January 1993) 

The most evident result of economic crisis is the fall of production. Among 
the main reasons of this, the three following ones are invariably chosen by 
respondents (see Outline of "REB" Surveys on p.49).  
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Table 1. 

 Share of respondents 
lack of financial resources 56% 
low demand for produced goods 48% 
lack of raw materials and intermediary goods 39% 

What is the "contribution" of each of these constraining factors to the devel-
opment of crisis? Let us make an attempt to answer this question by comparing 
the three groups of enterprises by the three main indicators of their economic 
activities — output, capacity utilization rate and employment — during the last 
6 months of 1992.  

OUTPUT. The most significant fall was recorded at the enterprises that suf-
fered from the lack of raw materials: during the second half of 1992, they 
reduced their output by 7%. The enterprises that faced the low demand as the 
basic problem to deal with reported the 6%— fall during the same period. As 
for the lack of financial resources, this constraint appeared to be less strict. The 
corresponding group of enterprises reduced their output by 2% only.  

CAPACITY UTILIZATION RATE. By the beginning of 1993, the enter-
prises that faced the low demand for their goods recorded the lowest indicators 
of capacity utilization rate — on average, it equaled 70% of normal rate. The 
lack of raw materials and intermediary goods occupied the second place: only 
73% of the capacities of corresponding enterprises were utilized. In this case, 
the deficit of finance proved to be the mildest as well (75%).  

EMPLOYMENT. Once again, the highest rate of its reduction was 
recorded by producers suffering from the low demand — 8%. Enterprises that 
confronted the lack of finance reduced the number of employees by 6% and 
those that reported the lack of raw materials as a constraining factor — by 5%.  
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Table 2. 

Constraining factors Changes during the second half of 1992 
 Output Capacity 

utilization 
rate 

Employment 

low demand –6% 70% –8% 
lack of raw materials and intermediary 
goods 

–7% 73% –5% 

lack of financial resources –2% 75% –6% 
Average over the sample –3% 75% –5% 

Thus, factors producing a certain impact on the basic economic indicators 
may be approximately ranged according to the extent of this impact.  

The low demand for produced goods proved to be the most disastrous: enter-
prises having recorded this factor reported the worst indicators of capacity 
utilization rate and employment and hardly failed to "win" in reducing output. 
Apparently, the lack of raw materials and intermediary goods should be put at 
the second place if its unfavorable impact is considered. The position of 
enterprises having selected this factor is not so bad in regard to capacity 
utilization. And as for employment, their position is not worse than the average 
one over the sample. But in reducing output, this group has surpassed the other 
ones (while during the second half of 1992, respondents that had no problems 
with raw materials didn't reduce the output at all). And finally, the lack of 
financial resources appeared to be the less ruinous of the three factors. In the 
second half of 1992, the unfavorable impact of this factor manifested itself, in 
the first place, in the rate of employment reduction. As concerns the changes in 
production and capacity utilization, the indicators of this group practically 
coincide with the average ones over the sample.  

It goes without saying that the analysis presented cannot pretend to be com-
prehensive. As the groups of enterprises overlap significantly,  
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the impact produced by combinations of factors cannot be excluded (not to 
speak about other factors that stayed beyond consideration). The following 
table might give some idea of the correlation of the three main reasons of the 
output fall (the share of respondents having selected the factor in question as 
percentage of the group size).  

Table 3. 

Constraining factors Over the whole sample Over one of the three groups of 
enterprises 

  1 2 3 
1. finance 56 100 49 47 
2. demand 48 43 100 30 
3. raw materials etc. 39 32 24 100 

The data presented suggest at least two conclusions. Firstly, the correlation 
between the other two factors and the lack of financial resources is rather insig-
nificant: those respondents who reported the lack of financial resources 
complain almost as frequently of low demand and bad deliveries (43 and 32 % 
correspondingly) as the whole sample does (48 and 39%). And secondly, the 
inverse relation between the lack of raw materials and the low demand. The 
more does an enterprise experience the role of demand the less frequent (by 1.5 
times if compared with the whole sample) are its complaints of lack of raw ma-
terials and intermediary goods (24 and 39% correspondingly). And vice versa, 
when deliveries are not reliable the problem of demand becomes less acute 
(30% as compared with 48% over the whole sample).  

 
HOW DO MANAGERS OF INDUSTRIAL ENTERPRISES 
ASSESS THE POLICY OF REFORMS? 
(based on the 140 – 180 industrial enterprises surveys conducted 
by "REB" in 1992 – beginning of 1993) 

During the last year, managers of industrial enterprises included in the 
"REB" sample were regularly invited to assess the government eco- 
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nomic policy in general as well as its impact on their enterprises and ways out 
of crisis in prospect. The respondents answers to the questions are considered 
below (see Outline of "REB" Surveys on p.49).  

1. DO YOU UNDERSTAND THE GOVERNMENT ECONOMIC POLICY 
DURING THE PAST 3 – 4 MONTHS? Answers are distributed as follows:  

Table 1. 

Variants of answers  Share of respondents (%) 
 April 1992 July 1992 October 1992 January 1993 
yes 8 9 13 2 
on the whole, yes 41 38 19 26 
hard to say 6 11 20 23 
on the whole, no 23 22 27 16 
no 22 20 22 32 

The data presented show that the idea of policy of reforms being incompre-
hensible for local managers is at least controversial. In the beginning of 1992, 
when the reform was carried out more consistently and its results were quite 
tangible (in the first place, we mean the price liberalization) the number of 
those who understood the government actions (completely or on the whole) was 
greater than ever — 49%. But as the reform pace began to slow down and the 
policy became rather obscure this indicator decreased steadily: 47% in July, 
32% in October and 28% in January this year.  

One more trend seems quite obvious: increase in number of those who failed 
to give a distinct answer. While in the beginning of the last year managers of 
Russian enterprises divided almost exactly into two more or less equal groups 
— those who comprehended the government policy and those who didn't, by 
the beginning of 1993 the number of hesitating ones was nearly 1/4.  

As for the share of those who don't comprehend (completely or on the 
whole), it hasn't changed perceptibly fluctuating within the range of  
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42–49%. The weak correlation of the indicator with economic and political 
events of 1992 might witness the fact that among this part of respondents 
prevail those whose "incomprehension" was caused mostly by ideological 
reasons.  

2. Analysis of answers to the question: "DO YOU APPROVE THIS 
POLICY?" results in conclusions not less unequivocal.  

Table 2. 

Variants of answers Share of respondents (%) 
 April 1992 July 1992 October 1992 January 1993 
yes 5 3 5 3 
yes, on the whole 25 26 19 15 
hard to say 31 23 33 33 
no, on the whole 24 23 26 21 
no 15 26 18 28 

On the one hand, opponents of the current policy were constantly 
numerically superior to the supporters. Moreover, the share of the latter 
gradually diminished: from 30% in the beginning of 1992 to 18% in the 
beginning of 1993. On the other hand, opponents never were in majority. 
Contrary to the answers to the previous question, here the share of those who 
failed to give a distinct answer was always great enough.  

Table 3. 

 April 1992 July 1992 October 1992 January 1993 
Supporters 30 29 24 18 
Opponents 39 49 44 49 

Nevertheless, the general trend is quite obvious: during the period 
considered, numerical superiority of opponents to supporters of government 
steps was constantly increasing. In April of the last year, it amounted to 9 
percentage points, in July — to 20, in October — to 20 again and, finally, by 
January of this year it has reached 31 percentage points.  
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3. COMPARING YOUR ENTERPRISE WITH OTHERS, HAS IT 
GAINED OR LOST AS A RESULT OF THIS POLICY?  

Table 4. 

Variants of answers  Share of respondents (%) 
 July 1992 October 1992 January 1993 
lost, comparatively* 47 47 43 
was not affected 35 45 48 
gained, comparatively** 18 8 9 

*) or gained less than others.**) or lost less than others.  
 

The comparison 
of the data presented 
in the last table with 
the previous ones 
reveals, first of all, 
the fact that the 
number of supporters 
of government eco-
nomic steps was 
about 2 times greater 
than that of "gainers" 
as a result of their 
implementation. In 
other words, the esti-
mates of the general 
economic policy by 
this part of 
respondents were to a 
certain degree 
independent of their 
own enterprise 

position. And vice versa, the closeness of shares of those who "disapprove" the 
economic policy and those who "lost" as a result of it, might be the evidence of 
a rather high dependence of "macro–estimates" on the situation on a micro–
level in this case. 
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It should be also noted that the number of respondents having failed to rank 
their enterprise either among gainers or among losers has grown. Probably, it 
suggests that certain shift in the Russian managers' mentality has taken place. 
During the first months of the reform, complaints of the fact that their 
enterprise was the first to suffer were quite common for the members of the 
managers' corps. Nowadays, the experience of functioning in the new economic 
environment being gradually accumulated (and this environment, when 
compared with the one that existed for dozens of years, may be, in fact, 
considered very close to a market economy), the estimates of the enterprises' 
position are becoming more and more sober.  

4. And the last question of the series: "WHEN DO YOU RECKON THE 
CURRENT CRISIS WILL END AND ECONOMIC GROWTH WILL 
START?" 

Table 5. 

Term of the crisis end (years) Share of respondents (%)* 
 April 

 1992 
July  
1992 

October 
1992 

January 
1993 

less than 1 4 3 12 O 
1–2 10 5 11 8 
2–3 19 19 17 18 
3–5 26 34 25 32 
5–7 6 16 16 17 
7–10 18 10 15 13 
10–15 8 6 11 7 
15–20 2 1 0 0 
more than 20 7 4 3 5 
average term of the crisis end 
(years) 

6.2 5.8 5.9 5.9 

*) not comprising those that failed to give an estimate.  
There are two points that should not be overlooked in this table. The first 

one is the distribution of the intervals selected. In April 1992 it was  
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rather chaotic. It might be assumed that the expectations concerning the issue 
had not been formed yet (price liberalization was too recent) and the very 
question appeared too uncommon and unexpected for the majority of 
respondents. Opinions of managers are grouped around two intervals of 3–5 
and 7–10 years separated by a "gap." But from the middle of the last year the 
distribution of answers becomes more "regular" and acquires the features of 
normal (in the mathematical sense) distribution. The additional peak (in the 
interval of 7–10 years) disappears and the principal one becomes more visible.  

The second point is the average crisis duration expected. When dated it pre-
sents the following picture. In April and in July the beginning of the economic 
growth was expected in the second quarter of 1998. In October it was 
postponed until the third and in January — until the fourth quarter of 1998. In 
other words, managers don't think that with the start of reforms the crisis end 
has approached.  

This regrettable paradox can't be got rid of even by canceling answers "more 
than 20 years" (while calculating, they were assigned the value of 23 years, by 
convention. But taking into account nota bene we may assume that quite a 
number of respondents consider the far longer periods possible). In this case, 
the average term of the crisis end reduces approximately by 1 year, while its 
end still doesn't tend to approach.  

COMMERCIAL BANKS 
COMMERCIAL BANKS IN THE VOUCHER MARKET 
(based on the surveys of 40-60 commercial banks conducted 
in October 1992-March 1993)  

In October, 1992 a specific transitional type of securities — vouchers or 
privatization cheques — appeared in Russia, their key role in the process of 
state enterprises privatization having been stipulated by the privatization 
legislation (see Official Documents: Summary and  
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Comments in "REB", 1992, N 4 and this issue). By the beginning of 1993, 96% 
of the citizens of Russia received these securities. Their total nominal value 
amounts to about 1.5 trillion rubles and exceeds the value of shares issued in 
this country (1 trillion rubles). Thus, the voucher market has every reason to 
become the most significant segment of the Russian financial markets.  

So what is the role of Russian commercial banks in the emerging market of 
vouchers?  

In October, 1992, when the distribution of vouchers to the population 
started, banks estimated the prospects of their activities in this market in a 
rather optimistic manner: about half of them (48%) stated that purchasing of the 
privatization cheques from the individuals likely to become one of the main 
ways of banks participation in the privatization of state enterprises (see Outline 
of "REB" Surveys on p. 49). Vouchers acquisition took the second place among 
the six possible strategies of commercial banks participation in the process of 
privatization of state enterprises (see "The prospects of banks' participation in 
privatization of state enterprises" in "REB", 1992, N 4). However, by October 
1992, not a single participant of the survey had bought any vouchers .  

Banks had every opportunity to fulfill their intentions as early as in 
December 1992, when the sale of shares of corporatized state enterprises 
started at cheque auctions. In the meanwhile, the banks activities were in fact 
much less buoyant than they predicted: only 22% of the banks — participants 
of the January survey — reported the acquisition of privatization cheques. 
Banks are by far less active than brokerage and investment companies (in 
Moscow more than 70% of acquisitions and trading in vouchers is being carried 
out through the latter).  

In order to reveal reasons for banks reserved attitude to the privatization 
cheques, the following question was included into the March survey of "REB": 
"WHAT FACTORS CONSTRAIN THE ACQUISITION OF VOUCHERS BY 
YOUR BANK IN THE FIRST PLACE?"  
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Only 12% of the bankers stated that there were no constraining factors at all. 
Answers of the rest were distributed as follows (they were asked to mark no 
more than 3 factors):  
 % of respondents 
It is difficult to invest vouchers profitably 53 
Prospects of enterprises privatization are ambiguous 47 
It is difficult to resell vouchers profitably 24 
Position of bank management 18 
Legal restrictions 18 
Lack of vouchers supply 6 
General lack of funds 6 

"LIMITED OPPORTUNITIES TO INVEST VOUCHERS PROFITABLY" 
and "AMBIGUITY OF PROSPECTS OF STATE ENTERPRISES 
PRIVATIZATION" factors are among the most important ones (marked by 
every second bank). In the current economic situation (political and economic 
instability, high inflation, fall in industrial production, poor financial position 
of enterprises, great extent of obsolescence of fixed assets), banks have no 
incentives to invest financial resources into the enterprises' share capital.  

Reduction of political risks is obviously beyond banks influence. As far as 
reduction in financial risks is concerned, it entails considerable costs of 
obtaining appropriate data on enterprises prospects. And it is not a mere 
coincidence that profitability ratings of voucher transactions (as securities to be 
transformed later into shares) and shares transactions as such are quite alike: 
transactions of both kinds are more often estimated as unprofitable.  
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 % of respondents estimating the transaction as: 
 profitable  unprofitable 
Voucher transactions 25 38 
Placing of shares 14 50 
Acquisition of shares 13 47 

And still, as regards voucher transactions, the negative estimates of them are 
not as prevalent as in the case of shares. The fact may be explained by greater 
liquidity of privatization cheques as against shares. Firstly, voucher is a bearer's 
security, while all the shares in Russia are inscribed. Secondly, the secondary 
market of vouchers is nowadays more developed than that of shares. In March, 
1993 transactions in vouchers accounted for 23% of the turnover of twelve 
leading stock exchanges (the 2-nd place after sales of loans and deposits), while 
trade in shares accounted for only 5% of the turnover . Besides, there exists a 
specific over-the-counter market of vouchers: they are sold and bought right in 
the streets of large cities. Here lies the explanation of the fact that 
DIFFICULTIES OF PROFITABLE RESALE, as a factor limiting acquisition 
of vouchers by the banks, was mentioned twice more seldom (in 24% of cases) 
than the two previous factors. 

Every fifth bank named POSITION OF THE BANK MANAGEMENT and 
LEGAL RESTRICTIONS of voucher transactions as the main constraining 
factors.  

As a rule, POSITION OF THE BANK MANAGEMENT was marked by 
relatively smaller banks with the value of assets 3.5 times less than the average 
over the sample. This fact seems to be connected with excessively high (for the 
small banks) costs of obtaining information necessary for profitable use of 
vouchers.  

The legal restrictions of the banks' activities in the voucher market concern, 
first of all, the use of vouchers for buying state enterprises through contests and 
auctions. According to the law "On Privatization of State and Municipal 
Enterprises in the Russian Federation", juridical persons with more than 25% of 
the statutory capital owned by the state  
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are forbidden to buy shares of the enterprises under privatization as well as to 
take part in the sales through contests and auctions (article 9, paragraph 1). 
More than 3/5 of the participants of the survey happened to be of the type 
described (with the state share of statutory capital exceeding 25%). On the 
whole, about 2/3 of Russian commercial banks are former divisions and 
affiliates of the so called specialized banks. Besides, there is one more 
restriction — banks are not authorized to exchange privatization cheques for 
their own shares directly.  

As for the acquisition of cheques and trading in them, practically no legal 
restrictions are imposed on banks in this field. According to the letter of the 
Central Bank of Russia N 17 of 7.10.1992, banks are authorized to buy 
vouchers in order to carry out their own investment in the securities of the 
enterprises under privatization and of the investment funds, to act as financial 
brokers in the vouchers market and to take vouchers on deposit. While carrying 
out voucher transactions banks are obliged to reserve the sum equal to 35% of 
the resources invested in vouchers.  

The banks passivity in the market of vouchers might be of temporary 
character. In the secondary market of their own shares, banks were also passive 
from the beginning, but from the middle of 1992 they started active operations 
and quickly squeezed out the brokers.  

Certain signs of growing attention of commercial banks to the privatization 
cheques have already emerged. Thus, in March of 1993 large Moscow 
commercial banks used huge blocks of as much as 100,000 vouchers to buy 
shares of "ZIL" motor-vehicle company and of "GUM Trading House " at the 
cheque auctions. As a result, the representatives of two large Moscow 
commercial banks became members of the Board of Managers of the "GUM 
Trading House" Joint Stock Company. While the market price of voucher 
amounts to approximately 0.4 of its nominal price, at the cheque auctions their 
exchange rate (taking into account the revaluation of the fixed assets of 
enterprises under privatization) is by far higher — 5-6 nominal prices.  
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And it is highly probable that as cheque auctions develop to the fullest 
extent banks will liven up their activities in this segment of the securities 
market and win the leading place there.  

AGRICULTURE 
STATE vs. NON-STATE ENTERPRISES:  
ESTIMATES, FORECASTS AND COMPARISONS 
Sample Description 

The survey is based on data presented by 82 agricultural farms of the 
Russian Federation situated in the majority of regions of the European part of 
the country and West Siberia. 2/3 of the polled enterprises specialized in plant-
growing and 1/3 — in animal husbandry. The average number of employed at 
the enterprises of the sample amounted to about 400.  

A. Actual situation in the beginning of 1993 

In January-February of 1993 the TOTAL SIZE OF LIVESTOCK of all 
kinds (in calculation heads) decreased by 9% as against the level of January-
February of 1992. 70% of farms reported the livestock size reduction and only 
12% marked its increase. The rest have not recorded any visible changes.  

The SUPPLIES OF FODDER dropped by 9% over the same period.  
During the last year the REAL STOCKS OF AGRICULTURAL 

PRODUCTS reduced by about 1/3. At the same time 22% of farms reported the 
increase in stocks and 73% recorded their reduction.  

As compared with the same period of the last year the AMOUNT OF 
AGRICULTURAL MACHINERY AND EQUIPMENT reduced by 13% (on an 
average over the sample). 3/4 of respondents reported the reduction in available 
machinery and equipment and only 1/6 reported the increase.  
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60% of farms reported the reduction in the NUMBER OF EMPLOYED, 
18% marked its increase. For the whole of the sample the number of employed 
fell by 3%.  

If compared with the same period of the last year the overall amount of 
DEBTS of all kinds grew up by 9.5 times. 3/4 of respondents reported the 
growth of their farms debts, while the debts of approximately every fourth farm 
have shrunk. However, if the multiple growth of prices in 1992 is taken into 
account, the real amount of debts of the majority of farms has reduced; 
moreover, many of them ceased to borrow money at all.  

In 1992 the average RENTABILITY (ratio between profit and overall 
expenditure) amounted to about 26% over the sample. In plant-growing it 
equalled 34%, in animal husbandry — 9%. While 5% of respondents reported 
that plant-growing was unprofitable for their farms, the similar indicator for 
animal husbandry equalled 43%.  

SALES IN THE FREE MARKET. In spite of the fact that, as previously, 
the overwhelming share of marketable output was sold in the frame of 
deliveries to the state, in 1992 the role of independent sales grew quite 
substantially. About 13% of the animal husbandry output, produced in 1992, 
was sold in the free market. In plant-growing the similar indicator is even 
greater — 21% (there comprised the sales of 1992 produce expected in 1993).  

As for the RELATIONS OF OWNERSHIP, half of the managers classified 
their farms (at the moment when the survey was conducted) as "state", 43% -as 
"collective non-state" and the rest as belonging to one of the other types.  

B. Forecasts for 1993 

Over the whole of the sample, the TOTAL SIZE OF CULTIVATED AREA 
will reduce by 2% as compared with the level of 1992.  

The TOTAL SIZE OF LIVESTOCK of all kinds (in calculation heads) will 
drop by 6%.  



28 The Russian Economic Barometer 
 

The OVERALL AGRICULTURAL OUTPUT will reduce by 7% (including 
3%-reduction in plant-growing and 8% — in animal husbandry).  

C. State and non-state farms 

Judging by the results of 1992 non-state (NS) farms look somewhat poorer 
than the state ones (S) by quite a number of economic performance indicators. 
Reduction in the size of their livestock is greater (by 11% against 8%) as well 
as of the fodder supplies (by 12% and 7% correspondingly) and of the amount 
of agricultural machinery (by 15% and 12%).  

Certain indicators give a slightly different picture. For example, by the 
beginning of 1993 the REAL STOCKS OF AGRICULTURAL PRODUCTS 
reduced (as against the same period of 1992 level) by 32% in NS group and by 
more than 40% in S group. The reduction of the NUMBER OF EMPLOYED is 
less on the NS farms: 3% against 4% in S group. (We should note that 
discrepancy between the two last figures, insignificant as it is at the first sight, 
might mean that situation on the farms of the two groups is completely 
different. 4%-reduction in the number of employed looks too small against the 
background of traditional over-employment in the state sector. At the same 
time, 3% reduction of this indicator for non-state farms demonstrates further 
labor intensification which is already high enough.)  

The main difference between the farms of the two types is revealed in the 
changes of DEBTS (of all kinds). As compared with 1992 their amount grew 
by 13.5 times for the S farms and only by 5.3 times for the NS ones. If related 
to the inflation rate in Russia during the same period, the data allow to 
conclude that the real amount of debts of state farms is still practically at the 
level of the previous year (or even somewhat higher), while in the non-state 
sector it dropped sharply.  

According to the monthly data of "REB", financial constraints have never 
(during the whole year) left the group of champions among the  
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production constraining factors. This trend was once more corroborated by the 
results of the present survey: in the current year the NS farms expect the 
greater, as against the farms of the opposite group, reduction of practically 
every indicator.  

Table 1. Forecasts of the farms of the two groups (increments of indicators 
of 1993 as compared with 1992, %) 

INDICATORS GROUPS OF 
FARMS 

 S NS 
1. Total size of cultivated area 0 –4 
2. Total size of livestock of all kinds  (in calculation heads) –4 –9 
3. General output –5 –9 
3a. Plant-growing –5 –2 
3b. Animal husbandry –6 –11 
3c. Other branches –6 –7 

One can hardly fail to pay attention to considerable differentiation in the 
rates of expected decrease in production in NS. Though in 1992 the structure of 
specialization on the farms of both groups was almost the same, expected 
changes are quite different. Data presented in the table enables us to conclude 
that managers of the state farms believe that, on the whole, specialization 
structure of the last year will be preserved in 1993, while non-state farms are 
going to reduce the weight of animal husbandry produce considerably and to 
increase that of plant-growing.  

This trend completely agrees with data on the rentability of farms of the two 
groups in the two branches of agricultural production. While in plant-growing 
the rentability of S and NS was practically the same in 1992, in animal 
husbandry a noticeable gap did emerge: 14% for the state farms and only 4% 
for the non-state ones. Moreover, 2/3 of farms where this branch was 
unprofitable belong to the non-state sector.  
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Table 2. Structure of sales of 1992 output (in %) 

 GROUPS OF 
FARMS 

 S NS 
PLANT-GROWING   
 Deliveries to the state 59 52 
 Sales in the free market 24 20 
ANIMAL HUSBANDRY   
 Deliveries to the state 81 85 
 Sales in the free market 15 12 

The relative pessimism of respondents from the non-state sector becomes 
more obvious if the structure of sales is compared. The results of the survey 
show that in 1992 the structures of the two groups were almost alike. And what 
is more, discrepancy between them ( as far as a more detailed study reveals) 
was of a character quite different from the one suggested by general 
considerations. In NS the share of sales in the free market was by 1/5 less than 
in the opposite group. And as for the sales of animal husbandry produce, on 
non-state farms it was even more oriented towards deliveries to the state than 
on the farms belonging to the state sector proper.  



O F F I C I A L  D O C U M E N T S :   
S U M M A R Y  &  C O M M E N T S  

THE LEGAL BASE AND ACTUAL RESULTS 
OF PRIVATIZATION IN RUSSIA  

EVOLUTION OF LEGISLATIVE FRAMEWORK FOR 
PRIVATIZATION AND ITS ENFORCEMENT IN 
PRACTICE 
(January — May 1993)  
A. Privatization Legislation: Stage of Detalization and Correction  

By the end of 1992 practically all the documents necessary for the 
implementation of mass privatization programme (see "REB" 1992, N4) were 
elaborated and adopted. The succeeding documents either detalize those 
already adopted or modify them in order to speed up and expand the scope of 
privatization process and enlarge opportunities for the use of privatization 
cheques. Among the most essential documents we should name the following 
ones:  

— the Order by the State Committee for the Management of State Property 
(Goskomimuschestvo — GKI) of the Russian Federation of December 28, 
1992, N 1266-p sets up the rules of determination of an enterprise sale price in 
the case when there is only one participant of the auction (contest): the 
partnership of workers of the enterprise in question buys it at the twofold (if 
compared with the initial one) price; for all the other physical and juridical 
persons the price is to be calculated on the basis of the revaluation of fixed 
assets;  

— the Decree by the President of the Russian Federation of December 31, 
1992, N 1705 "On the Widening of the Opportunities of the Population to 
Participate in Cheque Auctions" envisages two key innovations: the 
opportunity of splitting shares into the shares of  
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smaller nominal price according to the results of the cheque auction (to satisfy 
all the applications in case the share price exceeds the cheque price) and the 
opportunity to sell for rubles through the auction up to 5% of the total number 
of shares sold through the cheque auction (in order to cover the expenses of the 
cheque auction conduct and to give bonus to privatization bodies);  

— the Decree by the President of the Russian Federation of January 10,1993 
N 7 "On the Order of Distribution of the Privatization Cheques of the 1992 
Issue to Certain Categories of Citizens" regulates the peculiarities of cheques 
distribution to servicemen, refugees, students etc.;  

— the Decree by the President of the Russian Federation of January 10, 
1993, N 8 "On the Operation of Social, Cultural and Communal Facilities of 
the Enterprises under Privatization" establishes certain formal criteria required 
to determine the possibility of privatization for such facilities and entities 
authorized to operate them;  

— the Decree by the President of the Russian Federation of February 12, 
1993, N 216 "On Measures Regulating the Circulation of Privatization Cheques 
and their Redemption";  

— the Order by the GKI of the Russian Federation of February 15, 1993, N 
275-p "On the Order of Adoption by the GKI Local Bodies of Decisions on 
Privatization of Enterprises Attributed to the Federal Property" envisages 
further simplification of privatization procedures;  

— the Decree by the Council of Ministers — Government of the Russian 
Federation of March 9, 1993, N 213 establishes the order of creating the 
corporatization funds for the enterprise workers (CFEW): their size cannot 
exceed 10% of the statutory capital (5% if the second benefit option of 
privatization is selected — for more details on benefit options see Part 3 of this 
article); shares of CFEW are permitted to be sold only after the sale of all the 
shares held by the corresponding fund of property.  

In March, the draft Decree by the President of the Russian Federation "On 
State Guarantees for the Right of Citizens of Russia to  
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Participate in Privatization" was prepared in order to introduce the following 
amendments into the privatization legislation: 1) the compulsory sale of no less 
than 29% of shares of enterprises under privatization through cheque auctions 
within 2 or 3 months after the registration of the joint stock company; 2) 
bringing all the existing holdings in line with the current legislation; 3) in the 
sphere of "small" privatization permission to start privatization procedure for 
enterprises not having independent accounting systems; 4) prolongation of the 
term for voluntary corporatization in accordance with the Decree N 721. After 
hot political debate the Decree in question was finally signed by the President 
of the RF on May 8, 1993 and was assigned the No 640. Adoption of this 
document can result in considerable speeding up of the mass privatization 
programme implementation in Russia.  

B. General Result of Privatization Process  
in the 1-st Quarter of 1993 

Official statistical data witness (see Table 1) the fact that privatization 
process rates (that speeded up during the last year) somewhat slowed down in 
the I-st quarter of this year. Thus, by the 1-st of April of the last year the ratio 
between the number of enterprises which submitted applications for 
privatization and the total number of state enterprises was only 13%. By the 1-
st of January of the current year this figure jumped up to 54% and, later on, by 
the 1-st of April, 1993 it but slightly rose up to 59%.  

In a similar manner the number of applications implemented increased. It 
concerned not only its ratio to the total number of state enterprises but the ratio 
to the number of applications submitted as well. By the first of April of 1992 
those ratios amounted to 3.6% and 27.3% correspondingly, for the 1-st of 
January, 1993 — 27.2% and 50.2%, and by the end of the first quarter of the 
current year — 31.8% and 53.8%.  
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Indicators presented are calculated on the basis of Table 1 and characterize 
the privatization process on the whole, i.e. both "large" and "small" 
privatization in all the branches of economy.  

The "large" privatization envisages the mandatory corporatization with 
subsequent sale of shares through cheque auctions for privatization cheques 
(vouchers) freely distributed to the population. The rate of corporatization of 
large-scale enterprises (with fixed assets value over 50 mln. rubles and average 
number of employed over 1000 workers as of January 1, 1993) for the time 
being lags behind the planned one. Nevertheless, by the 1-st of April, 1993, 
1387 of 4786 enterprises subject to mandatory corporatization (the latter 
amounts for about 2/3 of the total number of large-scale enterprises in the 
Russian Federation) were already registered as open joint stock societies (JSS) 
(see Table 2).  

In the sphere of "small" privatization (enterprises with fixed assets value 
under 1 mln. rubles and average number of employed under 200 persons) the 
noteworthy point of 50% was almost reached in the first quarter. On the whole, 
by April 1, 1993 out of 76,884 enterprises subject to "small" privatization over 
35,000 were already privatized, including almost 19,000 enterprises (45,6%) in 
trade, more than 4,500 enterprises (38,6%) in catering and more than 11,000 
enterprises in services.  

As for the medium-size enterprises (with fixed assets value from 1 to 50 
millions rubles and average number of employed from 200 to 1000), the current 
legislation authorizes them to choose between the models of "small" and 
"large" privatization. And here the following fact is of great significance: about 
9000 of the medium-size enterprises, not subject to mandatory corporatization 
but enjoying the right to do it at their own will, have already created the 
working commissions in order to prepare the transformation of their enterprise 
into an open JSS with subsequent sale of shares. This might be considered to be 
the best  



Survey statistics 35 
 
evidence of the spontaneous reaction at micro-level to the "rules of the game" 
suggested by the privatization legislation.  

The pessimistic estimates of the receipts from privatization seem not to 
come true either. As recently as in autumn of the last year, the amount of 
receipts planned for 1992 by the State Program of Privatization (92 billion 
rubles) was estimated by quite a number of experts as unrealistic. Nonetheless, 
the receipts of the budgets of various levels from the enterprises privatized in 
1992 totaled 157 billion rubles while the total value of the privatized property 
amounted to 193 billion rubles; by the 1-st of April of the current year these 
indicators reached 297 and 405 billions rubles correspondingly (see Table 1).  

C. Salient Features of the Russian Mass Privatization Model 

First of all, let us consider the basic elements of the mass privatization 
model being put in force by Goskomimuschestvo.  

a) Corporatization 
The Russian model of mass privatization envisages transformation of large 

(in mandatory form) and medium (at their own will) enterprises into open joint 
stock societies. After the working commissions that are to prepare the 
privatization plans have been created, the applications for privatization have 
been filed, the privatization plans have been adopted by the corresponding 
committees for the management of state property, the joint stock society 
registration takes place and, since then, the enterprise gets out of the control of 
the corresponding ministries and departments (the procedure set by the 
Presidential Decree N 721 — see "REB" 1992, No. 4).  

On the whole, for the beginning of the year about 12 thousand large- and 
medium-scale enterprises and their structural divisions, being reorganized as 
independent JSS, found themselves at a certain stage of corporatization 
(transformation into open JSS). Decisions on transformation of 5613 of these 
enterprises were adopted and 1550 of them have been already registered as 
open JSS. By the end of the first  
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quarter, already about 15 thousand enterprises found themselves at a certain 
stage of corporatization, decisions were adopted on 8446 ones and 4394 of 
large and medium enterprises and their structural subdivisions, being 
reorganized as independent ones, were registered as JSSs. (Calculated on the 
base of Table.2). A considerable increment in all the indicators can be 
observed, reaching its maximum at the stage of JSS registration.  

In compliance with the Russian legislation, a certain part of shares is 
transferred to the workers collectives (in the frame of one of the three 
authorized benefit options) and the rest of the shares is assigned to the 
territorial subdivisions of the Russian Fund of Federal Property (RFFP) being 
the representative of the state as an owner of the enterprises property and, later 
on, a part of them is sold for privatization cheques through the open auctions. 
As a rule, 20% of shares must be left in RFFP.  

In the frame of the FIRST BENEFIT OPTION preferred (non-voting) shares 
accounting for 25% of the statutory capital are transferred gratis and in a lump 
to each member of the workers collective. In addition, common shares 
accounting for 10% of statutory capital are sold to the members of workers 
collectives through the closed subscription; this sale is carried out at a discount 
of 30% of the shares nominal value and on installments plan for 3 years. At the 
same time, the amount of the initial payment must not be less than 15% of the 
nominal value of the shares. The managerial board is endowed with the right to 
acquire common shares at their nominal price, these shares accounting for 5% 
of the statutory capital. In the frame of this option, under 40% of the shares 
may become the workers property, while 60% of them are left in the ownership 
of RFFP and are subject to the further sale.  

In the frame of the SECOND OPTION, all the members of the workers 
collective are endowed with the right to acquire through the closed subscription 
common (voting) shares accounting for 51% of the statutory capital. The shares 
sale price is determined by means of multipli- 
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cation of their nominal value by a coefficient of 1.7. This option being chosen, 
the collective gets an opportunity to immediately become a majority 
shareholder though the discount is less than in the previous case.  

In the frame of the THIRD OPTION (authorized for medium-scale 
enterprises only), the initiative group of the workers of an enterprise is 
endowed with the right (envisaged by a corresponding agreement) to acquire, 
after the term of agreement elapses, 20% of the statutory capital in the form of 
common shares and at their nominal price. For the period when agreement stays 
in force, the right of voting with 20% of the shares belonging to the 
corresponding property fund is transferred to the group mentioned. Besides, all 
the workers of the enterprise get the right to acquire common shares accounting 
for 20% of the statutory capital at a discount of 30% of their nominal value and 
in installments during 3 years. As in the FIRST OPTION, 60% of the shares are 
left in the ownership of the property fund and, later on, are to be sold by it.  

In fact, the major part of the total number of enterprises and their structural 
divisions under transformation into open JSS is corporatized in the frame of the 
second option (63.7%) as against 34.5% of those that are corporatized in the 
frame of the first one and only 1.5% — of the third (data of 
Goskomimuschestvo). It means that workers collectives of almost 2/3 of the 
enterprises intend to become majority shareholders which could result in the 
distribution of the maximum portion of profit into wages to the detriment of 
capital expenditures.  

b) Cheque auctions 
While corporatization is aimed at the formation of supply, the second basic 

element of the model is formation of demand by free distribution of 
privatization cheques among the citizens. These cheques (vouchers) may be 
used both by the members of the workers collective through the closed 
subscription to the shares and by all the population through 
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 the cheque auctions where the shares transferred into the ownership of federal 
property funds are to be sold.  

By the beginning of January, 1993 all the 150.5 millions of cheques were 
issued and by the end of January more than 150 million citizens received their 
cheques, i.e. practically everybody who had the right to receive them. In spite 
of misgivings expressed, no serious problems have arisen in the course of 
privatization cheques distribution.  

By the beginning of this year, the Government undertook a number of steps 
aimed at rendering legislative support to the privatization cheque's price of 
exchange (see "REB" 1992, No 4). However, it should be noted that the 
permission to resell privatization cheques resulted in the formation of 
speculative market of vouchers where their price (in spite of all the government 
measures of support) was extremely low and never, for the first quarter of 1993, 
exceeded even the half of its 10-thousand rubles nominal value. Nevertheless, 
quite a number of experts believe that actual purchasing power of voucher can 
be judged only by the results of cheque auctions.  

The second stage of the program of voucher privatization was represented 
by the intensive organization of cheque auctions, their scope gradually 
growing. In December, 1992, the first 20 auctions were conducted in Moscow, 
St.Petersburg, Vladimir, Nizhniy Novgorod. In January, 1993 auctions, through 
which shares of 90 enterprises were sold, were already conducted in 15 regions 
of Russia. 180 and 240 auctions were carried out in February and March 
correspondingly, covering 40 regions of the Russian Federation.  

By April, 1993, according to the data provided by RFFP, shares of more 
than 900 enterprises have been already presented for sale. It is planned to bring 
the number of monthly auctions up to 500-600 no later than in the second 
quarter of 1993 and during the whole 1993 to present at the cheque auctions 
more than 6000 Russian JSS.  

The results of the first auctions show that the auction price of vouchers there 
is much higher than their market price and reaches  
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(taking into account the current revaluation rate for enterprises fixed assets) 50-
60 thousand rubles, i.e. 5-6 nominal prices. The following fact is of 
considerable importance: the market price of privatization cheques as a rule 
follows their auction rate and begins to rise essentially in those regions where 
the cheque auctions are conducted. Thus, in Moscow in May of the current year 
the market price of vouchers at last exceeded the level of the half of their 
nominal value.  

One circumstance should be mentioned in particular: in January-February of 
1993 a transition of the cheque auctions organizational system to a qualitatively 
new level started: establishment of inter-regional auction centers of 
privatization functioning in a permanent regime. Such centers are supposed to 
be opened in all the regions and will make an integral national stock market 
based on telecommunications.  

c) Cheque privatization funds 
Cheque privatization funds constitute the third key component in the 

implementation of the Russian program of mass privatization. In order to 
reduce the risks of individual investors, cheque privatization funds are 
supposed to accumulate the vouchers of citizens and to invest them into the 
shares of the enterprises under privatization; in exchange for their vouchers 
citizens are to receive the shares issued by the cheque privatization funds 
themselves. The legislative base of the cheque privatization funds was formed 
by the Presidential Decree N 1029 in October of the last year (see "REB", 
1992, N 4).  

From the beginning of 1993 they began to develop rapidly enough. While 
for the middle of January only 34 of them were registered, by the end of March 
this number exceeded 180. Many funds have already passed from the stage of 
establishment and issue of their own shares to the exchange of these shares for 
the privatization cheques of citizens. At the same time, according to the 
estimates of experts there must be founded not less than 20-30 thousands of 
such funds.  
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D. Problems to Solve 

On the whole, it might be asserted that the first preparatory stage of putting 
into force of the "large" privatization model is over. A necessary critical mass 
has been accumulated in the course of "small" privatization. If the rates 
achieved are kept, by summer the privatization process in Russia may become 
irreversible.  

Nonetheless, a number of problems still persist that might render situation 
unstable.  

— First of all, as the privatization process is approaching the point of no 
return, political opposition and resistance of various forces grow stronger. 
Among the most striking examples one can name the following ones: the 
Supreme Soviet decision stating that GKI activities aimed at implementation of 
the State Program of Privatization were unsatisfactory; ban on cheque auctions 
in Chelyabinsk and Novosibirsk regions by the regional soviets under the 
pretext that the major part of property might be purchased by persons from 
other regions; permanent contradictions between the two privatization bodies 
— GKI and RFFP, efforts of the part of management of the latter to force the 
adoption of the 4-th benefits option in the frame of which 90% of the shares of 
JSS should be transferred to the workers collectives which will have the right to 
pay for the shares out of the enterprises profits, thus creating every 
consequence negative for the future capital expenditures.  

— In the legislation line, a number of grave problems remain unsolved. 
There still exist certain gaps in respect of revaluation of the enterprises property 
connected with privatization procedures as well as in the social field (financing 
of the social and cultural facilities transferred to the local administration or 
being transferred into common exploitation by enterprises and local 
administration, problems of the cities-satellites centered around certain large-
scale enterprises.  
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— Visible discrepancy in intensity of privatization process in various 
regions of Russia can be traced. The situation is further worsened by regional 
disproportions in privatization cheques distribution and in the fixed assets of 
enterprises subject to privatization (according to estimates available, only 20% 
of the privatization cheques and fixed assets are concentrated in the regions 
where they are in parity).  

— Infrastructure of the stock market is still not developed enough, whereas 
the shares of privatized enterprises have begun to circulate in the secondary 
markets. The weight of speculative operations in the activities of investment 
funds, there comprised the cheque ones, is great beyond all proportions. There 
were even several precedents of direct fraud of population by the investment 
funds.  

— And finally, the problems of functioning of the enterprises at the post-
privatization stage are rapidly coming to the foreground, functions of the 
property funds as representatives of the state interests in the share capital of 
open joint stock societies are not specified, and the role of ministries in control 
of the state shares in such JSS is not clear.  
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Table 1. Main indicators of privatization process in the Russian Federation 
in April, 1992-March, 1993. 

Outstanding by the 1-st 
 April,  

1992 
January, 

1993 
April,  
1993 

1. State enterprises on independent balance 
(units) 139.904 204.998 194.190 

2. Applications for privatization submitted 
(units) 

18.366 102.330 114.725 

3. Applications rejected (units) 656 5.390 6.879 
4. Applications under implementation (units) 12.677 46.628 42.788 
5. Applications implemented (units) 5.023 46.815 61.810 
6. Receipts from privatization to be transferred 

into the budgets of various levels (mln. rub.) 1.893 157.152 297.230 
7. Value of enterprises assets on implemented 

applications (mln. rub.) 1.171 193.189 405.177 
8. a)Leased enterprises 9.451 22.216 19.435 
    b)including lease-buy-out redemption 7.581 13.868 10.850 

The source: Goskomimuschestvo of the RF 

Comments to the Table 1 

(1) All the state enterprises being the independent economic units. An 
enterprise is excluded from the present list since the moment of registration of 
the open JSS or since the moment the first deal of sale is recorded (in the other 
forms of privatization).  

(2) Total number of enterprises having submitted applications for 
privatization to the regional city committees for the management of state 
property or to the territorial agency of GKI of the RF. The application 
presentation is an obligatory condition of formal start of the privatization 
process of any form (sale through the auction or contest — commercial or 
investment, buy-out of a leased enterprise, transformation into JSS of the open 
type with subsequent sale of shares).  
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(3) The application may be rejected by the corresponding committee if it is 
not of the conventional form or the present enterprise is exempt from 
privatization in compliance with the State Program of Privatization.  

(4) Applications submitted but not yet implemented.  
(5) The application is considered to be implemented after the first deal of 

sale has been recorded or the open JSS has been registered, i.e. since the 
moment the enterprises has left (1). (3)+(4)+(5) is smaller than (1) as a part of 
applications are currently under consideration.  

(6) Including actual receipts and those that are due after the term of 
installment will have elapsed.  

(7) The value of the enterprises assets is defined by the acts of property 
evaluation as of January 1, 1992 for the open JSS, while for the rest — by the 
actual sale price.  

(8a) The indicator included all the enterprises on lease there comprised those 
that do not have the right of a buy-out according to their lease contracts i.e. 
they may be privatized in the frame of procedures common for all the 
enterprises.  

(8b) Lease-buy-out arrangement envisages automatic buy-out of an 
enterprise by a lease holder. Concluding of new agreements of this type is 
forbidden by the State Program of Privatization for 1992 in order not to endow 
the lease holders with the exclusive privileges in the course of the enterprise 
privatization.  
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Table 2. Results of corporatization of state enterprises in the RF 
(according to the procedure of the Decree N 721) 

 Type of enterprise 
 Subject to 

mandatory 
privatization 

(large)  

Transformed 
voluntarily 
(medium) 

 

Subdivisions 
reorganized as 
separate JSS 

 
 1-st of 1-st of 1-st of 
 Jan., 

1993 
Apr., 
1993 

Jan., 
1993 

Apr., 
1993 

Jan., 
1993 

 Apr., 
1993 

1. Number of enterprises subject 
for conversion into JSS (units) 4970 4786 — — — — 

2. Number of committees decisions 
for conversion (units) 2520 2458 2545* 4736* 547 1225 

3. Number of adopted privatization 
plans and acts of assets  
evaluation 1326 1919 1546 3622 283 622 

4. Number of JSS registered 674 1387 737 2560 139 447 
5. Statutory capital (billion rub.) 116.5 214.5 28.6 60.4 2.7 1.6 
6. Value of assets transferred by 

benefit options to employees  
and managers (3 options) 
(billion rub.) 

24.5 72.5 10.0 19.1 0.44 0.53 
* At the same time, working committees designed to prepare the privatization plans 

were created at 6565 medium-scale enterprises by the 1-st of January and at 9020 
enterprises by the 1-st of April, 1993.  

The source: Goskomimuschestvo of the RF.  

Comments to the Table 2 

(1)-(4) reflect the successive stages of privatization.(4) corresponds to the 
indicator of "the number of applications implemented" from Table 1. (5) the 
statutory capital is determined on the base of acts of assets evaluation as of 
1.01.1992. 

1.(5)the statutore capital is determined on the base of acts of assets evalution 
as of 1.01.1992. 
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COMPLETE LIST OF LAWS AND REGULATIONS ON 
PRIVATIZATION  
(Continuation, 31 December, 1992 — 15 May, 1993)*  
1. Decrees and Laws by the Supreme Soviet of the Russian Federation. 
Decrees by the Presidium of the Supreme Soviet of the Russian Federation.  

1.12. On the Draft of The State Programme of Privatization of State and 
Municipal Enterprises in the Russian Federation for 1993. Decree by the 
Presidium of the Supreme Soviet of the RF. January 25, 1993 // 
Vedomosti Syezda Narodnih Deputatov RF i Verhovnogo Soveta RF. 
(Record of the Congress of People's Deputies of the RF and the Supreme 
Soviet of the RF). 1993. N 6. Article 219.  

1.13. On the Draft of the Law of the RF "On Privatization Cheques". Decree of 
the Presidium of the Supreme Soviet of the RF. January 25,1993 // Id., 
1993. N 6. Article 220.  

1.14. On the Distribution of Privatization Cheques to Russian Servicemen 
Being on Service Outside the Borders of the RF and Members of their 
Families Living Together with Them. Decree of the Presidium of the 
Supreme Soviet of the RF. March 1, 1993. //Id., 1993. N 12. Article 453. 

1.15. On Implementation of the State Programme of Privatization of State and 
Municipal Enterprises in the RF for 1992. Decree of the Supreme Soviet 
of the RF. April 26, 1993. No. 4881-1. // "Rossiiskaya Gazeta",May 19, 
1993.  

2. Decrees and Orders by the President of the Russian Federation.  

2.39. On the Procedure of Distribution of Privatization Cheques of the 1992 
Issue to Particular Categories of Citizens. Decree by the President of the 
RF. January 10, 1993. N 7. // Sobranie Aktov Prezidenta i Pravitelstva 
RF (Collection of Acts by the President and the Government of the RF). 
1993. N 3. Article 167.  

* See the beginning of the list in "REB", N4, 1992. 
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2.40. On the Operation of Social, Cultural and Communal Facilities of the 

Enterprises under Privatization. Decree by the President of the RF. 
January 10,1993. N 8 // Id., 1993, N 3. Article 168.  

2.41. On the Board of Directors of the "Gasprom" Russian Joint Stock 
Company and Distribution of its Shares among the Citizens of the 
Russian Federation. Order by the President of the RF. January 26, 1993. 
N 58-rp. // Id., 1993. N 5. Article 427.  

2.42. On Measures Regulating the Order of Circulation and Redemption of 
Privatization Cheques. Decree by the President of the RF. February 12, 
1993. N 216.  

Statute on the Order of Circulation and Redemption of Privatization 
Cheques. // Id., 1993. N 8. Article 654.  
2.43. On Additional Measures of the Protection of Interests of Servicemen and 

Members of their Families in the Process of Privatization of State and 
Municipal Property by Means of Privatization Cheques. Order by the 
President of the RF. March 6, 1993. N 157-rp.// Id., 1993, N 10, Article 
828.  

2.44. On the Commission on Securities and Stock Exchanges under the 
President of the RF. Order by the President of the RF. March 9, 1993. N 
163-rp.  

Statute on the Commission on Securities and Stock Exchanges under the 
President of the RF. // Id., 1993. N 11. Article 938.  
2.45. On Measures of the State Support for the Organization in the Russian 

Federation of the Electrical Rolling-Stock Production for the Railroad 
Transport and Electrical Transport, Component Parts and Materials for 
them and Establishment for this Purpose of the Joint Stock Company. 
Decree by the President of the RF. March 25, 1993. N 395. // Id., 1993. 
N 13. Article 1105.  

2.46. On State Guarantees of the Right of the Citizens of the Russian 
Federation to Participate in Privatization. Decree by the President of the 
RF. May 8, 1993. N 640. //"Rossiiskaya Gazeta", May 19, 1993.  
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3. Decrees and Orders by the Government of the Russian Federation.  

3.15. On Creation of the "S.P.Korolev "Energy" NPO" Russian Space Holding 
Company. Decree by the Government of the RF. December 31, 1992. N 
1045.  

Appendix. List of Enterprises and Organizations Included into the 
Academician S.P.Korolev "Energy" Scientific and Production Association to be 
Converted into Joint Stock Companies with Public Distribution of Shares and 
Transfer of Majority Share holdings to the Charter Capital of the Company. // 
Sobranie aktov..., 1993. N 4. Article 345.  
3.16. On Establishment of the "Gasprom" Russian Joint Stock Company. 

Decree by the Council of Ministers — Government of the RF. February 
17, 1993. N 138.  

Charter of the "Gasprom" Russian Joint Stock Company. // Id., 1993. N 9. 
Article 738.  
3.17. On the Approval of the Order of Formation of Corporatization Funds for 

the Workers of an Enterprise. Decree by the Council of Ministers — 
Government of the Russian Federation. March 9, 1993. N 213.  

Order of Formation of Corporatization Funds for the Workers of an 
Enterprise. // Id., 1993. N 11. Article 944.  

 

4. Documents by Ministries and State Committees.  

4.5. On the Order of Registration of Shares Issues by Investment Funds and on 
Alteration of the Order of Registration of Securities Issues by Investment 
Companies. Instructions of the Ministry of Finance of the RF. January 27, 
1993. N 5.// "Economica i zhizn". 1993. N 8.  

4.6. Letter by Goskomimuschestvo of January 29, 1993 N ACH-2/586 
Approved:  
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Appendix. On Privatization of the Property Leased by State and Municipal 
Enterprises and on Conversion of an Enterprise, Created by Members of a 
Workers Collective of a State , Municipal Enterprise (Structural Division) on 
the Basis of Lease of Property of this Enterprise (Structural Division) and 
Conclusion of Lease Arrangement, into a Joint Stock Company with Public 
Distribution of Shares or Partnership. // Id., 1993. NN 6,7.  
4.7. Statute on Licensing the Activities on Securities Market in the Capacity of 

Investment Funds and Licensing of Managers of Investment Funds. Letter 
by the Ministry of Finance of the RF. // Id., 1993. N.10.  

4.8. On Introduction of Amendments into the Model Statute on Investment 
Contests (Investment Tender) for the Sale of State and Municipal Units 
under Privatization. Order by Goskomimuschestvo of the RF. March 3, 
1993. N 391-r. // Vestnik Privatizacii (Privatization Herald). 1993. N 7, 
p.23.  

4.9. On Order of Distribution and Calculation of Receipts from the Sale at 
Auctions for Rubles of the Shares in the Quantity of up to 5% of the Total 
Quantity of Shares of a Joint Stock Company Sold by a Cheque 
Auction. Goskomimuschestvo. March 11, 1993. N DV-2/1608. 
Russian Fund of Federal Property. March 11, 1993. N FI 04-339. // Ibid., 
p.23-24.  

Sources in Russian: 

1. Ведомости Съезда Народных Депутатов Российской Федерации 
и Верховного Совета Российской федерации. 

2. Собрание актов Президента и Правительства Российской 
Федерации. 

3. «Вестник приватизации» 

4. «Российская газета» 

5. «Экономика и жизнь» 
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S U R V E Y  S T A T I S T I C S   

OUTLINE OF "REB" SURVEYS  

A.  COVERAGE OF SURVEYS  

 
Since December 1991 Economic Tendency Surveys Group of the "Russian 

Economic Barometer" has been conducting monthly panel surveys of Russian 
enterprises managers and quarterly surveys of bankers.  

Industrial enterprises selected for the sample are situated rather evenly on 
the territory of Russia, including the former autonomous republics. The size of 
the sample varied in the range of 140-180 enterprises.  

The majority of the surveyed enterprises are from manufacturing. 
Distribution of manufacturing enterprises in the sample roughly corresponds to 
that in Russia as a whole.  
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Distribution of the manufacturing enterprises by branches, classification of 
Eurostat (% of the total number).  

  I. Consumer goods 38  
1. textile industry 4  
2. leather, footwear and clothing industries 7 
3. wooden furniture, paper products, printing & publishing industries 6 
4. plastics processing industry  1  
5. fine ceramics & glass industry  2  
6. food, drink & tobacco industries  18  
  II. Investment goods 34  
7. metals processing industry 4  
8. mechanical & precision engineering industries 18  
9. electrical engineering, office & data-processing machinery manufacturing 

industries 9  
10. motor vehicles & other means of transport manufacturing industries 3  
  III. Intermediate goods 28  
11. woodworking & paper manufacturing industries 10  
12. ferrous & non-ferrous metals manufacturing industries 3  
13. construction materials, industrial ceramics & glass manufacturing industries 12  
14. oil-processing, chemical, man-made fibers & rubber products manufacturing 

industries 3 
  Manufacturing industry on the whole 100  

The overwhelming majority of survey participants are medium-scale 
enterprises (by Russian standards), with the number of employed from 250 to 
2000. The average number of employed varied during the surveys in the range 
of 950-1100.  

During 1992 the status of many surveyed enterprises changed: the share of 
state enterprises among them decreased from 82% to 52%.  

Agricultural enterprises selected for the sample are from over 30 regions 
of Russia. The size of the sample varied in the range of 60-120 enterprises. The 
sample includes mainly medium-scale enterprises with the number of employed 
in the range of 100-500. 2/3 of the surveyed  



Survey statistics 51 
 
enterprises specialized in plant-growing and 1/3 — in animal husbandry.  

Banks selected for the sample are situated in 34 out of 87 regions of Russia. 
The size of the sample varied in the range of 40-60 banks. Most of them are 
medium-scale banks. The average size of the surveyed banks' assets amounts to 
13 bln rubles and the average size of their statutory capital — to 231 mln rubles 
as of February 1993.  

Almost half of the sampled banks are represented by the so-called "new 
commercial banks" which emerged in the recent 1-3 years. The others were 
formed on the basis of regional branches of the former state specialized banks.  

B. CONTENTS OF QUESTIONNAIRE  

The polled managers reported the main performance characteristics of their 
enterprises and banks as well as gave their answers to a number of specialized 
questions concerning the impact of governmental economic policy, 
privatization process and influence of overall changes in economic environment 
on their activities and prospects, etc.  

C. AGGREGATING METHODS OF DATA  

In the majority of cases the respondents were asked to select the most 
appropriate interval for the indicator to be measured. When treating the survey 
data the mean value was chosen for each interval. In case of extremes the 
continuation of the adopted gradation was assumed and on this basis the same 
method was used.  

In other cases, where respondents were to choose one situation among 
several ones, the results represent simple addition of reports from individual 
units.  
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DIFFUSION INDEXES 
The following table is based on the results of monthly surveys of Russian 

enterprises conducted by the "REB". The figures show the percentage of 
enterprises who reported the growth (or improvement) of an indicator in 
comparison to the previous month.  

 1991  1992 1993 
 XII I II III IV V VI VII VIII IX X XI XII I II III 

1.  output prices  94 67 69 60 63 62 66 55 67 75 78 74 83 81 81 
2. input prices  100 95 87 88 89 88 86 81 87 91 91 91 94 92 94 
3. output and input 

prices combined  �97 81 78 74 76 75 76 68 77 83 84 82 88 86 88 
4. wages  95 82 75 63 68 76 67 62 68 71 68 74 76 76 77 
5. employment  45 39 39 40 34 31 32 28 30 29 33 31 32 32 37 
6. output  35 41 41 47 39 36 39 29 32 44 34 46 34 47 52 
7. order–book level 64 47 24 31 34 29 33 30 34 36 42 40 48 40 48 45 
8. stocks of finished 

products  45 76 68 65 67 66 73 66 62 59 52 48 55 51 55 
9. share of barter 

turnover   60 51 44 46 47 44 47 47 48 44 46 48 49 51 
10. output/input 

prices ratio 
  

42 42 39 25 29 25 29 26 27 25 31 26 29 27 
11. credit terms 32 15 17 15 15 11 19 26 32 35 41 32 43 38 30 33 
12. capacity utiliza-

tion rate (diff.  
index) 

41 30 – 32 35 31 34 32 26 33 39 37 43 38 43 45 
13. capacity utiliza-

tion rate 
(absolute level) 

   70 78 73 77 75 73 74 73 78 76 76 76 79 
NOTE. The diffusion index (D) was calculated as the sum of the number of 

enterprises who reported the growth of an indicator(A) and 1/2 of the number of 
enterprises who did not mark the changes (B) (% of all polled enterprises N):  

( )[ ] %1005.0 ×+= NBAD  
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While analyzing and interpreting the given data one should take into 
consideration that they do not yet fully meet the criteria established for the 
construction of diffusion indexes. The composition of the sample did not 
remain constant, and its volume continuously grew from 63 enterprises polled 
in December 1991 to 160-200 enterprises in 1992-93. The structure of 
industrial branches remained relatively stable. As a rule, the proportion of 
agricultural firms, manufacturing and mining industry enterprises, construction 
units and enterprises of certain branches in the sphere of services was roughly 
corresponding to their real significance. The following sectors were not 
included: trade, transport, communications, financial sector, communal 
facilities. (For details see Outline of "REB" Surveys in this issue). 
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READ IN FORTHCOMING ISSUE 
 
EACH OF FORTHCOMING ISSUE OF 1993 WILL 

CONTAIN: 

• Situation in Russian Manufacturing 

• Situation in the Banking Sector of Russia 

• Privatization 

• Diffusion Indexes 
ALL  MATERIAL UPDATED 
 
 



 

ATTENTION 

Those interested in acquiring/subscribing to "THE RUSSIAN ECONOMIC 
BAROMETER" may contact:  

ELENA BELYANOVA — Institute of World Economy and International 
Relations, 23 Profsoyuznaya St., GSP-7, Moscow, Russia; Fax (007 095) 310 
7027; Phone (007 095) 128-81-05; Telex 411678 IMEMO SU;  

TANIA LOSANSKY — Center for Foreign Policy Development, Brown 
University, Box 1948, Providence, RI O2912, USA; Phone (001 401) 863-
3465, Fax (001 401) 274-8440, Telex 3792135 CFPD.  

CENTER FOR INTERNATIONAL RESEARCH ON ECONOMIC 
TENDENCY SURVEYS. Office: IFO Institute for Economic Research, 
P.O.BOX 86 04 60, D-8000 Munich 80, Germany. Phone (049 089) 92 24-0, 
Fax (049 089) 98 53 69, Telex 5-22-269  

 

ATTENTION: UNDER PREPARATION  

STATISTICAL SUPPLEMENT to "The Russian Economic Barometer" 
Volume I (1992)  

It will contain original statistical data based on regular (monthly) panel 
surveys of the business executives presented in tables and graphs (Dec.1991 — 
Dec.1992).  

Preliminary price is $40 for approximately 50-70 pages. Those interested in 
acquiring the STATISTICAL SUPPLEMENT please send your order to the 
following address: E.Belyanova, Institute of World Economy and International 
Relations, 23 Profsoyuznaya Str., 117859, GSP-7, Moscow, Russia; Fax (007 
095) 310 7027; Tel. (007 095) 128-81-05; Telex 411687 IMEMO SU. 
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