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

INDUSTRIAL ENTERPRISES 

PRICE LIBERALIZATION AND ENTERPRISES' 
BEHAVIOR 
(based on the "REB" monthly surveys of 120-150 industrial 
enterprises conducted in February 1992 — April 1993) 

Price liberalization carried out on the 2nd of January, 1992 became a real 
milestone on the way of Russia to the market. What was its impact on the 
Russian enterprises' activities?  

First of all, let us note that contrary to pessimistic forecasts price 
liberalization was not reduced to another propaganda campaign (as the other 
attempts of reforms undertaken throughout the last years usually were) but 
proved to be absolutely real. During 1992 — the beginning of 1993, 60-75% of 
the respondents of "REB" regularly reported free pricing of all the goods 
produced by their enterprises or of their greatest part. 
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Table 1. "Can You State That At Present Your Enterprise Is Really Free 
In Pricing Its Products?" 

 Share of respondents (%) 
Variants of answers Apr. July Oct. Jan.  Apr. 
 92 92 92 93 93 
 A group      
1. Yes, absolutely 15 32 33 36 35  
2. Yes, on the whole 42 45 30 40 43   
 B group        
3. Concerns the minor part 17 10 15 7 11 
4. Practically no 26 14 22 17 11 

 
For the first time throughout several decades "the play of prices" could be 

observed on a large scale and in many markets of this country. Against the 
background of rapid inflation, the cases of absolute reduction of prices were of 
great significance. In February, 1992 more than 1/2 of the enterprises reported 
that after liberalization they were, from time to time, forced to reduce prices of 
certain goods, and in April, 1992 40% of the respondents of "REB" reported the 
same fact.  

There were numerous misgivings that freedom acquired would be used for 
unjustified rise of prices and become the main "motor" of inflation. 
Nonetheless, in general those pessimistic forecasts have not proved to be 
correct. According to our estimates, increase in output prices of the enterprises 
with absolutely free or free on the whole pricing was by 4 percentage points per 
month more rapid than that of the enterprises with "not free" pricing (absolutely 
or on the whole as well). Given the average monthly rate of inflation of 20-
30%, this additional component is undoubtedly not crucial.  
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Table 2. Monthly rates of increase of output (input) prices in 1992-1993 
(throughout the months preceding the current survey, %) 

Groups of enterprises  according 
to the type of pricing 

Rates of increase in prices 

 Apr. July Oct. Jan. Apr. 
 92 92 92 93 93 
A. FREE 9(58) 11(24) 20(37) 30(52) 17(36) 
B. NOT FREE 22(62) 4(27) 17(44) 13(58) 11(41) 

 
The fact that enterprises that had acquired freedom in pricing managed to 

take advantage of that in order to rise output prices more rapidly is hardly 
surprising (it might serve as still another indirect evidence of the reality of 
liberalization). It is noteworthy, however, that differences in changes of input 
prices were quite contrary — they increased less rapidly at "free" enterprises 
than at "not free" ones (on the average by 5 percentage points per month). 

And another result worth mentioning: throughout the months of surveys 
conduct, in A group reduction of output was slower than in B group — by 2.9% 
and 4.0% per month correspondingly. In other words, enterprises having stayed 
beyond price reform represented the main "motor" of recession in 1992-1993.  

Though this conclusion is highly attractive for reformers of any breed, a 
significant reservation should be made. The matter is that throughout the entire 
period considered the capacity utilization rate was lower at the enterprises with 
free pricing than at those of the alternative group. 
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Table 3. Capacity utilization rate 

Groups of enterprises  according 
to the type of pricing 

Capacity utilization rate (%) 

 Apr. July Oct. Jan. Apr. 
 92 92 92 93 93 
A. FREE 75 71 70 74 76 
B. NOT FREE 80 74 76 78 77 

 
Table 3 shows that in different months the gap amounted to 1 — 6 

percentage points — figures that might be considered substantial enough 
(against the background of a rather loose correlation between the capacity 
utilization rate and the level of real output for the sample on the whole). 
Apparently, significant reduction in output at the enterprises having acquired 
freedom in pricing took place as early as during the first weeks after 
liberalization. Although we have no data proving this assumption directly, quite 
a number of indirect evidences can be given.  

In particular, respondents representing "free" enterprises mentioned limited 
demand for their goods much more often than their colleagues from B group. 
Moreover, during the first months of 1992 this discrepancy was highly distinct. 
In general, those who have acquired opportunity of free pricing of their goods 
are characterized by greater concern about the problems of sale. Among the 
answers to the question "WHAT SHOULD YOUR ENTERPRISE DO IN THE 
FIRST PLACE TO ADJUST TO THE CURRENT CONDITIONS?", there 
were the following variants:  

a) to search for new markets; 
b) to change the product range.  
In the groups of enterprises under consideration these variants were chosen 

with the following frequency: 
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Table 4. Comparison of two adjustment variants: searching new markets 
(a) and change of the product range (b) 

Groups of enterprises 
according to the  type of 
pricing 

Share of enterprises, having chosen variants (a) and (b) (%) 

 Apr. July Oct. Jan. Apr. 
 1992 1992 1992 1993 1993 
 a) b) a) b) a) b) a) b) a) b) 
A. FREE 51 33 53 39 55 38 47 41 59 35 
B. NOT FREE 20 22 42 29 48 25 44 24 22 26 

 
As we see, for the A group enterprises the problem of new markets shifted 

to the foreground as early as in the beginning of 1992. And has not lost its 
acuteness since. Somewhat less, but still appreciable significance was attached 
to the modification of the product range.  

As regards the B group enterprises, they were to face the problem of markets 
only in the middle of 1992 (it was then that the share of respondents having 
marked it approximated 1/2). While the problem of modification of product 
range never shifted to the foreground: in the beginning of 1993, it occupied 
only the 5-th place in priority as against the 3-rd place in A group.  

And finally, there is one more issue of interest: comparison of estimates 
regarding the prospects to overcome the current crisis. Throughout the whole 
period studied, respondents representing the "not free" enterprises regularly 
demonstrated greater pessimism and postponed the supposed term of the crisis 
end by 1-1.5 years further into the future than those of A group. Though by the 
beginning of 1993, discrepancy between two forecasts grew less. Thus, while in 
1992 the estimate of the current crisis duration by B group representatives 
exceeded the corresponding estimate by A group by 1.6 years on the average 
(7.0 and 5.4 years correspondingly), in winter-spring of 1993 — only by 0.7 
years (6.0 and 5.3 years correspondingly).  
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INNOVATIONS IN RUSSIAN INDUSTRY 
(the results of a special "REB" innovations survey of 137 
Russian industrial enterprises from all the regions of the 
European part of Russia, conducted in February, 1993)  

In order to describe the development of innovating activities of the Russian 
industrial enterprises, respondents were offered to answer 3 questions:  

1) WERE ANY INNOVATIONS INTRODUCED AT YOUR 
ENTERPRISE IN 1990-1992?  

2) WERE ANY INNOVATIONS INTRODUCED AT YOUR 
ENTERPRISE IN 1992?  

3) ARE ANY INNOVATIONS PLANNED TO BE INTRODUCED AT 
YOUR ENTERPRISE IN 1993?  

Results are presented in the table below: 

Table 1. Share of enterprises introducing innovations in the total number 
of respondents (%) 

 In 1990-1992 on 
the whole 

In 1992 only Forecast for  
1993 

Manufacturing 56 45 49 
I sector 

(consumer goods) 51 45 45 
II sector 

(investment goods) 69 47 61 
III sector 

(intermediate goods) 51 44 44 
 
A substantial slowing down of the innovating activities in Russian industry 

in 1992 is quite obvious, moreover no visible livening up is expected in 1993. 
However enterprises of the investment sector are the most optimistic in their 
forecasts — in 1993 almost 2/3 of them are going to introduce innovations.  
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To determine the proportion between the product-innovations and process-

innovations, respondents were asked the following question: "IN CASE 
INNOVATIONS WERE INTRODUCED IN 1990-1992, WHAT TYPE OF 
THEM PREVAILED : NEW TECHNOLOGIES OR NEW PRODUCTS?"  

The structure of innovations looks as follows: 

Table 2. Share of enterprises that introduced various types of innovations 
in 1990-1992 (in % of the total number of respondents) 

 Product-innovations 
prevailing 

Process-innovations 
prevailing 

Manufacturing 58 42 
I sector 50 50 
II sector 77 23 
III sector 45 55 

 
On the whole, product-innovations prevailed over process-innovations while 

in the sectors the picture was somewhat different. The domination mentioned is 
distinct enough only in the II (investment goods) sector. In the I (consumer 
goods) sector innovations of both types were carried out to the same extent, and 
in the III (intermediate goods) sector process-innovations prevailed.  

It should be mentioned that similar discrepancies in the share of product-
innovations are recorded in the countries with developed market economy as 
well (for example in West Germany).  

In order to identify the main directions of innovations, respondents were 
asked the following question: "WHAT GOALS WERE PURSUED BY 
INNOVATIONS INTRODUCED AT YOUR ENTERPRISE IN 1990-1992?" 
The distribution of answers is presented in the table 3.  
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Table 3. Innovations goals: share of enterprises having pursued the given 
goal (in % of the total number of respondents)* 

 Manufacturing 
 on the whole  

I  
sect. 

II  
sect. 

III 
sect. 

1. Output of completely new products 69 54 84 68 
2. Improving the products already being 
produced 

38 50 24 11 

3. Application of new raw materials and 
components 17 21 8 23 

4. Reduction of labor costs 31 25 28 41 
5. Reduction of material costs 25 13 36 27 
6. Reduction of energy costs 10 4 12 14 
7. Other 11 13 12 9 

*) Respondents were offered to mention all the goals being of importance 
for them. 

Among the goals related to the product-innovations (items 1-3), output of 
completely new products is undoubtedly the most important, improving the 
products already being produced happened to occupy the second place, and 
application of new raw materials and components — the last one. In the I and II 
sectors, the hierarchy of goals is the same, and in the III sector the application 
of new raw materials and components proved to be relatively more important 
than the improvement of products already being produced.  

Among the goals related to process-innovations (items 4-6), in 
manufacturing on the whole the reduction of labor costs is the most important; 
it is followed by the reduction of material costs, and the last place is occupied 
by the reduction of energy costs. The I and III sectors show the same hierarchy, 
while in the II sector the priority is given to the reduction of material costs.  

In order to assess the efficiency of innovating activities, respondents were 
asked two questions:  

1) "WHAT SHARE OF OUTPUT WAS LINKED, BY THE END OF 1992, 
WITH INNOVATIONS OF THE LAST THREE YEARS?"  
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2) "DURING WHAT PERIOD OF TIME THE BULK OF GOODS AT 

YOUR ENTERPRISE IS PRODUCED WITHOUT ANY SIGNIFICANT 
CHANGES?"  

The results are summarized below:  

Table 4. Indicators of production renewal. 

 Share of output linked 
with recent innovations (in 

%) 

Term during which goods 
are produced without 

significant changes (in 
years) 

Manufacturing on the whole 10 13 
I sector 8 12 
II sector 12 10 
III sector 11 16 

 
As one can see, the best indicators are being shown by the enterprises of the 

II sector (the greatest share of products entering the market and the shortest 
term of product's life on the market). Enterprises of the I and III sectors show 
rather contradictory indicators: by the former the second indicator is better, 
while by the latter — the first one. This might be explained by the fact that the 
share of products entering the market reflects only the results of recent 
innovations (i.e. innovations of the 1990-s) while the average term of product's 
life on the market — those of all the innovations (including earlier ones). 
Throughout the 1980s (especially in the first part of them), imported equipment 
was widely introduced at the enterprises of the consumer goods sector. This 
permitted to renew substantially the product range. That is why the average 
term of the I sector product's life on the market was relatively short in 1992. In 
the end of the 1980s — beginning of the 1990-s the sector of consumer goods 
was, on the contrary, the first to suffer from the reduction in state financing. 
This has produced a considerable impact on innovating activities and reduced 
the share of new products.  
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Discrepancies revealed by comparing enterprises of various size may also be 

of some interest:  

Table 5. Correlation between the innovating activities and the size of an 
enterprise 

 Innovations quota, % Term during which goods  
Number of employed, persons 1990-1992 forecast 

for 1993 
were produced without any 
significant changes, years 

1-149 48 44 12 
150-299 74 74 14 
300-499 40 55 18 
500-999 57 39 12 
1000 and more 64 36 9 
Manufacturing on the whole 56 45 13 

 
In 1990-1992, two groups of enterprises increased their innovating 

activities, i.e. the large ones (with the number of employed over 1000 persons) 
and relatively small ones (with the number of employed from 150 to 300 
persons). The large enterprises have the shortest term of product's life on the 
market (they are traditional innovators). At the same time their innovating 
activities are anticipated to fall substantially in 1993. In the second group — 
that of relatively small enterprises — the term of the product's life on the 
market is longer than the average one for the manufacturing industry. Hence a 
conclusion: their innovating activities increased quite recently. Forecasts for 
1993 show that their innovating activities are expected to be kept on the same 
level high enough.  

It should be noted that the proportion of branches in the group with the 
number of employed from 150 to 300 persons is much the same as that in 
manufacturing on the whole: while in the latter the proportion of the three 
sectors is 37:29:34, in the group considered it is 35:30:35. In 1993, increase in 
innovations quota is anticipated by the enterprises with the number of 
employed from 300 to 500 as well. Taking into  
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account the longer, than in manufacturing on the whole, term of product's life 
on the market peculiar for the last two groups, the main flow of innovations is 
expected to shift from traditional innovators — the large enterprises — to 
relatively small and medium ones in the nearest future.  

CONSTRUCTION 

SITUATION IS NOT TOO PESSIMISTIC 
(results of the survey of 799 construction companies conducted 
in April 1993 by Center of Economic Analysis and Forecasting 
under the RF Council of Ministries — G.Ostapkovich, Analysis 
and Forecasting of Business Conditions Department)  
Sample Description 

Table 1. Distribution of the construction companies into groups according 
to the type of ownership (in % of the total number of respondents):  

joint-stock ............................................................ 42 
state ...................................................................... 31 
partnership ........................................................... 14 
on lease .................................................................. 8 
private .................................................................... 1 
other ....................................................................... 4 
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Table 2. Distribution of the construction companies into groups according 
to the number of employees (in %):  

less than 70 .......................................................... 20 
71-150 .................................................................. 34 
151-300 ................................................................ 27 
more than 300 ...................................................... 19 

General Results 

Basing on the estimates of the construction companies' managers of their 
economic activities in the 2nd quarter of 1993 and their intentions for the 3-rd 
quarter, let us, in the first place, identify the most characteristic tendencies, 
having taken form in the construction sector of Russia in 1993.  

a) Situation in the 2nd quarter of 1993 

In the 2nd quarter of 1993, 55% of the companies polled carried out the 
greater volume of construction and erection works than in the 1st quarter, 30% 
of them considered it unchanged and only 15% recorded its reduction.  

The tendency of growth of the physical volume of the construction and 
erection works was more pronounced for the larger companies (with the 
number of employed over 300 persons) and less pronounced for the smaller 
ones (with the number of employed under 70 persons).  

A quite perceptible discrepancy can be revealed while comparing companies 
of different types of ownership. State enterprises more often reported the 
increase in the volume of works (60%), and only 13% of them reported its 
reduction.  

Construction companies on lease were the last ones to increase the volume 
of construction and erection works (40%). Indicators of the enterprises of the 
other forms of ownership (excluding private ones) do not differ from those 
average over the sample.  
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Increase in the physical volume of construction and erection works carried 

out by the major part of construction companies in the 2nd quarter 
notwithstanding, only 6% of the respondents stated that the capacity utilization 
at their enterprises exceeded the normal one. In the middle of 1993 the sector 
functioned with a considerable reserve of capacities.  

In the 2nd quarter of 1993, 80% of the construction companies rose the 
prices for their services, while 14% operated at the prices of the 1st quarter of 
1993.  

The joint-stock and state companies were the first to rise the prices of their 
services (84% and 81% correspondingly), while private companies and those 
on lease were the last to do it (50% and 66% correspondingly).  

The large construction companies of Russia are characterized by the high 
degree of specialization that results in their being practically monopolists in 
certain branches of construction activities. That is why they have more, as 
against the small companies, opportunities to rise the prices even in the case 
when orders reduce. Indeed, while 90% of the large companies reported growth 
of their prices, only 71% of the small ones did the same.  

Only 15% of the respondents state the improvement of their financial 
situation in the 2nd quarter of 1993, and almost by 3 times more of them (40%) 
— its deterioration.  

Among the companies of various types of ownership, the companies on 
lease found themselves in the most grave financial situation. Against the 
general background, the situation of the construction companies with the 
number of employed from 71 to 150 persons looks somewhat more optimistic 
— only 33% of the respondents of this group reported that the situation at their 
enterprises had worsened.  

As far as settlements with customers are concerned, the large construction 
companies (with the number of employed of more than 300 persons) were in 
more grave situation: 60% of them recorded the growth of receivables.  
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b) Expectations for the 3-rd quarter of 1993 

Eight out of every ten managers of the construction companies are not going 
to reduce the physical volume of construction works as compared with the 2nd 
quarter.  

There are no visible discrepancies in the forecasts of this indicator at the 
companies of various types of ownership (except for the private ones). The 
large construction companies intended to increase the volumes more than the 
small ones (44% and 38% of respondents correspondingly).  

The majority of managers of the construction enterprises (72%) predicted 
the growth of prices of construction and erection works: 78% of the large 
companies and 66% of the small ones.  

The reduction in number of employed at their companies was expected by 
17% of the respondents; it means that it will be by far less than at the industrial 
enterprises where the similar expectations are prevailing for 35% of the 
respondents. The majority of respondents (68%) are quite satisfied with the 
number of employed recorded in the 2nd quarter of 1993 while 15% of them 
are going to increase it.  

Comparison of enterprises of different types of ownership has not revealed 
any serious deviations from the average over the sample (except for the private 
companies half of which reported the expected increase in the number of 
employed as against the 2nd quarter of 1993).  

Among the companies with various numbers of employed, the small ones 
are the first ones that intend to increase the number of employed (18%). At the 
same time, the large ones rather intend to reduce it (24%).  

As for the financial situation, its deterioration was predicted by the majority 
of construction companies.  
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Order-book Level and Available Financial Resources 

The order-book level for 1993 has been reduced for 40% of the construction 
companies and for one third of them it remained the same as in 1992.  

By the moment of survey, its participants were provided with orders for 8.6 
months and with financial resources for these orders — only for 5.6 months. 
46% of the construction companies were provided with orders for more than 10 
months and only 24% — with financial resources for the same term. 

The following trend could be traced: the larger the enterprise, the longer the 
term of provision with orders and funds.  

 

Table 3. Order-book Level and Financial Resources Availability in the 2nd 
Quarter of 1993 (in months) 

 Number of employed: 
 less than 70 71-150 151-300 more than 300 
order-book level 6.7 8.3 9.3 10.8 
availability of finance 4.4 5.3 5.7 6.3 

 
State companies find themselves in a somewhat better situation as regards 

availability of orders and financial resources, while those on lease find 
themselves in a situation worse than that average over the sample. Private 
enterprises' order-book level (7.6 months) and availability of financial 
resources (3.5 months) were the lowest as compared with the companies of 
other types of ownership.  

Constraining Factors 

The lack of financial resources was the main factor impeding the normal 
functioning of construction companies. This factor was marked by eight out of 
every ten managers of the construction companies. It is followed, with a 
considerable gap, by the lack of orders (31%). To a still  

 



18 The Russian Economic Barometer  
lesser extent, the respondents are concerned about the lack of labor, materials 
and equipment. Only 5% of the respondents answered that there were no 
serious constraints for normal functioning.  

Differentiation distinct enough among the construction companies in respect 
of the number of employed was observed. While the lack of finance was 
marked by respondents from different groups with practically the same 
frequency, by the rest of the factors managers of the larger companies assessed 
the situation more optimistically.  

Table 4. Factors constraining the construction activities in the 2nd quarter 
of 1993 (% of the total number of respondents in each group) * 

 Over the  Number of employed (persons) 
Factors whole 

sample 
less than 70 71-150 151-300 more than 

300 
lack of finance 80 82 80 78 82 
lack of orders 31 43 29 30 25 
lack of materials 25 33 28 25 13 
lack of equipment 13 17 13 16 3 
shortage of labor force 12 12 15 14 7 

* The totals would not make 100%, since some respondents marked several 
variants of answers.  

 
Indeed, large construction companies (with more than 300 employed) are 

concerned about shortages of material resources and lack of orders to a lesser 
extent than the small ones (under 70 persons). While among the large 
companies these factors were marked by 13% and 25% of the respondents 
correspondingly, among the small ones — by 33% and 43%.  

Construction Projects 

Among the main construction projects, housing was mentioned most 
frequently (48%), agro-industrial (33%) and industrial (33%) projects —  
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somewhat less frequently, social infrastructure projects follow them in 
frequency (29%), and basic infrastructure projects are the last (23%).  

Priorities for construction projects among the companies with different 
number of employed are not similar.  

 

Table 5. Construction projects (in % of the total number of respondents in 
each group) * 

 Over the Number of employed (persons) 
Types of projects whole 

sample 
less than 70 71-150 151-300 more than 

300 
housing 48 33 47 53 62 
industrial 33 21 29 41 42 
agro-industrial 33 35 37 30 27 
social infrastructure 29 31 30 29 29 
basic infrastructure 23 24 26 23 19 
other 23 24 26 23 19 

* The totals would not make 100%, since some respondents marked several 
variants of answers.  

 
While the large construction companies consider housing and industrial 

construction to be their main field of activities, the small ones prefer to carry 
out agro-industrial projects.  

Private, state, and joint-stock companies are more oriented towards housing 
than on the average over the sample. Leased enterprises prefer to fulfill agro-
industrial projects. Partnerships carry out mostly housing and social 
infrastructure projects. Half of private companies deal with the basic 
infrastructure projects.  
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COMMERCIAL BANKS 

RECENT TRENDS 
(based on the "REB" surveys of 40-60 commercial banks 
conducted in July 1992 — May 1993)  

The first stage of creating the new banking system in Russia has been 
completed. Decentralization and corporatization of the previously centralized 
banking system has been carried out. At the turn of the 90-s, hundreds of 
regional branches of three former state specialized banks were transformed into 
commercial joint-stock banks. The State Savings Bank which accumulated all 
the households savings was corporatized as well.  

Alongside decentralization and corporatization, highly intensive process of 
creating new commercial banks established, as a rule, on the initiative of new 
commercial structures was going on. As a result, by the beginning of 1993 the 
total number of Russian commercial banks of all types amounted to 1700.  

The new banking system differs essentially from the one that for a long time 
existed in the framework of centrally planned economy. However, it is still far 
from being equivalent to that of developed countries. Its main characteristic 
feature determined by the transitional type of economy is that commercial 
banks fulfill double function: they act both as ordinary market institutions and 
as state agents.  

Commercial Banks as State Agents 

The main function of commercial banks as state agents is to perform the 
centralized financing of the economy. Moreover, principles of banks 
participation in this process do not differ, as a matter of fact, from those that 
lied in the base of the former state specialized banks. Commercial banks do not 
take part either in selecting the investment projects or in taking decisions on 
their terms, these functions being the prerogative of  
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the government and the Supreme Soviet. At the same time, commercial banks 
do not bear complete responsibility for repayment of these loans by enterprises. 
Bad loans are, as a rule, extended and debit balances of commercial banks are 
practically automatically covered by the Central Bank of Russia.  

The system of financing under consideration does solve the problem of 
preventing bankruptcy of enterprises (and banks as well), but its costs — soft 
budget constraints artificially imposed upon economic agents — are extremely 
high and seriously reduce the efficiency of financial resources utilization.  

The situation is further complicated by the fact that under deep industrial 
recession and acute shortage of borrowed resources commercial banks are 
themselves interested in the preservation of their status quo as state agents.  

As the data of survey demonstrate, in spring of 1993 the centralized loans 
were allocated through the overwhelming majority of banks (92%) included in 
the sample (See Outline of "REB" Surveys on p.37). More than 2/3 of the 
bankers expressed their belief in the fact that successful functioning of their 
banks depended on centralized loans. On the average over the sample, the share 
of centralized loans in resources borrowed by the banks-respondents amounted 
to 40%, and in one fourth of them exceeded the level of 60%.  

Table 1. Distribution of banks according to the share of centralized loans 
in borrowed resources (by the beginning of May, 1993)  

Share of centralized loans Share of respondents (%) 
0 % 8 
0-10% 18 
10-40% 13 
40-60% 36 
more than 60% 25 
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The current situation hinders the process of transformation of Russian 

commercial banks into conventional market-type institutions. As far as the 
function of mediating transactions between the state and the enterprises stays 
among the most important ones for them, other functions important for the 
banks acting in a market-type economy — selecting projects, monitoring, 
enforcing contracts, sharing and pooling risks — will not come to the forefront.  

Commercial Banks as Market Institutions 

Beyond the centralized system of financial resources distribution, banks are 
obliged to abide by market strategies competing with each other in attracting 
assets and taking risks of granting loans to borrowers and making investments. 
What are the salient features of commercial banks' market strategies under the 
current conditions in Russia?  

Nowadays, every commercial bank (perhaps, except those whose borrowed 
resources are practically completely formed by centralized loans) faces quite a 
complicated problem — how to survive under protracted crisis in productive 
sector of the economy and high rates of inflation.  

It should be noted that so far banks solved this problem efficiently enough. 
From survey to survey, about one third of commercial banks assessed their 
financial situation as "good", almost two thirds — as "normal", and only few 
ones as "bad".  

Consistent strategy aimed at minimization of links with the productive 
sector of the economy allows banks to achieve the relative prosperity. Banks all 
the time increase the amount of their resources directed into one of the few 
sectors of economy experiencing boom — to trade intermediaries, nowadays 
represented mainly by new commercial structures (see Table 2).  
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Table 2. Priorities of the Banks in Providing Loans (July, 1992 — April, 
1993; % of the total number of respondents)  

 July 1992  Nov. 1992 Apr. 1993 
loans to industrial enterprises 55 43 25 
loans to trade intermediaries 45 57 75 

 
This trend is based upon the low rating of loans to the industrial enterprises 

in comparison to other more profitable operations, which apart from the loans 
to the trade intermediaries include foreign currency transactions and loans to 
other banks (see Table 3).  

 

Table 3. Rating of Banking Activities by their Profitability (the number of 
banks-respondents having marked operations as profitable and 
unprofitable for their banks in % of the total number of respondents)*  

 profitable unprofitable 
loans to trade intermediaries 86 4 
foreign currency transactions 83 5 
loans to other banks 68 9 
loans to industrial enterprises 35 35 
placement of shares 15 50 
investments into shares 15 55 

* The totals of the lines do not make 100% because of the opportunity to 
mark operations as "neutral".  

 
The higher default risks of such operations are partially compensated by 

shorter terms and, consequently, smaller losses from inflation. During the last 
year (from spring of 1992), the term of the greater part of loans provided by the 
sampled banks reduced from 5 to 2 months. At the same time, the share of 
loans given for more than 1 year in the overall volume of loans reduced from 
6% to 3%.  
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In the cases when banks financed the productive sector of the economy on 

their own initiative and not as the agents of the state, loans were also 
represented mostly by short-term ones for the financing of current assets. More 
than 80% of the banks — participants of the May, 1993 survey — reported that 
from the beginning of 1992 they had not given any loans to finance capital 
expenditures from funds other than centralized ones. This situation does not 
seem to change in the nearest future: the banks — participants of the survey 
declare that they are ready to finance industrial enterprises only provided that 
the state gives firm guarantees to repay debts in case of the insolvency of a 
borrower.  

Banks isolation from the productive sector of economy also manifests itself 
in the fact that they show reluctance to invest their funds into the enterprises' 
shares. As the Table 3 demonstrates, the rating of shares transactions is the 
lowest one — lower than that of loans to the industrial enterprises.  

Banks are not willing to deal even with shares of their major regular 
customers. None of the sampled banks proved to hold shares of the latter. And 
this was despite the fact that 1/3 of the respondents took part in the 
privatization of these enterprises (this participation was limited to consulting 
services).  

It seems that the strategy of breaking ties with productive sector of the 
economy is not only individual, but also the group strategy of the banking 
sector on the whole.  

Among the variants of answers to the question "WHAT MAKES 
POSSIBLE THE RELATIVE WELL-BEING OF THE BANKING SECTOR 
UNDER THE CRISIS IN INDUSTRY?" the majority of bankers chose the 
following answer: "opportunity of profitable activities not linked with the 
financing of industry".  

The consistent conduct of this strategy allows the bankers to hope that 
further deepening of the crisis in productive sector will not affect them. Thus, 
while forecasting the industrial output reduction in the first half  
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of 1993 at 2.3% monthly rate, only 4% of the respondents admitted the 
possibility of their bank's failure within the same period.  

Types of Commercial Banks 

The transitional character of the Russian banking system demonstrates itself 
not only in the fact that most of the banks function simultaneously as market-
type institutions and as state agents, but also in the structure of the banking 
system itself which is determined by peculiarities of its emergence.  

The starting conditions of development for commercial banks belonging to 
the two main categories — former affiliates of state specialized banks (SB) and 
new commercial banks (NB) — differed greatly. While the former "inherited" 
everything that is needed to start business (offices, facilities, personnel, clients), 
the latter had to start virtually from scratch.  

How different are the conditions of functioning of these two categories of 
commercial banks at present, when several years have elapsed since the 
decentralization of the former banking system?  

Among the bankers themselves a view prevails that, as formerly, SB find 
themselves in conditions better than those of NB (this has been pointed out by 
more than 73% of the respondents). Only 8% of the respondents believe that 
nowadays the conditions of functioning of SB and NB are practically the same. 
And 19% of the survey participants consider the conditions of NB to be better.  
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Table 4. Distribution of answers to the question: "DO YOU BELIEVE 
THAT CURRENT CONDITIONS OF FUNCTIONING OF THE 
FORMER SPECIALIZED BANKS ARE ON THE WHOLE BETTER 
THAN THOSE OF NEW COMMERCIAL BANKS?" (in % of the number 
of respondents in each group).  

VARIANTS OF ANSWERS the sample on the whole SB NB 
SB conditions are better 73 75 72 
SB & NB conditions are the same 8 8 7 
SB conditions are worse 19 17 21 

It is significant that distribution of the answers to the question was almost 
alike in SB and NB groups while reasons to believe that the life of SB is 
"easier" were not always the same.  

What are the main advantages of the SB, according to bankers confident that 
the conditions of functioning of these banks are better?  

Table 5. Answers to the question: "WHY ARE THE CONDITIONS OF 
FUNCTIONING OF THE FORMER SPECIALIZED BANKS BETTER 
THAN THOSE OF THE NEW COMMERCIAL BANKS?" (in % of the 
respondents confident that SB conditions are better)*.  

 the sample 
on the whole 

SB NB 

More long-standing links with clients 78 100 51 
More opportunities to obtain centralized loans 74 56 90 
More reliable clients 56 89 29 
Better situation with offices and facilities 56 54 61 
Preferential capital & reserves/borrowed funds requirements 56 44 70 
More skilled personnel 37 67 10 
Higher probability of state support in case of bankruptcy 32 0 61 
More respectable founders 32 44 20 

* Respondents were invited to mark all the factors being of importance for 
them.  
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MORE LONG-STANDING LINKS WITH CLIENTS. The major part of the 

SB customers is represented by enterprises which were serviced in the course 
of many years by these banks when they were the branches or affiliates of the 
state specialized banks. SB themselves consider having old clients to be their 
main advantage — the factor was marked by all of them — and only by half of 
NB.  

 
MORE OPPORTUNITIES TO OBTAIN CENTRALIZED LOANS. Almost 

all the representatives of NB (90%) stick to this opinion while almost half of 
SB are of the contrary one.  

Which of them are right? Basing on the data of surveys, one might claim 
that most likely the latter: by the beginning of May, 1993, the share of 
centralized loans in borrowed resources was almost the same for SB and NB 
banks sampled — 41% and 40% correspondingly.  

 
MORE RELIABLE CLIENTS. On the average, SB give higher assessment 

of reliability of their customers (89% of the respondents as against 29% among 
NB).  

Clients of specialized banks are represented mostly by state or recently 
privatized former state enterprises; as regards NB, their clients are mostly new 
commercial structures. This situation was not only determined by starting 
conditions but, to a certain extent, was being reproduced later on. Thus, data of 
the May, 1993 survey show that discrepancies in priorities of SB and NB in 
granting loans are substantial. Half of SB still give preference to the state 
enterprises while among NB the corresponding figure amounts to only 16%. 
However, the fact that at present the other half of SB prefers clients of the new 
type might suggest that the strategies of the banks' assets management of the 
two types in question are growing similar.  

 
BETTER SITUATION WITH OFFICES AND FACILITIES. This issue 

hardly needs any comments given that SB have inherited their former offices 
while for NB this problem is the primary one: both prices of  
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premises and rent charges surpass the overall price index in all the large cities 
of Russia, and their level has become comparable with that of the largest 
European and American cities.  

 
PREFERENTIAL CAPITAL&RESERVES/ BORROWED FUNDS 

REQUIREMENTS. These requirements have been fixed at the level of 1:25 for 
former specialized banks, 1:20 — for the new commercial banks, registered as 
joint-stock companies, and 1:15 — for the new commercial banks, registered as 
partnerships. SB attach less importance to the granted privilege than NB do 
(44% against 70%). The latter, on the contrary, consider it to be an obvious 
discrimination.  

 
MORE SKILLED PERSONNEL. SB themselves assess the skill of their 

personnel higher than NB do (67% against 10%). The former also have fewer 
unfilled vacancies as far as skilled personnel is concerned.  

 

Table 6. Distribution of the answers to the question: "TO WHAT 
EXTENT ARE THE VACANCIES IN THE STAFF OF YOUR BANK 
FILLED WITH EXPERTS IN VARIOUS LINES OF BANKING 
ACTIVITIES?" (by the beginning of March, 1993, in % of the total 
number of the banks-respondents of each type).  

 SB  NB 
completely 30 30 
on the whole 60 40 
only by half 10 20 
not filled 0 10 

 
HIGHER PROBABILITY OF STATE SUPPORT IN CASE OF 

BANKRUPTCY. Discrepancy in the answers to this question between SB and 
NB was the most striking: among NB 61% consider this factor to be an 
advantage of SB. While among SB not a single respondent has marked it! One 
of the explanations of this discrepancy is that not a  
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single SB envisages possibility of its bankruptcy. Thus, none of them has given 
positive answer to the question about the threat of bankruptcy being real for 
their bank while every tenth NB believed that it was quite real.  

 

Table 7. Distribution of the answers to the question: "IS THE THREAT 
OF BANKRUPTCY REAL FOR YOUR BANK?" (by the beginning of 
March, 1993, in % of the total number of banks-respondents of each type).  

 SB  NB 
yes 0 11 
difficult to answer 20 33 
no 80 56 

 
MORE RESPECTABLE FOUNDERS. This factor was singled out by 2/5 of 

SB and only 1/5 of NB. It means that discrepancy has the same character as in 
assessments of the clients.  

 
* * * 

Gradually, old and new banks are growing similar. However, the process 
can not be treated straightforwardly: along with the old banks' 
commercialization the new banks are being partially "etatized" by integration 
into the system of centralized distribution of loans. Results of this "etatization" 
will be determined, to a considerable extent, by the scale of centralized 
crediting and principles underlying it.  

Apparently, no visible reduction in the scope of centralized crediting can be 
expected in the nearest future. In fact, the "ill" economy needs the state 
interference. As for the existing principles of centralized crediting, not 
implying the responsibility of either enterprises or banks for loans repayment, 
they only slow down the process of shaping of the financial system of the new 
type and reduce efficiency of the  
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governmental economic policy by giving birth to "disincentives" to economic 
activities.  

Recently, both the government and the Central Bank of Russia made certain 
steps in order to increase efficiency of the centralized financing of the 
economy.  

In particular, the government has:  
— created the Inter-Departmental Crediting Commission for selection of 

enterprises to be financed on the basis of "soft" centralized loans;  
— founded several state and semi-state (with state participation) institutions 

for the centralized financing of these projects (including Russian Financial 
Corporation, State Investment Corporation, Russian Bank of Reconstruction 
and Development etc.);  

— adopted the decree aimed at reduction of the number of commercial 
banks participating in allocation of centralized loans for the financing of the 
economy (see Official documents, this issue);  

In its turn, the Central Bank of Russia has: 
— declared its intention to cease both automatic extension of centralized 

loans granted to commercial banks and automatic covering of their debit 
balances;  

— promulgated the plans to allocate centralized loans at the market interest 
rates, on the competitive basis — through auctions.  

Despite their inconsistent and contradictory character the above mentioned 
steps, if introduced in the normal market economy, could facilitate the 
monitoring of centralized loans allocation and tighten budget constraints for 
commercial banks. However, they are unable to solve the problem of hardening 
budget constraints for the enterprises themselves. And without this one can not 
count either on the increase in the efficiency of the centralized financing, or on 
the establishment of market-type relations between banks and enterprises, or, 
finally, on further market transformation of the Russian banking system.  

 



 

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  

PARTICIPATION OF RUSSIAN COMMERCIAL BANKS 
IN STATE INVESTMENT PROGRAMS 
(Comments to the Decree by the Council of Ministers — 
Government of the RF "On Measures to Increase the Role of 
Banks in Implementation of State Investment Programs" of 
March 17th 1993.) 

There is no lack of serious drawbacks in the current system of the 
centralized allocation of credits. First, there are no clear criteria of selection of 
commercial banks through which the financing is carried out. Personal 
connections of the commercial banks' management with the top officials quite 
often play the decisive role. Second, there is no mechanism of efficient 
monitoring of credit allocation through the commercial banks. As a result, the 
use of a substantial part of these credits does not answer the initial purpose.  

All this hinders the state promotion of the investment activities in the 
productive sector, as well as its restructuring. In order to increase the efficiency 
of the public financing of the economy, on the 17th of March, 1993 the Council 
of Ministers of the Russian Federation adopted the Decree N 467 "On Measures 
to Increase the Role of Banks in Implementation of State Investment 
Programs".  

The Decree stipulates that this aim will be achieved mainly by limiting the 
number of institutions to carry out the public financing of the productive sector. 
Only large bank corporations will be allowed to allocate the centralized credits 
and will be granted the status of "the agent of the Council of Ministers — 
Government of the RF".  
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The Decree has granted this status to the only one bank corporation — the 

Joint-Stock Investment Commercial Promstroybank (JSICP)  
( АИКПСБ — Russian abbreviation). In particular:  

— JSICP priority is fixed in allocation of the directed loans, "assigned to 
finance the purpose-oriented state investment programs including the financing 
of the current expenditures of the enterprises covered by these programs";  

— a lumpsum preferential loan is granted at annual interest rate of 20% for 
10 years amounting to 15 bln rubles "to develop the bank network" (let us note 
that the market interest rates on loans are ten times higher now);  

— the intensification of activities aimed at development of the branch 
network is recommended, including the involvement of currently independent 
joint-stock banks — former branches and affiliates of the state Promstroybank 
(it is highly probable that the preferential loan "for the development of the bank 
network" is planned to be used for the buy-out of majority shareholdings of the 
former branches and affiliates of the Promstroybank);  

— local executive bodies are obliged to render support to JSICP including 
the selection of premises for the newly founded regional branches. 

Reference. JSICP is a juridical and actual successor of Promstroybank — the state 
specialized bank through which the financing of industry, construction, communications 
and transport was carried out. Promstroybank had 73 regional branches with more than 
700 local affiliates. At the turn of the 90s, the state Promstroybank being decentralized 
and commercialized, several hundreds of independent joint-stock commercial banks were 
established on its base. JSICP became the largest of them, incorporating 12 regional 
branches of the former state Promstroybank. By the time JSICP was created in November, 
1991, its share capital amounted to 2 bln rubles (this was the volume of the shares issue); 
besides, the sum of 10 bln rubles belonging to the former Ministry of Finance of the 
USSR was transferred to JSICP in order to form a special fund of long-term financing of 
the state enterprises. Nowadays, JSICP is one of the largest commercial banks of Russia 
and occupies the eighth place by the size of share capital and the third place by the size of 
assets (451 bln rubles as of 1.1.1993). In March, 1992, according to the Governmental  
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Decree "On Joint Stock Investment and Construction Bank (Promstroybank)" JSICP was 
already entitled to finance priority state programs of industry, transport and 
communications development. 

Simultaneously, the Decree instructs the Central Bank of Russia (CBR), the 
Ministry of Finance and other governmental bodies to work out a set of 
measures aimed at granting privileges to all the banks that are to become the 
agents of the government, including:  

— revision of the taxation rules for the banks aiming at tax exemption of 
their earnings on long-term loans and other kinds of investments in the frame of 
state purpose-oriented programs;  

— revision of the capital and reserve requirements for banks participating in 
the implementation of these programs;  

— simplification of the affiliates registration rules; 
— providing opportunities to draw funds from their hard currency accounts 

in Vneshekonombank ( for the time being "frozen" for all juridical persons).  
The Decree also charges the banks — governmental agents with 

responsibility for timely interest payments and redemption by enterprises of 
CBK loans, in the frame of the state purpose-oriented programs.  

*    * 
* 

The Decree under consideration reflects, first and foremost, the peculiarities 
of the situation having emerged in the banking sector of Russia by now. Under 
deep economic recession accompanied by the fall of savings rate and 
accelerating inflation, commercial banks find it progressively more difficult to 
attract funds. Centralized credits become the main source of borrowed 
resources. And access to them determines the competitiveness of the Russian 
banks to a growing extent.  

 



34 The Russian Economic Barometer  
Presently, competition for the opportunity to allocate the centralized credits 

becomes particularly tense. The largest of the new commercial banks that 
formerly isolated themselves from this activity, have started to compete for 
them. The situation has been additionally complicated by the establishment, 
within the last year, of quite a number of new state and semi-state institutions 
(Russian Industrial and Investment Fund, State Investment Corporation, 
Russian Bank of Reconstruction and Development, Russian Bank of Project 
Financing, Russian Financial Corporation) that also claim the preferential rights 
to allocate the centralized credits.  

As regards JSICP, for the first time since it was founded a serious threat to 
undermine its monopolistic position in the allocation of the state-subsidized 
credits has emerged. That is why JSICP was so much interested in one more 
legal acknowledgment of its special status and obtaining of additional 
privileges.  

Such is the background of the Decree under consideration which reflects a 
specific Russian version of competition going on in the lobby rather than in the 
marketplace.  

Being obviously lobbyist, the Decree at the same time contains certain 
reasonable points.  

1. The idea to allocate the state-subsidized credits for financing 
governmental purpose-oriented programs through a limited number of banks is 
constructive enough. It was repeatedly proved by the world practice. As a well-
known example, a West German experience may be given where after the 
World War II several banks were founded that specialized in public financing 
of the prior branches of the economy.  

2. The problem of increasing the responsibility of banks for the repayment 
of centralized credits allocated through them is very urgent and has been long 
waiting for solution. According to the data of CBR, by the beginning of 1993 
90% of the centralized loans were not repaid in time. It is highly probable that 
if the banks bore full responsibility, they would not compete so hardly for the 
allocation of those credits.  
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Still one can not expect that the adoption of the Decree will either result in 

substantial improvement of the system of the state-subsidized credits allocation 
and guarantees of their repayment or facilitate the investment activity and 
restructuring with the help of public financing.  

Thus, if we return to the comparison with post-war West Germany it appears 
vital to stress that the fact that West German banks successfully fulfilled their 
mission in the economic revival was determined by a number of conditions 
nowadays absent in Russia.  

— West German specialized banks possessed a clearly defined status of 
state or semi-state institutions reflected not only in the structure of their share 
capital, but also in the corresponding legal requirements concerning the 
structure of their assets and liabilities ( in particular, they were forbidden to 
attract deposits and carry out investments and trading in corporate securities). 
Whereas both JSICP and new commercial banks seeking to play the role of the 
governmental agents are the universal banking institutions. Moreover, granting 
of the status of a governmental agent to a bank does not imply (according to the 
Decree) any restrictions on its activity.  

— In West Germany, as well as in Russia, projects selection was carried out 
primarily by the state bodies. But in the former, the selection criteria were by 
far more strict. The state-subsidized credits were aimed at financing of capital 
expenditures in a limited number of leading industries being vital for the 
overall economic recovery. As for Russia, the formal criterion of granting the 
centralized credits is extremely indistinct (in compliance with the letter of the 
Ministry of Economy АШ 0-260/3-30 of 4.14.1993, enterprises of virtually all 
the branches including insolvent ones may claim such credits). And it is quite 
often that the funds obtained are used to finance not fixed but current assets. 
Moreover, the Decree states that this practice will be continued.  

— And finally, in West Germany the companies' attitude towards the public 
financing was completely different: first, because of their hard budget 
constraints and, second, because of the fact that the borrowers  
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were aware that public support was strictly limited in time. While in Russia, 
where bankruptcies have not yet become a reality, enterprises (in spite of their 
status!) continue to consider the centralized credits to be a regular source of 
financial injections similar to the state financing in centrally planned economy. 
And this perception is repeatedly confirmed by the practice of soft crediting of 
enterprises, i.e. extension of bad credits. Under these circumstances, the CBR 
and the Government will hardly manage to enforce the tightening of the budget 
constraints for the banks being proclaimed by the Decree. 

 



 

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 belong to manufacturing. 
Distribution of manufacturing enterprises in the sample roughly corresponds to 
that in Russia as a whole.  

The overwhelming majority of the 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 and the first half of 1993 the status of many surveyed 
enterprises changed: the share of state enterprises among them decreased from 
82% to 37% . 
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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 
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  
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the number of employed in the range of 100-500. 2/3 of the surveyed 
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, when 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 VII

I 
IX X XI XII I II III IV V VI VII 

1. output prices  94 67 69 60 63 62 66 55 67 75 78 74 83 81 81 81 75 76 81 
2. input prices  100 95 87 88 89 88 86 81 87 91 91 91 94 92 94 96 94 93 92 
3. output and input 

prices combined  97 81 78 74 76 75 76 68 77 83 84 82 88 86 88 88 84 84 86 
4. wages  95 82 75 63 68 76 67 62 68 71 68 74 76 76 77 83 81 80 81 
5. employment  45 39 39 40 34 31 32 28 30 29 33 31 32 32 37 33 35 34 40 
6. output  35 41 41 47 39 36 39 29 32 44 34 46 34 47 52 48 46 44 45 
7. order–book level 64 47 24 31 34 29 33 30 34 36 42 40 48 40 48 45 42 46 44 37 
8. stocks of finished 

products  45 76 68 65 67 66 73 66 62 59 52 48 55 51 55 54 57 56 50 
9. share of barter 

turnover   60 51 44 46 47 44 47 47 48 44 46 48 49 51 45 46 49 45 
10. output/input 

prices ratio   42 42 39 25 29 25 29 26 27 25 31 26 29 27 21 24 19 20 
11. credit terms 32 15 17 15 15 11 19 26 32 35 41 32 43 38 30 33 31 31 26 20 
12. capacity utiliza-

tion rate (diff.  
index) 

41 30 – 32 35 31 34 32 26 33 39 37 43 38 43 45 43 40 42 35 

13. capacity utiliza-
tion rate 
(absolute level)    70 78 73 77 75 73 74 73 78 76 76 76 79 77 77 73 75 
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). 

 



42 The Russian Economic Barometer  

 



Survey Statistics 43  

 



44 The Russian Economic Barometer  

READ IN FORTHCOMING ISSUE 

• Situation in Russian Manufacturing 

• Situation in the Banking Sector of Russia 

• Complete List of Laws and Regulations 

 on Privatization (Continuation) 

• Diffusion Indexes 
ALL  MATERIAL UPDATED 

 



The Russian Economic Barometer 45  

 
Please, send the order form to the address below: 
Xenia Netschajewa  
Schieferseite 21 
35630 Ehringhausen 
Deutschland 
————————————————————— 

ORDER FORM 
I/we order 

Russian Economic Barometer 
Quarterly Bulletin on Business Tendency Surveys 

 
Vol. I  1992  2 3 4 
Vol. II 1993 1 2 3 4 
Vol. III 1994 1 2 3 4 

The price is DM 20.-- for each issue (+ postage extra: 
DM 5.-- for Europe; DM 10.-- for non-european countries). 
Subscription for 4 issues is DM 80.-- (+ postage extra: 
DM 20.--for Europe; DM 40.-- for non-european countries). 

Company _____________________  __________________________  
Address ______________________  __________________________  
 ________________________________________________________  
 ________________________________________________________  
Telephone _______________________ Fax _____________________  
Date _________________________ Signature __________________  
 
I transferred the equivalent of DM ...... to the "REB" Representative in 
Germany: 

Ms. Xenia Netschajewa 
Kontonummer 22350094 
in der Sparkasse Wetzlar 
BLZ 51550035 
Wetzlar, Germany 

  

 



   
 

ATTENTION 

Those interested in further information on "THE RUSSIAN ECONOMIC 
BAROMETER" may contact:  

ELENA BELYANOVA — Institute of World Economy and International 
Relations, 23 Profsoyuznaya St., GSP-7, Moscow, Russia; Fax (OO7O95) 31O 
7O27; Tel. (OO7 O95) 128-81-O5; Telex 411678 IMEMO SU;  
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(4O1)863-757O, Telex 3792135 CFPD.  
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