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BUSINESS CONDITIONS 

INDUSTRIAL AND AGRICULTURAL ENTERPRISES 
(comparison by results of the REB surveys in 1993 — the 
beginning of 1994) 
S. Aukutsionek 

Throughout decades, the Russian economy development was accompanied 
by the agriculture progressively lagging behind. Quite a number of economists 
explains the fact by the sovkhoz-kolkhoz system low efficiency and cherishes 
hopes of overcoming the deadlock by establishing the system of farms. 
However, the three years of reforms have shown that under current 
circumstances the farm variant is unable to yield immediate results. According 
to various estimates, the share of farms in the total volume of agricultural 
production does not exceed 3-5% as yet, and prospects for its rapid growth are 
highly doubtful: on the turn of 1993-1994 increase in the farms' number was 
sharply inhibited. 

Therefore, one might expect that for the more or less long period of time the 
agriculture of Russia will be prevailed by the former kolkhozes and sovkhozes, 
which — though having been renamed into joint-stock societies, partnerships, 
etc. — are still peculiar for their "clan" features. Enterprises of the kind 
constitute the core of the "REB" agricultural sample. Surveys of the latter are 
conducted monthly — likewise those of industrial enterprises — and by a 
similar pattern (see OUTLINE, this issue). This permits to undertake direct 
comparison between the two sectors of the Russian economy. 

One of the decisive points of such comparison is the degree of enterprises' 
"contamination" by recession. The opinion is often expressed that with the 
beginning of reforms, the unfavorable gap between agriculture and industry is 
growing larger even more swiftly  
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than under the centrally planned system. Are these misgivings justifiable? The 
"REB" surveys data gives evidence that answer to this question is at least 
controversial. 

For instance, let us compare performance of the enterprises from the two 
sectors throughout 1993 and the first months of 1994 by four crucial indicators: 

1) capacity utilization rate, 
2) labor utilization rate (for Russia, this indicator is of extreme importance, 

since in numerous cases, even essential decrease in the volume of operations is 
not automatically accompanied by reduction in the number of employed; for 
more details see "Labor Market in 1993", REB, Vol.III, 1994, No.1), 

3) stocks of finished products, 
4) order-book level. 
Table 1 illustrates that in both groups the situation was grave enough and, at 

the same time, gives no reasons to state that in agriculture it was worse. 
In fact, in the beginning of 1994 the industrial enterprises utilized, on the 

average, 2/3 of their capacity, while the agricultural ones — 4/5. The gap 
between of labor utilization rates is slightly less and not in favor of industry — 
3/4 against 4/5. In both sectors, the order-book level shrank visibly if compared 
with the pre-reform one, but in industry this process has gone noticeably further 
than in agriculture. The fact that the problem of market is confronting the 
industrial enterprises by far more seriously is also testified of by changes in the 
stocks of finished products. At the industrial enterprises — "REB" respondents, 
the stocks have outpassed the level usual for the given time of year (whereas all 
the other indicators have declined significantly!). As for the agricultural 
enterprises, the situation there is — in certain sense — opposite: as against the 
other indicators, it is the stocks of finished products that have reduced most (if 
compared with the usual level). 

In addition, the mentioned difference is sustained by comparison between 
estimates of capacity in respect to demand for products  
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anticipated in the nearest 12 months. In both sectors, throughout the whole 
period in question the tendency for worsening did prevail: the gap between 
numbers of enterprises with insufficient and excess capacity was changing in 
favor of the latter. But whereas in industry this gap was of unfavorable sign 
from the very beginning, in agriculture the similar situation is being observed 
since but February, 1994 — moreover, it is weakly pronounced (see Table 2). 

Additional light on the conditions, in which the enterprises of the two 
sectors found themselves with the beginning of reforms, is shed by the surveys' 
data on the LIMITING FACTORS. Table 3 displays an average — over the 
four (quarterly) surveys in 1993 — distribution of answers by the respondents 
of the two groups by the most essential items. 

Table 1 
INDICATORS IN THE TWO GROUPS OF ENTERPRISES 
(the level usual for the given time of year = 100) 

Indicators Agriculture Industry 
1. Capacity utilization rate   

on average over 1993 82 74 
January 1994 78 65 
February 1994 79 67 

2. Labor utilization rate   
January 1994 79 75 
February 1994 81 76 

3. Stocks of finished products   
on average over 1993 71 92 
January 1994 70 101 
February 1994 70 103 

4. Order-book level   
on average over 1993 83 81 
January 1994 77 71 
February 1994 81 70 
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As should be expected from the above given analysis, the agricultural 

producers are concerned about the demand for products much rarely 
(approximately by 1.5) than the industrial ones. Almost the same (while far 
from being the greatest) difficulties in supplying raw materials and semi-
finished products are indicative of the fact that in the third year of market 
reform the factor of shortages is overcome in the general. At present, 
enterprises may BUY everything needed to maintain production (earlier on, 
they had to PROCURE the necessary raw materials and semi-finished products 
in some other way). 

Table 2 
ESTIMATES OF CAPACITY IN RESPECT TO THE DEMAND LEVEL 
ANTICIPATED IN THE NEAREST 12 MONTHS 
(at the moment of survey, % of the number of respondents in each group) 

Variant of answer Agriculture Industry 
August 1993   

excessive 20 38 
normal 41 39 
insufficient 39 23 
balance -19 +15 

November 1993   
excessive 30 38 
normal 35 47 
insufficient 35 15 
balance -5 +23 

February 1994   
excessive 26 40 
normal 50 46 
insufficient 24 14 
balance +2 +26 
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One of the most remarkable distinctions between the two sectors is the 

financial constraint's stringency. Judging by the surveys' results (see Table 3), it 
restricts the agricultural producers in a considerably greater degree than the 
industrial ones (71% against 62%). 

Table 3 
FACTORS LIMITING PRODUCTION OF THE ENTERPRISES IN THE 
TWO GROUPS (average over the 4 surveys in 1993, in % of the number of 
respondents in each group) 

 Agriculture Industry 
1. Lack of demand for products 26 41 
2. Shortage of raw materials and semi-finished products 20 23 
3. High prices of raw materials and semi-finished products 59 54 
4. Lack of finance 71 62 
5. High taxes 28 47 
6. Managerial errors 18 4 

Note: it was required to mark no more than 3 factors of the dozen presented in 
the questionnaire 

In both groups, the financial factor has the highest rating among those 
included in the questionnaire. This is, however, explained by different reasons. 
For industrial enterprises, the lack of financial resources is associated, in the 
first place, with delays in payments from their customers and with high taxes. 
The main problem, facing the agricultural producers, is their relations with the 
banks. Indeed, in the beginning of 1994, while answering the question on the 
chief ways to adapt to the current situation, 50% of the agricultural enterprises' 
managers pointed out the necessity to redeem their loans to banks, whereas 
among industrial respondents the similar share equaled but 22%.Besides, the 
overwhelming majority of agricultural enterprises can not manage without 
banking loans. By the beginning of 1994, those that did constituted only 3%. 
And vice versa, among industrial  
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enterprises there is a rather numerous category (about 1/4 by the beginning of 
1994) managing without the banking loans. 

 On the whole, one may assert that in spite of relatively more favorable 
"real" indicators, agricultural enterprises find themselves in a graver financial 
situation if compared with the industrial ones (Table 4). This disparity is both 
steady and substantial, notwithstanding the certain signs of "over-scaling". For 
example, while on the average over 1993 the share of respondents in agriculture 
that assessed their enterprise's financial conditions as "bad" exceeded the 
similar indicator for industry by 8 percentage points (72% against 64%), by 
February 1994 this gap reached 18 percentage points (98% against 80%). 

Table 4 
ESTIMATES OF FINANCIAL CONDITIONS IN THE TWO GROUPS 
OF ENTERPRISES (in % of the number of respondents in each group) 

Variant of answer Agriculture Industry 
on average over 1993 

good 0 1 
normal 28 35 
bad 72 64 
balance -72 -63 

January 1994 
good 0 2 
normal 11 19 
bad 89 79 
balance -89 -77 

February 1994 
good 0 1 
normal 2 19 
bad 98 80 
balance -98 -79 
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Disparity in estimates of the possibility of bankruptcy provides one more 

indirect evidence of the fact that the problem of debts is much more acute for 
the agricultural enterprises than for industrial ones. While answering to the 
question on the BANKRUPTCY AS A REALITY in the nearest year, the 
managers in agriculture almost twice more often — on the average over 1993 
— expressed their misgivings as to the bankruptcy being at hand than their 
colleagues from industrial sector did (36% against 21%). By the beginning of 
1994, this gap grew even larger. 

In agriculture, the combination of the poor financial conditions with 
satisfactory (as compared with industry) production indicators is not a mere 
chance — they rather seem to represent the two sides of the coin. Aspiration for 
maintaining the high output despite low efficiency is comprised by the 
economic legacy of the centrally planned system. And judging by certain signs, 
the market behavioral stereotypes are developing in agriculture less swiftly than 
in industry. 

Table 5 
ESTIMATES OF PROBABILITY OF GOING BANKRUPT IN THE 
NEAREST  YEAR BY ENTERPRISES OF THE TWO GROUPS (in % of 
the number of respondents in each group) 

Bankruptcy is Agriculture Industry 
On average over 1993 

real 36 21 
hard to say 43 47 
unreal 21 32 
balance +15 -11 

January, 1994 
real 54 28 
hard to say 33 50 
unreal 13 22 
balance +41 +6 
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Objectively, this process is hindered by the fact that price liberalization has 
proved to be by far less real in the agriculture than in the industry. Thus, while 
answering the question on INDEPENDENCE IN PRICING, one half of the 
"REB" respondents from agriculture reported that their enterprises are 
completely deprived of this independence. Whereas in industry, the share of 
such enterprises has never (since winter 1992) exceeded 25%, and by 1994 fell 
still lower (see Table 6). 

It is quite understandable that dependence of the agricultural producers in 
pricing skews their behavior to a considerable extent. In this connection, it is 
indicative to compare the answers by the respondents from both groups to the 
question on the GOALS ACHIEVING OF WHICH WAS FUELED BY THEIR 
ENTERPRISES' BEHAVIOR in the second half of 1993. As the Table 7 
shows, the Russian enterprises' behavior was most like that aimed at the output 
maximization: this motive was pointed out by almost 60% of the  

Table 6 
DEGREE OF INDEPENDENCE IN PRICING BY THE ENTERPRISES 
OF THE TWO GROUPS (in % of the number of respondents in each 
group) 

The enterprise is Agriculture Industry 
On average  over 1993 

completely independent 6 38 
independent in the general 21 37 
dependent in the general 22 11 
completely dependent 51 14 

January 1994 
completely independent 7 45 
independent in the general 19 39 
dependent in the general 26 9 
completely dependent 48 7 
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respondents in each sector. As for the profit, it occupied the second or even the 
third place, yielding to (or not excelling) such goals as preservation of the 
number of employed and increase in wages. One may, nevertheless, assert that 
the industrial managers mentioned the profit as an incentive for economic 
activity by 1.5 more often than the agricultural ones (36% against 26%). And 
vice versa, the state subsidies procurement was named as one of the chief goals 
much more often by the agricultural enterprises than by the industrial ones. 

Thus, in both sectors "entering the market" is proceeding with much pain. 
For all this, while in 1993 — the beginning of 1994 the production indicators of 
the agricultural enterprises looked slightly better, the financial ones were, on 
the contrary, worse than those of the industrial enterprises. In the short run, 
there seems to be no ground to infer that the gap between agriculture and 
industry continues to grow. Such misgivings are justifiable in the relatively 
long-run perspective. However, the ground for them is provided not by the 
market reforms by  

Table 7 
CHIEF GOALS OF THE ECONOMIC ACTIVITY OF ENTERPRISES 
FROM THE TWO GROUPS (throughout the 2nd half of 1993, in % of the 
number of respondents in each group) 

NOTE: it was required to mark no more than 4 goals 

 Agriculture Industry 
1. to maximize the profit 26 36 
2. to maximize the wages plus profit 31 38 
3. to maximize the income of managers 7 4 
4. to preserve (or increase) the number of employed 24 47 
5. to preserve (or increase) the output 59 57 
6. to preserve (or increase) the average wages 30 36 
7. to preserve (or increase) the state subsidies 13 1 
8. other goals 9 1 
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themselves, but by the fact that the swiftness of their implementation in 
agriculture is — by numerous signs — lower than in industry. 

INNOVATIONS IN RUSSIAN INDUSTRY 
M.Gracheva, S.Aukutsionek 

In autumn of 1993, the "REB" carried out a regular innovations survey of 
120 industrial enterprises, chiefly from the European part of Russia (see 
OUTLINE, this issue). Dynamics and specific characteristics of innovation 
activities, pertaining to the three sectors of manufacturing, will be studied 
below. Further on, the following designations are used: I — consumer goods 
sector, II — that of investment ones, and III — intermediate products. 

TABLE 1. 
INNOVATION ACTIVITIES ON THE WHOLE (share of enterprises, 
having implemented innovations in 1992-93, in % of the total number of 
respondents) 

Innovations quota 
Industry on the whole* ........................................ 64 
Manufacturing ...................................................... 66 
I sector ................................................................. 58 
II sector ................................................................ 71 
III sector ............................................................... 75 

*   including fuel industry, electro-energetics and manufacturing. 

If compared both with activity in 1990-92 and their own expectations, 
expressed in the beginning of 1993, in 1993 the innovation activities of Russian 
industrial enterprises livened up (the two previous innovations surveys were 
conducted by "REB" in November, 1992 and February, 1993). Almost one half 
of respondents, that were not apt to implement innovations, by the end of the 
year changed their intentions. At the same time, only 1/12 of those who — in 
the beginning of 1993 — 
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 intended to carry out innovations refused their plans. On the average, the 
innovations quota (i.e., the share of innovators in the total number of surveyed 
enterprises) increased by 9 percentage points as against 1990-92 and by 16 
percentage points — as against expectations for 1993. On the whole, this result 
is in keeping with experience of other countries in transition (e.g., of East 
Germany), where rapid growth of innovation activities is being observed as 
well. 

By results of the autumn survey, innovations, carried out in 1992-93, were 
classified as belonging to two basic types — PRODUCT- and PROCESS-
INNOVATIONS — in the following way (see Table 2). 

TABLE 2.  
INNOVATIONS STRUCTURE  
(in % of the total number of enterprises having implemented innovations 
in 1992-93) 

 Mostly  
product-innovations 

Mostly  
process-innovations 

Industry on the whole 65 35 
Manufacturing 68 32 
I sector 76 24 
II sector 76 24 
III sector 52 48 

 
If compared with the two previous "REB" surveys, a visible shift is manifest 

towards product-innovations in the I sector of manufacturing and in somewhat 
less degree — in the III sector. In the II sector, the proportion between the two 
types of innovations has not changed. On the whole, the impetus for growth of 
innovation activities in the Russian industry was represented in 1993 
principally by either introduction of new products or improvement of existing 
products manufactured by consumer and intermediate sectors. 

Tables 3 and 4 display data on the rating of goals pursued by 
implementation of different types of innovations. 
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TABLE 3.  
GOALS OF PRODUCT-INNOVATIONS (distribution of answers by 
enterprises having introduced innovations in 1992-93, in %)* 

Goals Industry on 
the whole 

Manufacturing I sect II sect III sect 

1. Improving the products being 
already produced 36 36 30 43 36 

2. Output of new products within 
the basic area of activity 60 60 70 57 50 

3. Output of new products beyond 
the basic area of activity 29 29 26 38 23 

*   Respondents were enabled to mark all the goals being — in their opinion — 
of importance. 

TABLE 4. 
GOALS OF PROCESS-INNOVATIONS (distribution of answers by the 
enterprises having introduced innovations in 1992-93, in %)* 

Goals Industry on 
the whole 

Manufacturin
g 

I sect. II sect. III sect. 

1. Raising  flexibility of 
production 

47 45 33 53 47 

2. Reducing unit costs (labor, 
materials, energy unit costs) 55 57 50 67 53 

3. Amending the labor conditions 17 18 17 13 24 
4. Reducing pressure on 

environment 13 14 33  0 12 

*   Respondents were enabled to mark all the goals being — in their opinion — 
of importance. 

As we see, in the industry on the whole and in separate sectors product-
innovations are implemented, in the first place, in order to turn to production of 
new commodities without leaving the frame of basic branch. The second place 
in importance is occupied by production of  
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substitutes of formerly manufactured commodities, and the third — by 
production of commodities beyond the frame of basic branch, i.e., by 
diversification. The higher — if compared with the two other sectors — rating 
of diversification in the II sector is probably connected with conversion of 
defense enterprises. 

In implementation of process-innovations in the industry on the whole and 
in its separate sectors preference was given to labor-, material- and energy-
saving technologies. Rise in production flexibility is on the second, of labor 
conditions improvement — on the third, and reduction of pressure on 
environment — on the last place. 

If we continue to compare Russia with Germany, we may well point out 
certain similarity of goals of product-innovations. Whereas in goals of process-
innovations there exists a visible difference. In Germany (both in Western and 
Eastern parts), rise in production flexibility is the main goal, while in Russia 
this direction of innovation activities is but second in importance.  

In our view, this difference is due to the technological backwardness of 
Russian industry — in the first instance, of branches producing consumer 
goods. As a result, labor, material and energy unit costs of production are here 
much higher than in developed countries. With domestic prices of raw 
materials, components and energy approaching the world ones, 
incompetitiveness of Russian goods grows more and more pronounced. Under 
the circumstances, the most urgent problem to be solved is to raise "the rate of 
modernity" of technologies applied and to bring them up to the level already 
existing in developed countries. 

One of essential characteristics of innovation's effectiveness is the structure 
of production as regards "the life cycle" of goods — i.e., the proportion 
between products in various phases of this cycle (see Table 5). 
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TABLE 5. STRUCTURE OF PRODUCTS BY PHASES OF 
"LIFE CYCLE" (the entire sample, in % of the actual volume of 
production) 

Phases Industry on 
the whole 

Manufac- 
turing 

I 
sect. 

II 
sect. 

III 
sect. 

A. Entering the market (new products, 
manufacturing of which started in 1992-
93) 

25 25 28 24 19 

B. Growth (products, having been 
manufactured before 1992, output of which 
was increased in 1993) 13 13 14 15 9 

C. Stabilization (products, having been 
manufactured before 1992, output of which 
did not change in 1993) 38 38 39 45 28 

D. Fall (products, having been manufactured 
before 1992, output of which decreased in 
1993) 24 24 19 16 44 

TOTAL 100 100 100 100 100 
 
Successful long-run strategy of an enterprise implies achieving two main 

goals. 
First, it is expedient to substitute in time goods, growing old and that are to 

be either changed or stopped to be produced. From this point of view, 
difference between shares of products in A and D phases is of importance: the 
greater is the difference, the better for the enterprise. 

Second, it is necessary to provide for stable income, permitting to finance 
the enterprise's activity on the whole. In this connection, the sum of shares of 
products in B and C phases does really matter. For example, in German 
companies this sum is usually not less than 2/3. 

As is seen from Table 5, at the majority of Russian enterprises, the first 
indicator (balance between A and D phases) holds at the minimum favorable 
level: +1 percentage point in the industry on the whole and in manufacturing, 
+9 p.p. in the I sector and +8 p.p. in the II sector. The  
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only exception is the III sector, where the balance is extremely unfavorable: 

— 25 p.p. 
The second indicator holds at the acceptable level only in the II sector 

(60%), while in the other sectors (53% in the I and 37% in the III) and in the 
industry on the whole (51%) it is too low. 

One more important indicator, characterizing intensity of innovation 
activities in industry, is the duration of the product-innovations "birth cycle", 
i.e., of the period elapsing from the moment of the birth of idea to produce a 
new or amended goods to the start of its mass production (Table 6). 

TABLE 6.  
DURATION OF THE PRODUCT'S "BIRTH CYCLE"  
(in % of the total number of surveyed enterprises) 

 Industry on 
the whole 

Manufacturing I sect. II sect. III sect. 

Less than 1 year 44 45 64 28 41 
From 1 to 3 years 42 42 36 48 44 
From 3 to 5 years 10 8 – 21 4 
5 years and more 4 5 – 3 11 
Average duration of the cycle 
(months) 22 21 13 26 25 

 
According to the surveys' data, the "birth cycle" in the Russian industry 

proved to be rather short — from 13 months in consumer branches to 26 
months in investment branches. For the sake of comparison, we can cite that in 
Western parts of Germany it amounts to 27 months (on the average over 
manufacturing). 

So high a drive of the Russian enterprises in introducing new or improved 
projects into the market may be explained by the fact that in current situation 
they abide, in the first place, by imitational, catching up strategy and introduce 
goods, having already had success on the world  
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market. Such goods are new but for Russia and require not research, but 
development expenditures. 

Little novelty of innovations may be indirectly corroborated by data on the 
degree of the professional scientific research institution's involvement in 
innovations, introduced by enterprises. 

TABLE 7.  
SOURCES OF PROJECTS THAT HAVE SERVED  
AS A BASIS FOR INNOVATIONS  
(in % of the total number of enterprises, having implemented innovations 
in 1992-93) 

 Industry on 
the whole 

Manufacturing I sect. II sect. III 
sect. 

Enterprises themselves 93 93 100 90 88 
Scientific research firms 7 7 – 10 12 

there comprised:      
state 3 3 – 5 4 
private 4 4 – 5 8 

 
Virtually complete isolation of the Russian enterprises is accounted for not 

only by acute shortage of financial resources (being complained of by most of 
enterprises). In the first instance, the Russian industry has "to appropriate" the 
already known: to approach in parameters and design of its products the 
developed countries standards, to master production of goods, quite ordinary 
for the western market, but absent on the Russian one, and to redirect the 
production of traditional goods on new raw materials and components (this is 
the more so for the consumer goods sector). 

The main factor, constraining introduction of innovations at the Russian 
enterprises, is the shortage of financial resources. Commercial banks finance 
mostly trade and intermediary enterprises — not industrial ones; they are 
unwilling to finance industrial investment projects and, in particular, those 
connected with innovations. 
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TABLE 8.  
PARTICIPATION OF BANKS IN FINANCING INDUSTRIAL 
INNOVATIONS (in % of the total number of surveyed enterprises) 

 Industry on 
the whole 

Manufacturing I sect. II sect. III sect. 

1. Enterprises that got innov. 
loans 15 16 5 34 13 

there comprised: *      
1.1. directed govern. loans 8 8 3 21 4 
1.2. commercial loans 9 10 3  18 11 
2. Enterprises that were 

refused innov. loans 37 38 39 38 35 
there comprised: *      

2.1. directed govern. loans 30 31 32 32 28 
2.2. commercial loans 18 18 18 18 18 
3. Enterprises that did 

attempt to get any innov. 
loans 48 46 56 28 52 

*   The sum of numbers in rows 1.1 and 1.2 (2.1 and 2.2) is greater than the 
number in row 1 (2) of the same column, since some enterprises have either 
received or not loans of both types. 

As is seen from Table 8, while trying to solve the problem of innovations 
financing, almost one half of the Russian enterprises did not even try to get a 
banking loan, whereas among those who did only somewhat more than one 
quarter was successful. Demand for directed government loans — at favorable 
interest rate — was naturally higher than for commercial ones. Accordingly, it 
was the former kind of loans that enterprises were often refused — proportion 
between those received and not received loans among enterprises, having 
applied for a government loan, made, on the average, 1:4 (from 1:11 in the I 
sector to 1:1.5 in the II one), whereas among those, having applied for 
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 a commercial loan — 1:2 (from 1:3 in the I sector to 1:1 in the II sector). 
Receivers of innovations loans are chiefly enterprises from the investment 
sectors (they made more than one half of those who have got loans of both 
kinds), while enterprises from intermediate and consumer sectors have been to 
a significant extent crowded out from the credit market and have to rely mainly 
on themselves. 

BANKS AND POLICY 
(by results of the regular surveys of commercial banks  
and enterprises conducted by the "REB" in  
1993 — 1st quarter of 1994) 
E.Belyanova 

The banks are undoubtedly the most powerful and developed financial 
institutions in Russia. Under the system of as yet emerging stock markets, 
crediting by banks is a chief source of the economy non-state financing. The 
economic power of banks constitutes a potential basis for political ascendancy. 
Hence the growing political weight of the assessments of governmental 
economic policy by bankers. As is demonstrated by the "REB" surveys (see 
OUTLINE, this issue), they are mostly negative. 

Table 1.  
ASSESSMENT OF GOVERNMENTAL ECONOMIC POLICY BY BANKERS, 
July 1993, January 1994 (% of the total number of respondents) 

 throughout the first half of 1993 throughout the second half of 1993 
positive 11 4 
neutral 36 44 
negative 53 52 

 
In 1993 the governmental economic policy was appraised in the negative by 

more than one half of the respondents, and in the positive — only by 11% and 
4% in the first and second halves of the year respectively. 
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So what possibly lies behind the critical attitude of bankers towards the 

governmental economic policy? 

SITUATION IN THE BANKING SECTOR AS A WHOLE. It can  
hardly be considered the main reason of the bankers' discontent. Up to the 
present, the banking sector has been one of the few booming ones in the 
Russian economy. The more so when considered against the background of the 
industry smitten with recession. The self-assessment of financial conditions by 
respondents from those two sectors speaks for itself (Tables 2,3). During 1993, 
on the average 6% of the banks-respondents and 63% of the enterprises 
regarded their financial situation as bad. Four fifths of the former and but one 
third of the latter were not afraid of going bankrupt. 

 

Table 2. 
FINANCIAL CONDITIONS OF BANKS AND ENTERPRISES IN 1993 
(data average over 6 surveys of the banks and 12 surveys of the 
enterprises, % of the total number of respondents in each sector) 

 good normal bad 
banks 23 71 6 
enterprises 2 35 63 
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Table 3.  
ESTIMATES OF PROBABILITY OF GOING BANKRUPT IN THE 
NEAREST YEAR (data average over 2 surveys of the banks and 4 surveys 
of the enterprises in 1993, % of the total number of respondents in each 
sector) 

 The threat of bankruptcy is 
 real hard to say unreal 
banks 4 17 79 
enterprises 21 47 32 

 
For all that, the bankers assess the economic policy of the government with 

even more criticism than the enterprise managers do (16% of which gave 
positive and 39% negative appraisals — on the average over 4 surveys in 
1993). 

MARKET REFORMS IMPLEMENTED BY THE GOVERNMENT. 
Apparently, they too cannot be the reason for negative appraisals. On the 
whole, bankers sustain the most crucial of them — the price and interest rate 
liberalization and massive privatization in industry (Table 4). Those who 
consider them advantageous for their bank are much more numerous than the 
losers. 
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Table 4. 
INFLUENCE OF CERTAIN GOVERNMENTAL MEASURES ON THE 
BANK AS APPRAISED BY ITS MANAGEMENT, July 1993 (% of the 
total number of respondents) 

 positive negative neutral hard to say 
price liberalization 47 20 20 13 
interest rate liberalization 72 6 22 0 
privatization of industry 50 6 19 25 

 

TIGHTENING OF MONETARY POLICY. This is the chief trouble for 
the bankers apparent to breed their opposition to the government. The 
assessments of the governmental economic policy by the bankers are close to 
their assessments of measures by the Central Bank of Russia (CBR) — the 
direct executor of monetary policy (Table 5). 

Table 5. 
BANKERS' APPRAISAL OF THE CBR ECONOMIC POLICY, July 
1993, January 1994 (% of the total number of respondents) 

 throughout the first  
half of 1993 

throughout the second  
half of 1993 

positive 15 8 
neutral 35 31 
negative 50 61 

 
In the second half of 1993, the CBR put into practice a number of measures 

having hardened the banks' budget constraints. Within them, it ceased to 
automatically credit banks with debit balance, introduced for the latter penal 
sanctions (including de-licensing), and raised the interest rate on the CBR loans 
up to the market level. These measures essentially complicated the banks' life. 
The overwhelming majority of  
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the bankers consider them to run against interests of their bank (Table 6). 

Table 6. 
INFLUENCE OF CBR MEASURES ON THE BANK AS APPRAISED BY 
ITS MANAGEMENT, January 1994 (% of the total number of 
respondents) 

 positive negative neutral hard to say 
penal sanctions to banks with debit balance 11 68 14 7 
raising interest rate on the CBR loans up to 
the market level 4 87 9 0 

The occurred changes have infringed rather on the interests of the smaller 
banks than on those of the larger ones. And it is not by chance that among the 
former there are more opponents of the CBR than of the government and, at the 
same time, not a single supporter of both (Table 7). 
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Table 7. 
SMALLER AND LARGER BANKS' ASSESSMENTS OF THE 
ECONOMIC POLICY THROUGHOUT THE SECOND HALF-YEAR OF 
1993 (% of the number of respondents in each group) 

 positive neutral negative 
Smaller*    

policy of the government 0 54 46 
policy of the CBR 0 33 67 

Larger*    
policy of the government 7 36 57 
policy of the CBR 14 29 57 

* The group of "smaller" comprises banks with the statutory capital less than 
500 mln rubles, and that of "larger" — 500 mln rubles and more. Average 
statutory capital in the first group amounted to 278 mln rubles, and assets — 
6,665 mln rubles, while in the second one — 2,079 mln rubles and 81,993 mln 
rubles respectively. 

ENCUMBERED ENTRY TO THE ECONOMIC POLICY MAKING. 
Evidently, discontent of the bankers with the governmental economic policy 
ensues not only from the economic, but from the political reasons as well. 
While for the smaller banks the macroeconomic policy determines whether 
they will survive, the stakes of the larger ones are by far greater. The bankers 
are concerned about their place in the political structure of the society. For the 
time being, it does not correspond to the banks' economic power. 

The representatives of the banking circles are debarred from participation in 
taking the most crucial economic and political decisions. More than once they 
expressed their discontent with the fact in public addresses and protests to the 
government. In the meantime, it is interaction with the government that might 
serve as the most direct and accessible form of the banks' participation in 
devising the economic  
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strategy, since their opportunities to influence the course of events through the 
Parliament are as yet extremely limited. 

The general public treats the bankers with much reserve, if not with 
hostility. And it is quite understandable. While the living standards of the 
greater part of population lowered essentially, the bankers belong to those few 
groups that are able to secure the steadily growing revenues, notwithstanding 
the economic recession. The highly sharpened polarization in revenues recently 
unusual for Russia encumbers the bankers to win the political supporters. 

As a result, it is very difficult for the bankers to gain sufficient weight in the 
legislative bodies. They were dissatisfied with the composition of the former 
Supreme Soviet and most of them approved its abolishment. Neither they are 
content with the results of elections to the new Russian Parliament (see Table 
8). 

Table 8. 
INFLUENCE OF POLITICAL EVENTS ON THE BANK AS 
APPRAISED BY ITS MANAGEMENT,  January 1994 (% of the total 
number of respondents) 

 positive negative neutral hard to say 
the Supreme Soviet abolishment 39 9 22 30 
results of elections to the Federal Assembly 13 17 13 57 

 
For the present, the bankers succeeded in lobbying the legislative bodies 

only in connection with particular, though important for them issues. One of the 
most recent instances of "success" in this area is the decree banning the foreign 
banks to service the residents in Russia (see "REB", Vol.III, 1994, No.1, p.44). 
In this way, the interests of, in the first place, larger banks have been secured 
(see Table 9) — it is them that opposed the access of foreign banks to the 
Russian credit and stock markets (see "REB", Vol.II, 1993, No.1). 
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Table 9. 
INFLUENCE OF POLITICAL EVENTS ON THE BANK AS 
APPRAISED BY ITS MANAGEMENT,  January 1994  
(% of respondents) 

 positive negative neutral hard to say 
On the whole 58 4 17 21 

larger* 71 0 14 14 
smaller* 40 10 20 30 

* See note to Table 7. 

However, the political ambitions of bankers are far from being satisfied with 
such break-throughs in their interests securing. Among claims to the 
government, laid down by them at the last Congress of the Association of 
Russian Banks (April 1994) which unites more than one third of the banks in 
this country, there is collaboration with government in working out the 
directions of monetary policy and in decision-making on the crucial projects of 
economic development. 

Thus the Russian bankers' views on the governmental economic policy are 
most probably predetermined by their having no access to this policy 
elaboration. 
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STATE BUDGET PROCESS NEEDS REFORMING 
A. Naumenkov 

The main difficulties, caused by the painful transition to the market 
economy, face the budget system of Russia as well. When preserving certain 
elements, inherited from the centrally planned economy, the latter not only fails 
to meet the character of current economic reforms, but, by itself, feeds a 
number of negative tendencies in various sectors of the economy. 

The problem of the budget deficit remains the central one in the sphere of 
public finance. According to official data, in 1993 the budget deficit 
represented 10% of GDP; independent experts, however, consider the official 
data to be deliberately understated, and actually, the deficit reached 15-17% of 
GDP (20% of GDP in 1992). Persistence of a large deficit in the past year, 
despite a wide range of measures aimed at its reduction, reflects, in the first 
instance, the profound crisis in the Russian economy. At the same time, the 
budgetary imbalance was exacerbated by specifically political factors produced 
by opposition of the executive power to the legislative one as well as by inter-
relations between the center and regions growing more and more complicated. 
In summer 1993, a number of decisions was taken that undermined the normal, 
already approved implementation of the budget in the second half-year 
(increase in on-budget financing of the productive sector, payment of bread 
subsidies to the underprivileged groups of population, financing the elections to 
the State Duma, etc.) 

Furthermore, structural shifts in the Russian economy enhanced the pressure 
on the system of public finance and fostered the swelling of the structural 
component of the negative budget balance. As a result,  
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state expenditures continued to grow in an uncontrolled manner and their 
burden rose up to 70% of GDP. At the same time, increases in public financing 
were not necessarily accompanied by an adequate build-up of the revenue 
component of the budget. Extraordinary measures to reduce the deficit, which 
the government tried to carry out by the end of 1993, failed to break the 
situation, so one can hardly expect that the budget deficit will be brought down 
to a minimum in the foreseeable future.  

Under the circumstances, the Russian government faces the following 
challenges. 

1. Transition from financing deficits by money to their financing by debt. 

Up to now, the chief means of meeting deficits was represented by the 
Central Bank of Russia loans to the government, imparting an inflationary 
charge to economy. In 1993, debt financing — by issuing short-term 
government bonds for institutional investors held primarily by commercial 
banks — was performed on a more than modest scale (less than 1% of the 
overall deficit).  

The state is capable of encouraging domestic bond financing in several 
ways: a) by increasing supply of short-term bonds and by raising the interest 
rate on them; b) by issuing variable rate securities, interest on which is linked 
to the official index of retail prices or to hard currencies, etc.; c) by creating 
incentives for commercial banks and other institutional investors to acquire 
government securities through tax privileges and manipulation of their reserve 
requirements; d) by issuing securities to be allocated among households, thus 
tapping private savings. 

As regards resorting to foreign loans to meet the budget deficit, recent 
experience has shown that this means of financing should not be too relied on, 
at least until a flexible set of criteria for granting  
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foreign loans is elaborated, allowing to take into account the peculiarities of the 
present economic situation in Russia. 

2. Reforming financial relations between the center and regions. 

Until recently, budgets of the Russian Federation entities were formed on 
the basis of bargaining for separately negotiated agreements in the Ministry of 
Finance. Quite often, this led to subjectivism in the budget process, breach of 
legislation and serious contradictions between the central and local authorities 
(right up to refusal of several regions to pay federal taxes to the budget). 

For the purpose of creating the foundations of budget federalism, the 
Presidential Decree was adopted recently assigning — from the 2nd quarter of 
1994 — fixed shares of revenues from federal taxes to the budgets of the 
Russian Federation entities and giving regions and local authorities the right to 
independently impose additional regional and local taxes. Along with this, most 
of the state off-budget funds have been consolidated in the framework of 
federal budget, and the authority of the Russian Federation entities in 
expenditure policy has been extended. 

At the same time, a key problem of budget federalism remains unresolved, 
i.e., the setting up of an effective mechanism of providing the regions with 
financial assistance from the federal budget. The decision to create for the 1994 
a special fund of financial support to the regions as a basis for such mechanism 
is of but a general character and does not clarify the fundamental principles of 
resource reallocation. At present, the Ministry of Finance lacks, in essence, a 
set of effective criteria of transferring resources to the local level (to compute 
the minimum need in transfers, the base level of a region's expenditures in 1991 
is used, which is then annually adjusted for the rate of inflation). It is necessary 
— and as quickly as possible — to move over to uniform rules of determining 
the size of budget aid, linking them to the tax base of specific regions. 
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3. Tax system reforms. 

According to preliminary estimates, in 1993 the tax burden in Russia 
(including the off-budget funds) amounted to more than 50% of GDP. The 
growth of the tax burden was — to a considerable extent — caused by an 
increase in taxation in the fuel and energy sector (i.e., by levying an excise tax 
on gas) as well as by the more aggressive use of the foreign trade for fiscal 
purposes. Furthermore, the state apparently intends to adhere to the policy of 
making the tax burden still heavier both by raising the rates of already existing 
taxes and by revising numerous tax privileges. At the same time, the main 
reserves of improving the Russian taxation system seem to lie in perfecting the 
collection of taxes and in strengthening control over their payment, rather than 
in the mechanical introduction of new payments or in increasing the size of 
those already existing. 

First, it is vital to further simplify the taxation of legal entities by 
eliminating the payment's multiplicity. From 1994 separate procedures for 
taxing revenues of banks and insurance institutions were abolished and merged 
in the standard regime for profit taxation of enterprises. Payments to the 
budget, connected with the utilization of natural resources, ought to be unified 
in a similar manner. 

Second, in advance of further changes in the Russian economy, it is 
expedient to shift the center of attention in tax reforms from existing taxes to 
those which share is likely to grow in the long-run perspective (e.g., to stipulate 
an effective mechanism of land, real estate taxation, etc.). 

Third, the performance of the tax system in 1993 gives certain reasons to 
believe that the limited growth of the revenue base of the budget is to a 
considerable extent caused by under-receipts of a number of federal taxes. 
Thus, under-receipts of the excise taxes on oil and gas, of payments for the 
utilization of mineral and natural resources were a result of the growth in 
volume of debt arrears in the  
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Russian economy, especially in the fuel and energy sector. The structural shift 
towards less tax-intensive goods, taxed at the discounted rate of 10%, 
contributed to the under-collection of the value-added tax (VAT). Moreover, 
reduction of revenues from VAT was fostered by the fact that enterprises facing 
financial difficulties were allowed to hold back their VAT payment until their 
performance improved. As a matter of fact, throughout the past year a high 
level of tax evasion was typical for the majority of taxes (but especially for 
customs duties and excise taxes). 

4. Institutional reforms. 

The effective mechanism of fiscal and monetary policy coordination has not 
been elaborated yet. The first and perhaps the only serious attempt to bring 
under control the allocation of financial flows in the Russian economy was 
undertaken by creating the Credit Commission under the Council of Ministers 
— Government of Russia (December 1992). However, this measure has proved 
to be insufficient. The most painful problem in this field remains the one of 
interaction of the Ministry of Finance and the Central Bank. Throughout 1993, 
an open confrontation between the CBR and the MF managerial boards did 
exist. It is evident that financial stabilization requires strengthening the 
Ministry of Finance authority in the budget area and elaboration of rigorous 
mechanisms of the Central Bank subordination to the government. 

In addition, the now semi-independent governmental structures — the 
Committee on Price Policy, State Tax Agency, Tax Police and State Committee 
on Economic Cooperation with the States — CIS members — should be 
included into the Ministry of Finance and charged with functions of its 
structural departments. In conformity with this, their issues are to be covered by 
the terms of reference of the Ministry of Finance. 
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The measures discussed above will contribute substantially to the 

concentration of control over mobilization and allocation of state resources 
quite indispensable at the current stage of transition to the market in Russia. 



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  

COMPLETE LIST OF LAWS AND REGULATIONS ON 
PRIVATIZATION 
(prepared by V.Belyanov) 
3. Decrees and Orders by the Government of the Russian Federation  
(complements to the list published in "REB", 1992, Vol.I, No.4 and 1993, 
Vol.II, No.2 and continuation up to April 30, 1994) 

On Creation of Republican Innovations Fund. Decree by the Council of 
Ministers of the RSFSR of October 4, 1990 No.421. // Sobranie 
postanovlenii Pravitel'stva RSFSR, 1990, No.23, A.174. 

Issues of Republican Innovations Fund. Decree by the Council of 
Ministers of March 28, 1991 No.178. // Mentioned in Sobranie aktov 
Prezidenta i Pravitel'stva Rossiiskoi Federatsii, 1992, No.19, A.1625. 

On Liquidation of Republican Innovations Fund. Decree by the 
Government of the RF of November 5, 1992 No.850. // Sobranie 
aktov..., 1992, No.19, A.1625. 

Order by the Council of Ministers — Government of the Russian 
Federation of October 11, 1993 No.1830-p. (On transfer of property 
and financial resources of the liquidated Republican Innovations Fund 
to the Fund for Promotion of Entrepreneurship and Development of 
Competition under the State Committee of Antimonopoly Policy.) // 
Ibid., 1993, No.42, A.4073. 

On Types of Enterprises (Associations) Within the Ministry of Trade of 
the RSFSR Not Subject to Letting on Lease. Decree by the  
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Council of Ministers of October 30, 1990 No.477. // Sobranie postanovlenii..., 
1990, No.24, A.257. 

On Restricting the Buy-out of Buildings of Culture and Art Institutions and of 
Property on Lease Within the Ministry of Culture of the RSFSR. Decree by the 
Council of Ministers of the RSFSR of November 11, 1990 No.498. // Ibid., 
1990, No.25, A.262. 

On Urgent Measures for Development of Free Economic Zone in the Area of 
Nakhodka City (FEZ Nakhodka) of Primorskii Territory. Decree by the 
Council of Ministers of the RSFSR of November 23, 1990 No.540. 

Statute on Free Economic Zone in the Area of Nakhodka City of 
Primorskii Territory. // Ibid., 1991, No.4, A.50. 

On Use by Foreign Firms of Money Resources in Soviet Rubles on the 
Territory of the RSFSR. Decree by the Council of Ministers of RSFSR of 
December 3, 1990 No.558. // Ibid., 1991, No.5, A.66. 

On Establishing the Institute of System Analysis and Issues of 
Entrepreneurship and Marketing under the Council of Ministers of the RSFSR. 
Decree by the Council of Ministers of the RSFSR of December 4, 1990 
No.574. // Ibid., 1991, No.5, A.67. 

On Corporatization of State Enterprises, Situated on the Territory of the 
RSFSR. Decree by the Council of Ministers of the RSFSR of December 5, 
1990 No.570. // Ibid., 1991, No.5, A.69. 

On Approval of Statute on Joint-Stock Societies. Decree by the Council of 
Ministers of the RSFSR of December 25, 1990 No.601. 

Statute on Joint-Stock Societies. // Ibid., 1991, No.6, A.92. 

On Introducing Amendments into Statute on Joint-Stock Societies, Approved 
by Decree by the Council of Ministers of the RSFSR of December 25, 1990 
No.601. Decree by the Government of the RF of April 15, 1992 No.255. // 
Mentioned in Ekonomika i zhizn, 1994, No.9, "Vash partner" Supplement, p.8. 

On Restricting the Buy-out of Buildings of Educational and Other Institutions 
of Public Education within the Ministry of Education of the RSFSR. Decree by 
the Council of Ministers of the RSFSR of 
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December 27, 1990 No.614. // Sobranie postanovlenii..., 1991, No.6, A.95. 

On Promotion of Development of Peasant (Farmer's) Homesteads, 
Associations, Unions and Cooperatives Thereof. Decree by the Council of 
Ministers of the RSFSR of January 4, 1991 No.9. // Ibid., 1991, No.7, A.105. 

On Republican Program of Land Reform Implementation on the Territory of 
the RSFSR. Decree by the Council of Ministers of the RSFSR of January 18, 
1991, No.30. 

Republican Program of Land Reform Implementation on the Territory of 
the RSFSR. // Ibid., 1991, No.10, A.134. 

On Registration of Enterprises with Foreign Investments. Decree by the 
Government of the RSFSR of November 28, 1991 No.26. // Ibid., 1992, No.1-2, 
A.6. 

On Approval of Statute on Securities  Issues   and  on Stock Exchanges in the 
Russian Soviet Federative Socialist Republic. Decree by the Government of the 
RSFSR of December 28, 1991 No.78. 

Statute on Securities Issues and on Stock  Exchanges  in  the Russian 
Soviet Federative Socialist Republic. // Ibid., 1992, No.5, A.26. 

On Creation of Oil Companies of Regional Development in Khanty-Mansiisk 
Autonomous Territory. Decree by the Government of the RF of July 21, 1992 
No.503. // Sobranie aktov Prezidenta i Pravitel'stva Rossiiskoi Federatsii, 1992, 
No.4, A.199. 

On Program of Corporatization and Privatization in "Communications" Branch 
for 1992 (forecast for  1993-1994). Decree by the Government of the RF of 
July 25, 1992 No.526. 

Program of Corporatization and Privatization in "Communications" Branch 
for 1992 (forecast for 1993-1994). // Ibid., 1992, No.10, A.773. 

Issues Concerning the Committee for Promotion of Small Enterprises and 
Entrepreneurship Under the State  Committee  of  the Russian Federation for 
Management of the State Property. Decree by the Government of the RF of 
August 3, 1992 No.548. 
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Statute on Committee for Promotion of Small  Enterprises  and 
Entrepreneurship Under the State Committee of the  Russian 
Federation for Management of the State Property. // Ibid., 1992, 
No.8, A.504. 

Issues Concerning the "Sozidaniye" Russian Join-Stock Society. 
Decree by the Government of the RF of August 12, 1992 No.579. // 
Ibid., 1992, No.7, A.453. 

On Reevaluation of Fixed Assets (Resources) of Enterprises and 
Organizations. Decree by the Council of Ministers — Government of 
the RF of November 26, 1993 No.1233. 

Statute on Procedure of Reevaluation of Fixed Assets (Resources) 
of Enterprises and Organizations. // Ibid., 1993, No.48, A.4662.  

Issues of Promoting Publication and Distribution of Mass Media, 
Printing Production. Decree by the Government of the RF of January 
10, 1994 No.15. (Suspending the reevaluation of fixed assets of 
printing enterprises for 3 months). // Ibid., 1994, No.3, A.274. 

On Introducing Amendments into Statute on Procedure of Reevaluation 
of Fixed Assets of Enterprises and Organizations. Decree by the 
Government of the RF of February 14, 1994 No.98. // Ibid., 1994, 
No.8, A.604. 

Order by the Government of the Russian Federation of September 18, 
1992 No.1739-p. (On authority of V.Shumeiko and A.Tchubais to sign 
decisions on privatization of the state enterprises). // Ibid., 1992, No.13, 
A.1074. 

Order by the Council of Ministers — Government of the Russian 
Federation of June 20, 1993. No.1091-p. (As amended Order of 
September 18, 1992 No.1739-p, Deputy Prime Ministers O.Lobov, 
O.Soskovetz and V.Shumeiko are authorized to sign decisions on issues 
of distinction, management, transfer and determination of the list of 
objects of the state property, on privatization and corporatization of the 
state enterprises and associations thereof). // Ibid., 1993, No.26, 
A.2484. 
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Order by the Government of the Russian Federation of September 30, 1992 
No.1812-p. (On creation of concern of "Russkie sistemy kommunikatzii i 
tekhnologhii — "Roskomtekh" concern). // Ibid., 1992, No.15, A.1206. 

Order by the Government of the Russian Federation of October 1, 1992 
No.1810-p. (On rendering support by the People's Deputies of the Russian 
Federation to bodies implementing privatization). // Ibid., 1992, No.15, A.1212. 
(Cancelled by Order by the Government of the Russian  Federation of 
November 20, 1992 No.2144-p. // Ibid., 1992, No.22, A.1929). 

On Measures for State Support of Enterprises and Institutions of 
"Rosagropromstroi" and  "Nechernozemagropromstroi" Joint-Stock 
Corporations in 1992-95 in Meeting Obligations to Agricultural Commodities 
Producers. Decree by the Government of the RF of October 10, 1992 No.772. // 
Ibid., 1992, No.16, A.1322.  

On Joint-Stock Society of "Vserossiiskii Vystavochnyi Tzentr". Decree by the 
Government of the RF of November 16, 1992 No.890. // Ibid., 1992, No.21, 
A.1841. 

On "Almazy Rossii (Diamonds of Russia) — Sakha" Joint-Stock Society. 
Decree by the Government of the RF of December 1, 1992 No.948. // Ibid., 
1992, No.25, A.2239. 

On Approval of Statute on Russian Agency of International Cooperation and 
Development. Decree by the Government of the RF of December 12, 1992 
No.995. 

Statute on Russian Agency of International Cooperation and Development. 
// Ibid., 1993, No.2, A.104. 

On Recognizing Ineffective Decree by the Government of the Russian 
Federation of December 31, 1992 No.1045 "On Creation of "Academician 
S.P.Korolev "Energhiya" NPO" Russian Space Holding Company". Decree by 
the Government of the RF of February 3, 1994 No.78. // Ibid., 1994, No.6, 
A.472. 

On Siberian Agro-Industrial Corporation of "Agrosib". Decree by the Council 
of Ministers — Government of the RF of February 5, 1993 No.97. 
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Appendix 1. List of  commodities to be exported by the "Agrosib" 
corporation in 1993 and exempt from export customs duties. 
Appendix 2. List of commodities to be purchased by the "Agrosib" 
agro-industrial corporation and exempt, for 1993, from import 
customs duties. // Ibid., 1993, No.6, A.531. 

On Issue of State Short-Term Zero-Coupon Bonds. Decree by the 
Council of Ministers — Government of the RF of February 8, 1993 
No.107. //Ibid., 1993, No.7, A.567. 

Order by the Council of Ministers — Government of the Russian 
Federation of March 1, 1993 No.357-p. (On putting up for the 
international tender for the right to exploit undeveloped oil and gas 
fields and to carry out geologic prospecting at the Sakhalin Island shelf 
aquatic sections contained between points with geographical co-
ordinates in compliance with Appendix) 

Appendix. Co-ordinates of aquatic sections put up for the 
international tender for the right to exploit undeveloped oil and gas 
fields and to carry out geologic prospecting at the Sakhalin Island 
shelf. // Ibid., 1993, No.10, A.905. 

 On Promotion of Joint-Stock Society with Public Offering of Shares of 
""Surgutneftegaz" Oil Corporation". Decree by the Council of 
Ministers — Government of the RF of March 19, 1993 No.271. // Ibid., 
1993, No.15, A.1275. 

On "Aeroflot —  Russian  International Airlines" Joint-Stock Society. 
Decree by the Council of Ministers — Government of the RF of April 
1, 1993 No.267. // Ibid., 1993, No.14, A.1210. 

Order by the Council of Ministers — Government of the RF of April 1, 
1993 No.519-p. (Instructions in connection with putting into operation 
the Law of the RF "On Insolvency (Bankruptcy) of Enterprises". // 
Ibid., 1993, No.14, A.1228.  

On Fund for Promotion of Entrepreneurship and Development of 
Competition. Decree by the Council of Ministers — Government of the 
RF of April 1, 1993 No.268. 

Statute on Fund for Promotion of Entrepreneurship and 
Development of Competition. // Ibid., 1993, No.14, A.1189.  
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On Introduction of Amendments into Statute on Fund for Promotion of 
Entrepreneurship and Development of Competition. Decree by the 
Council of Ministers — Government of the RF of July 23, 1993 
No.696. // Ibid., 1993, No.30, A.2775. 

On Partial Changes in the Composition of Supervisory Board of the 
Fund for Promotion of Entrepreneurship and Development of 
Competition. Decree by the Council of Ministers — Government of the 
RF of October 23, 1993 No.1085. // Ibid., 1993, No.44, A.4278. 

On Partial Amendment of Item 4 of the Decree by the Council of 
Ministers — Government of the Russian Federation of April 1, 1993 
No.268 "On Fund for Promotion of Entrepreneurship and Development 
of Competition". Decree by the Council of Ministers — Government of 
the RF of December 13, 1993 No.1286. // Ibid., 1993, No.51, A.4995. 

On  "Kubanvinprom" Joint-Stock  Society. Decree by the Council of 
Ministers — Government of the RF of April 5, 1993 No.294. // Ibid., 
1993, No.15, A.1287. 

On Promotion of Joint-Stock Society with Public Offering of Shares of 
""LUKoil" Oil Corporation. Decree by the Council of Ministers — 
Government of the RF of April 5, 1993 No.299. // Ibid., 1993, No.15, 
A.1289. 

On Introducing Amendments into Decree by the Council of Ministers 
— Government of the Russian Federation of April 5, 1993 No.299 "On 
Promotion of Joint-Stock Society with Public Offering of Shares of 
""LUKoil" Oil Corporation". Decree by the Council of Ministers — 
Government of the RF of July 3, 1993 No.618. // Ibid., 1993, No.28, 
A.2646. 

On Promotion of Joint-Stock Society with Public Offering of Shares of 
""YUKOS" Oil Corporation". Decree by the Council of Ministers — 
Government of the RF of April 15, 1993, No.354. // Ibid., 1993, No.17, 
A.1547. 

On Russian Financial Corporation. Decree by the Council  of Ministers 
— Government of the RF of April 17, 1993 No.336.  



Official Documents: Summary & Comments 41  
Composition of Supervisory Board of the Russian Financial 
Corporation. // Ibid., 1993, No.17, A.1548.  

Order by the Council of Ministers — Government of the RF of 
September 22, 1993 No.1777-p. (On allocation of funds of 50 bln 
rubles to form the statutory capital of the Russian Financial 
Corporation.) // Ibid., 1993, No.41, A.3957. 

On Establishment of "Rosneft" State Enterprise. Decree by the Council 
of Ministers — Government of the RF of April 22, 1993 No.357. // 
Ibid., 1993, No.17, A.1556. 

On Social and Economic Development of the Russian Federation in the 
Ist Quarter of 1993, on Current Aims and Course of Fulfillment of the 
Measures Planned by the Council of Ministers — Government of the 
Russian Federation to Implement Economic Reform in 1993. Decree by 
the Council of Ministers — Government of the RF of May 7, 1992 
No.428 (Includes a section of "In the Field of Economy and 
Privatization Management"). // Ibid., 1993, No.20, A.1843. 

On Urgent Measures for Development and State Support of Small 
Business in the Russian Federation. Decree by the Council of Ministers 
— Government of the RF of May 11, 1993 No.446.  

Appendix 1. Complex of Urgent Measures to Develop Small  
Business in the Russian Federation. 
Appendix 2. Additional Quotas of Goods Deliveries  Outside the 
Borders of the Russian Federation in 1993 for Sale on the Base  of 
Auctions and Tenders among Small Enterprises Being Engaged in 
Priority Sectors. // Ibid., 1993, No.20, A.1762. 

On Measures to Enhance the Role of Banks in  Providing  State 
Investment Programs. Decree by the Council of Ministers Government 
of the RF of May 17, 1993 No.467. // Ibid., 1993, No.21, A.1911. 

On Measures for Support of Private Initiative  in  Mining Industry. 
Decree by the Council of Ministers —  Government of the RF of May 
21, 1993 No.480. // Ibid., 1993, No.21, A.1916. 

On Authority of Executive Bodies of Territories, Regions, Autonomous 
Territorial Units, Cities of Federal Level in Licensing  
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Some Types of Activity. Decree by the Council of Ministers — Government of 
the RF of May 27, 1993 No.492.  

Appendix 1. Standard Procedure of Licensing of Some Types of Activity 
in Territories, Regions, Autonomous Territorial Units, of Cities of Federal 
Level. 
Appendix 2. List of Types of Activity under Licensing in Territories, 
Regions, Autonomous Territorial Units, Cities of Federal Level . // Ibid., 
1993, No.22, A.2033.  

On Approval of Procedure of Sale and Purchase  of  Plots  of Land by Citizens 
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On Council for Development of Entrepreneurship under the Council of 
Ministers — Government of the Russian Federation. Decree by the Council of 
Ministers — Government of the RF of May 30, 1993 No.510. 

Statute on Council for Development of Entrepreneurship under the Council 
of Ministers — Government of the Russian Federation. // Ibid., 1993, 
No.23, A.2118. 

Order by the Council of Ministers — Government of the Russian Federation of 
June 1, 1993 No.965-p. (On creating Commission for Consideration and 
Elimination of Present Disagreements on Draft Project of State Program of 
Privatization of State and Municipal Enterprises in the Russian Federation for 
1993 under Chairmanship of V.Shumeiko). // Ibid., 1993, No.23, A.2222. 

On Arrangement in the Russian Federation of Construction, Financed from the 
State Hard Currency Funds and State Foreign Investment Credits. Decree by 
the Council of Ministers Government of the RF of June 8, 1993 No.531. // 
Ibid., 1993, No.24, A.2236. 

On Speeding up of Putting into Exploitation Incomplete Dwelling Houses. 
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On Creation of Russian Export-Import Bank. Decree by the Council of 
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Government of the RF of July 12, 1993 No.659.  

Statute on Procedure of Carrying out Inventory of Lands. // Ibid., 1993, 
No.29, A.2686. 

On Procedure of Using Revenues Received from Re-registration of Plots of 
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offering of shares being in the federal ownership, for maintenance and 
development of the social objects, transferred to this JSS in the course 
of privatization). // Ibid., 1993, No.46, A.4510. 

On Privatization of "Vneshintorg" State International Economic 
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Holding. Decree by the Council of Ministers — Government of the RF 
of December 25, 1993 No.1338. // Ibid., 1994, No.1, A.42. 

On Amending and Recognizing Ineffective the Decisions by the 
Government of the Russian Federation in Connection with Adoption of 
Law of the Russian Federation "On Pledge". Decree by the 
Government of the RF of December 30, 1993 No.1354. // Ibid., 1994, 
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Order by the Government of the RF of February 28, 1994 No.259-ð. 
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Plan of Urgent Measures to Be Carried out by the Government of 
the Russian Federation in Compliance with the Message by the 
President of the Russian Federation to the Federal Assembly "On 
Consolidation of the Russian State (Main Guidelines of Foreign 
and Domestic Policy)". (See Section III. Institutional and Structural 
Reforms). // Ibid., 1994, No.11, A.861. 

On State Program of Economy Demonopolization and Development of 
Competition in the Markets of the Russian Federation (Main Guidelines 
and Urgent Measures). Decree by the Government of the RF of March 
9, 1994 No.191. 

State Program of Demonopolization of Economy and Development 
of Competition in the Markets of the Russian Federation (Main 
Guidelines and Urgent Measures). 

Appendix 1. Integrated Structure of Information and Reference 
System for Antiminopoly Regulation, Economy 
Demonopolization, and Development of Competition in the 
Markets of the Russian Federation. 
Appendix 2. Plan of Measures for Accomplishing the Targets 
and Tasks of Economy Demonopolization and Development of 
Competition in the Markets of the Russian Federation for 
1994-1995. 
Appendix 3. Standard List of Tasks of Demonopolization and 
Development of Competition in the Commodities Market with 
Stable Structure. 
Appendix 4. General Methods to Increase the Number of 
Suppliers in the Commodities Market. 
Appendix 5. General Methods to Increase the Number of 
Purchasers in the Commodities Market. 

Statute on Inter-Departmental Commission of Competition Policy. 
// Ibid., 1994, No.14, A.1052. 

On Terms of Remunerating the Managers of State Enterprises while 
Concluding Labor Agreements (Contracts) Therewith. Decree by the 
Government of the RF of March 21, 1994 No.210.  

Statute on Terms of Remunerating the Managers of State 
Enterprises While Concluding Labor Agreements (Contracts) 
Therewith. (Statute applies likewise to the managers of enterprises 
within joint-stock societies, the stakes of shares of  
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Enterprises. Decree by the Government of the RF of March 21, 1994 
No.209. // Ibid., 1994, No.14, A.1053. 

On Approving the Provisional Statute on Financing and Crediting the 
Capital Construction on the Territory of the Russian Federation. Decree 
by the Government of the RF of March 21, 1994 No.220. 
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the Sakha Republic (Yakutiya)". Decree by the Government of the RF 
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On Arranging the Work with Foreign Investments and on Consultancy 
and Technical Assistance. Decree by the Government of the RF of 
April 4, 1994 No.277. (Creating the Federal Center for Project 
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Ministry of Finance of the RF). // Ibid., 1994, No.15, A.1182. 

(To be continued in "REB", 1994, Vol.III, No.3) 



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 the 
Russian enterprise managers and quarterly (from 1993 — bimonthly) surveys 
of bankers. 

The sample comprises about 1,000 units: 500 industrial enterprises, 300 
agricultural ones, and 200 commercial banks throughout Russia. Response rate 
for each sector varies in the range of 30-40%, 25-35%, and 25-30% 
correspondingly.  

Industrial enterprises selected for the sample are situated rather evenly on 
the territory of Russia. The majority of them belong to manufacturing. The 
branch distribution in the sample (see Table 1) is representative for Russia as a 
whole. 

Most of the surveyed enterprises are medium-scale (by Russian standards), 
with the number of employed from 250 to 2,000. For 1993, the average number 
of employed was about 1,000. 

During 1992 and 1993, the status of many surveyed participants changed: 
the share of state enterprises among them decreased from 82% to 25%. 
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Table 1 
 Distribution of the manufacturing enterprises by branches, classification 
of Eurostat (average over 1993 % of the total number) 

I. Consumer goods 41 
1. textile industry 5 
2. leather, footwear, & clothing industries 9 
3. wooden furniture, paper products, printing, & publishing industries 7 
4. plastic 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 

The number of every month respondents-industrial enterprises equals 160-
200. 

Agricultural enterprises selected for the sample are from over 30 out of 89 
regions of Russia. The sample includes mainly medium-scale enterprises with 
the number of employed in the range of 100-500. 50% of the surveyed 
enterprises specialized chiefly in plant-growing, and 50% — in animal 
husbandry. 
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The number of every month respondents-agricultural enterprises equals 75 -

100. 
Banks selected for the sample are situated in 34 regions of Russia. Most of 

them are medium-scale banks (see Table II). The average size of the surveyed 
banks' assets amounts to 58 bln rubles (over the whole Russian banking sector 
— 55 bln rubles), and the average size of their statutory capital — to 1 bln 
rubles as of January 1994. More than half of the sampled banks is represented 
by the so-called "new commercial banks" which emerged in recent 5 years. The 
others were formed on the basis of regional branches of the former state 
specialized banks. 

The number of bimonthly respondents equals 50-60 units. 

Table II. Distribution of commercial banks by the size of their share 
capital (% of the total number, January 1994) 

Share capital, bln rubles "REB" sample Russia as a whole * 
less than 100 0 14 
100-499 43 65 
500-999 21 13 
1,000-4,999 32 7 
more than 5,000 4 1 

*Source: Central Bank of Russia 

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 the overall changes in economic 
environment on their activities and prospects, etc. 
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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 of the several ones, the results represent simple addition of reports 
from individual units. 

 

REB INDEXES 
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 
1994 79 75 68           

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 
1994 95 95 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 
1994 87 85 81           
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Year Jan. Feb. Mar. Apr. May June July Aug. Sept Oct. Nov. Dec. Annual 
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 
1994 62 52 56           

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 
1994 30 26 26           

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 
1994 31 35 32           

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 
1994 33 33 31           

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 
1994 59 61 61           

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 
1994 58 63 64           
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Year Jan. Feb. Mar. Apr. May June July Aug. Sept Oct. Nov. Dec. Annual 
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 
1994 21 24 18           

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 
1994 24 25 29           

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 
1994 67 67 63           

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 91 93 88        

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 98 99 95        

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 94 96 91        
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Year Jan. Feb. Mar. Apr. May June July Aug. Sept Oct. Nov. Dec. Annual 
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 82 80 77        

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 24 25 23        

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 37 39 29        

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):  

D A B N= + ×0 5 100. %b g  
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. 
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ORDER FORM 
I/we order 

Russian Economic Barometer 
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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: 

Frau Xenija Netschajewa 
Bank account 
Sparkasse Wetzlar 
BLZ 51550035 
N 22350094 
(Xenija Netschajewa) 
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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 (007095) 310 
7027; Tel. (007 095) 128-81-05; Telex 411678 IMEMO SU;  

CENTER FOR INTERNATIONAL RESEARCH ON ECONOMIC 
TENDENCY SURVEYS. C/O IFO Institute for Economic Research, 
Poschingerstr., 5, D-81679 Munich, Germany.  
Telephone (089) 9224-426/7, Telefax (089) 985 369, Telex 5-22269  
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