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BUSINESS CONDITIONS 

CRISIS IN RUSSIAN INDUSTRY  

(based on the "REB" surveys,  

January 1992 – December 1993) 
Results of monthly surveys (see OUTLINE, this issue) of the Russian 

industrial enterprises' managers testify of the fact that in 1993, much as a year 

ago, decline in production was rather uneven. Only at 42% of the enterprises, 

OUTPUT grew up, whereas at the rest it decreased. In developed market 

economies, this indicator — DIFFUSION INDEX of the output — usually 

exceeds the 50% point under economic growth. And vice versa, under decline it 

falls below this point. 

Throughout the past year, it was not much that the Russian industry "lacked" 

to achieve economic expansion: on the average, but 8% of the enterprises 

determined, at any one time, that the tendency of production fall should persist. 

Obviously, the momentum of recession begins to exhaust itself. So in the case 

unexpected events are avoided (in the first place, wrong actions in economic 

policy after the new Parliament has been elected), the stabilization of the 

situation in industry might be anticipated to take place as early as in 1995.  

This suggestion is not altogether groundless. For example, let us compare 

the levels of diffusion indices in 1993 and in 1992. A year ago (in 1992), 

monthly growth in OUTPUT was recorded, on the average, by 39% of the 

producers. If the circle of enterprises, increasing their output, continues to 

enlarge at the same pace, in 1995 the 50% point will be nearly achieved and the 

Russian economy will be probable to reach "the bottom" of the crisis trough. 

Analysis of the similar indicator on ORDERS suggests similar conclusions. 

In 1992, the order book showed monthly growth only at 36% of the Russian 

enterprises, while in 1993 — already at 41%. A likely  
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leap in the diffusion index more — and in 1995 the order book will begin to 

grow at the majority of enterprises. Which may serve as a pre-condition of 

economic growth. Much the same results are yielded by the study of STOCKS 

OF FINISHED PRODUCTS. Throughout 1992, inventories accumulated, on 

the average, at 62% of the enterprises (possessing any amount of them). A year 

later — at only 57%. Contrary to the two former indicators, for the latter the 

favorable tendency is not upward but rather the opposite one. As for the rest, 

situation is quite analogous — but 7 percentage points are left to reach the 50% 

level — almost as much as the relative change in diffusion index amounted to 

in 1993. 

Unfortunately, those promising signs are not sustained by month to month 

dynamics of the three considered indicators "within" 1993: since the sharp shift 

in the positive direction in Winter of 1992/93, further on they changed chiefly 

in an adverse manner (see DIFFUSION INDICES, this issue, series 7, 8). 

Neither any optimism is breathed by changes in relative LEVELS of 

inventories and orders. During the whole 1993, the volume of orders (taking 

their usual monthly volume for 100%) tended to reduce, and vice versa, the 

corresponding indicator for volume of inventories — to increase. In sum, 

whereas in the beginning of 1993 they both made 91-92% of the usual (for 

February) level, in December of 1993 there formed an unhappy gap between 

them: inventories grew up to 104% and orders shrunk to 74%. It is the lot of 

future to clarify to what extent this gap is capable of bringing the positive 

changes, recorded by the diffusion indices, to naught. 

Incidentally, it should be noted that the word "usual" in the context is not 

completely adequate to the term conventionally used in application to market 

producers. For the most of managers of the former state enterprises, conditions, 

under which their economic units are performing during the last 2 years (pro-

market reform overlapped by crisis), are perfectly unusual. The former 

standards belong to the past, while the  
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new ones are not elaborated yet. That is why the above given data ought to be 

interpreted with certain circumspection. 

For instance, the relative increase in inventories may witness both the 

overstocking (which is negative), and marketwise changes in the producers' 

behavior (which is positive). The latter should be accounted for the more so that 

the volume of inventories, optimal by market criteria (particularly, the 

managers' personal ideas of them), is an unknown quantity under the current 

situation in Russia.  

The already stated is true in regard to the volume of orders as well. In the 

case with them, explanation bearing in itself certain hopes is quite possible. The 

orders reduction by year-end 1993 relative to the "usual" level was less than the 

fall in production (taking for the counting point the pre-crisis maximum level of 

1990-1991). Which means that, actually, accumulation of potential demand was 

going on, saturation of the latter being the possible basis for stabilization. 

Scarcely any optimism may be inspired by analysis of the EMPLOYMENT 

indicator. Throughout the period considered, its diffusion index stayed at 

extremely low absolute level — 34% — and almost has not increased at all. 

Even in the case the above-mentioned favorable tendencies persist and in 1995 

the production stops to reduce and, perhaps, begins to grow up, employment at 

the surveyed enterprises is sure to be influenced by the process to an 

insignificant degree: it will continue to decrease as formerly. 

Throughout the whole 1993, the CAPACITY UTILIZATION RATE 

remained extremely low. Estimated relatively to the level normal (from the 

point of view of respondents) for every given month, this indicator fluctuated 

within the range of 70 to 79%. In 1992, the range was almost the same: 70 to 

78%. Such capacity utilization rate may impress as high enough, if the output 

reduction is allowed for (taking for the counting point the pre-crisis maximum, 

it amounted to 40-50% in 1993). In certain countries, the similar rate of 

capacity utilization corresponds to cyclical growth. 
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This paradox may be explained in two different ways. First, under centrally 

planned system, "the normal capacity utilization rate" often meant 100% 

utilization. Hence some over-estimation of the current standard by the managers 

of the most enterprises. Second, one should account for the high obsoleteness 

of fixed assets in the Russian economy. Under the low investments level, it 

results in rapid reduction of the physical volume of fixed assets. Indeed, 

throughout the 1992 taken alone, the overall VOLUME OF CAPACITIES 

decreased by 11-12% if compared with the 1991 (according to estimates by 

respondents). The process went on in 1993: as against the previous year, 

capacities reduced by 9-10% more. 

Similarly, the INVESTMENT activity was kept at extremely low level. 

Whereas in October of 1992 30% of the surveyed enterprises reported having 

bought no equipment in the course of 2 and even more months, in October of 

1993 (a year later), the number of such enterprises doubled and amounted to 

63%. On the whole over the surveyed industrial enterprises, the actual volume 

of capital expenditures was twice lower the 1992 level. 

As concerns the INFLATIONARY TENDENCIES, they spread wide. 

During 1993, output prices rose, on the average per month, at 79% of the 

enterprises, while a year ago — only at 70%. Corresponding indicators on the 

input prices are 94 and 90%, and on the wages — 76 and 72%. One might 

assert that the inflationary expectations of the managers of the Russian 

enterprises have settled now and may prove hard to be counterworked. In the 

course of 1993, the diffusion index of anticipations concerning the overall 

prices growth was never less than 90%, while in the second half of 1992, on the 

contrary, it never exceeded this level (data on the first half of 1992 is not 

available). 

For the most of producers, the PRICES STRUCTURE has suffered visible 

deterioration. Every month from February to December of 1992, the growth in 

input prices lagged behind that of the output ones at 31% of the enterprises on 

the average. Whereas during the corresponding period of 1993 — only at 23%. 

Throughout the whole lapse of time, 
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 when the REB surveys yielded the respective data (i.e. since February, 1992), 

the diffusion index of the given indicator keeps firm lower the 50% point. And 

what is more, the downward tendency does prevail. 

 While in the first post-liberalization months, the prices structure improved 

for approximately 40% of the enterprises, in 1993 the diffusion index failed to 

step over the 30% level and fell down to 19% in October, 1993. Incidentally, 

the negligibility of this indicator in itself supports that this component of 

recession is also nearly exhausted and 1995 is likely to lead to improvement in 

the prices structure at a significant part of the Russian enterprises. 

Among the factors capable to liven up the Russian industry in 1995, the 

credit and financing leniency will be one of the least significant. In 1993, only 

26% of the enterprises experienced the amendment of TERMS OF 

RECEIVING THE BANKING CREDIT — almost the same share as in 1992. 

Besides, throughout the mentioned period did prevail a pronounced tendency 

for this indicator reduction — from 38% in January to 19% in December of the 

past year (see DIFFUSION INDICES, this issue, series 11). 

In the course of the whole 1993, the overwhelming majority of the 

enterprises estimated their FINANCIAL CONDITIONS either as "bad" (63%), 

or as "normal" (35%). Hardly more than 2% dared to call them "good". 

Estimates of future changes did not strike as optimistic too. One might maintain 

that along with inflationary expectations, the Russian industrialists have 

conceived steady expectations of further deterioration of financial situation. 

On the whole, 22% of the Russian enterprises enter the 1994 with excess — 

relatively to the anticipated state of demand — of employed, and 34% — with 

excess of capacities. The opposite groups (of those who suffer the lack of both) 

contain 22% and 15% correspondingly. The point is whether anticipations in 

regard of demand prove true. 
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ENTERPRISES UNDER DECENTRALIZED BANKING 

SYSTEM 

(based on the "REB" surveys, July 1992 — November 1993) 
The most significant institutional reform, having been implemented 

throughout the last 5 years in the financial sector of Russia, consists in the 

banking system decentralization. As early as 1987, each enterprise was serviced 

by one of the three state specialized banks. While nowadays more than 1800 

commercial banks are operating in Russia: 1/3 of them being the corporatized 

former local affiliates of the former state specialized banks, and the other 2/3 — 

newly created commercial banks. 

The banking system decentralization resulted — for the enterprises -chiefly 

in the matter of fact liberalization of their credit relations with banks, i.e. in 

cancellation of strict "attachment" to the single bank. At present, many newly 

privatized enterprises stay to be customers of one of the now independent 

affiliates of the former state specialized banks that have serviced them for years 

and years. But at the same time, they are enabled to apply for a loan to other 

commercial banks. 

Resorting to this opportunity has not as yet become a common fact — still it 

has spread widely enough. Indeed, according to the "REB" data (see 

OUTLINE, this issue), the share of enterprises, having received loans from 2 or 

more banks, showed steady growth during the last 3 years and in 1993 reached 

1/3: 

1991 ....................................... 6% 

1992 ..................................... 29% 

1993 ..................................... 32% 

Against the background of disastrous situation at the main bulk of Russian 

enterprises, the fact that they are anxious to find new providers of loans is not 

in the least striking. What really strikes is that they do manage to find them. In 

this connection, a question is quite natural: what enterprises succeed in 

receiving loans from subsequent creditors, other than their customary bank?  
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To answer this question, let us compare two groups of enterprises-

respondents: those having received loans from two or more banks (A group) 

and those having received loans from one bank (B group). 

In the conventional market economy, one should expect that the A group 

comprises enterprises with relatively more stable financial position. Surveys, 

however, do paint a totally different picture: 3/4 of enterprises, having got loans 

in two or more banks, were constant assessing their financial conditions as 

"bad", while in the B group — no more than 2/3 did the same. 

Table 1. DISTRIBUTION OF ENTERPRISES BY THEIR FINANCIAL 

CONDITIONS (as of the moment of survey, % of respondents in each 

group) 

 March 1993 June 1993 September 1993 

Financial conditions A B A B A B 

good  4 3 0 2 0 3 

normal  21 47 25 33 24 32 

bad  75 50 75 65 76 66 

 

And still one more indicator of the enterprises' financial conditions: a 

proportion between revenues and expenses. Here as well a similar result is 

manifest: at more than one half of the enterprises from the A group (57%), 

expenses exceeded revenues in the first half-year of 1993, whereas in the B 

group such enterprises were twice less numerous (29%). 
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Table 2. DISTRIBUTION OF ENTERPRISES BY PROPORTION 

BETWEEN REVENUES AND EXPENSES (throughout the first half-year 

of 1993, % of respondents in each group) 

 Groups of enterprises 

 A B 

revenues greater than expenses 36 55 

revenues equal to expenses 7 16 

revenues less than expenses 57 29 

 

During the last 2 years, steady — recurrent over surveys — discrepancies 

between enterprises of the two groups were revealed in changes in output. In 

the A group, it reduced by far more rapidly than in the B group. 

Table 3. CHANGES IN OUTPUT (throughout the half-year preceding the 

survey, %) 

Groups of 1992  1993  Average  

enterprises  June  Dec. March  June  Sept. over 5 surveys 

A –11 –4 –4 –8 –11 –7.6 

B –5 –2 –1 –7 +1 –2.6 

 

When compared by their answers to the question on the production limiting 

factors, the A group proved to contain the steadily greater share of enterprises, 

complaining of shortages of financial resources, than the B one. 



Business conditions                                                                                                          11  

Table 4. SHARE OF RESPONDENTS HAVING REPORTED THE 

"SHORTAGE OF FINANCIAL RESOURCES" AS A PRODUCTION 

LIMITING FACTOR (% of respondents in each group) 

Groups of 1992  1993  Average  

enterprises  June  Dec. March  June  Sept. over 5 surveys 

A 58 75 67 79 77 71 

B 38 60 58 60 66 56 

 

Thus, greater activity in seeking for credits of the A group respondents is 

explained by the data just cited: the main motive force, pushing them to search 

for additional sources of financing, is their poor economic performance. In 

general, such strategy of enterprises is quite comprehensible; moreover, it might 

be regarded as an evidence of pro-market modifications in their behavior. 

How is the banks' behavior, their leniency towards loss-suffering enterprises 

to be explained though? 

Granting loans to the enterprises by the "first" — basic — bank is accounted 

for in a rather simple manner. As a rule, it is via this bank that the centralized 

loans are provided, the significant part of which was granted — throughout the 

period considered — to the enterprises with grave financial position. Besides, 

the "first" bank was capable of continuing to finance enterprises at the expense 

of resources, attracted by the bank itself because of formerly sunk costs. 

As for making the subsequent banks finance insolvent borrowers (which is 

done, as a rule, exclusively at the expense of resources attracted by the banks 

themselves!), this phenomenon seems unexplainable in the framework of 

conventional conceptions. Nowadays, solvent enterprises are rather an 

exception than a rule for the production sector in Russia. So one would expect 

that to minimize the risk of granting loans, banks should reduce — not increase 

— the industrial sector financing (which is done in quite a number of cases — 

see "REB" 1993, Vol.2, No.3). The more this concerns enterprises whose 

financial  
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conditions are worse than on the average. What guides the banks to choose the 

opposite way? 

From our point of view, one of the chief reasons of such abnormal banks' 

behavior lies in the fact that it is enterprises in distress (the A group) that enjoy 

preferences as to the state support. And in case banks dare to attract new 

borrowers from the production sector, they choose enterprises not on the basis 

of their solvency, but by the scale of state support at their disposal. And this is 

not altogether devoid of rationality, since under current circumstances in 

Russia, it is borrower's preferences as to the state support that may serve as a 

warrant of reimbursement of commercial loans granted to him. 

Data on the structure of financial sources at the enterprises of the two groups 

testifies of this supposition (Table 5). Throughout the first half-year of 1993, 

almost one half of funds' uses of the A group enterprises were covered from the 

external sources. And what is more, the main external source was constituted by 

government loans and subsidies. As for the B group enterprises, less than one 

third of their funds' uses was covered from external sources, while non-

government resources occupied the leading position. Thus, in A group 

proportion between government and non-government sources made 2:1, 

whereas in B group — 1:2. 

Table 5. STRUCTURE OF SOURCES OF FUNDS AT THE 

ENTERPRISES OF THE TWO GROUPS (shares in the total sources  of 

funds in the 1st half-year of 1993, %) 

 A B 

All the external sources ..................... 47 .................... 31 

there comprised: 

government ......................................... 31 .................... 10 

non-government ................................. 16 .................... 21 

 

As still one more indirect corroboration of the presented hypothesis, one 

might cite the comparative size of enterprises from the two groups.  
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From one survey to another, the average number of employed at the 

enterprises, included in the A group, was 1.5-2 times higher than in the B 

group. It is generally acknowledged, however, that it is large enterprises that 

got state support in the first place. 

At the same time, we should stress that forms of ownership did not play sig-

nificant role in the matter. In both groups, the share of privatized enterprises 

was almost the same throughout the whole period considered (though it has 

grown more than twice and by November of 1993 reached 68%). 

Thus, the banking system decentralization represents a necessary, but not in 

the least sufficient condition for pro-market modification of relations between 

enterprises and commercial banks. And until government continues to play 

paternalistic role towards enterprises, conventional market criteria cannot 

prevail for banks in selecting borrowers. 



 

S T U D Y I N G  T R A N S I T I O N  

LABOR MARKET IN 1993 

R.Kapelyushnikov, S.Aukutsionek 
It is for quite a period of time that situation on the labor market of Russia 

attracts attention of experts by its "curiosity". "Curiosity" consists in the fact 

that, at first glance, no significant events occur in the area. In 1993 like in 1992, 

the 5-6% unemployment was anticipated by the official forecasts. During the 

two years, however, the actual indicator of unemployment (being an official one 

as well) fluctuates about the 1% mark. Moreover, from April to September of 

1993, a certain improvement was recorded: the number of unemployed and 

sacked decreased, the number of vacant places grew up. For all that, both the 

industrial production index and GDP fell down by more than 1/3. This di-

vergence between expectations and reality, being both recurrent and significant, 

along with dissimilarity to the situation on the labor markets of other post-

socialist countries, needs to be clarified. 

First, is there really no massive unemployment in Russia and if so, how 

could the fact be combined with the profound economic crisis? 

Second, if not, in what do the pro-market shifts on the Russian labor 

"market" manifest themselves and do they really take place? 

1. Low Unemployment: Reality or Statistical Phantom? 

The phenomenon of apparent absence of massive unemployment in Russia 

may be explained in various ways, partially excluding — while partially 

completing — each other. 

The first explanation is that low indicators of unemployment are barely 

statistical phantom, produced by imperfect informational basis, and that actual 

level of unemployment is by far higher. This opinion is not without ground. 

Methods of employment indicators calculation,  
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conventional for Russia, differ from those based on standards practiced all over 

the world. The sole problem is whether this explanation suffices? From our 

point of view, it does not, and we are going to substantiate the fact. 

First, the rate of unemployment is calculated in relation to the population, 

capable of working, and not to the labor force (the latter includes employed + 

unemployed). Besides, not everyone, who applies in the employment agencies, 

gets the status of unemployed. Significance of these factors is not great. By our 

estimates, the rate of unemployment in the middle of 1993 would increase from 

0.85% to 1.4%, if they are taken into account. 

Second, the number of unemployed is defined by records of the employment 

agencies and not in the course of special surveys of population, quite common 

in most countries. As a rule, the latter method yields higher indicators of 

unemployment, since it takes into consideration all unemployed independently 

of their registration at the labor exchange. For Russia, discrepancy between the 

two indicators may be especially palpable, if we take into account unusualness 

for the Russians of such institution as employment agencies. But even under a 

strong assumption of the mistake being equal to 100%, we obtain a level of 

unemployment of but 2.8%. 

Third, one should take into consideration workers on extraordinary leave 

without pay or with part-pay as well as unemployed missed by the Russian 

statistics. According to the Goskomstat data, throughout the first half-year of 

1993, 2818 thousand of people have been on such a leave (18 days long on the 

average). This means that at every given moment of time approximately 0.5-

0.6% of the labor was on leave [1]. Thus, overall indicator of unemployment 

rises up to 3.3%. 

Fourth, and final, it is often proposed to add to unemployed persons working 

on the part-day or part-week basis. Judging by official data, as of the end of the 

first half-year of 1993 their number amounted to 924.3 thousand of persons, 

which equals 1.3-1.4% of the labor force. Although including this group into 

unemployed (usually, it is not done) 
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 may be argued, this operation draws the overall level of unemployment only to 

4.7%. 

Thus, even measured by international standards, the unemployment does not 

exceed the so called "full employment" rate, i.e. 4-5%. One may wonder, but 

the same conclusions can be arrived at by a perfectly different way. According 

to the data of various sociological surveys, in the middle of 1993 about 6% of 

the labor force ranged themselves among unemployed [2]. The figure is obvious 

to be extremely near to that obtained above. Moreover, gap between them may 

be further diminished by taking into account the two following circumstances: 

first, such surveys embraced only urban population (where unemployment is 

higher) and second, they are based not on rigorous criteria but on self-estimates 

by respondents (which also renders the result higher). 

The other countries experience demonstrates that unemployment at the level 

of "full employment" means high demand on labor and stability on the labor 

market. The evidence that such stability was a matter of fact in 1993 is testified 

of by numerous surveys of public opinion. If a significant share of population 

found itself on the verge of unemployment, this problem would undoubtedly 

have been one of those causing anxiety among the Russians. In 1993, however, 

it occupied only the third place by importance (the two first ones were given to 

inflation and crime). 

2. Three Approaches to Account for Low Unemployment. 

Indeed, how is the low unemployment to be explained in case it is not 

merely a statistical phantom? How to combine it with drastic market reforms 

(which — in spite of all — are developing intensely enough) and with profound 

crisis? Answer to these questions is proposed to be derived from peculiarities of 

the Russian enterprises' economic behavior. At least three approaches may be 

discerned here, tentatively named "financial", "privatizational" and 

"paternalistic". 
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2a) "Financial" Approach 

In the framework of "financial" approach, persistence of high demand on 

labor on the part of enterprises and absence of massive dismissals are explained 

by the fact that Russian producers have not yet had to face really hard financial 

constraints. Reduction in demand on their own production and deterioration of 

financial situation are regarded by them as temporary phenomena that may be 

outlived without massive sacking. Taxation system peculiarities push in the 

same direction: enterprises may prefer not to dismiss, but to transfer to the work 

at minimum (or close to the minimum) wages, which opens way for avoiding 

additional tax. 

Thus, the World Bank survey revealed that in 1992 approximately 5% of 

employed in the Russian industry got minimum wages [3]. 

Arguments of the kind are not altogether groundless. Without much risk, one 

might assert that conscious "hoarding" of the work force, pending better times, 

is widely spread among the Russian enterprises' managers. And still its scale — 

if we consent that this phenomenon is due exclusively to the "crisis outliving" 

motive — cannot fail to excite stupefaction. 

It is long ago that reduction in demand and output have proved to be of a 

long-run character. There is no lack of instances, when — at a definite 

enterprise or in the branch on the whole — the number of employed decreased 

no more than by 10-15%, notwithstanding reduction in output of 40-50%. That 

is to say, that the labor "hoarding" is being observed even in those cases, when 

enterprises find themselves in extremely grave economic and financial situation. 

This seems especially surprising if we account for the weak trade unions and 

absence of reliable legislative protection of hired employees. One would expect 

that under the circumstances, nothing can prevent managers from actively 

sacking the excess work force. 



18                                                                                   The Russian Economic Barometer  

2b) "Privatizational" Approach 

Sometimes the labor "hoarding" is connected with the privatization process. 

It is stated that in this event, the enterprises' managerial boards are interested in 

"sweetening" their staffs and so do not venture to sack the excess workers. In 

some researches, it is added that the privatization option, in the frame of which 

the control stake of shares is left at disposal of the workers' collective, is apt to 

creation of enterprises of the "Yugoslav" type and to "hoarding" of excess labor 

force. 

This hypothesis is hard both to be sustained or rejected. But one should not 

forget that in the end, economy with self-managed enterprises of Yugoslav type 

leads not to excess, but to insufficient level of employment and thus gives birth 

to open unemployment. Besides, the role of privatization may possibly be 

treated in quite an opposite way: while privatizing, numerous conflicts arise, 

and the managerial board, in an attempt to get rid of "opponents", carries out an 

active policy of massive dismissals. 

2c) "Paternalistic" Approach 

And finally, the labor "hoarding" may be well caused by social-cultural 

factors. In the Soviet economy, a "universalistic" model of enterprises 

prevailed, within which an enterprise represented something more than a merely 

production unit. It was rather a kind of productive "macro-family" or "mini-

state". For its workers it constituted not only a source of income, but also of 

food-stuffs, dwelling houses and vouchers to sanatoriums, warrants to the 

training, child welfare and medical institutions, etc. The members of a 

collective were tied by close social relations not to be reduced to merely place-

of-work contacts. 

Such relations can not be disrupted immediately. It would unavoidably take 

some time to depart from the "universalistic" model. By certain evidences, the 

process develops intensely — enterprises refuse maintenance of non-production 

institutions (kinder-gartens, palaces of culture, etc.) and transfer the 

departmental houses to municipalities  
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and the like. But in any case, this departure will be of a partial nature and 

performed by stages. 

Throughout years and years, between the enterprises' management and 

workers' collectives relations were getting shaped, which have not been yet 

undermined by privatization, but — in numerous instances — the latter struck 

on the opposite end. For example, while in 1992 48% of the surveyed managers 

of the Russian enterprises were "satisfied" with their collectives, 40% — "partly 

satisfied and partly unsatisfied", and 11% — "unsatisfied", in 1993 answers to 

the similar question were distributed as 72%, 26% and 2% [4]. 

By the "paternalistic" factor one might explain why the excess labor is 

disengaged not by large casts, but gradually, by small portions, and the process 

is accompanied by active use of such intermediate forms as transfer to the part-

time work, giving leave without pay, transfer to the work at minimum or nearly 

minimum wages, etc. This practice may be regarded as a Russian variant of 

"job-sharing". As a result, the unemployment burden is not concentrated in 

narrow groups of population, but is, as it were, "smeared" over considerably 

wide range of the labor force. All the possible intermediate forms serve here as 

a social "safety device". 

3. Some Empirical Evidences of Pro-Market Shifts 

When the absence of massive unemployment is explained chiefly by the 

"paternalistic" factor, a key is obtained to comprehension of the current 

situation on the Russian labor market and, at the same time, a question arises: in 

what degree this market does exist? In particular, can one state that in spite of 

strong "paternalistic" tendencies situation in the area develops marketwise? The 

answer to be substantiated below is "yes". 

There is not a slightest doubt that if hire and fire practices were completely 

regulated by market laws, we would witness the rampant reduction in 

employment on the scale comparable with that of fall in output and GDP (much 

like during the Great Depression in Western  
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countries). From this point of view, the low level of unemployment and 

especially its small mobility may testify of slackness of the market stereotypes 

being shaped in the area. 

Open unemployment is, however, only one of the signs of pro-market 

evolution — perhaps, a sufficient, but hardly a necessary one. Under present 

circumstances in Russia, unemployment is mainly latent. Hence an opposite 

view on the described phenomena: shaping of market relations develops rapidly 

enough, but should be measured by other parameters. Let us consider certain 

data of the "REB" surveys (see OUTLINE, this issue), indirectly sustaining that 

this conclusion is at least not without ground.  

First of all, one should doubt the official estimates of the scale of latent 

unemployment. One of its indirect indicators is the shortened working week. 

According to the Goskomstat data, in the end of the first half-year of 1993, only 

4% of the labor in the Russian industry was not full-employed. But the figure 

reflects rather nominal than real situation. As is seen from Table 1,  actual 

duration of the working week was  

TABLE 1. DISTRIBUTION OF INDUSTRIAL ENTERPRISES BY THE 

WORKING WEEK DURATION (August 1993, 110 enterprises) 

 Working week duration, hours 

 less than 36 37-42 more than 42 

Share of enterprises(%) 15 79 6 

Average wages in the given group(thousands 

of rubles per month) 38 57 62 

Separation rate (%, annual rate) 28 23 22 

quit rate (%, annual rate) 13 10 13 

lay-off rate (%, annual rate) 15 13 9 

 

below 36  hours at 15% of the enterprises in the least. And this means that the 

personnel of such enterprises worked on the short week . Certainly, at some 

enterprises the full working week amounts to less than 40 hours. But even 

taking into account this circumstance,  
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discrepancy with official data is too great and testifies of the fact that the scale 

of partial employment in the Russian industry actually by far exceeds the 

official one. 

The above-given data proves that qualitative shifts in the character of 

employment in the Russian industry have already occurred. Massive dismissals 

are really absent, while idle labor is a massive phenomena. Is the pro-market 

evolution probable to develop under the circumstances? In our opinion, it is, in 

case the latent unemployment charges itself with certain functions of the open 

one, i.e. the former becomes somewhat similar to the latter. Such similarity is 

observed. In this connection, let us dwell upon three points characteristic for 

enterprises with low degree of manpower utilization and speaking in favor of 

the fact that certain similarity between the two forms of unemployment does 

exist under the current conditions in Russia. 

What attracts attention in the first place is strong correlation between wages 

and working week duration. Aggregated data smear this tendency, but still show 

distinctly enough that wages of the part-time employed are by far lower than 

full-time ones. That is to say, that gap in wages is appreciable enough to make 

the part-time workers search for another job. 

Second, the searching activity of persons on short-week is really higher as 

compared with the level average over the sample. Though this exceeding is 

caused chiefly not by voluntary choice of persons, but, in the first instance, by 

actual situation at the enterprise. This conclusion is suggested by highly distinct 

dependence of the lay-off rates upon the working week duration: 15%, 13%, 

and 9% (ranged by the growth of the working week). 

And third, similarity between hidden and open unemployment is further 

enhanced by the fact that the former, as one may judge, serves as one of the 

sources of the latter. Indeed, the lay-off rate is the highest at the enterprises with 

short working week. It is natural to suppose that this group of population is the 

first to supply the number of "really" un- 
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employed. At the same time, quitting persons, as a rule, leave the enterprise, 

when they have already found new jobs.  

Besides the high level of partial employment, in 1993 the Russian labor 

market was particular for the labor turnover rate great enough. The latter is 

defined by the ratio of arithmetic mean of the number people who left and 

entered the enterprise to the total number of the work force. As the Table 2 

shows, rise in turnover rate is being 

TABLE 2. LABOR TURNOVER RATE (%) 

Over industry on the whole *) 

1985 ..................................................... 13 

1990 ..................................................... 14 

1991 ..................................................... 15 

1992 ..................................................... 19 

Over the "REB" sample **) 

1993 ..................................................... 21 

*) Rossiiskaia Federatsia v 1992 g. Statistics Annual, Moscow, 1993, p.390. 

**) Data over the first half-year of 1993, extrapolated for a year. 

 

 observed throughout several years. Still after the price liberalization the 

process did accelerate sharply: as against the 1985-90, the labor mobility has 

grown by 1.5. What is the background of this leap? And can it be interpreted as 

an evidence of pro-market evolution of the Russian labor market? 

To answer this question, let us compare two groups of enterprises: with 

wages lower the level average over the sample (LW) and with those higher the 

average one (HW). The turnover rate equaled 23% in the first group, whereas in 

the second — only 19%. In this indicator structures, the difference was much 

greater (see Table 3). In the first place, this is true for the quit rates. In the LW 

group, their value was twice greater than in the HW one: 16% and 8% 

respectively. The rest components of mobility in the two groups were close 

enough. 



Studying transition 23  

Fragmentary as this data may be, in our opinion it permits to arrive at 

perfectly definite conclusions in respect of the economic agents' behavior on the 

labor market in 1993. These conclusions differ visibly for the labor employees 

and employers. 

Employees behave themselves clearly marketlike. Evidently, the wages level 

produces a regulating impact on the labor migration flows. To the extent it 

depends upon employees, they seek for high wages  

TABLE 3. TURNOVER RATES AT THE ENTERPRISES WITH HIGH 

AND LOW WAGES (data over the first 6 months of 1993 extrapolated for 

a year, %) 

 Enterprises with wages 

 lower than the 

average one (LW)  

higher than the 

average one (HW) 

1. Separation rate 28 18 

1.1. Quit rate 16 8 

1.2. Lay-off rate 12 10 

2. Hiring rate 18 20 

3. Share of enterprises, where the number of job-

seekers exceeded the number of hired 43 64 

4. Turnover rate (4)=[(1)+(2)]/2 23 19 

5. Average wages for the moment of survey 

(thousands rubles) 36 78 

NOTE: For convenience in comparing with the previous tables, the survey estimates of 

mobility and its components (relating to the first 6 months of 1993) have been 

extrapolated for a year by multiplying them by 2. 

and fly away from the low ones, as they are supposed to do in the normal 

market economy. This easily explains the most appreciable discrepancies 

between the two groups of enterprises in Table 3: 

— comparatively great number of employees voluntarily leaving the 

enterprises of the LW group (line 1.1), 

— high frequency of reports by respondents from the HW group of the 

number of job-seekers exceeding the number of hired (line 3). 
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As for the behavior of the employers (enterprises' managers), market features 

are scarcely discernible here. Other things being equal, it is natural to suppose 

that enterprises from the LW group are, on the whole, in a more grave situation 

than those from the HW one. And so parameters of personnel hiring and 

dismissing should differ in one way or another. But they do not: the numbers of 

dismissed (against their will) almost coincide (12% in LW and 10% in HW); 

just the same concerns the hiring rates (18% and 20% respectively). It seems 

that but for the activity of the workers themselves, the employment indicators at 

the enterprises of the two groups would hardly differ at all. While difference in 

wages is twofold! 

Still anyone can see that small as are the discrepancies in behavior of the 

two groups, they do strengthen (not weaken) the influence of market tendencies 

on the labor mobility. In the LW group, the lay-off rates are all the same 

relatively higher and the quit rates — relatively lower than in the HW group. 

By no means on the contrary! In our view, this is quite a symptom. Low 

flexibility of the Russian enterprises' behavior on the labor market is obvious to 

once more point out the "paternalistic" inclinations peculiar to the managerial 

corps of the Russian industry. But evolution of its behavior, as yet looming, is 

already directed marketwise. 
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Research Institute of Television and Broadcasting, Head Informational and 
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products to be converted into joint-stock societies with fixing 51% of 
shares in federal ownership). // Ibid., 1993, No.52, A.5082.  

On Elaboration and Implementation of Non-Budget Financing of Investments 
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Appendix 1. Decrees by the President of the Russian Federation, 
Recognized Ineffective. 
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Appendix 2. Legislative Instruments, Recognized Ineffective and 
Inapplicable by the State Bodies, Bodies of Local Self-Government and 
Executives thereof. (In particular, recognizing ineffective Law of the 
RSFSR "On Personal Privatization Accounts and Deposits in the RSFSR", 
a number of articles of Law of the RSFSR "On Property in the RSFSR", 
Law of the RSFSR "On Enterprises and Entrepreneurial Activity", Law of 
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Russian Federation. Decree by the President of the RF of December 24, 1993 
No.2284. 
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(To be continued in "REB", 1994, Vol.III, No.2) 

BANKS AND PRIVATIZATION: LEGAL FRAMEWORK  

(continuation, for the beginning see "REB" 1993, Vol.II, No.4) 
II. More detailed regulations of the above-mentioned functions of the banks 

participating in privatization are contained in a number of NORMATIVE 

ACTS adopted by the Presidential and Governmental Decrees, ministerial 

instructions and orders, regarding various aspects of the privatization model 

introduced in Russia. It should be noted that some of these regulations (in the 

text, they are marked by () ) have been considerably modified by the New 

State Privatization Program for 1994 (see Section III). However, they will stay 

effective until the work is completed on bringing them in conformity with the 

Program. 

1) Documents regulating the privatization procedure: 
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— Decree by the President of the Russian Federation of December 29, 1992 

No.341 "On Speeding up of Privatization of State and Municipal Enterprises". 

The Decree enacts 7 provisional statutes on different methods of 

privatization (sale of enterprises or their shares through tenders, auctions, etc.). 

The text of the document implies that banks may use all the authorized methods 

for purchasing enterprises under privatization  

(). "Provisional Statute on Procedure of Filing, Registering and Taking for 

Consideration of an Application for Privatization of a State or Municipal 

Enterprise in the RF" (Appendix N 1) does not exclude banks from the number 

of juridical persons enabled to file an application for privatization either 

(Article 1). 

Moreover, Appendix N 7 "Provisional Statute on Activities of Commissions 

on Privatization" directly concerns the banks' possible functions in consulting. 

Article 5 pointing out that the commission is endowed with the right "to attract 

to its work experts, specialized auditors, consulting firms and other institutions" 

specifies no limitations on the banks' participation in these activities. 

— Decree by the President of the RF of July 1, 1992 No.721 "On 

Organizational Measures for Corporatization of State Enterprises, Voluntary 

Associations of State Enterprises" (Appendix "Statute on Commercialization of 

State Enterprises along with Simultaneous Conversion thereof into Joint-Stock 

Societies with Public Offering of Shares").  

The Decree, regulating in details the privatization procedure of the large 

industrial enterprises by means of their mandatory corporatization and 

consequent sale of shares, does not only impose any limitations on commercial 

banks in buying shares of the enterprises under privatization() but offers them 

additional opportunities in the sphere of agency and consulting (preparation of 

issuers prospectuses (privatization plans) and placement of shares of the 

enterprises under privatization). 

The Decree also introduces a provision (hitherto absent in the privatization 

legislation) on possibility of transfer of enterprises under pri- 
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vatization under the trust management of physical and juridical persons in the 

share capital of which the share of the state does not exceed 25 percent. The last 

provision directly applies to commercial banks that are permitted, as has been 

already mentioned, to conduct trust operations. 

— Order by Goskomimuschestvo of the RF of November 4, 1992 N701-ð, 

approving "Statute on Specialized Cheque Auctions" and "Statute on Sale of 

Shares in the Process of Privatization". 

The banks authority to perform transactions in privatization cheques will be 

closely studied in the next paragraph, while here we'll only stress that "Statute 

on Specialized Cheque Auctions" envisages an opportunity for the banks to 

take part in such auctions(). Statute stipulates that any physical or juridical 

person, that may be recognized as a purchaser under Article 9 of the Law of the 

RF "On Privatization...", is enabled to participate in the cheque auctions. 

Apart from the detailed regulation of the whole process of the shares' sale, 

"Statute on Sale of Shares in the Process of Privatization" contains Article 8 

"Signing of Contracts of Agency with Intermediaries and Representatives" that 

directly applies to banks which are authorized (among other juridical persons) 

to act as agents of the Russian Fund of Federal Property and the GKI and sell 

on their behalf shares of enterprises under privatization. However, the contract 

of agency envisages that intermediaries and representatives shall not be 

economically interested in the object of privatization (the economic interest 

implies property, labor, credit, or business relations with the joint-stock society, 

the shares of which are the subject of the agency contract). 

Article 13.3 states that the bank may act as a registrar when the joint-stock 

society entrusts it with keeping register of its shareholders. In this case, the 

register may be kept at the registrar's location, i.e. in the bank. 

— Order by Goskomimuschestvo of the RF of November 13, 1992 No.770-

ð approving "Standard Statute on Investment Contests and  
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Investment Tenders for the Sale of State and Municipal Enterprises under 

Privatization". 

The document imposes no limitations on the banks' participation in such 

tenders except for the already mentioned limitation requiring not to exceed the 

25 % state share in the statutory capital(). 

— Decree by the President of the RF of November 16, 1992, No.1392 "On 

Measures for Implementation of Industrial Policy during the Privatization of 

State Enterprises". 

The Decree is aimed at preservation of technological links between 

enterprises under privatization by means of creating the holding companies. 

According to Appendix N 1 "Provisional Statute of Holding Companies 

Established in the Course of Corporatization of State Enterprises", banks 

recognized as purchasers under Article 9 of the Law "On Privatization..." may 

act as shareholders of the holding companies and their subsidiary companies 

(Section 4.3 of the Statute)(). 

— Instruction by the Central Bank of the RF of July 16, 1993 No.16 "On 

Procedure of Opening and Servicing Ruble Accounts of Non-Residents by the 

Authorized Banks". 

The Instruction permits the authorized commercial banks to open for non-

residents the so-called "I" type accounts, i.e. ruble accounts to carry out 

investments, including those for the non-residents' participation in the 

privatization. 

2) Documents regulating transactions in privatization cheques (vouchers). 

Introduction of privatization cheques by the Presidential Decree of August 

14, 1992, No.914 offered considerable additional opportunities to commercial 

banks (for detailed information on legislative framework of the privatization 

cheques program in the RF see: "REB", Vol.II, 1993, No.2). The following 

documents specify the regulations on transactions of commercial banks in 

privatization cheques: 

— Letter by the Central Bank of the RF of October 7, 1992 No.18 "On 

Banks' Transactions in Privatization Cheques". 
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This key document allows the banks to conduct a vast range of operations: 

they may buy cheques from the citizens and juridical persons at mutually agreed 

prices; act as privatization cheques brokers; purchase shares of enterprises 

under privatization and of investment funds in exchange for vouchers(); 

accept deposits in privatization cheques and provide various types of services 

for depositors. 

The Letter introduces the following rather soft limitations on the banks' 

transactions in privatization cheques: banks are not authorized to pay in 

vouchers for goods and services, including intermediary activities in such 

transactions; to borrow and lend privatization cheques; to accept them or use as 

a collateral; to sell their own shares in exchange for vouchers. Banks are also 

obliged to create reserves to countervail possible devaluation of their 

investments in the privatization cheques worth 50 percent of their purchase 

value (in compliance with procedure envisaged in the Letter by the State Bank 

of the USSR of March 14, 1991 No.341). 

— Decree by the President of the RF of February 12, 1993 No.216 "On 

Measures Regulating the Procedure of Trading in Privatization Cheques and 

Redemption thereof" ( Appendix. "Statute on Procedure of Trading in 

Privatization Cheques and Redemption thereof".) 

The Document specifies the rules according to which the banks may act as 

depositories of privatization cheques and as regional centers responsible for 

keeping in custody and destruction of redeemed vouchers. Thus, Articles 10-11 

of the Statute determine that depositories created by banks and other financial 

institutions are authorized to open privatization cheque accounts for physical 

and juridical persons to facilitate various transactions in vouchers. Article 18 

states that by agreement with the local Committee for Management of State 

Property, the functions of the above mentioned regional center may be 

exercised by the banks located in the region. 
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3) Documents regulating investment intermediaries'* activity on the market 

of the privatized enterprises' securities.  

According to the mass privatization model adopted in Russia, vouchers may 

be exchanged not only directly for the shares of enterprises under privatization, 

but also for investment intermediaries' securities as well. This offers banks 

additional opportunities to participate in privatization as such intermediaries. 

The following documents contain the corresponding regulations: 

— Decree by the President of the RF of October 7, 1992 No.1186 "On 

Measures for Organization of Securities Market in the Process of Privatization 

of State and Municipal Enterprises" approving 6 provisional regulations: "On 

Investment Funds", "On Specialized Investment Funds, Accumulating 

Privatization Cheques of Citizens", "Standard Charter of an Investment Fund", 

"Basic Regulations of a Depository Treaty", "Standard Contract with Manager 

on Management of an Investment Fund", "Standard Issuers Prospectus of an 

Investment Fund". 

According to Section 3 of Appendix N 1 and Section 3 of Appendix N 2, 

banks cannot act as investment funds or cheque investment funds. However, 

they may establish such funds (Section 8), in case they are not among 

institutions under limitations. In compliance with Sections 4 of Appendix N 1 

and Appendix N 2, the bank may be recognized as an institution under 

limitations if it is not enabled to acquire property of enterprises under 

privatization in accordance with Section 1 of Article 9 of the Law of the RF 

"On Privatization of State and Municipal Enterprises in the RF", i.e. if the share 

of the state, the local Soviets of People's Deputies, public organizations, 

charitable and other public funds in its statutory capital exceeds 25%. 

                                                                 
* "Investment intermediary" is a term mainly applied to one of the types of investment 

institutions, namely conventional and specialized privatization cheque funds. In Russian 

legislative documents, "investment institution" has practically the same meaning as 

"institutional investor" in conventional market terminology. 
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Banks may operate as depositories of the specialized and conventional 

investment funds except for the cases when the bank is an affiliate person of a 

fund (Sections 4 of Appendix 1 and Appendix 2). The bank-depository cannot 

be a creditor or a guarantor of the investment fund either (Section 15 of 

Appendix N 1 and Section 17 of Appendix N 2). 

The bank may also act as a manager of a conventional or a cheque 

investment fund, in case it is neither an institution under limitations nor a 

depository of the given fund (Section 11 of Appendix N 1 and Section 12 of 

Appendix N 2). 

It should be noted, however, that there exists a rather serious indirect 

limitation on banks' participation in the privatization process (via establishment 

of investment funds), i.e. the latter are not allowed to acquire more than 10% of 

shares of a single enterprise under privatization (Article 5, Appendix 1 and 

2)(). 

— Decree by the President of the RF of October 26, 1992 N 1304 "On Use 

of Privatization Cheques for the Purpose of Social Protection of Population".  

The Decree envisages the establishment of a still another type of investment 

funds — cheque investment funds of social protection, over 50 percent of the 

shares of which should belong to the citizens requiring a special social 

protection (invalids, single pensioners, orphans). Banks may also be founders 

of such funds. Moreover, the Decree envisages the receipt of privatization 

cheques by proxy — by the bodies of the Ministry of Social Protection, 

Ministries of Health and Education — for the citizens, requiring social 

protection, and the subsequent depositing them in the banks (Article 12). 

— Order by Goskomimuschestvo of Russia of November 4, 1992 No.695-p 

approving "Statute on Procedure of Registering Issues of Shares of Specialized 

Investment Funds of Privatization, Accumulating Privatization Cheques of  
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Citizens" and "Statute on Licensing Activity of Specialized Investment Funds, 

Accumulating Privatization Cheques of Citizens, and of Managers of these 

Funds, and on Procedures of Terminating and Revoking a License". 

The Order states that licenses to the managers, that can be represented by 

banks as well, are issued by the Goskomimuschestvo. Moreover, having 

received a license the bank may act as a manager of several funds (Article 17). 

— Decree by the President of the RF of May 8, 1993 No.640 "On State 

Guarantees for the Right of Citizens of Russia to Participate in Privatization". 

This Decree, providing a number of additional measures for successful 

implementation of the program of voucher privatization, contains a provision of 

extreme (though indirect) importance for commercial banks. Article 13 does not 

allow the specialized cheque investment funds "to use privatization cheques of 

the population, accumulated in exchange for securities issued by them, 

otherwise than to acquire shares of enterprises under privatization". This ban to 

trade in cheques for investment funds implies a considerable enlargement of the 

banks' opportunities to conduct such operations. 

Here, it should be mentioned that the Supreme Soviet of the RF has 

suspended the enactment of this Decree. The provision considered above was 

once more repeated in the Presidential Decree "On Additional Measures for 

Protection of the Right of Citizens of Russia to Participate in Privatization" of 

July 26, 1993 No.1108, that was also suspended by the Parliament. On the 8th 

of August, the third, almost identical Presidential Decree was adopted, but that 

time it was accompanied by the Governmental Decree confirming the ban for 

cheque investment funds to use vouchers otherwise than to exchange them for 

shares of the enterprises under privatization. This finally imparted a legitimate 

character to the said ban, since the Parliament was not authorized to suspend 

the Governmental Decrees. 

4) Documents regulating the privatization of insolvent enterprises. 

— Decree by the President of the RF of October 19, 1993 No.1662 "On 

Improvement of Payments System and Enhancing Responsibility 
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 for Timely Execution Thereof" charges the commercial banks to convert the 

overdue debts of the enterprises into negotiable commercial bills (Article 3). 

Moreover, if the debtor is unable to timely meet a bill the creditor (including 

commercial bank) holding not less than 30% of the overdue debt is enabled to 

convert it into equity (Article 10), which will represent — in essence — a way 

of privatizing. 

— Decree by the President of the RF of December 22, 1993 No.2264 "On 

Measures for Enforcement of Legislative Acts on Insolvency (Bankruptcy) of 

Enterprises" stipulates a procedure (to be applied by banks as well) of 

mandatory privatization of the enterprises-debtors in accordance with the 

decision by the Federal Agency on Insolvency (Bankruptcy). Under the Decree, 

the enterprises, with certain restrictions on their privatizing, are now subject to 

mandatory privatization. 

III. The "State PROGRAM OF PRIVATIZATION of State and Municipal 

Enterprises in the Russian Federation", approved by the Decree by the 

President of the Russian Federation of December 24, 1993 No.2284, has 

essentially restricted the legal opportunities of the banks to participate in 

privatization. 

First, it introduces a ban on acquisition by the banks (both for money and 

cheques) of shares of both the enterprises under privatization and cheque 

investment funds. 

Second, a 10% limit is established on the banks holdings of the shares of 

any joint-stock society. 

Third, according to the Program the value of shares of joint-stock societies is 

not to exceed 5% of the banks' assets (Section 9, Article 5). 

At the same time, the corresponding limits for cheque investment funds have 

been removed and simultaneously tax concessions have been granted to them 

(Section 9, Article 4). 

The Program sets forth that the above-mentioned bans and restrictions on 

the activity of commercial banks will be effective until the RF legislation 

introduces provisions regulating the activity of investment banks. 
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IV. Documents regulating the FOREIGN BANKS' participation in Russian 

privatization. 

No special limitations on the foreign banks' activity are introduced into the 

Russian privatization legislation. Moreover, the State Program of Privatization 

for 1992 declared that "foreign banks are authorized to lend for privatization 

without any limitations" (Section 6). The State Program for 1994 also sets forth 

that "commercial banks of the RF and foreign banks are enabled to finance 

privatization by providing loans in conformity with the effective legislation" 

(Section 7). 

Nonetheless, on the 22nd of July, 1993 the Supreme Soviet approved the 

Draft Law "On Introduction of Amendments and Additions into the Law of the 

RF "On Banks and Banking Activity" authorizing the foreign banks to service 

in 1994-95 the non-residents only. Quite naturally, this amendment could have 

abruptly restricted the foreign banks' opportunities to take part in privatization. 

However, at that time the President of the RF put a veto on the Draft Law. Still, 

after the Draft Law had been adopted, several foreign banks received at the 

Central Bank of the RF general banking licenses.  

However later, on the 17 of November, 1993 the President of the RF signed 

the Decree "On Activity of Foreign Banks and Joint Banks with Non-Resident 

Shareholders on the Territory of the Russian Federation" No.1924, prohibiting 

the foreign banks to service the residents up to January 1, 1996. This Decree 

applies even to those banks that received the general license but have not 

started operating. Thus, only the two foreign banks are allowed to service the 

residents — "Credit Lyonnais" (St. Petersburg) and "BNP-Dresdner Bank".  

*  *  *  
The legislation, effective in Russia until now has enabled the commercial 

banks to exercise a very wide range of functions in the privatization process. 

Nonetheless, provisions of the new Program of Privatization adopted in 

December, 1993, are supposed to cause  



Official documents: summary and comments 43  

substantial changes in legislation directed on restriction of the banks' 

participation in privatization in industry. 

Primarily very close to the German pattern, the legal framework of inter-

relations between banks and enterprises (see "REB", 1992, Vol.I, No.2) is 

likely to drift towards the American model, particular for separation of banking 

from commerce. In our opinion, the latter will considerably hinder the shaping 

of the efficient market mechanisms for financial control of the production sector 

of Russian economy. Considerable restrictions on banks holdings of industrial 

shares will bound both their incentives and opportunities to exercise effective 

control over the non-financial corporations. Along with this, the effective 

mechanisms of financial control, alternative to control by banks, imply, first of 

all, the highly developed financial markets — namely, the secondary equity 

market — which may take decades to achieve it in Russia, taking into account 

the present situation. 

 



 

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 160-200 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 1993 the status of many surveyed enterprises changed: the 

share of state enterprises among them decreased from 82% to 25% . 
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Distribution of the manufacturing enterprises by branches, classification of 

Eurostat (% of the total number).  

I. Consumer goods ...................................................... 41 

1. textile industry ................................................... 5 

2. leather, footwear and clothing industries ........... 9 

3. wooden furniture, paper products,  

printing & publishing industries ............................ 7 

4. plastics processing industry ............................... 1 

5. fine ceramics & glass industry ........................... 2 

6. food, drink & tobacco industries...................... 18 

II. Investment goods ................................................... 32 

7. metals processing industry ................................. 6 

8. mechanical & precision engineering  

industries.............................................................. 16 

9. electrical engineering, office & data-processing  

machinery manufacturing industries ...................... 7 

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 .................................... 4 

13. construction materials, industrial ceramics & 

      glass manufacturing industries ....................... 11 

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 50-100 
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enterprises. The sample includes mainly medium-scale enterprises with the 

number of employed in the range of 100-500. 50% of the surveyed enterprises 

specialized in plant-growing and 50% — 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 

57 bln rubles and the average size of their statutory capital — to 1 bln rubles as 

of December 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. DATA  AGGREGATING METHODS  

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 INDICES 

The following tables are based on the results of monthly surveys of Russian 

enterprises conducted by the "REB".  

 

Year Jan. Feb. Mar. Apr. May June July Aug. Sept Oct. Nov. Dec. Annual 

1. DIFFUSION INDEX OF OUTPUT PRICES, ACTUAL  
(PERCENT RISING OVER 1-MONTH SPANS) 

1992 94 67 69 60 63 62 66 55 67 75 87 74 70 

1993 83 81 81 81 75 76 81 82 84 79 73 72 79 

2. DIFFUSION INDEX OF INPUT PRICES, ACTUAL  
(PERCENT RISING OVER 1-MONTH SPANS) 

1992 100 95 87 88 89 88 86 81 87 91 91 91 90 

1993 94 92 94 96 94 93 92 94 96 95 95 94 94 

3.DIFFUSION INDEX OF OUTPUT AND INPUT PRICES COMBINED, ACTUAL  
(PERCENT RISING OVER 1-MONTH SPANS) 

1992 97 81 78 74 76 75 76 68 77 83 84 82 79 

1993 88 86 88 88 84 84 86 88 90 87 84 83 86 

4. DIFFUSION INDEX OF WAGES, ACTUAL  
(PERCENT RISING OVER 1-MONTH SPANS) 

1992 95 82 75 63 68 76 67 62 68 71 68 74 72 

1993 76 76 77 83 81 80 81 76 76 73 64 65 76 

5. DIFFUSION INDEX OF EMPLOYMENT, ACTUAL  
(PERCENT RISING OVER 1-MONTH SPANS) 

1992 45 39 39 40 34 31 32 28 30 29 33 31 34 

1993 32 32 37 33 35 34 40 34 38 32 29 28 34 

6. DIFFUSION INDEX OF OUTPUT, ACTUAL  
(PERCENT RISING OVER 1-MONTH SPANS)  

1992 35 41 41 47 39 36 39 29 32 44 34 46 39 

1993 34 47 52 48 46 44 45 41 46 37 29 35 42 

7. DIFFUSION INDEX OF ORDER-BOOK LEVEL, ACTUAL  
(PERCENT RISING OVER 1-MONTH SPANS) 

1991            64 — 

1992 47 24 31 34 29 33 30 34 36 42 40 48 36 

1993 40 48 45 42 46 44 37 39 46 35 33 35 41 
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Year Jan. Feb. Mar. Apr. May June July Aug. Sept Oct. Nov. Dec. Annual 

8. DIFFUSION INDEX OF STOCK OF FINISHED PRODUCTS, ACTUAL  
(PERCENT RISING OVER 1-MONTH SPANS) 

1992 45 76 68 65 67 66 73 66 62 59 52 48 62 

1993 55 51 55 54 57 56 50 63 59 67 59 63 57 

9. DIFFUSION INDEX OF SHARE OF BARTER TURNOVER, ACTUAL  
(PERCENT RISING OVER 1-MONTH SPANS) 

1992  60 51 44 46 47 44 47 47 48 44 46 — 

1993 48 49 51 45 46 49 45 47 50 51 55 60 50 

10. DIFFUSION INDEX OF OUTPUT/INPUT PRICES RATIO, ACTUAL  
(PERCENT RISING OVER 1-MONTH SPANS) 

1992  42 42 39 25 29 25 29 26 27 25 31 — 

1993 26 29 27 21 24 19 20 22 27 19 23 23 23 

11. DIFFUSION INDEX OF CREDIT TERMS, ACTUAL  
(PERCENT IMPROVING OVER 1-MONTH SPANS) 

1991            32 — 

1992 15 17 15 15 11 19 26 32 35 41 32 43 25 

1993 38 30 33 31 31 26 20 22 24 51 18 19 26 

12. DIFFUSION INDEX OF CAPACITY UTILIZATION RATE, ACTUAL  
(PERCENT RISING OVER 1-MONTH SPANS) 

1991            41 — 

1992 30 — 32 35 31 34 32 26 33 39 37 43 — 

1993 38 43 45 43 40 42 35 33 43 35 29 28  

13. CAPACITY UTILIZATION RATE  
(PERCENT) 

1992   70 78 73 77 75 73 74 73 78 76 — 

1993 76 76 79 77 77 73 75 76 74 74 74 71 75 

21. DIFFUSION INDEX OF OUTPUT PRICES, ANTICIPATED  
(PERCENT RISING OVER 3-MONTH SPANS) 

1992 — — — — — — 73 86 72 78 82 90  

1993 94 93 92 93 91 91 89 91 94 89 95 93 92 

1994 93 95 95           
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Year Jan. Feb. Mar. Apr. May June July Aug. Sept Oct. Nov. Dec. Annual 

22. DIFFUSION INDEX OF INPUT PRICES, ANTICIPATED  
(PERCENT RISING OVER 3-MONTH SPANS) 

1992 — — — — — — 90 93 87 94 91 97  

1993 99 96 98 98 97 97 97 96 98 93 99 99 97 

1994 99 98 99           

23.DIFFUSION INDEX OF OUTPUT AND INPUT PRICES 
COMBINED,ANTICIPATED (PERCENT RISING OVER 3-MONTH SPANS) 

1992 — — — — — — 80 89 79 86 87 94  

1993 96 95 95 96 94 94 93 93 96 91 97 96 95 

1994 96 96 97           

24. DIFFUSION INDEX OF WAGES, ANTICIPATED  
(PERCENT RISING OVER 3-MONTH SPANS) 

1992 — — — — — — 73 79 74 82 79 86  

1993 85 80 86 86 86 93 92 89 90 84 91 86 87 

1994 84 89 88           

25. DIFFUSION INDEX OF EMPLOYMENT, ANTICIPATED  
(PERCENT RISING OVER 3-MONTH SPANS) 

1992 — — — — — — 37 32 28 29 23 25  

1993 23 23 32 30 32 34 34 36 35 33 30 30 31 

1994 24 24 26           

26. DIFFUSION INDEX OF OUTPUT, ANTICIPATED  
(PERCENT RISING OVER 3-MONTH SPANS) 

1992 — — — — — — 42 39 37 35 30 28  

1993 32 34 42 43 45 46 46 46 47 41 35 37 41 

1994 32 29 32           

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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The number of monthly surveyed enterprises grew from 63 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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