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

HOW LONG WILL THE ECONOMIC CRISIS LAST? 

Elena Belyanova  
For Russians themselves as well as for those concerned with what is happen-

ing now to the Russian economy the most intriguing question is  HOW LONG 

WILL THE ECONOMIC CRISIS LAST? 

The assessments of the current situation in Russia as well as short-term and 

middle-term forecasts have never differed from each other more than they differ 

now. They range from such diagnosis as 'total collapse and further degradation 

and primitivization' of the economy to a much more optimistic assertion that the 

trough has been reached and now the economy is at the starting point for recov-

ery.  

In fact it is an ungrateful task to predict the developments in the Russian 

economy now taking into account first of all the two major obstacles for eco-

nomic forecasting — lack of the proper statistical information and numerous 

uncertainties of all kinds — concerning economic policy of the government, 

further shaping of the legal base for economic activity, political events, etc. 

Under the circumstances, the assessments and forecasts of the main actors of 

the economic 'drama' — of the PRODUCERS — assume the crucial interest. 

For it is the producers who possess the most valuable original information on 

what is happening to the Russian economy at microlevel, that is the information 

on such phenomena and processes which can not be observed nowadays at 

macrolevel and which will be reflected in the aggregate data only further on and 

maybe not very soon.  

The remarkable opportunity to penetrate into the producers' forecasting 

'laboratory' is given by opinion surveys. Here are used the results of producers' 

monthly panel surveys that have been carried out by the expert team of 'THE 

RUSSIAN ECONOMIC BAROMETER' information bulletin (see SURVEY OUT-

LINES, this issue). The enterprise managers  
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were asked the question 'HOW LONG WILL THE CRISIS LAST?' once a 

quarter beginning with April 1992. The last estimates were made in July 1994. 

According to them the crisis will last at least till the end of the century. The 

average estimate for the total sample equals 6 years — thus the upswing is an-

ticipated by the year 2000. For the passed two years this average figure fluc-

tuated from 6.5 to 5.5 years. Deepening of the crisis made the producers shift 

the anticipated end of the crisis forward.  

As for individual estimates they differ dramatically from each other. The dis-

tribution of individual estimates resembles a hump. The peak is reached at in-

terval 'from 3 to 5 years' — almost 1/3 of respondents pointed it out in 10 sub-

sequent surveys. Simultaneously the extremes were pointed out by the minority 

of surveys' participants. Only 2% of them believed that Russia could find a way 

out of the crisis within a year and 4% considered that the crisis would last for 

more than 20 years (1).  

In order to evaluate the backgrounds of pessimistic and optimistic predic-

tions and thus the validity of the producers' forecasts in general the following 

procedure was used. The two groups of respondents — almost equal by size 

(from one forth to one third of the total sample throughout 10 surveys) were 

compared by various characteristics. The first group comprises those who con-

sider that the crisis will last for less than 3 years and the second one — those 

who consider that the crisis will last for more than 7 years. The average dura-

tion in the first group equals 2 years, in the second — 11 years. For simplicity 

the first group which expects the recovery on the average in 2 years will be 

called 'LEADERS' and the second which expects it in 11 years — 'LAGGERS' 

respectively. 

First, the most probable and at the same time the most simple assumptions 

were tested. The first assumption is that medium-term forecasts are a mere 

extrapolation of recent changes in enterprises performance and/or of their cur-

rent situation. The second one is that we simply deal with different types of 

personalities — from the psychological  
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point of view. That is that the shorter duration of the crisis is expected by op-

timists and the longer —  by pessimists respectively. None of these assumptions 

turned out to be correct. The first — an extrapolation hypothesis — was not 

supported by the comparison of conventional characteristics of the enterprises 

performance within the examined period of more than 2 years. The differences 

in such indicators as output, capacity utilization, order book level, stock of 

finished goods, etc., were negligible and unsteady. The second — a psychologi-

cal hypothesis — was considered to be also incorrect because other differences 

in the two groups were found — revealing that backgrounds of forecasting are 

at least not mere psychological ones.  

If summarizing the findings of the analysis it could be stated that the group 

predicting the fast way out of the crisis outnumbers the other one by a higher 

concentration of INNOVATORS in it. By innovators here are meant those who 

implemented innovations a) in some narrow sense that is introduction of new 

products and processes and b) in a broader and maybe peculiar sense, implying 

drastic changes in the behavioral patterns, ways of setting and achieving goals 

and transformation in the economic way of thinking. The latter taken together 

could be tentatively called THE TRANSITIONAL INNOVATIONS.  

As can be seen below both these types of innovations were more characteris-

tic for the group predicting the soonest way out of the crisis than for the oppo-

site one.  

a) PRODUCT AND PROCESS INNOVATIONS  

1. There are substantially more enterprises that implemented either product 

or process innovations in 1992-1993 within a 'leading' group in comparison 

with a 'lagging' one. As figures in Table 1 show, innovations quota (that is the 

share of enterprises having implemented innovations) in the first group is 1.6 

higher than in the second one.  
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Table 1.  

DISTRIBUTION OF ANSWERS TO THE QUESTION 'WERE ANY 

PRODUCT AND/OR PROCESS INNOVATIONS INTRODUCED AT 

YOUR ENTERPRISE IN 1992-1993?'  

(% of the total number of respondents in each group, July 1993 survey) 

 

Variants of answers 'Leaders' 'Laggers' Total sample 

'Yes' 87 54 65 

'No' 13 46 35 

Source: 'The Russian Economic Barometer' monthly surveys 

 

2. Product-innovations implemented by 'leaders' are more radical. Table 2 

demonstrates that such a goal as the output of new products is more meaningful 

for them than for 'laggers' almost half of which seek to improve the existing 

products. 

Table 2.  

GOALS OF PRODUCT-INNOVATIONS  

(% of total number of innovators in each group, July 1993 survey) 

 

Goals 'Leaders' 'Laggers' 

1. Improving the products being already produced 33 50 

2. Output of new products within the main area of activity 72 55 

3. Output of new products beyond the main area of activity 22 10 

NOTE: The sum in columns does not make up 100% for respondents could 

mark all the goals being, in their opinion, of importance. 

Source: 'The Russian Economic Barometer' monthly surveys 

 

3. The 'leaders' renewed their production much more actively than the 

'laggers' did. Table 3 reveals the structure of the products by the phases of the 

'life cycle'. According to the figures presented the balance  



Studying Transition 7  

between first and last phases of the life cycle in the first group makes (+11), in 

the second — (–13).  

Table 3.  

PRODUCT LIFE CYCLE STRUCTURE  

(% of total volume of production in each group, July 1993 survey ) 

 

Phases OF LIFE CYCLE 'Leaders' 'Laggers' 

A. Entering the market 35 11 

B. Growth 15 10 

C. Stabilization 26 55 

D. Fall 24 24 

Balance: (A-D) +11 –13 

Source: 'The Russian Economic Barometer' monthly surveys 

 

4. As for the sources of innovation projects, the overwhelming majority of 

them in both groups were elaborated within the enterprises. However, the re-

markable difference is observed concerning outside sources of innovation 

projects. Every tenth enterprise in the 'leading' group used the services of the 

R&D private firms and none in the 'lagging' group.  

Table 4.  

ELABORATORS OF INNOVATION PROJECTS  

(% of total number of innovators in each group, July 1993 survey) 

 

Elaborators 'Leaders' 'Laggers' 

In-house R&D 84 91 

State R&D institutions 5 9 

Private R&D firms 11 0 

Source: 'The Russian Economic Barometer' monthly surveys 
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b) TRANSITIONAL INNOVATIONS  

1. Organizational Changes  

Naturally along with mass privatization the share of privatized enterprises 

grew steadily in the total sample. However, no difference in the speed of priva-

tization was observed between the two groups throughout the period under 

examination. And it is not surprising that the mere fact of change in status did 

not matter for the assessments of the approaching to economic recovery.  

What actually mattered (at least to some extent) is in what way the surveyed 

enterprises used this change in their status. The 'leading' group left behind the 

'lagging' one by the speed of organizational changes at their enterprises after 

privatization.  The October 1993 survey by which nearly 3/5 of enterprises  in 

the two groups had been privatized reveals the following facts (Table 5) — 

60% of 'leaders' reported that they had already held the meeting of shareholders 

and at almost 70% of the enterprises from this group the Board of Directors was 

elected. The respective figures for the 'lagging' group are two times lower; on 

the average the sharecapital in the first group is more dispersed, the role of 

outside investors being more pronounced. The latter signifies at least firmer 

potential ground for shaping the new corporate governance structure and devel-

oping the system of outside control over enterprise management. As for the 

management staff itself in most cases it did not undergo substantial changes. 

Still the share of replaced managers is by 2.5 higher in the 'leading' group rela-

tively to the 'lagging' one.  
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Table 5.  

CHANGES IN THE CORPORATE GOVERNANCE STRUCTURE  

(% of the total number of privatized enterprises in each group, October 

1993 survey)  

 

Facts 'Leaders' 'Laggers' 

1.The meeting of shareholders held 61 31 

2.The Board of Directors elected 69 36 

3.The enterprise's shareholders are:   

 working collectives 97 97 

 management 47 28 

 investment funds 27 12 

 industrial firms 29 20 

 banks 3 0 

 others 20 12 

4.Share of the total management staff renewed by October 1993 10 4 

Source: 'The Russian Economic Barometer' monthly surveys 

 

2. Adjustment Strategy.  

The survival of enterprises under transition depends to a great extent on their 

ability to adjust to the spontaneously changing economic environment. Each 

quarter 'The Russian Economic Barometer' respondents were asked the question 

'WHAT YOUR ENTERPRISE SHOULD DO IN THE FIRST PLACE IN OR-

DER TO ADJUST TO THE CURRENT SITUATION?'. It is not a surprise that 

for the majority of enterprises in both groups it was crucially important to make 

their customers redeem debts to their enterprise: during the last 2.5 years the 

liquidity crisis was one of the most severe problems for the production sector of 

the Russian economy. In picking out other ways of adjustment the two groups 

were also similar except for the two very important points. In the 'leading' group 

the number of respondents concerned with changes of their production and 

marketing strategy is higher than in the 'lagging' group (Table 6). 
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Table 6.  

‘WHAT SHOULD YOUR ENTERPRISE DO IN THE FIRST PLACE IN 

ORDER TO ADJUST TO THE CURRENT SITUATION?'  

(% of the total number of enterprises in each group, on the average over 10 

surveys, April 1992 — July 1994) 

 

Variants of answers 'Leaders' 'Laggers' 

1. Receive payments from customers 60 63 

2. Find new markets for the products 60 46 

3. Change product range 39 24 

4. Redeem debts to suppliers 31 39 

5. Redeem debts to banks 24 21 

6. Find new suppliers 14 15 

7. Privatize the enterprise 11 9 

8. Make changes in management 11 8 

9. Expand production capacities 10 13 

10. Reduce the number of employed 9 11 

11. None of the mentioned above 6 7 

12. Nothing because everything is O.K. 1 1 

NOTE: The sum in columns does not make up 100% for respondents could 

mark up to 3 points.  

Source: 'The Russian Economic Barometer' monthly surveys 

 

3. Changes in Economic Way of Thinking  

It looks like most of the 'leaders' — those predicting the soonest way out of 

the crisis — have already made their choice concerning the economic and polit-

ical system under which they prefer to live and work. Table 7 demonstrates that 

3/4 of them are positive that market reforms should be continued. The portion 

of respondents sharing this conviction among 'laggers' is twice lower. Half of 

them experience difficulties when making the choice.  
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Table 7.  

WHAT MACROECONOMIC STRATEGY WILL BE MORE EFFEC-

TIVE IN FORTHCOMING 2-3 YEARS?  

(% of the total number of enterprises in each group,  

April 1993 survey) 

 

Variants of answer 'Leaders' 'Laggers' 

Restoration of former planning system 7 12 

Continuation of market reforms 76 38 

Hard to say 17 50 

Source: 'The Russian Economic Barometer' monthly surveys 

 

For a couple of years beginning with price liberalization inflation was prob-

lem number 1 in the Russian economy. And now disinflation is coming asso-

ciated with further decrease in output and increase in unemployment. Still 1/3 

of respondents from the 'leading' group are convinced that tight monetary and 

lending policy could contribute to the economic development more than en-

couraging increase in output that up to now was carried out in Russia primarily 

by means of 'soft' crediting. At the same time the 'laggers' go on linking their 

hopes with the assistance of the state and thus fewer of them than in the 

'leading' group 'vote' for disinflation policy and respectively more of them ex-

pect that the government will take measures stimulating output. 
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Table 8.  

WHAT TARGETS OF THE MACROECONOMIC POLICY ARE CRU-

CIAL AT THE MOMENT?  

(% of the total number of enterprises in each group, on the average over 4 

surveys, July 1993 — April 1994)  

 

Variants of answer 'Leaders' 'Laggers' 

Slowdown of inflation 33 16 

Encouragement of production 61 77 

Hard to say 6 7 

Source: 'The Russian Economic Barometer' monthly surveys 

 

*  *  *   
The evidences from the surveys shed some light on the backgrounds of pro-

ducers' forecasts. The producers predicting the soonest way out of the crisis 

base their anticipations on the fact that they have already made some substantial 

steps to approach the recovery and expect that these steps will give the results 

in the observable future. When drawing the portrait of transitional innovators 

the following features should be emphasized. They consider the process of tran-

sition to the market to be irreversible, they rely more and more on themselves 

not expecting support from the state, they are more active in their attempts to 

solve numerous problems and in seeking radical ways to swifter adjustment to 

this almost everyday changing transitionary world.  

According to Schumpeter, the presence of innovators is crucial for overcom-

ing economic stagnation. The appearance of one or few innovators (or 

'entrepreneurs') 'facilitates the appearance of others and these the appearance of 

more in ever-increasing numbers' (2). Within this concept the fact that there are 

transitional innovators among the former state industrial enterprises is really 

hopeful. And the increase in their number will be crucial for overcoming the 

specific transitional  
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economic crisis accompanying the transition from one economic and political 

system to another.  

NOTES AND REFERENCES 

1) For more details see: Aukutsionek S. How Do Managers of Industrial En-

terprises Assess the Policy of Reforms? / The Russian Economic Barometer, 

Vol.II, 1993, No.2. 

2) Schumpeter, J.A. The Theory of Economic Development. Oxford Univer-

sity Press. 1961, p.228. 

ECONOMIC MOTIVATION OF RUSSIAN ENTERPRISES 

Sergei Aukutsionek 
The peculiarities of the current situation in the Russian industry are to a con-

siderable extent determined by producers' unhackneyed behavior. Before the 

reforms, it was a common view that having acquired independence the former 

state enterprises would in no time turn into normal market producers, whose 

behavior would correspond to conventional theories and models. 

Unfortunately, the life is in no haste to confirm those hopeful expectations. 

Changing the rules of game 'from above' proved to be insufficient. It is abso-

lutely indispensable that enterprises are WILLING to play by the new rules. 

This is the point where a hitch occurred. Goals, pursued by a typical Russian 

enterprise, as yet only remotely resemble those of normal market producers. 

Over the three years of reforms, this gap seems to have diminished, but it is 

visible enough. 

As is seen from Table 1, the three most popular items among Russian man-

agers were: increasing output (the average rating over 1994 is 51%), preserving 

the number of the employed (36%) and maximizing profit (31%). Note that 

whereas the first motive steadily prevailed in all the surveys of 1994, the third 

one — maximizing profit — was not as much firm in occupying the third place. 



14 The Russian Economic Barometer, Vol.III, N4, 1994  

Table 1.  

Distribution of answers to the question: ACHIEVING WHAT GOALS 

WAS FUELED BY YOUR ENTERPRISE'S BEHAVIOR OVER THE 

LAST HALF-YEAR?  (industry, share of respondents, %) 

 

Variant of answer When the survey was conducted 

Maximize, increase, 1994 on the average 

preserve, or improve IQ IIQ IIIQ IVQ over 1994 

1. profit 36 40 27 22 31 

2. wages plus profit 38 22 19 19 24 

3. average wages 36 34 16 20 26 

4. output 57 63 41 44 51 

5. employment 47 45 31 20 36 

6. revenues of managerial staff 4 2 1 1 2 

7. state subsidies 1 0 2 0 1 

8. financial condition – – 44 56 – 

9. something else 1 1 2 0 1 

NOTE: It was required to point out 1 or 2 variants of answer. 

Source: The REB surveys. 

Including the item on financial condition into the list of possible answers in-

fluenced essentially the results of the two last surveys and made it difficult to 

undertake comparison with the preceding period. However, the RELATIVE 

ratings of the three mentioned motives for economic activity were not visibly 

influenced by this operation. If in every survey we take the number of enterpris-

es, seeking to increase output, for 100%, those concerned about the number of 

the employed will comprise (in the 4 surveys) — 82, 71, 76 and 45%, and those 

concerned about profit — 63, 63, 66 and 50% respectively. In other words, the 

sharp reduction in relative weights of employment and profit occurred not earli-

er than 3 months after the item of financial condition had been included into the 

questionnaire. 

Additional light on the structure of the objective function of Russian enter-

prises is shed by the analysis of intersection of different motives  
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(when answering the question on goals the respondents were allowed to give up 

to 2 variants of answers). Table 2 displays the average data. The lines corres-

pond to the groups of enterprises, formed by three main goals (profit, output, 

employment), and the columns — to subgroups within each group formed by 

different motives. 

Table 2.  

SUPERPOSITION OF DIFFERENT ECONOMIC GOALS  

(the share of the enterprises in each group,  

data average over 1994, %) 

 Subgroups: enterprises concerned about 

Groups of enterprises profit output employ-

ment 

wages 

plus 

profit 

financial condition 

(2nd half-year) 

1. concerned about profit 100 45 25 6 39 

2. concerned about output 28 100 25 24 36 

3. concerned about employment 20 36 100 21 36 

NOTE: Sums of lines exceed 100 since 2 variants of answer were permitted. 

Source: The REB surveys. 

What immediately attracts one's attention is the weak correlation between 

the motives. The strongest correlation is observed between profit and output — 

45% of enterprises, seeking profit, are at the same time trying to increase out-

put. In all the other cases, the size of intersection is by far smaller. This is likely 

to speak in favor of the fact that the economic goals, singled out here, are rather 

autonomous: achieving one of them does not imply that of another (at least at 

the present stage of the Russian economy development). 

In quite a number of instances, such independence is especially striking. For 

instance, the two motives — desire to preserve the number of the employed and 

to increase output — should be closely intertwined. Nevertheless, they are not. 

The same is true for the 'profit-financial conditions' motivation couple: the de-

gree in which they overlap  
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is low not only absolutely, but does not stand out against the background of the 

other motivation couples ('output-financial conditions' and 'employment-

financial conditions'). 

It should be also stressed that autonomy (in the sense considered) of the 

chief economic goals throughout 1994 tended to grow. For example, in the first 

half-year the share of enterprises, concerned about the output volume, made 

56% of the profit-maximizers, while in the second one it shrank to 32%. The 

degree of superposition in the other motivation couples reduced twice or even 

thrice — 'profit-employment', 'output-employment', etc. 

It would be only natural to suppose that the promarket shift in the economic 

priorities occurred rather in privatized enterprises than in those remaining in 

state ownership. Nevertheless, this hypothesis has not been fully confirmed. On 

the one hand, the share of profit-maximizers (see Table 3) among non-state 

enterprises (35%) is visibly higher than among state (25%) and intermediate 

ones (28%). On the other hand, one should ponder over the high rating of out-

put (50%) and employment (35%) of the non-state enterprises yielding but little 

to the similar indicators in the group of state enterprises (55 and 36% respec-

tively). 

Table 3.  

ECONOMIC GOALS AS DEPENDING ON THE ENTERPRISE STATUS 

(% of the number of respondents in each group, data average over 1994) 

 Enterprises concerned about 

Enterprise status profit output employment wages plus profit financial condition  

(2nd half-year) 

1. state 25 55 36 24 44 

2. non-state 35 50 35 24 56 

3. intermediate 28 51 42 27 40 

NOTE: Sums of lines exceed 100 since 2 variants of answer were permitted. 

Source: The REB surveys. 
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With the alteration of the Russian producers' status, new people often be-

came managers of units. Does this imply changes in the economic motivation? 

In particular, is it true that it is new managers who become champions of the 

market economic policy? Paradoxical as it seems, the answer may be 'no'. 

Let us consider certain results of the REB survey presented in Table 4. Here, 

'the renewal of higher managerial staff' means, in the first place, PARTIAL 

replacement of governing board members (since there were almost no enterpris-

es where such replacement was complete).  

Table 4.  

ECONOMIC GOALS AND RENEWAL OF THE ENTERPRISES' 

HIGHER MANAGERIAL STAFF (the 3rd quarter of 1994, % of the 

number of respondents in each group) 

 Enterprises concerned about 

Composition of a unit's higher 

managerial staff after privatiza-

tion 

profit output employment wages plus 

profit 

financial 

condition 

1. renewed 18 43 34 23 43 

2. not renewed 37 40 33 17 47 

NOTE: Sums of the lines exceed 100 since 2 variants of answer were permitted. 

Source: The REB surveys. 

 

As we see, the enterprises with preserved (pre-privatization) managerial staff 

happen to be profit-maximizers twice more often than those with the changed 

one. Moreover, the gap between the values of this indicator, relating to the two 

mentioned groups of the privatized enterprises, is larger than in the case of 

privatized and not privatized ones (Table 3). 

The inverse dependence — that of renewal degree upon the goals of eco-

nomic policy — is no less striking (Table 5). 
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Table 5.  

PROFIT MOTIVE AND RENEWAL OF MANAGERIAL STAFF  

(the 3rd quarter of 1994, share of respondents in each group, %) 

Groups of enterprises Degree of renewal of the unit's higher managerial staff  

after privatization 

 0% 0-10% 10-50% >50% 

1. Concerned about profit 73 27 0 0 

2. Not concerned about profit 51 37 11 1 

Source: The REB surveys. 

 

Among profit-maximizers only 1/4 did renew the governing board after pri-

vatization and they performed it on a small scale — on less than 10%, whereas 

among those, who did not seek to maximize profit, this renewal was recorded in 

1/2 of the enterprises and in quite a number of them it was rather significant. 

So far it is difficult to explain this phenomenon. Probably, those breaking 

through to the governance during privatization are of the populist disposition 

from the very beginning. Besides, they may be not too competent and sure in 

their position in the unit. As for the preserved part of managers, the very 

precedent of replacement is capable of restraining their 'strivings for market' 

thanks to the real threat to be kept away from business in the case of failure. All 

this makes them choose compromise patterns of economic policy with tradi-

tional stress on output and employment. In the opposite group of enterprises, 

the picture is a reverse one: the 'old' managers, that are sure in their position 

and understand the economic situation well, feel themselves objectively more at 

home when abiding to the new strategy of profit maximization. 



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

RUSSIAN CONVERSION AT THE ENTERPRISE LEVEL*  

Ksenia Gonchar 

1. INTRODUCTION 

The defense industry conversion process in Russia has been under way for 

more than five years. And there is much reason to believe that a lot of time was 

wasted implementing ambitious and costly concepts, that resulted mainly in 

discrediting of the idea and principles of what might once become the major 

potential of resources and innovative initiatives for successful systemic transi-

tion. Though most of these problems are widely presented in scholar debates, 

the topic of entrepreneurial conversion from below is rarely addressed and often 

surrounded by a number of myths. 

This paper examines specific business practices of defense industrial manag-

ers in their attempts to overcome the stress of sharp decline in military orders, 

high inflation and institutional disorder. It can be argued that most of the ac-

tions within their adjustment practices may hardly be defined as conversion, 

while they include either expansion of already existing civilian activities, or 

organizational restructuring with the military part of capacities kept idle, but 

untouched. It is highly disputable whether in this case definition game may be 

useful, while the limits of narrow understanding will deprive us of the opportu-

nity to look at the process of industrial demilitarization with the wide institu-

tional and economic context in mind, with the understanding that the former 

defense enterprises are undergoing now several interrelated deep adjustments 

having a kind of synergetic effect. Moreover, the  

                                                                 
* This is an abridged and updated version of the paper presented at the UN Conference in 

Hong Kong on International Cooperation to Promote Conversion from Military to Civi-

lian Industry (July 1993). 
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defense managers can not bear responsibility for not including direct retooling, 

if possible, or trade in the released equipment into the set of measures to deal 

with the defense cutbacks. The government has not yet reassessed the limits of 

definitely overestimated needs in reserves for mobilization and enterprises are 

obliged to go on keeping them — with major losses and narrowed breathing 

space for managerial decisions. 

2. THE GENERAL ENVIRONMENT FOR ENTERPRISE REFORM IN 

THE DEFENSE INDUSTRY 

Great changes since late 80s have completely reversed the economic and po-

litical environment for conversion efforts at the micro level. The outsiders may 

find it hard to believe how many factors — of no lesser importance than the 

military downsizing — are influencing now the managerial strategy of a defense 

factory's director, and at least half of these factors defy reliable forecasting. It 

might be argued that this unusual sequence of events and unpredictable cir-

cumstances, threatening the very existence of enterprises, too large and regio-

nally significant to be simply closed, turned to become the best teacher for flex-

ible and business-oriented style of decision-making. Not yet market, but at least 

systemic crisis management culture emerges.  

Several key factors are at work in the context of conversion politics: 

(1) The first major problem is the uncertainties originating from the Defense 

Ministry and the reforms of the arms procurement system. A new chapter in 

Russian conversion history was opened when the defense orders were cut, as it 

is believed, by 68% in one year (1992) thus creating great pressure for conver-

sion efforts. But cancellation of contracts did not result in immediate downsiz-

ing of production due to the old planning discipline (especially if a weapon 

system was in the middle of its production cycle), miscalculated inflation rates 

for military products and major contracts from the former Foreign Trade Minis-

try, which has distributed many orders for military hardware without the signed 

contracts with the possible recipients. 
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Large gaps between the dynamics of contracts, production and employment 

(see Table 1) along with poor investment in restructuring of defense enterprises 

resulted in running out of cash, internal payment debt crisis and general insol-

vency of most of the enterprises (according to the data of Gosoboronprom, less 

than 30% of defense plants were solvent early in the  1994). 

Table 1.  

DYNAMICS OF DECLINE IN THE MILITARY-RELATED ECONOM-

IC ACTIVITY  

(in % of cuts to the previous year) 

 1992/1991 1993/1992 

Defense contracts 68 – 

Industrial output of military industrial complex (MIC) 18 16 

including arms production 37 30 

civilian production 5 11 

Employment in MIC 9 12 

including in arms production 37 17 

in civilian production +8 10 

Source: Center for Economic Conjuncture and Forecasting under the Council 

of Ministers-Government of the Russian Federation: Rossya-1993. Ekonomit-

cheskaya konyunktura, Vol.4, p.202, Rossya-1994, Ekonomitcheskaya konyunk-

tura, Vol.1, p.186. 

 

At the microlevel, the military reforms may be traced in the figures from the 

study of 600 defense enterprises performed by the Russian State Committee for 

Statistics (one of the most representative ones). It has shown an average fall in 

the share of military production from 51% in 1990 to 26% in 1992 (in fact, a bit 

less, because inflation index for consumer durables was higher than for the 

defense hardware). These 600 enterprises have fired about 300 thousand people 

and 54% of released capacities have been retooled. On the other hand, the study 

has also indicated a decline of the share of converted capacities in the total  
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fixed capital and the growth in the cost of equipment meant for mobilization 

reserves [1] . 

Major problems and losses originate from the overestimated opportunities to 

rely upon the international arms trade as a source of finance for reconstruction. 

According to Gosoboronprom, only 59 enterprises and 61 R&D organizations 

are competitive on the international market [2], while a much larger number of 

establishments, inspired by provocative appeals of some governmental experts, 

were claiming to have arms export potential and went on producing weaponry 

for the non-existing market niche. Survey of 140 defense enterprises, performed 

late in 1993, showed that 2/3 of directors expected declines in arms exports and 

about one-half — decline in civilian exports [3]. 

Another issue that is worth mentioning is the new shape of the domestic 

arms procurement system, which future is very sensitive to the outcome of a 

process of power redistribution between the new emerging governmental insti-

tutions with ambitions to control the arms industry and conversion. Though not 

much is known on this subject, it is clear that the power of decisive reform-

making in this field is shifting gradually to the Defense Ministry with intentions 

to borrow mainly from the American practice of military budgeting and pro-

curement procedures. The Defense Ministry will be the main contractor of wea-

ponry with the obligations to define and support firms involved in the produc-

tion of next-generation defense technology. The initial goal is to establish a 

limited number of main defense contractors in the form of huge diversified 

corporations with stable links and cross-ownership of shares with the subcon-

tractors and most powerful banks and other financial institutions. If this goal is 

achievable, then there exists a certain danger that for the commercial market 

only firms with no technological or economic value will be released: It is 

doubtful that conversion of handicapped firms may bring many dividends to the 

economy. 

Meanwhile the transition to the new procurement shapes turned to be very 

slow for the defense managers whose time is running short. Many of them esti-

mate defense contracts as unsafe and unprofitable,  
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stress large mismatch between project planning and budgeting, while the sub-

contractors accept orders only when they are paid in advance, thus exhausting 

their general contractor's operating revenues. Sudden changes of procurement 

politics combined with the above mentioned factors often lead to intentions to 

break out of the dependence from the defense contracts and mass refusals to 

cope with the military production with the growing interests to the civilian al-

ternatives. 

(2). Another factor of great importance is the governmental rush from the 

'big bang' economic policy to growing state control and back, appointments to 

the key positions of people with mutually exclusive agendas. Thus many of the 

sacrifices for the sake of systemic reforms are being devaluated and credit 

pumping contributes to inflation and kills motivations for market-oriented be-

havior of those managers who started to rely on their own initiatives. Summing 

up the most crucial objective consequences of transition crisis and problems, 

originating from the wrong-made conversion, economic and industrial policy, it 

might be suggested that the entrepreneurial behavior is determined by the fol-

lowing six factors : 

— lack of sufficient legal and institutional framework to introduce the most 

reasonable conversion decisions. (Though the shortages and contradictions of 

economic legislation may be exploited for the enterprise's self-interest); 

— high inflation of production and transaction costs makes the investment 

climate very risky, diverting finance from the projects with a long and sophisti-

cated technological chain and life cycle — exactly those which are very close to 

the former military specialization;  

— lack of sufficient civilian demand — a new and challenging factor for de-

fense managers and state authorities, whose major concern is to stimulate civi-

lian demand. 

— despite the fact that the law on bankruptcy was already formally enacted, 

the risk of entrepreneurial behavior is still weakly connected with the risk of 

bankruptcy. In case the bureaucratic approach towards working out of a possi-

ble closure list according to the bargaining skill of  
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actors with little reference to one's economic efficiency persists it will hardly 

contribute to useful structural shifts in the engineering industry, and the present 

model of credits and subsidies distribution would hardly create new motivations 

for restructuring and responsible economic behavior; 

— today the defense units are going on to pay for the failures of the recent 

conversion concepts, being obliged to convert already civilian capacities and 

products developed with the wrong understanding of actual demand, irrational 

choice of partners thrusted by ministerial pressure. (For instance, some of the 

attractive conversion projects and even traditional high-tech civilian production 

within the former defense complex were canceled because of the lack of curren-

cy revenues: the portion of imported spare-parts in civilian consumer durables 

produced at the defense enterprises accounted for 20%-30%); 

— though perfect domestic competition as a stimulator of rational adjust-

ment policy could not play any role under the above mentioned conditions, the 

defense managers are facing now the threat of foreign competition accompany-

ing a new openness of the country and high inflation of costs which tends to 

diminish the benefits of lower labor and energy prices. 

Based on these brief observations it appears that the problem of a defense 

manager's business practices in transition economy should be addressed with 

notion of this unique combination of events, difficulties and opportunities in 

mind. A relevant question is: does such an environment encourage the creation 

of a new business market-oriented culture adapted for real structural adjust-

ments within the framework of conversion policy? 

3. ENTREPRENEURIAL CONVERSION FROM BELOW: EMERGING 

'SUCCESS' 

In early 1993, the Ministry of Finance has introduced some criteria of suc-

cess for industrial enterprises undergoing reforms. They are: expansion at the 

domestic and foreign markets, stable economic per- 
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formance while making reforms, maintenance of social and economic infra-

structure, —and all this under the strict condition of not resorting to state sub-

sidies and soft credits [4]. The total number of enterprises of this kind ac-

counted for approximately 300 in the middle of 1993 with the unknown portion 

of the former defense units among them. 

However large or low this number is, application of the mentioned criteria 

with the strong political component to the studies of conversion issues does not 

seem practical: If the government makes cheap credits available, or if getting rid 

of overdiversified capacities and infrastructure results in major cost savings, it 

would be hardly fair to blame the defense managers for using these opportuni-

ties in their adjustment practices. Not speaking about the fact that the business 

risk of any innovative activity now is unreasonably high in comparison to the 

exploiting of market disbalance and rents originating from the monopolistic 

ownership of technologies, insider information, and production of particular 

goods. It would be naive to expect that being placed into extremely difficult 

environment, threatening the establishment's survival, the defense managers 

would not look for help trying to use measures which might mean a disaster 

from the macroeconomic point of view. In general terms, we would try to ex-

plore the strategy of 'winners' ignoring the criteria of macroeconomic utility of 

their adjustment business and pay main attention to the methods of expanding 

activities at the civilian market. 

The most typical ways of adjustment may be identified as production costs 

efficiency measures, structural reallocations, market-demand orientation, insti-

tutional changes and financial strategies. 

1. Production costs efficiency. 

The main impulse for saving costs was given rather by inflation than by cut-

down of military orders. In so far as fuel and energy costs were one of the lead-

ing inflationary factors, most of the managers report about incentives to save 

energy and raw materials and to invest into the projects connected with the 

production of energy- and resources-saving devices and technologies. And 

nearly all defense managers are  
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decreasing costs economizing on R&D, construction, equipment modernization, 

labor force training, maintenance of social infrastructure, limiting investment 

into the plant's future. 

Though one opportunity still remains unexploited — labor force costs. 

However unusual it looks, the Russian defense managers prefer to keep em-

ployment rather than to fire people and decrease labor costs. One explanation 

might be that to have modest salaries with shortened working hours is a substi-

tution of the lacking or insufficient unemployment insurance system, and the 

defense manager, being traditionally devoted to the idea of 'keeping a working 

collective' has the intention to escape lay-offs. As, for example, the director of 

the Vyborg electronic instruments plant G.Fedorenko told the author that he 

prefers the workers to be paid than to see a laid-off wandering near the plant 

and breaking windows: keeping unemployment hidden the directors are invest-

ing into the guarantees of social security. 

On the other hand, this escape-lay-offs-policy has often the aim to keep ex-

perienced workforce rather than those with the low or obsolete skill. It may 

soon cause serious conflicts: there are some cases when the demand to maintain 

employment is included into the privatization schemes thus contradicting profit 

maximization and conversion aims. 

2. Structural reallocations. 

 Restructuring is the most essential initiative to conversion efforts at the 

plant level. Even for the firms, which are better diversified across commercial 

and military sectors, expanding the traditional civilian output often brings 

losses, because it was oriented towards another cost structure, pricing system 

and consumer's demand. 

One way used is across-the branch-borders industrial cooperation. It is ra-

ther new and not wide-spread event because of the former dependence of enter-

prises from the ministerial supervision, which has prevented cooperation of 

enterprises with different subordination even when they have produced similar 

products and were situated in one region. Getting rid of most of the dependency 

as a result of disintegration of the former hierarchical structures has promoted 

penetration of  
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shipbuilding enterprises to radio engineering, the plants of the Ministry of 

Atomic Energy into microelectronics, TV-sets production and so on. 

Joint-venture strategy, both with the foreign and especially domestic civilian 

partners, is also estimated as very helpful while entering the new market. It 

includes licensed co-production, co-development, joint sales of dual-use mili-

tary products and technologies and many other versions. 

The defense business culture was traditionally very inhospitable to the civi-

lian outsiders, charging them with low discipline, major technological gaps, 

lack of innovative behavior. The changed economic environment and real radi-

cal decrease of military orders forced the defense managers to review their atti-

tude towards corporate alliances with units from the civilian industry, in case 

they possess distribution network, may raise demand for some devices (motor 

car and oil industry in particular) or simply have excess working capital. The 

civilian plants in their turn usually do not impede the newcomers from entering 

their market with the hopes to benefit from the access to technological innova-

tions coming from the 'rich' defense enterprises. 

Moreover, these alliances may invite small private firms which have ma-

naged to make quick profits in the trade and redistribution operations and now 

are looking for more long-term business, or include the consumers of the joint 

venture production into the company. 

Another key element of structural reallocation strategy is the tendency to 

overcome the burden of overconcentration. The Soviet defense industry was 

traditionally represented mainly by huge-scale enterprises which size signifi-

cantly exceeds the reasonable level (see Table 2). There exist several factors 

calling for and against breaking up the firm into smaller units. Surely, the split-

ting may result in decreased bureaucratic costs, will prevent distribution of 

losses and overhead costs of defense production on the civilian goods thus in-

creasing the competitiveness, make the firm more flexible and viable at the 

unstable markets. Growing interest in purely commercial activities is the best 

guarantee from political resistance and opposition to market reforms.  
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Splitting the firm might also give the opportunity to enjoy the benefits of priva-

tization, if the whole enterprise is excluded from the privatization program. On 

the other hand, the managers of large defense enterprises are cautious to lose 

strategic functions (R&D, labor force retraining) and technological unity in case 

the enterprise is disintegrated. 

 Up to now two mixed strategies are used: Some firms have shown interest 

in establishment of semi-independent daughter-firms with the basic idea to 

separate certain commercial projects. For example, a well-known Khrunichev 

plant in Moscow, which used to produce strategic missiles and launchers 

'Proton', is not allowed to be privatized. They have established several joint 

stock companies to deal with their commercial projects (small aircraft, commer-

cial launches, gas balloons for motor vehicles). Another approach is to delegate 

more entrepreneurial freedom (including responsibility for financial perfor-

mance, losses and profits) to the shops and divisions of the large enterprise, 

keeping the rights of strategic decisions at the upper managerial level. 

Table 2. 

DISTRIBUTION OF RUSSIAN DEFENSE ENTERPRISES BY THE 

NUMBER OF EMPLOYEES  

(% of the total number of enterprises) 

Labor force less than 200 201-500 501-1000 1001-5000 5001-10,000 over 10,000 

Defense industry 0.3 1.6 3.9 49.8 28.3 16.1 

Industry as a 

whole 

66.2 16.2 8.2 7.7 1.1 0.6 

Source: Rossya-1993, Ekonomitcheskaya konyunktura, Vol.1, p.157. 

 

3. Market-demand orientation. 

Marketing and sales are becoming gradually the most acute concern of en-

terprises under conversion. Though in the late 1991 about 65% of the directors 

reported about the lack of any problems from the demand side [5], beginning 

from 1992, demand turned into the main problem and motivation to choose 

market for civilian production. 
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Civilian export would be estimated as the best decision though success is 

usually achieved only by separate enterprises mainly from the aerospace and 

shipbuilding industry which are enjoying the advantages of convertible tech-

nologies, long-term links with the importers and gaps in the costs of labor and 

material and energy resources. The majority of enterprises have mainly occa-

sional sales of small numbers which do not allow to rely on export-oriented 

strategy, not to mention the problems of patent's purity, lack of experience and 

information and the limits of export tariffs. 

Another option is import substitution from the former Soviet republics. This 

strategy turns out to be successful when import substitution is combined with 

stable demand, which was mainly the case for the oil and natural gas industry. 

Thus 'Special machine building and metallurgy' state concern (actually, the 

former Ministry of Defense Industry) has launched a program of development 

and production of equipment for the oil and gas industry, substituting the im-

ported equipment from Azerbaijan and distributing orders and technologies 

among the enterprises of the former ministry. On the other hand, there are some 

cases when the demand for formerly imported machinery was overestimated 

and plants started to operate at losses. 

As regards the domestic market, it might be argued that there are very few 

fields of stable demand for the alternative products of former defense enterpris-

es: 

— from the branches protected by state subsidies and export revenues (first 

of all everything, connected with petroleum mining, pumping, extraction, trans-

portation) or where demand is created by state orders (energy supply, public 

transportation); 

— from the branches which produce motor cars and other vehicles; equip-

ment for housing construction; 

— and at last, some areas of short-term return of investment: services, main-

tenance, production of spare parts to service the existing park of different ve-

hicles, including imported second-hand cars. 
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 4. Institutional changes 

The key problem in this field of managerial decision-making is surely priva-

tization. On the eve of large-scale redistribution of ownership rights, the former 

managers began to reevaluate their business prospects by the opportunity to 

accumulate potential rights for valuable property rather than by current profit 

maximization. 

 Major contradictions are involved in the procedure and concept of defense 

industry privatization. Only 40% of defense enterprises can be privatized by the 

special permission of the central government (according to the special decree 

on privatization of defense industry of August 1993). 60% left in state control 

and ownership are the establishments producing strategic weaponry, all enter-

prises of airspace industry and units which produce equipment for special ser-

vices, as well as large R&D institutions [6]. The privatization program launched 

by the government is very disputable with the unclear procedures for manage-

ment of enterprises remaining in state ownership, growing pressure from the 

ministries to retain property under their supervision and to keep the majority 

stake in the sharecapital. Perhaps, of major concern is the privatization of the 

former defense loss-making enterprises with very specialized and obsolete 

equipment, where only premises, infrastructure and labor force may be con-

verted although involving large new investment. 

Most of the large defense enterprises introduced privatization plans, in 

which the staff and management are receiving property without cash investment 

and exploiting cross-ownership of shares with the subcontractors and financial 

institutions to keep outsiders from buying shares. Moral objectives have been 

raised based on concern that uncontrolled process of self-privatization will 

encourage defense industry directors to use their power, informal links and 

informational monopoly to receive the better and most valuable part of state 

property free. It seems that the choice between the two bad decisions — to let 

them develop economic interests in civilian entrepreneurship by giving away 

the property 
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or wait for more socially just decisions, promoting political resistance of impo-

verished directors, was made in favor of the first one. 

5. Financial strategies 

The division of the defense industrial directors into two groups — those 

with the market-oriented behavior and 'conservatives' aimed at state subsidies 

seems to simplify the real situation, because the main criteria should be not 

whether the director uses state credits or not, but how he invests money re-

ceived from the government which gives a special favor to certain plants to 

please the powerful lobby. The 'winners' tend to exploit the benefits of cheap 

state credits and invest it into the feasible civilian projects rather than to in-

crease salaries. 

On the other hand, some managers do not limit their financial supply with 

the state support and are seeking for alternative approaches, exploiting special 

relations with the commercial banks and traditional informal links to the verti-

cally integrated elite establishments of the former defense industries. 

The mechanism of control of the financial market over industry is under-

going radical changes and now presents a strange mixture of the old and new 

forms. The old legacy comes mainly from the fact that many commercial banks 

were founded by large defense enterprises which use to receive credits on low 

interest, and in fact the majority of these banks still are part of the state eco-

nomic system, serving the more diversified distribution of credits between state-

owned plants. It gives managers many opportunities to risk with very soft pres-

sure from the dependent banks. On the other hand, the banks have started 

struggle for the control over state property and may play a certain role in deep 

penetration into the industry using 'debt for equity swaps' while giving credits 

secured by industrial shares, and using already existing infrastructure for trust 

management through investment funds [7]. There are also some signs of emerg-

ing investment activity of new commercial banks in the defense industry. Their 

visible advantages against traditional banks — greater flexibility, readiness to 

share part of the  
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investment risk — place them into the group of potential long-term partners of 

high-tech industry. 

Informal relations between the defense managers seem also to be the legacy 

of the past, adjusted to the new goals and economic realities. It is believed that 

in fact the command economy has promoted many informal, unofficial, semi-

legal methods of keeping economic activities and staying in business under the 

pressure of deficits and unreliable planning. Now informal relations occur to be 

a rational way of doing business under lack of information and very high trans-

action costs. Preferential treatment to the members of the 'old boys network' 

within the informally integrated company groups includes coordinated pricing 

policy (including double pricing system with the transfer prices for the plants in 

cooperation), mutual support in supply with resources, concentration of the 

limited financial resources for the projects with the delayed profitability, inter-

firm credits and interest group lobbying. 

We do not analyze here the illegal approaches to financial policy at the mi-

crolevel, though it is believed that the export of capital has become a regular 

instrument, used mainly when the directors fear that they won't be able to buy 

what they need from domestic producers. 

4. CONCLUSIONS 

The adjustment practices of those defense enterprises, which have managed 

to escape large losses and increase civilian production, includes usually a very 

complicated combination of various strategies, exploiting the unique conditions 

of transformation period, which makes it possible to enjoy some of the privileg-

es and 'hidden rationalities', inherited from the old system, and new opportuni-

ties of aggressive entrepreneurial behavior. However destructive for the state 

budget and inflation some of these strategies are, it might be argued that the 

imposing activity at the lower level creates some islands of hope for successful 

outcome of Russian reforms in the defense industry. 
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BUDGET CONSTRAINTS IN ECONOMY UNDER 

TRANSITION 

Sergei Aukutsionek, Elena Belyanova 

1. INTRODUCTION 

Nowadays, it is almost generally acknowledged that under transition from 

centrally planned economy to a market one, the modification of the economic 

agents' behavior is vitally important though very difficult to be implemented. 

Unfortunately, the widely spread initial conception of behavior, changing im-

mediately after the price liberalization, proved to be faulty. At present, the same 

— if not greater — aspirations are connected with privatization. 

It is regarded that the degree of hardness of the budget constraints, in the 

framework of which enterprises are performing, is among the most significant 

factors determining the behavioral characteristics. The thesis, going back to 

J.Kornai, states that the market economy differs  
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from the centrally planned one primarily in the fact that in the former the budg-

et constraints are hard while in the latter they are soft. Hence the penchant of 

quite a number of investigators to relate the pro-market evolution with the har-

dening of the budget constraints. Still a question arises whether this hypotheti-

cal relation is actual. 

The present situation in the Russian economy (as well as in some other 

countries in transition) is quite unprecedented and so complicated that any at-

tempt to answer the posed question in a straightforward manner immediately 

runs into contradictions. There is no lack of evidence of both points of view — 

the one that the budget constraints are being hardened, and the second that they 

are not. 

For instance, on the one hand for the first time throughout years and years 

this country experienced emergence of numerous commercial banks, providing 

commercial loans at the market interest rates to the enterprises. On the other 

hand, the state goes on to render support to a multitude of enterprises — poten-

tial bankrupts. Which situation is traditionally linked with the soft budget con-

straints. 

In our opinion, the systemic analysis of the budget constraints hardening re-

quires clarification of the concept of budget constraints as such. The present 

paper is aimed chiefly at answering the question of HOW TO MEASURE THE 

'STRINGENCY' (term suggested by J.Kornai [1]) OF BUDGET CON-

STRAINTS. The theoretical approach to this problem is discussed in Section 2. 

Section 3 describes the process of the budget constraints hardening in transi-

tional economy within the conventional demand and supply scheme. In Section 

4, a formal model is proposed to measure the stringency of budget constraints. 

This model is applied in Section 5 to assess the changes in the budget con-

straints stringency in the Russian economy throughout 1992-93 (for the pur-

pose, data of surveys of the Russian industrial enterprise managers is used, see 

Survey Outlines, this issue). And finally, Section 6 contains summary and dis-

cussion of the directions of further studies. 
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2. PRELIMINARY REMARKS 

The hard and soft budget constraints constitute two extremes characterizing 

rather ideal than real economic systems. In his paper 'Soft Budget Constraint', 

J.Kornai has proposed to depart from the 'yes or no' framework and to proceed 

from existence of a scale of stringency. From our point of view, it is the solely 

proper approach while studying the budget constraints in transitional economy, 

since it constitutes an intermediate position between the two theoretically con-

ceivable extremes that this economy constitutes. 

To describe the intermediate situation, J.Kornai gives an example appropri-

ate for our case as well. He compares the enterprises' performance with the 

highway traffic. Earning being equal to expenditures here corresponds to mo-

tion with the maximum allowed speed, and losses — to the exceeding of the 

speed limit. Some drivers abide by the established rules, others do break them 

and exceed the limit. The frequency of violations (i.e., position on the scale of 

stringency) depends on the measures being applied to the infringers: the more 

rigorous are the measures, the fewer are the violations. 

This seems to be the very point from which it is expedient to develop and 

extend the J.Kornai concept. Let us assume that the fine is the only measure to 

be applied to the infringers. The fine being so negligible that violation becomes 

a common fact corresponds to the soft budget constraints (BC). Whereas if the 

fine is so high that nobody dares consciously to exceed the limit established, the 

situation may be likened to that existing under hard BC. Shift along the scale of 

stringency from the soft BC to the hard ones will take place as the fine is raised. 

To make this analogy complete, we are to define what may correspond to the 

fine in the BC conception. In our opinion, it is EXPENDITURES ON GET-

TING THE EXTERNAL FINANCING. As far as we can judge, this treatment 

coincides with that by j. Kornai. For example, he gives the following argument 

in favor of the fact that the BC scheme is  
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not of the 'yes or no' type: 'External assistance is usually not granted automati-

cally, as some effort is needed to obtain it' [2]. 

Thus, the answer to the question put in Section 1 — how to measure the 

stringency of budget constraints — should be tentatively formulated as follows. 

It can be measured by expenditures on receiving the external financing: growth 

in expenditures means the budget constraints hardening, and vice versa. 

The next two chapters deal with the problem of what expenditures are exact-

ly implied and what indicators should be used to measure them. 

3. GENERAL SCHEME OF THE BUDGET CONSTRAINTS 

HARDENING 

First of all, let us present a general procedure of the BC analysis based on 

the simplistic demand and supply model. Let us consider a producer, whose 

E(Q) function of marginal costs is of a conventional upward sloping type 

EQ > 0 , (1) 

and comprises, besides money, all the other kinds of expenditures that may be 

connected with the resources attracting: those of time, energy, nerves, etc. I.e., 

we speak about the TOTAL marginal costs of production (leaving alone the 

problem of their components commensurability).  

To simplify our description, let us abstract from all the nuances of the E(Q) 

function possibly accounting for all the kinds of costs save those linked with 

attracting the external financial funds. I.e., we suppose that the change in steep-

ness of the marginal costs curve (under various output) is caused exclusively by 

their financial component — by growth in expenditures (in the wide sense of 

the word) on acquisition of additional units of external financing. 

Besides, let us assume that the demand is not constrained in any way and 

any amount of goods is sold at the same price 
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P=const. (2) 

Here, this precondition is of a technical nature because the lowering of the 

price, going along with the growth in output, may be formally considered as a 

rise of 'costs' of 'attracting' the new customers. 

We shall suppose that the producer optimizes his output and the optimal Qo 

is achieved under certain proportion of the marginal costs and prices: 

E(Q0)/P = c. (3) 

It is assumed that at every one moment the output equals the optimal one 

Q=Qo. (4) 

In the framework of the given model, the current situation in the Russian 

economy may be described in the following way. 

Hardening of the financial constraints (or — to be precise within the ap-

proach set forth above — budget constraints) manifests itself in steepening of 

the marginal costs curve to such extent as this steepening accounts for expendi-

tures on acquisition of additional units of the external financing. Other things 

being equal, the process is accompanied by the fall of output but does not nec-

essarily result in removal of the loss-making production units (Fig.1). The scale 

of the wasteful production, being nevertheless beneficial for the enterprise, 

depends not only on the steepness of the costs curve but on the 'c' constant too: 

the greater is the constant, the farther to the left from the point of intersection of 

the demand and supply curves happens to shift the optimal output. 
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Fig.1  

Hardening of financial constraints is accompanied by the fall of output 

from Q1 to Q2 but does not necessarily result in removal of the loss-making 

production units (Q2>Q3).  

  
In market economies, the stringency of budget constraints grows, as a rule, 

along with the enterprise approaching the verge of unprofitability. Keeping the 

unprofitable enterprise alive is therefore traditionally associated with the soft 

budget constraints. In the framework of the here elaborated conception the 

stringency of budget constraints appears to be LOGICALLY independent from 

the balance between earnings and expenditures of the enterprise. To what extent 

is this purely logical possibility of incoincidence of the soft BC with the enter-

prise's unprofitability realized in practice? We claim that it is to quite a signifi-

cant one. 

Historically, the Russian enterprises were put in such conditions as to be 

able to achieve the optimal output to the right from the point of intersection of 

the demand and supply curves [3], i.e., under  

c > 1. 

With the start of the market reform, these conditions have been modified but 

not completely destroyed. As formerly, most of the enter- 



Studying Transition 39  

prises strive for keeping the output at the unjustifiably (by the market criteria) 

high level — to the right from the point of intersection of the individual de-

mand and supply curves. Many of them go on getting the state assistance of one 

or another kind. Moreover, the overall size of wasteful production has probably 

not decreased but grown up since the reforms started. And still it does not mean 

that unprofitable enterprises can easily receive the additional amount of finan-

cial resources. On the contrary, below we shall demonstrate that the BC for the 

majority of producers (understood as the steepness of the marginal costs curve) 

have been appreciably tightened. 

Taking, once more, drivers as an example, it is not difficult to comprehend 

how these two phenomena do overlap. It would be sufficient to imagine a situa-

tion when in spite of the fine being raised, the growing number of drivers ex-

ceed the speed limit being forced by external reasons — trying to save them-

selves from the flood or, say, to arrive in time at some show. As external 

reasons of the kind for the Russian enterprises, one might enumerate the pro-

found recession in production, inflation, and other consequences of the market 

reform. Or, taking another example, while formerly the 50-billion subsidies 

sufficed to cover all the losses, at present 100 billion are needed for the pur-

pose. At the same time, whereas formerly the state provided all the sum re-

quired, now it agrees to give but 60 billion. Sharpening of 'the subsidies short-

age' gives birth to a situation when expenditures of the enterprises on receiving 

the 61st billion are greater than were formerly on receiving the 51st one. Hence 

a result being, at first glance, contradictory:  coverage of losses has grown along 

with the hardening of budget constraints. 

However, in spite of the fact that steepening of the marginal costs curve is 

not directly related to the decrease in amount of funding of the unprofitable 

production, they are still stimulating each other. Overall decrease in funding of 

the unprofitable units (on macrolevel) does sharpen the competition between 

those who seek to get it and leads to steepening of the individual marginal costs 

curve, and vice versa,  
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growth in expenditures on acquisition of additional funds makes the enterprises 

abandon them and lower the wasteful output down. 

4. THE LIMITING FACTORS MODEL 

Let us now describe a formal scheme that enables to consider the problem of 

budget constraints in somewhat broader context — in the context of LIMITING 

FACTORS. We mean the factors the shortage of which — according to the 

estimates by the enterprises themselves — constitutes the chief restriction of 

their activities. More specifically, 'The Russian Economic Barometer' surveys 

(whose data will be further on used in verification) deal with factors constrain-

ing the output. In the questionnaire they are named 'the shortage' of one or 

another kind of resources: labor, fixed assets, raw materials and semi-finished 

products, financial resources, etc. For reasons, set forth in the previous section, 

the low demand on products is included in this group.  

The chief purpose of the model proposed below is to formally link the sur-

vey data of the kind with the conception of budget constraints stringency. 

Therefore, the producer's behavior will be defined in a simplistic manner — by 

the (1)-(4) conditions — so that we can immediately pass to describing the part 

of the model pertaining to surveys. 

First, let us assume that production requires the sole type of resources, to 

acquire which all the means are spent, and there are no other expenditures on 

output. For the sake of clarity, this type will be called 'materials'. 

Under the specified condition, this sole production factor will be always a 

limiting one in a sense that the rise of its price impedes the further increase in 

output. Indeed, if the price of materials (upon achieving the optimal output) was 

constant and equal to cP, there would be no incentives for the producer to 

bound the output by the amount already achieved. In other words, other condi-

tions being equal (there comprised the price of materials being constant), 

SHORTAGE OF MATERIALS OF THE cP PRICE restricts the production. 

That is why we shall consider that if an interviewer visited the given enterprise  



Studying Transition 41  

and offered the manager to choose the main production limiting factors (from a 

number suggested by the questionnaire compilers), the manager would point 

out the shortage of materials. 

The simplistic case may serve to impart a pure form to the constraints strin-

gency conception, until the definition of the particular stringency coefficient of 

H is introduced. It is quite easy to imagine that when the same manager was 

asked to estimate the value of the limiting factor stringency, his answer would 

depend on the steepness of the marginal costs curve. The steeper the curve, the 

harder would seem to be the constraints on materials to the manager. And on 

the contrary, the flat curve would be associated with relatively soft constraints. 

Proceeding from the hypothesis, let us define the absolute value of the limit-

ing factor stringency (i.e., according to the above mentioned — of constraints 

by the given type of resources) as equal to a coefficient of the marginal costs 

elasticity: 

H=(Q/E)EQ  (5)  

Note that this definition does not depend precisely on what types of expendi-

tures account for the increase in total marginal costs — either money or not. All 

the components of expenditures are supposed to be commensurated in the man-

ager's conscience. 

Let us now deal with the case of two factors named, for clarity, 'materials' 

and 'financial resources'. Suppose there are no other expenditures and 

E=E1+E2=(a+b)E, (6) 

where E1 and E2 are marginal costs of materials and financial resources re-

spectively, and the 'a' and 'b' coefficients — their shares in the total marginal 

costs. 

As formerly, the producer finds himself at the optimal point not to be passed 

on account of the rise in expenditures. In that event, however, the rise is a sum 

of the two values connected with the increase in costs of materials and finances. 

The overall absolute stringency of con- 
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straints on the two factors may be expanded into two components, the one of 

which (M) measures the stringency of constraints on materials and the second 

(F) — on finances: 

H=M+F (7) 

Since 

EQ=(E1Q +E2Q), 

M and F are naturally defined by 

M=(Q/E)E1Q =a(Q/E1)E1Q  

 (8) 

F=(Q/E)E2Q =b(Q/E2)E2Q  

It remains to describe the behavior of the polled manager when he is asked 

to single out the main production limiting factor. We assume that in this case he 

chooses the factor that makes greater contribution to the marginal costs incre-

ment. To put it the other way, under M<F does prevail the shortage of financial 

resources, while under M>F — the shortage of materials. Similarly to the pre-

vious case, a comparison is undertaken of all the types of expenditures includ-

ing the non-monetary ones. 

The case of the greater number of factors may be considered by the analogy 

with this one. 

5. EMPIRICAL RESULTS 

Let us study three tests, the results of which enable us to evaluate both the 

direction and degree of changes in the stringency of budget constraints for the 

Russian enterprises throughout 1992-1993. 

 

a) Test 1: Relative Stringency of Budget Constraints on the Whole. 

One of the most striking results, yielded by the 'REB' surveys during the pe-

riod under consideration, is a radical shift in the distribution of  
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answers to the question on production limiting factors. We shall adduce the 

survey data on two factors being here of primary interest for us: the shortage of 

financial resources (SF) and that of raw materials and semi-finished products 

(SM) [4].  

Table 1.  

SHARE OF ENTERPRISES FOR WHICH THE GIVEN FACTOR CON-

STITUTED ONE OF THE MAIN RESTRICTIONS ON OUTPUT 

THROUGHOUT THE PREVIOUS HALF-YEAR  

(% of respondents)  

 

Limiting factors Dec. 

91 

March 

92 

June 

92 

Sept. 

92 

Dec. 

92 

March 

93 

June 

93 

1.Shortage of financial 

resources (SF) 12 29 46 50 56 56 61 

2.Shortage of raw materials 

and semi-finished prod-

ucts (SM) 
88 63 43 39 40 33 27 

NOTE: It was required to point out no more than 3 (2 in December 1991) fac-

tors out of a dozen enumerated in the questionnaire. 

 

It should be reminded that on the 2nd of January 1992 the price liberaliza-

tion was implemented in Russia, which caused a real 'revolution' in the list of 

limiting factors. On the eve of the reform, almost 90% of the polled managers 

reported the physical shortage of material resources supply (SM) as the chief 

reason restricting production in their enterprises. Complaints of shortage of the 

kind are quite common in the centrally planned economy. And the fact, that by 

the sixth year of perestroika their number practically has not reduced, testifies 

of ineffectiveness of the economic reforms having been carried out in that pe-

riod. 

As for the rating of the financial resources shortage (SF), it was — in accor-

dance with the theory of centrally planned economy — extremely low: only 

12%. Throughout the following months, the situation, how- 
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ever, underwent radical changes. The two factors — of SF and SM — ex-

changed places. The proportion of the respondents, having mentioned them, 

virtually reversed [5]. 

In what manner is one to interpret the data presented? Strictly speaking, the 

enterprise managers did not answer the question on the budget constraints 

stringency and its dynamics. They simply reported the RANGING of limiting 

factors that — for the given moment of time — seemed to them to be right. 

Nevertheless, on the basis of the above discussed, we can claim that in the ma-

jority of the Russian enterprises the SF stringency has overrun that of SM.  

In other words, while at the end of 1991 did hold the inequality  

M>F (9) 

in the middle of 1992 it was substituted by the inverse one 

M<F. (10)  

Moreover, since then the area of the (10) applicability gradually enlarged 

while that of (9) — narrowed. In this sense (and in no other one) the results of 

the 1st test allow to speak about hardening of budget constraints in the Russian 

industry throughout the period in question. 

 

b) Test 2: Absolute Stringency of Constraints on Raw Materials and Semi-

Finished Products 

The 1st test results offer no means of answering the question on changes in 

the absolute stringency of budget constraints. Substitution of one main limiting 

factor by another may occur independently of the M and F coefficients' dynam-

ics. Therefore, the SF relative value may grow and the absolute one — fall. 

In general, the described scheme affords an instance to carry out a test to 

measure the ABSOLUTE stringency of the factor, provided we are given the 

simultaneous changes in output and expenditures on the considered factor as 

well as its share in the increment of expenditures. Unfortunately, the data at our 

disposal (yielded by the already men- 
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tioned 'REB' surveys) allows to carry out this procedure in an extremely rough 

manner and only for the raw materials and semi-finished products. Neverthe-

less, this test results may prove to be useful in two regards. First, they give an 

idea of how 'the lower boundary' of the SF stringency changed and second, 

serve as a link with the third test. 

The survey data, used in the given case, constitutes estimates of the output 

prices, input prices and real output by the respondents (the data concerns indi-

vidual enterprises). Beyond consideration are left the non-monetary ingredients 

of expenditures on acquisition of raw materials and semi-finished products 

along with possible changes in the share of raw materials and semi-finished 

products in the marginal costs (the 'a' coefficient). With approximation, we 

shall assume that both shares have not changed during the studied period. 

The test results are set forth in Table 2. The two upper lines present the av-

erage (over the sample) rates of growth (decline) in output and relative prices of 

materials (the E1/P analog). The third line contains the M/a evaluations, i.e., of 

the SM absolute stringency to an approximation of the 'a' coefficient. 

Table 2.  

SEMIANNUAL CHANGES IN OUTPUT AND RELATIVE PRICES  

(in % as compared with the level dating 6 months back)  

 

 June 92 Sept. 92 Dec. 92 March 93 June 93 

1. Output –8 –8 –3 –2 –6 

 (input prices):(output prices) +59 +31 +23 +26 +21 

 M/a evaluation 

 (3)=(2):mod [(1)] 7.4 3.9 7.7 13.0 3.5 

 

Table 2 demonstrates that throughout the period, roughly corresponding to 

the middle of 1992 - beginning of 1993, it was admissible to dispute on the 

question of general hardening of the material constraints in the Russian manu-

facturing in a sense of ABSOLUTE growth  
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of the M coefficient (granted that the 'a' coefficient was steady). Later on, this 

tendency was interrupted. It is quite natural to suppose that the hardening of 

budget constraints — in the case it really took place — developed, in the first 

place, during the same period. 

 

c) Test 3: Absolute Stringency of Budget Constraints 

Somewhat more definite conclusions are arrived at by turning from the 

whole sample to comparison of enterprises of the two groups: those having 

marked SF and those having marked SM. 

Table 3.  

CHANGES IN THE M/a COEFFICIENT IN THE ENTERPRISES OF 

THE TWO GROUPS  

 

Groups of enterprises June 92 Sept. 92 Dec. 92 March 93 

Having marked SM 6.4 1.7 8.2 22.0 

Having marked SF 13.8 3.3 28.0 >50 

 

As is seen from Table 3, in every survey the estimate of absolute stringency 

of materials constraints by the enterprises, having chosen SF, twice and more 

exceeded the similar indicator of the opposite group. To pass from the materials 

constraints to the budget ones, we shall avail ourselves of data on the answers 

to the question on limiting factors. 

In fact, on the one hand, for the enterprises with the prevailing financial fac-

tor the inequality holds 

F(SF)=b(Q/E2)E2Q >a(Q/E1)E1Q=M(SF) (11) 

On the other hand, under assumption that the 'a' coefficients of the two 

groups of enterprises are close to each other, the inequality follows from Table 

3: 

M(SF)>M(SM)>F(SM) (12) 
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where by (SF) and (SM) are denoted enterprises of the two corresponding 

groups. 

Hence a conclusion that 

F(SF)>F(SM). (13) 

To express it otherwise, the ABSOLUTE stringency of budget constraints 

for the enterprises, having complained of the SF, was — throughout the whole 

period — higher than for those, having complained of SM. 

In our opinion, the summary of the 1st and 3rd tests' results permits — with 

high degree of confidence — to suppose that in 1992-1993 the stringency of 

budget constraints in the Russian industry, on the whole, tended to absolutely 

increase: the share of enterprises, considering the financial factor to be the chief 

one, increased along with the growth of absolute stringency of this factor at an 

individual level. 

6. SUMMARY AND CONCLUDING REMARKS 

In this paper, the evolution of the budget constraint's role in the Russian 

economy under transition is traced through changes in their stringency. The 

latter is defined by expenditures on receiving the additional external financing. 

As a quantitative measure of stringency, the coefficient of output elasticity of 

marginal costs of financing is suggested. This indicator is substantiated in the 

framework of the limiting factors model. The indirect evaluation of the indica-

tor for the period from the beginning of 1992 - first half of 1993, having been 

obtained on the basis of the survey statistics, permits to suppose that after price 

liberalization in Russia did hold a tendency of the budget constraints hardening.  

The situation, when the optimal output occupies a position to the right of the 

point of intersection of the demand and supply curves, was quite characteristic 

of the Russian economy of the centrally planned period and — in many respects 

— remains the same nowadays. In this situation the hardening of budget con-

straints (in the sense stipulated  
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above) may be accompanied by increase in the overall losses. Hence a number 

of peculiarities of the Russian industrial enterprises' behavior. Until the state 

ceases to cover losses, seeking for external financial assistance (accompanied 

by political pressures, lobbying, bribes) will constitute a significant component 

of the enterprises' economic strategy.  

Radical shifts will not take place in the area unless the state stops playing the 

paternalistic role in respect of the enterprises. At present, one may consider but 

partial changes. As compared with the nearest past, the greater part of the en-

terprises is not 100% guaranteed to receive the required amount of financial 

assistance. This fact constitutes the most important institutional ground for the 

budget constraints hardening, being, however, of a partial character — i.e., 

pertaining to 'the last' units of financing. It is not able to make an enterprise 

shift from the 'right' (unprofitable) domain into 'the left' (profitable) one. 

Still, the enterprise's behavior is undergoing certain modifications. It be-

comes more of the market type as the necessity to pay for the financial re-

sources and their high costs becomes a reality for the enterprise. It is these fac-

tors that nowadays restrict its production (and not — as formerly — the 

shortage of materials, capacities or labor). But they are no more than marginal 

changes being as yet difficult to be discerned, given the general background of 

persistent massive unprofitability and financial assistance being recurrently 

rendered by the state. 

To conclude our study, we would like to draw attention to the fact that ap-

plication of the limiting factors model to the analysis of the budget constraints' 

evolution is but one of a number of possible ways of its availability. Taking into 

account that the survey statistics on limiting factors is being amassed through-

out decades in many countries, we have every right to suppose that using these 

data in the conventional applied microeconomics will promote the development 

of new directions in the economic analysis. 
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S U M M A R Y  A N D  C O M M E N T S  

COMPLETE LIST OF LAWS AND REGULATIONS ON 

PRIVATIZATION 

(prepared by Vladislav Belyanov) 

(complements to the list published in 'REB', 1992, Vol.I, No.4; 

1993, Vol.II, No.2,4; 1994, Vol.III, No.1,2,3) 
'REB' continues to publish instruments by the Federal Assembly, the Presi-

dent and Government of the Russian Federation on privatization. The current 

issue contains documents adopted in July-October 1994, i.e., in the period 

when the cheque privatization was completed and the legal framework for 

'money' privatization was formed. 

Besides, in this issue we begin to publish the fourth chapter of instruments, 

comprising certain departmental documents on privatization. 

1. Laws of the Russian Federation. Decrees by the Chambers of the Federal 

Assembly of the Russian Federation. 

On Introduction of Amendments and Additions to the Law of the Russian Fed-
eration 'On Privatization of Housing in the Russian Federation'. Federal Law of 
the RF No.26-ÔÇ. Enacted by the State Duma on July 20, 1994. Signed by the 
President of the RF on August 11, 1994. // Sobranie zakonodatel'stva Ros-
siiskoi Federatsii, 1994, No.16, A.1864. 

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

On Conducting in the Tula Region Experiment for Creation of Organizational-
Legal and Economic Conditions for Regional Agro-Industrial Complex Devel-
opment. Decree by the President of the RF of March 10, 1994 No.457. // So-
branie aktov Prezidenta i Pravitel'stva Rossiiskoi Federatsii, 1994, No.11, 
A.864. 

On Mutual Representation of Government of the Russian Federation and Cen-
tral Bank of the Russian Federation. Decree by the President of the RF of Au-
gust 15, 1994 No.1688. 
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Statute on Mutual Representation of Government of the Russian Federa-
tion and Central Bank of the Russian Federation. // Sobranie zakonoda-
tel'stva Rossiiskoi Federatsii, 1994, No.17, A.1951. 

Order by the President of the RF of August 29, 1994 No.448-ðï. (The Govern-
ment of the RF is charged with consideration of the issue on creation of com-
mission on banks and financial activity under the chairmanship of the First 
Deputy Chairman of the Government of the RF O.N. Soskovetz). // Ibid., 1994, 
No.19, A.2206. 

On Private Investments in the Russian Federation. Decree by the President of 
the RF of September 17, 1994 No.1928. // Ibid., 1994, No.22, A.2462. 

On Development of Financial Leasing in Investment Activity. Decree by the 
President of the RF of September 17, 1994 No.1929. // Ibid., 1994, No.22, 
A.2463. 

On Sale of Shares of 'Gazprom' Russian Joint Stock Society. Decree by the 
President of the RF of September 21, 1994 No.1931. // Ibid., 1994, No.22, 
A.2465. 

On Financial Rehabilitation and State Assistance to Restructuring of 'Zavod 
imeni I.A. Likhacheva' Moscow Joint Stock Society. Decree by the President of 
the RF of September 23, 1994 No.1957. // Ibid., 1994, No.22, A.2469. 

On Peculiarities of State Control over Network of Electric Communications in 
Public Use of the Russian Federation. Decree by the President of the RF of 
October 10, 1994 No.1989. // Ibid., 1994, No.25, A.2697. 

On National Banking Council. Decree by the President of the RF of October 
18, 1994 No.2002. // Ibid., 1994, No.26, A.2791. 

3. Decrees and Orders by the Government of the Russian Federation 

On Program of Agricultural Reform in the Russian Federation for 1994-1995. 
Decree by the Government of the RF of July 6, 1994 No.791. 

Program of Agricultural Reform in the Russian Federation for 1994-1995. 
// Ibid., 1994, No.14, A.1628. 

Order by the Government of the RF of July 22, 1994 No.1153-ð. (On attribut-
ing Murom Special Design Office — Scientific Production Unit to enterprises 
not subject to privatization in 1993-1995, thereby excluding it from Appendix 1 
to the Decree by the Government of the RF of May 24, 1994 No.514 'On Enter-
prises  
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and Organizations in Defense Branches of Industry under Corporatization'). // 
Ibid., 1994, No.15, A.1808. 

Order by the Government of the RF of June 22, 1994 No.1155-ð. (On contri-
buting to the sharecapital of the 'EES Rossii' Russian Joint Stock Society of 
38% of shares of the 'Elektronnye pribory' Joint Stock Society, Ryazan City, 
assigned to federal ownership in conformity with Decree by the Council of 
Ministers-Government of the RF of December 11, 1993 No.1285 'On Enterpris-
es and Organizations in Defense Branch of Industry under Corporatization Not 
Subject to Privatization in 1993-1995'.) // Ibid., 1994, No.15, A.1810. 

On Measures to Enhance Effectiveness and Perform Restructuring of Space 
Missiles Branch of Industry. Decree by the Government of the RF of July 25, 
1994 No.866. // (Charging the Russian Space Agency with creation of state 
space missiles' centers (economic units), state plants (factories, units) and with 
corporatization of enterprises and organizations, which further preservation in 
the state sector of economy is not expedient). 

List of State Enterprises and Organizations Being Transferred under Au-
thority of Russian Space Agency. (In Moscow: 'Radiopribor' Russian 
Plant, Scientific Research Institute of Precise Instruments, Design Office 
of General Mechanic Engineering, Plant within Scientific Research Insti-
tute of Automatics and Instrument-Making, Design Office of Transport 
and Chemical Mechanic Engineering, Scientific Production Association 
of Automatics and Instrument-Making, Academician V.I. Kuznetzov 
Scientific Research Institute of Applied Mechanics, Moscow Plant of 
Electromechanical Equipment within 'Rotor' SPA, Design Office of 
Transport Mechanical Engineering, State Enterprise within 'Tekhnomash' 
Scientific Production Association' (Scientific Research Institute for Tech-
nology of Mechanical Engineering), Central Design Office of Heavy Me-
chanical Engineering, Plant of Precise Instruments, 'Motor' Design Office, 
'Vympel Special Design Office' State Scientific Engineering Enterprise, 
'Zarya' Scientific Engineering Center, Russian Scientific Research Insti-
tute of Space Instrument-Making; in Samara: Central Specialized Design 
Office, Samara 'Progress' Plant; in Khimki of Moscow Region: S.A. La-
vochkin Scientific Production Association, V.P. Glushko Scientific Pro-
duction Association of Power Mechanical Engineering; in Krasnoyarsk: 
Scientific Production Association of Applied Mechanics; in Kaliningrad 
of Moscow Region: Scientific Production Association of Measuring In-
struments, 'Fakel' Special Design Office, A.M. Isaev Design Office of  
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Chemical Mechanical Engineering; in Voronehz: Voronezh Mechanical 
Plant, Design Office of Automatics in Chemistry; in Omsk: Unit of 
'Sibirskie pribory i sistemy' Production Association; in St. Petersburg: De-
sign Office of Special Mechanical Engineering, 'Arsenal' Design Office; in 
Sosenskii Town of Kaluga Region: Sosenskii Plant of Instrument-Making; 
Ostashkov of Tver Region: 'Zvezda' Unit; in Serguiev Posad of Moscow 
Region: Scientific Research Institute of Engineering for Chemistry and 
Construction; in Penza: Scientific Research Institute of Physical Mea-
surements; in Perm: Urals Scientific Research Institute of Compositional 
Materials; in Saratov: 'Korpus' Production Association; in Kovrov of Vla-
dimir Region: 'Armatura' Design Office; in Oust-Katav of Tchelyabinsk 
Region: S.M. Kirov Oust-Katav Plant for Production of Carriages; in Ob-
ninsk of Kaluga Region: State Scientific Research Center of Space Sys-
tems). // Ibid., 1994, No.14, A.1644. 

On Results of Social and Economic Development of the Russian Federation in 
First Half-Year of 1994 and Tasks for the Nearest Perspective. Decree by the 
Government of the RF of July 26, 1994 No.869. (Items 15-18, 21 contain in-
structions on the issues of privatization). 

Specified Plan of Actions of the Government of the Russian Federation for 
Implementation of Message by the President of the Russian Federation to the 
Federal Assembly 'On Consolidation of the Russian State (Chief Guidelines of 
Domestic and Foreign Policy)' and of Program of the Government of the Rus-
sian Federation 'Development of Reforms and Stabilization of Russian Econo-
my' for the Second Half-Year of 1994. (Chapter 3 — Industrial Policy. Struc-
tural and Institutional Reforms). // Ibid., 1994, No.14, A.1645. 

On Privatization of Scientific and Technological Entities. Decree by the Gov-
ernment of the RF of July 26, 1994 No.870. 

Statute on Privatization of Scientific and Technological Entities. // Ibid., 
1994, No.15, A.870. 

On Reforming Agricultural Enterprises Taking into Account Experience of 
Nizhny Novgorod Region. Decree by the Government of the RF of July 27, 
1994 No.874. 

Statute on Reforming Agricultural Enterprises. 

Appendix 1. Rules for Conduct of Intra-Unit Auctions for Distribution of 
Land and Property during Reorganization of Agricultural Enterprises. 

Appendix 2. Standard Package of Documents for Conduct of Intra-Unit 
Auctions for Distribution of Land and Property during Reorganization of 
Agricultural Enterprises. // Ibid., 1994, No.15, A.1787. 



54 The Russian Economic Barometer, Vol.III, N4, 1994  

On Establishing 'Rossiiskii elektrotransport' Joint Stock Society. Decree by the 
Government of the RF of July 30, 1994 No.886. // Ibid., 1994, No.15, A.1801. 

On Issue of Treasury Bills. Decree by the Government of the RF of August 9, 
1994 No.906. 

Main Conditions for Issue of Treasury Bills. // Ibid., 1994, No.16, 
A.1911. 

On Approving Standard Charter of State Plant (State Factory, State Unit) 
Created on the Base of Liquidated Federal State Enterprise. Decree by the Gov-
ernment of the RF of August 12, 1994 No.908. 

Standard Charter of State Plant (State Factory, State Unit) Created on the 
Base of Liquidated Federal State Enterprise. // Ibid., 1994, No.17, 
A.1982. 

On Approving Normatives for Distribution of Resources, Obtained from Sale of 
Enterprises-Debtors that Were in Federal Ownership. // Ibid., 1994, No.17, 
A.1988. 

On Approving Statute on Interdepartmental Commission for Protection of State 
Interests, Rights of Consumers and Domestic Commodity Producers in the Area 
of Production and Sale of Liquors. Decree by the Government of the RF of 
August 12, 1994 No.915. 

Statute on Interdepartmental Commission for Protection of State Interests, 
Rights of Consumers and Domestic Commodity Producers in the Area of 
Production and Sale of Liquors. // Ibid., 1994, No.17, A.1986. 

Order by the Government of the RF of August 12, 1994 No.1257-ð. (On trans-
fer of 'Beresta' Russian-Austrian Joint Venture, Novgorod City, into the com-
plete federal ownership including the loan, provided by 'Austria' Bank to 
'Beresta' JV, in official state debt of the RF to Austria). // Ibid., 1994, No.16, 
A.1940. 

On Council for Industrial Policy and Entrepreneurship under the Government 
of the Russian Federation. Decree by the Government of the RF of August 12, 
1994 No.912. 

Statute on Council for Industrial Policy and Entrepreneurship under the 
Government of the Russian Federation. (Created on the base of Council 
for Industry and Entrepreneurship and Council for Development of Entre-
preneurship.) // Ibid., 1994, No.18, A.2079. 

Order by the Government of the Russian Federation of September 16, 1994 
No.1495-ð. 
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Appendix. Composition of Council for Industrial Policy and Entrepre-
neurship under the Government of the Russian Federation. // Ibid., 1994, 
No.22, A.2527. 

On Measures to Improve Functioning of Federal Contract System. Decree by 
the Government of the RF of August 12, 1994 No.941. (On privatization of 
enterprises, formerly having been part of administration of 'Roskontrakt' JSS, 
with assigning to the federal property of 25.5% of shares of those enterprises 
and transfer of them to ownership by proxy (trust) to 'Roskontrakt' JSS, and on 
additional issue of shares of 'Roskontrakt' JSS with preservation in federal own-
ership no more than 25% of its sharecapital). 

List of Wholesale Enterprises, Attracted to Perform Purchases for Federal 
State Needs and Included into Federal Contract System. (The List con-
tains 92 units from 31 regions of the RF). // Ibid., 1994, No.18, A.2086. 

On Measures for State Regulation of Trade and Improvement in Servicing Pop-
ulation. Decree by the Government of the RF of August 12, 1994 No.936. // 
Ibid., 1994, No.17, A.1997. 

On Implementation of Decree by the President of the Russian Federation 'On 
Conducting in the Tula Region Experiment for Creation of Organizational-
Legal and Economic Conditions for Regional Agro-Industrial Complex Devel-
opment'. Decree by the Government of the RF of August 17, 1994 No.963. 

Appendix 1. List of Joint Stock Societies in Agro-Industrial Complex of 
Tula Region, the Stakes of Shares of which, Having Been Assigned to 
Federal Ownership, Are transferred to Administration of the Region. 
('Tulskii kombinat khleboproduktov' JSS, 'Yadritza' Efremovskii elevator 
No.1' JSS, 'Tula Spirt' JSS, 'Tulskii Khladokombinat' JSS). 

Appendix 2. List of Federal Budget Items and Programs, Implemented on 
the Territory of Tula Region and Transferred in 1994 Together with Re-
spective Resources from Collection of Taxes to Financing from Regional 
Budget. // Ibid., 1994, No.17, A.2006. 

Order by the Government of the RF of August 17, 1994, No.1318-ð. (On crea-
tion in Russia cipher cash-on-delivery communications network of public use, 
embracing up to 20 million of subscribers and of joint stock society for the 
purpose with attracting foreign investments while preserving of the controlling 
stake of shares in the ownership of Russian participants). // Ibid., 1994, No.17, 
A.2049. 

On Using Mechanism of Accelerated Depreciation and Re-evaluation of Fixed 
Assets. Decree by the Government of the RF of August 19, 1994, No.967. // 
Ibid., 1994, No.18, A.2093. 
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On Procedure for Attribution of Enterprises to City-Forming Ones and Pecu-
liarities of Sale of Enterprises-Debtors that Are City-Forming. Decree by the 
Government of the RF of August 29, 1994, No.1001. 

Statute on Procedure for Attribution of Enterprises to City-Forming Ones 
and Peculiarities of Sale of Enterprises-Debtors that Are City-Forming. // 
Ibid., 1994, No.19, A.2217. 

On Certain Measures to Develop 'Nakhodka' Free Economic Zone. Decree by 
the Government of the RF of September 8, 1994, No.1033. // Ibid., 1994, 
No.20, A.2279. 

Order by the Government of the RF of September 8, 1994, No.1456-ð. (Ap-
proving a Program of Demonopolization and Development of Competition on 
Markets of Construction Complex Production for 1994-1995). 

Program of Demonopolization and Development of Competition on Mar-
kets of Construction Complex Production for 1994-1995. 

Appendix 1. Plan of Measures for Achieving Goals and Fulfilling Tasks 
of Demonopolization and Development of Competition on Markets of 
Constructions Complex Production. 

Appendix 2. List of Enterprises and Organizations of Construction Com-
plex that are Entities of Temporary Monopolies of Federal Level. (The 
List contains 13 enterprises and organizations). // Ibid., 1994, No.21, 
A.2405. 

Order by the Government of the RF of September 8, 1994, No. 1458-ð. (As 
amending Appendices 3 and 4 to the Decree by the Council of Ministers-
Government of the RF of December 11, 1993 No.1285 'On Enterprises and 
Organizations in Defense Branch of Industry under Corporatization Not Subject 
to Privatization in 1993-1995' there are assigned to the federal ownership for 3 
years 38% of shares of JSS created during privatization of 'Deiton' State Central 
Design Office). // Ibid., 1994, No.21, A.2442. 

On Joint Actions of Basic Branches for Stabilization of Prices and Tariffs, Im-
provement of Payment Settling between Enterprises for Supplied Production 
and Provided Services. Decree by the Government of the RF of September 9, 
1994 No.1024. // Ibid., 1994, No.20, A.2282. 

General Agreement of the Ministry of Means of Communication of Russia, 
Ministry of Fuel and Power of Russia, Russian Committee of Metallurgy, 'EES 
Rossii' Russian JSS, 'Rosougol'  
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State Enterprise on Joint Actions for Price Stabilization and Reduction of Mu-
tual Arrears. // Kommersant, 1994, No.35, p.46. 

On Converting Mutual Debts of Enterprises and Organizations into Bills of 
Exchange of Universal Type and Development of Circulation of Bills. Decree 
by the Government of the RF of September 26, 1994 No.1094. // Ibid., 1994, 
No.23, A.2571. 

On Settling Commercial Debts of the Former USSR to Foreign Creditors. De-
cree by the Government of the RF of September 27, 1994 No.1107. 

Declaration by the Government of the Russian Federation 'On Re-registering 
Commercial Debts of the Former USSR to Foreign Creditors'. // Ibid., 1994, 
No.24, A.2636. 

On Activization of Work on Attracting Foreign Investments into Economy of 
the Russian Federation. Decree by the Government of the RF of September 29, 
1994 No.1108. // Ibid., 1994, No.24, A.2637. 

On Development of 'Sukhoi Log' Gold Mine in Irkutsk Region. Decree by the 
Government of the RF of September 30, 1994 No.1116. (10% of shares of 
'Lenzoloto' JSS, being in federal ownership, are transferred in state ownership 
of Irkutsk Region and 10% — contributed to pay for a part of the 
'Atomredmetzoloto' JSS sharecapital). // Ibid., 1994, No.24, A.2647. 

On Reporting by Managers of Federal State Enterprises, Acting on the Base of 
Contracts, Concluded in Conformity with Civil Legislation, and State Repre-
sentatives in Governing Boards of Joint Stock Societies (Partnerships or Other 
Units of Mixed Forms of Ownership), Which Shares Are Assigned to Federal 
Ownership. Decree by the Government of the RF of October 1, 1994 No.1112. 

Appendix 1. Procedure for Reporting by Managers of Federal State Enter-
prises, Acting on the Base of Contracts, Concluded in Conformity with 
Civil Legislation, and State Representatives in Governing Boards of Joint 
Stock Societies (Partnerships or Other Units of Mixed Forms of Owner-
ship), Which Shares Are Assigned to Federal Ownership. 

Appendix 2. Accounting Report (Form) of a Manager of Federal State En-
terprise, Acting on the Base of Contract, Concluded in Conformity with 
Civil Legislation. 

Appendix 3. Accounting Report (Form) of a State Representative in Go-
verning Board of Joint Stock Society (Partnership or Other Unit of Mixed 
Forms of Ownership). // Ibid., 1994, No.24, A.2639. 
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On Privatization of Publishing Houses, Printing Units and Enterprises for 
Wholesale Trade in Books under Committee of the Russian Federation on 
Press. Decree by the Government of the RF of October 1, 1994 No.1119. 

Statute on Privatization of Publishing Houses, Printing Units and Enter-
prises for Wholesale Trade in Books under Committee of the Russian 
Federation on Press.  

List 1. Entities and Units in Federal Ownership Not Subject to Privatiza-
tion in 1994-1995. (The List contains 94 entities and units.)  

List 2. Entities and Units that May Be Privatized through Conversion the-
reof into Joint Stock Societies with Public Offering of Shares along with 
Issue of 'Golden share' Valid within 3 Years. (The List contains 36 entities 
and units.) // Ibid., 1994, No.24, A.2641. 

On Creation of Federal Food Corporation and Network of Wholesale Food 
Markets. Decree by the Government of the RF of October 3, 1994 No.1121. // 
Ibid., 1994, No.24, A.2643. 

On Procedure for Settling with Budget of Joint Stock Societies (Enterprises) of 
Gas Supplying and Gas Network Running under Ministry of Fuel and Power of 
the Russian Federation. Decree by the Government of the RF of October 6, 
1994 No.1130. // Ibid., 1994, No.24, A.2645. 

On Creation of Joint Stock Society of 'Rossiiskaia gazeta' Concern for Informa-
tion and Publishing'. Decree by the Government of the RF of October 6, 1994 
No.1132. 

List of Enterprises (Joint Stock Societies) Directly Participating in Prepa-
ration and Issue of 'Rossiiskaia gazeta' Paper. (The List contains 7 close-
end joint stock societies, being co-founders of the Concern together with 
the Government of the RF and editorial staff of 'Rossiiskaia gazeta', with 
assigning to the federal ownership at least 51% of shares of the Concern). 
// Ibid., 1994, No.25, A.2722. 

On Measures for Taking into Consideration Interests of Entities of the Russian 
Federation in Supervision over Units in Federal Ownership. Decree by the 
Government of the RF of October 11, 1994 No.1151. // Ibid., 1994, No.25, 
A.2714. 

4. Selected Departmental Documents on Privatization 

On Rules for Issue and Registration of Securities on the Territory of the Rus-
sian Federation. Instruction by the Ministry of Finance of March 3, 1992 No.2. 
// Ekonomika i zhizn, 1992, No.14, p.17. 
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On Introduction of Amendments and Additions to Instruction No.2 'On Rules 
for Issue and Registration of Securities on the Territory of the Russian Federa-
tion' of March 3, 1992 ... Letter by the Ministry of Finance of the RF of No-
vember 15, 1993 No.132. Registered by the Ministry of Justice of the RF on 
November 18, 1993 No.397. // Ekonomika i zhizn, 1993, No.48, p.11. // Kom-
mersant, 1993, No.47, p.41. 

Statute on Licensing Stock-Exchange Activity in Securities Market. Letter by 
the Ministry of Finance of the RF of April 13, 1992 No.20. // Mentioned in: 
Ekonomika i zhizn, 1993, No.20, p.9. 

On Introduction of Amendments and Additions to Statute on Licensing Stock-
Exchange Activity in Securities Market — letter by the Ministry of Finance of 
the RF of April 13, 1992 No.20. Letter by the State Tax Agency of the RF of 
April 13, 1993 No.ÞÓ-4-01/52Í and by the Ministry of Finance of the RF of 
March 2, 1993 No.18. // Ekonomika i zhizn, 1993, No.20, p.9. 

Statute on Attestation of Experts of Investment Institutions and Stock Ex-
changes (Stock Departments of Exchanges) for the Right to Conduct Transac-
tions in Securities. Letter by the Ministry of Finance of the RF of April 21, 
1992 No.23. // Ekonomika i zhizn, 1992, No.22, p.18-19 

On Introduction of Amendments and Additions to Statute on Attestation of 
Experts of Investment Institutions and Stock Exchanges (Stock Departments of 
Exchanges) for the Right to Conduct Transactions in Securities. Letter by the 
Ministry of Finance of the RF of May 5, 1993 No.57. Registered by the Minis-
try of Justice of the RF on May 20, 1993 No.254. // Delovoi mir, June 16,1993, 
p.10. 

On Introduction of Amendments and Additions to Statute on Attestation of 
Experts of Investment Institutions and Stock Exchanges (Stock Departments of 
Exchanges) for the Right to Conduct Transactions in Securities. Letter by the 
Ministry of Finance of the RF of June 8, 1994 No.75. Registered by the Minis-
try of Justice of the RF on June 14, 1994 No.597. // Ekonomika i zhizn, 1994, 
No.26, p.9. // Delovoi mir, July 5,1994, 'Pravo i ekonomika' Supplement, p.14. 
// Rossiiskie vesti, 1994, No.118, p.9. 

On Approving Statute on Closed Subscription to Shares during Privatization of 
State and Municipal Enterprises. Order by Goskomimushchestvo of the RF of 
July 27, 1992 No.308-ð. Registered by the Ministry of Justice of the RF on 
March 31, 1993 No.207. 

Statute on Closed Subscription to Shares during Privatization of State and 
Municipal Enterprises. // Delovoi mir, April 15, 1993, p.13. 
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On Amending and Adding Statute on Closed Subscription to Shares during 
Privatization of State and Municipal Enterprises, Approved by Order by the 
State Committee of State Property Management of July 27, 1992 No.308-ð. 
Order by Goskomimushchestvo of the RF of November 11, 1992 No.749-ð. 
Registered by the Ministry of Justice of the RF on March 31, 1993 No.207. // 
Ibid. 

On Amending and Adding Statute on Closed Subscription to Shares during 
Privatization of State and Municipal Enterprises, Approved by Order by the 
State Committee of State Property Management of July 27, 1992 No.308-ð. 
Order by Goskomimushchestvo of the RF of December 16, 1992 No.1143-ð. // 
Ibid., January, 19, 1993, p.12. 

Instruction on Procedure of Distribution of Privatization Cheques among Citi-
zens of the Russian Federation. Order by Goskomimushchestvo of the RF of 
August 20, 1992 No.369-ð (with subsequent amendments and additions). // 
Ibid., April 22, 1993, pp.12-13. 

Statute on Procedure for Making Deposits by State Enterprises and Committees 
for Management of Property to Partnerships and Joint Stock Societies Created 
during Corporatization of Voluntary Associations of Enterprises. Order by 
Goskomimushchestvo of the RF of August 28, 1992 No.393-ð. // Ekonomika i 
zhizn, 1993, No.16. 'Vash partner' Supplement, p.9. 

On Peculiarities of Corporatization and Privatization of Enterprises of Air, Sea, 
River, Automobile Transport and Road Services (with amendments and addi-
tions). Order by Goskomimushchestvo of the RF of September 16, 1992 
No.444-ð. Registered by the Ministry of Justice of the RF on August 3, 1993 
No.318. // Ibid., No.35. 'Vash partner' Supplement, p.17-18. 

Statute on Procedure and Conditions of Granting Licenses for Manufacturing 
and Importing Blanks of Securities to the Territory of the Russian Federation. 
Letter by the Ministry of Finance of the RF of September 17, 1992 No.5-1-04. 
// Ekonomika i zhizn, 1993, No.21, p.12. // Delovoi mir, December 25, 1992, 
p.12. (Summary) 

On Adding 'Statute on Procedure and Conditions of Granting Licenses for 
Manufacturing and Importing Blanks of Securities to the Territory of the Rus-
sian Federation'. Letter by the Ministry of Finance of the RF of April 22, 1993 
No.50. // Ibid., May 20, 1993, p.12. 

On Introduction of Amendments and Additions to 'Statute on Procedure and 
Conditions of Granting Licenses for Manufacturing and Importing Blanks of 
Securities to the Territory of the Russian Federation' of September 17, 1992. 
Letter by the Ministry  
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of Finance of the RF of October 19, 1992 No.97. Registered by the Ministry of 
Justice of the RF on April 11, 1994 No.543. // Rossiiskie vesti, April 19, 1994, 
p.6. // Kommersant, 1994, No.15, p.69. 

On Introduction of Amendments and Additions to 'Statute on Procedure and 
Conditions of Granting Licenses for Manufacturing and Importing Blanks of 
Securities to the Territory of the Russian Federation' of September 17, 1992. 
(Letter by the Ministry of Finance of the RF of October 19, 1992 No.97). Letter 
by the Ministry of Finance of the RF of September 13, 1994 No.125. Registered 
by the Ministry of Justice of the RF on September 22, 1994 No.696. // Ros-
siiskie vesti, November 3, 1994, p.4. // Delovoi mir. 'Pravo i ekonomika' Sup-
plement, No.28, October 19, 1994, p.4/16. 

Statute on Licensing Activity in Securities Market as Investment Institutions. 
Letter by the Ministry of Finance of September 21, 1992 No.91. // Ekonomika i 
zhizn, 1992, No.42, p.10. 

On Amendments and Additions to Statute on Licensing Activity in Securities 
Market as Investment Institutions. Letter by the Ministry of Finance of Decem-
ber 28, 1992 No.122. Registered by the Ministry of Justice of the RF on Febru-
ary 10, 1993 No.144. // Ekonomika i zhizn, 1993, No.10, p.15. // Delovoi mir, 
March 4, 1993, p.12. 

On Amendments and Additions to Statute on Licensing Activity in Securities 
Market as Investment Institutions. Letter by the Ministry of Finance of August 
15, 1994 No.105. Registered by the Ministry of Justice of the RF on August 25, 
1994 No.670. // Ekonomika i zhizn, 1994, No.36. 'Vash partner' Supplement, 
p.6. // Delovoi mir. 'Pravo i ekonomika' Supplement, No.23, September 14, 
1994, p.5/17. // Kommersant, 1994, No.33, p.49. 

(To be continued in "REB", 1995, Vol. IV, No.1) 
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PRIVATIZATION STATISTICS 

Table 1.  

Main Indicators of Privatization Process in the  

Russian Federation in April 1992 — November 1994 * 

 

Outstanding by the 1st of April  

1992  

Jan.  

1993  

Jan.  

1994 

Nov. 

1994 

 State enterprises on independent balance 

(units) 

139,904 204,998 156,635 135,600 

 Applications for privatization submitted (units) 18,336 102,330 125,492 NA 

 Applications rejected (units) 656 5,390 9,985 NA 

 Applications under implementation (units) 12,677 46,628 24,992 NA 

 Applications implemented (units) 5,023 46,815 88,577 109,300 

 Value of enterprises assets on implemented 

applications (bln. rubles) 1.1 193 648 1,376 

 a) Leased enterprises (units) 9,451 22,216 20,886 NA 

b) Including lease-buy-out arrangements 

(units) 

7,581 13,868 14,978 NA 

* January 1, 1992 is the date of official launching of privatization program in 

Russia. 

NOTE. 

(1)  An enterprise is excluded from the list of the state enterprises on inde-

pendent balance from the moment of registration of the open JSS or from 

the moment the first deal of sale is recorded (in the other forms of privati-

zation).  

(2) The total number of enterprises that have submitted applications for pri-

vatization to the regional city committees for the management of state 

property or to the territorial agency of the RF State Property Committee. 

The application presentation is an obligatory condition of formal start of 

the privatization process of any form (sale through the auction or con-

test— commercial or investment, buy-out of a leased enterprise, transfor-

mation into JSS of the open type with the subsequent sale of shares).  
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(3) The application may be rejected by the corresponding committee if it is 

not of the conventional form or the present enterprise is exempt from pri-

vatization in compliance with the State Program of Privatization.  

(4) Applications that were submitted but not yet implemented  

(5) The application is considered to be implemented after the first deal of sale 

has been recorded or the open JSS has been registered, i.e., since the 

moment the enterprise has left (1). (3)+(4)+(5) is smaller than (1) as a 

part of applications are currently under consideration.  

(6) The value of the enterprises assets is defined by the acts of property eval-

uation as of January 1, 1992 for the open JSS, while for the rest — by the 

actual sale price.  

(7a) The indicator included all the enterprises on lease there comprised those 

that do not have the right of a buy-out according to their lease contracts, 

i.e., they may be privatized in the frame of procedures common for all the 

enterprises.  

(7b) Lease -buy-out arrangement envisages automatic buy-out of an enterprise 

by a lease holder. Concluding of new agreements of this type is forbidden 

by the State Program of Privatization for 1992 in order not to endow the 

lease holders with the exclusive privileges in the course of the enterprise 

privatization. 

Source: State Property Committee. 
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Table 2.  

Results of Corporatization of State Enterprises in the Russian Federation 

(According to the Procedure Set up by the Presidential Decree No.721) by 

July 1, 1994. 

 

 Type of enterprise 

 Subject to 

mandatory 

privatization 

(large)  

Transformed 

voluntarily 

(medium) 

Subdivisions 

reorganized as 

separate JSS 

Total 

 Jan.1, 

1993 

July 1, 

1994 

Jan. 

1, 

1993 

July 1, 

1994 

Jan. 1, 

1993 

July 1, 

1994 

Nov. 1 

1994 

 Number of enterprises sub-

ject to corporatization (units) 4,978 7,129 NA NA NA NA 32,200 

 Number of decisions on 

corporatization * (units) 2,520 5,437 2,525 17,738 547 1,784 26,700 

 Number of adopted privatiza-

tion plans and acts on assets 

evaluation 
1,326 4,982 1,546 17,042 283 1,053 25,600 

 Number of registered JSS 674 4,368 737 15,936 139 997 24,300 

 Registered capital 

(bln.rubles) 

116.5 834 28.6 247 2.7 23 NA 

 * Taken by working committees which were formed at the enterprises to elabo-

rate plans on privatization 

NOTE 

(1)-(4) reflect the successive stages of privatization. 

(4) corresponds to the indicator of "the number of applications implemented" 

from Table 1.  

(5) determined on the base of acts of assets evaluation as of 1.01.1992. 

Source: State Property Committee. 
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OUTLINE OF REB SURVEYS 

A. COVERAGE OF SURVEYS 

Since December 1991, the Economic Tendency Surveys Group of the "Rus-

sian 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. The response 

rate for each sector varies in the range of 30-40%, 25-35%, and 25-30% corres-

pondingly.  

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 the employed from 250 to 2,000. For 1994, the average 

number of the employed was about 900. 

During 1992 - 1994, the status of many surveyed participants changed: the 

share of state enterprises among them decreased from 82% to 17%. 
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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 indus-

tries 

11 

14. oil-processing, chemical, man-made fibers & rubber products manufac-

turing 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 the employed in the range of 100-500. 50% of the surveyed en-

terprises specialized chiefly in plant-growing, and 50% — in animal husbandry. 

The number of every month respondents-agricultural enterprises equals 75 -

100. 
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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 specia-

lized banks. 

The number of bimonthly respondents equals 50-60 units. 

Table II. Distribution of commercial banks by the size of their sharecapital 

(% of the total number, January 1994) 

Sharecapital, 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 specific 

questions concerning the impact of governmental economic policy, privatiza-

tion process, and influence of the 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 ap-

propriate 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 con-

tinuation of the adopted gradation was  
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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. 

OUTLINE OF INIOR-HSE SURVEYS 
The Institute for Organized Markets Research (INIOR) has been conducting 

monthly business tendencies surveys of the Moscow private distributors (trading 

both on their own account and on the account of suppliers) from the beginning 

of 1992, and since November 1993 — in collaboration with the Higher School 

of Economics (HSE). 

The initial sample was formed on the basis of data from advertisements in the 

central newspapers. The present sample was constructed in November 1993 by 

the same procedure. The work was fulfilled by the "NEKS SV" firm by analyz-

ing all the advertisements sized over 1/32 of the standard paper type page of the 

A-2 format and placed in 20 top central papers throughout three months — from 

August to October 1993. They were chosen according to a definite minimal level 

of expenditures on advertising. In various commodity groups it fluctuated in the 

range from 2 to 4 million rubles per quarter. 

In the aggregate, the sample comprises about 400 firms. According to the 

main types of advertised goods, they are divided into 5 agglomerated groups — 

"computers, office equipment, consumer electronics", "cars", "consumer goods", 

"foodstuffs", "furniture".  

In May 1994, the sample was enlarged by including a number of large dis-

tributors engaged in the trade in grain, sugar, building materials, ferrous metals 

and metal goods. 

Although all the surveyed trade firms are situated in Moscow, their responses 

do to a certain extent characterize the conjuncture of the Russian commodity 

market on the whole. This ensues from the fact that the INIOR-HSE respondents 

sell a quite significant share of their goods outside Moscow and the Moscow 

Region (see Table). 
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Table 

Geography of the INIOR-HSE respondents' trade activity, May 1994 

 The firm sells its goods 

 exclusively in Mos-

cow and Moscow 

Region 

in the European 

part of Russia 

in Russia 

as a whole 

in Russia 

and CIS  

1. Share in the total 

number of firms (%) 

19.4 10.9 38.8 30.9 

2. Average share of 

sales outside Moscow 

and Moscow Region 

(%) 

0 20 45 48 

 

The surveys are conducted by phone during the last week of the accounting 

month. Every participant receives its aggregated results by mail or fax. 

The surveys are carried out on the basis of a standard questionnaire for 

wholesale and retailing elaborated at the ifo-Institute. Respondents are offered to 

estimate the current and future changes in the basic economic indicators at their 

firms as "more/less", "better/worse". 

At the end of 1993, the survey was participated by 83 respondents, by May 

1994 their number reached 166, and now it exceeds 200. 

OUTLINE OF VCIOM SURVEYS 
The Russian Center for Public Opinion Research (VCIOM) conducts 

monthly panel surveys of the adult population of Russia. 

They were performed as interviews in cities and villages all over Russia 

(Tables 1, 2). 
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Table 1. 

DISTRIBUTION OF RESPONDENTS BY THE TYPE OF LOCALITY 

(as of January 1994, in %) 
Moscow, St. Petersburg........................................................................ 20 

Other large cities .................................................................................. 22 

Medium and small towns ..................................................................... 34 

Countryside .......................................................................................... 24 

Total ................................................................................................... 100 

Table 2. 

DISTRIBUTION OF RESPONDENTS OVER THE TERRITORY OF 

RUSSIA (as of January 1994, in %) 
European North & Center .................................................................... 44 

European South .................................................................................... 20 

European East & Urals ......................................................................... 17 

Siberia & Far East ................................................................................ 19 

Total ................................................................................................... 100 

The sample is also representative as far as the age, education and level of in-

come per family member are concerned (Table 3). 

Table 3. 

DISTRIBUTION OF RESPONDENTS BY DIFFERENT INDICATORS 

(as of January 1994, in %) 

 

Age under 29 years 30-49 years 50 years & above 

 23 45 32 

Education lower than secondary secondary higher 

 21 53 26 

Income per family member low medium high 

 18 58 24 

In 1993, the monthly number of respondents made about 4000 people. 

For more details see: Economic and Social Change. The Monitoring of Pub-

lic Opinion, bulletin of Interdisciplinary Academic Center for Social Sciences 

(InterCentre) and VCIOM published bimonthly in Moscow. 
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REB INDEXES 
The following tables are based on the results of monthly surveys of Russian 

enterprises conducted by the "REB" (Program Directors — S. Aukutsionek and 

E. Belyanova). 

 

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

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

1991            88  

1992 97 70 72 67 68 64 66 57 67 75 80 73 71 

1993 84 83 83 83 78 78 82 83 85 80 76 74 81 

1994 79 75 68 77 74 61 69 73 71 81 77   

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

1991            99  

1992 97 94 91 87 89 90 85 82 85 89 93 89 89 

1993 95 93 94 96 94 92 91 94 96 94 95 92 94 

1994 95 95 94 97 96 92 94 93 93 97 94   

3.DIFFUSION INDEX OF OUTPUT AND INPUT PRICES COMBINED, INDUSTRY, 
ACTUAL  

(PERCENT RISING OVER 1-MONTH SPANS) 

1991            94  

1992 97 82 82 77 78 77 76 70 76 82 86 81 80 

1993 88 87 89 89 86 85 86 88 90 87 86 83 87 

1994 87 85 81 87 85 77 82 83 82 89 86   

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

1991            92  

1992 94 78 77 65 66 81 69 60 67 72 73 77 73 

1993 75 79 80 84 82 81 82 76 77 74 67 67 77 

1994 62 52 56 60 55 60 63 58 61 68 67   
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5. DIFFUSION INDEX OF EMPLOYMENT, INDUSTRY, ACTUAL  
(PERCENT RISING OVER 1-MONTH SPANS) 

1991            55  

1992 53 41 37 36 32 30 28 27 26 30 31 30 33 

1993 33 32 35 33 35 32 40 33 37 32 30 29 33 

1994 30 26 26 27 22 24 22 21 24 22 25   

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

1992 44 42 39 48 36 36 37 31 31 48 35 54 40 

1993 35 51 55 49 46 43 43 40 47 40 32 37 43 

1994 31 35 32 32 26 38 29 39 34 41 41   

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

1991            61 – 

1992 32 29 29 30 25 32 27 31 31 42 40 48 33 

1993 41 49 46 42 45 44 36 37 46 35 34 34 41 

1994 33 33 31 31 31 40 36 41 43 39 41   

8. DIFFUSION INDEX OF STOCKS OF FINISHED PRODUCTS, INDUSTRY, AC-
TUAL  

(PERCENT RISING OVER 1-MONTH SPANS) 

1992 56 76 75 72 70 67 73 66 62 58 53 51 65 

1993 56 55 61 57 57 58 48 64 57 69 61 67 59 

1994 59 61 61 65 55 50 44 47 43 41 39   

9. DIFFUSION INDEX OF SHARE OF BARTER TURNOVER, INDUSTRY, AC-
TUAL  

(PERCENT RISING OVER 1-MONTH SPANS) 

1992  60 48 48 46 47 44 46 47 48 44 47 – 

1993 48 47 50 45 46 49 46 48 53 51 56 59 50 

1994 58 63 64 63 62 64 60 62 57 57 56   

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

1992  42 44 41 24 31 28 28 29 27 29 32 – 

1993 28 31 28 23 25 22 21 25 28 21 24 26 25 

1994 21 24 18 28 23 25 23 31 27 26 23   
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11. DIFFUSION INDEX OF CREDIT TERMS, INDUSTRY, ACTUAL  
(PERCENT IMPROVING OVER 1-MONTH SPANS) 

1991            38 – 

1992 27 18 15 14 9 17 24 29 35 40 35 43 25 

1993 38 29 33 30 29 27 20 20 25 22 19 18 26 

1994 24 25 29 33 35 43 49 51 49 42 34   

14. DIFFUSION INDEX OF EXPENDITURES FOR EQUIPMENT, INDUSTRY, AC-
TUAL 

(PERCENT RISING OVER 1-MONTH SPANS) 

1993 24 22 28 19 30 20 27 22 23 20 21 23  

1994 23 17 15 16 15 16 18 20 18 14 20   

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

1992 – – – – – – 78 86 74 78 84 91 – 

1993 95 94 94 93 94 94 89 94 95 89 98 95 94 

1994 95 95 96 91 93 88 91 86 86 91 93 92 91 

1995 93 94            

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

1992 – – – – – – 89 94 91 91 92 97 – 

1993 100 97 98 99 98 97 97 95 97 91 99 99 97 

1994 99 97 99 98 99 95 99 98 95 98 97 98 98 

1995 99 99            

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

1992 – – – – – – 84 90 82 85 88 94 – 

1993 98 96 96 96 96 96 93 94 96 90 98 97 96 

1994 97 96 97 94 96 91 95 92 91 95 95 95 94 

1995 96 96            

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

1992 – – – – – – 72 78 76 83 82 85 – 

1993 85 84 88 87 87 94 91 91 92 84 93 87 86 

1994 85 91 89 82 80 77 77 74 77 78 75 80 80 

1995 83 86            
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25. DIFFUSION INDEX OF EMPLOYMENT, INDUSTRY, ANTICIPATED  
(PERCENT RISING OVER 3-MONTH SPANS) 

1992 – – – – – – 34 28 27 25 22 25 – 

1993 24 22 32 30 32 33 33 36 34 34 33 33 31 

1994 27 26 27 24 25 23 22 19 19 20 19 20 23 

1995 25 28            

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

1992 – – – – – – 39 33 38 32 33 30 – 

1993 34 37 47 46 48 48 45 46 49 40 37 42 43 

1994 36 33 33 37 39 29 37 35 33 37 36 30 36 

1995 31 41            

27. DIFFUSION INDEX OF EXPENDITURES FOR EQUIPMENT, INDUSTRY, AN-
TICIPATED  

(PERCENT RISING OVER 3-MONTH SPANS) 

1993 – – – 32 28 33 28 33 22 28 24 25  

1994 20 25 22 21 20 19 17 21 19 20 25 19 21 

1995 20 23            

28. DIFFUSION INDEX OF FINANCIAL SITUATION, INDUSTRY, ANTICIPATED  
(PERCENT IMPROVING OVER 3-MONTH SPANS) 

1993 – – – – 45 42 41 40 36 38 43 43  

1994 30 34 38 36 32 33 29 33 32 29 41 35 34 

1995 32 31            

29. DIFFUSION INDEX OF ORDER-BOOK LEVEL, INDUSTRY, ANTICIPATED  
(PERCENT RISING OVER 3-MONTH SPANS) 

1994 – – – 48 50 46 47 42 47 47 45 45  

1995 45 49            

30. DIFFUSION INDEX OF LIABILITIES TO BANKS, INDUSTRY, ANTICIPATED  
(PERCENT RISING OVER 3-MONTH SPANS) 

1994 – – – 50 44 45 48 47 53 44 40 41  

1995 45 44            

NOTE. The diffusion index (D) was calculated as the sum of the number of enterprises 

that reported the growth of an indicator (A) and 1/2 of the number of enterprises that 

did not mark the changes (B) (% of all polled enterprises N):  

D A B N0 5 100%.  
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Year Jan. Feb. Mar. Apr. May June July Aug. Sept Oct. Nov. Dec. Annual 

13. CAPACITY UTILIZATION RATE, INDUSTRY  
(PERCENT) 

1991            78  

1992 70 64 70 77 79 75 71 70 75 72 77 75 73 

1993 75 76 78 76 76 72 73 74 72 72 71 69 74 

1994 67 67 63 61 58 55 57 61 61 62 61   

 15. LABOR UTILIZATION RATE, INDUSTRY  
(USUAL MONTHLY LEVEL = 100) 

1994 75 76 73 74 72 69 73 75 76 78 78   

16. STOCKS OF FINISHED PRODUCTS, INDUSTRY  
(USUAL MONTHLY LEVEL = 100) 

1993 83 92 82 95 91 91 87 95 83 97 109 104 92 

1994 101 103 104 116 107 96 93 84 75 89 84   

17. ORDER-BOOK LEVEL, INDUSTRY  
(USUAL MONTHLY LEVEL = 100) 

1993 82 91 83 82 86 81 83 78 79 76 72 74 81 

1994 71 70 65 66 66 65 65 72 73 72 75   

 18. SHARE OF BARTER IN SALES, INDUSTRY (%) 

1992 - 8 6 5 4 5 6 9 5 5 6 6 – 

1993 7 7 6 8 8 9 9 9 9 10 11 11 9 

1994 12 14 17 16 17 18 20 19 19 17 17   

19. SHARE OF ENTERPRISES IN 'GOOD' OR 'NORMAL'  
FINANCIAL CONDITIONS, INDUSTRY (%) 

1993 42 41 46 44 43 41 42 31 37 28 19 21 36 

1994 21 20 18 19 19 23 18 25 24 27 33   

20. SHARE OF ENTERPRISES NOT BUYING EQUIPMENT 

FOR 2 AND MORE MONTHS, INDUSTRY (%) 

1993 50 49 47 62 48 57 50 57 53 58 56 54 53 

1994 53 65 67 69 65 65 60 58 64 65 60   
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41. SHARE OF MANAGERS COMPREHENDING THE GOVERNMENT ECONOMIC 
POLICY 

OF THE PREVIOUS 3-4 MONTHS, INDUSTRY (% OF RESPONDENTS) 

1992  49 47 32 – 

1993 24 33 25 23 26 

1994 20 11 19 15 16 

42. SHARE OF MANAGERS NOT COMPREHENDING THE GOVERNMENT ECO-
NOMIC POLICY 

OF THE PREVIOUS 3-4 MONTHS, INDUSTRY (% OF RESPONDENTS) 

1992  45 42 49 – 

1993 51 38 52 40 45 

1994 56 69 54 62 60 

44. SHARE OF MANAGERS APPROVING THE GOVERNMENT ECONOMIC POLI-
CY 

OF THE PREVIOUS 3-4 MONTHS, INDUSTRY (% OF RESPONDENTS) 

1992  30 29 24 – 

1993 13 19 10 13 14 

1994 6 2 5 2 4 

45. SHARE OF MANAGERS NOT APPROVING THE GOVERNMENT ECONOMIC 
POLICY 

OF THE PREVIOUS 3-4 MONTHS, INDUSTRY (% OF RESPONDENTS) 

1992  39 49 44 – 

1993 48 40 55 44 47 

1994 61 61 63 73 65 

47. TIME REMAINING UNTIL THE END OF CRISIS, 
MANAGERS’ ESTIMATES, INDUSTRY (YEARS) 

1992  6.2 5.8 5.9 – 

1993 5.8 5.4 6.5 6.1 6.0 

1994 5.9 6.5 6.1 6.8 6.3 
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INIOR-HSE INDEXES 
 

These series were built by results of surveys of intermediary and trading 

firms conducted by the Institute for Research into Organized Markets and 

Higher School of Economics (Program Director —  

A. Yakovlev). 

 

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

81. BUSINESS POSITION, WHOLESALE TRADE, ACTUAL  
(BALANCE OF POSITIVE AND NEGATIVE CHANGES OVER 1-MONTH SPANS, 

%) 

1992 -39 7 18 -13 -21 -17 2 25 14 26 38 22 5 

1993 -2 10 11 17 32 18 9 40 31 26 38 43 23 

1994 -16 12 3 -4 12 19 21 41 42 22 30 22 17 

82. SALES, WHOLESALE TRADE, ACTUAL  
(BALANCE OF POSITIVE AND NEGATIVE CHANGES OVER 1-MONTH SPANS, 

%) 

1992 -42 6 20 -6 -28 -18 -13 16 16 31 21 14 1 

1993 5 15 13 15 21 10 2 31 30 20 40 54 21 

1994 -30 10 5 1 13 17 18 35 47 31 34 30 18 

83. VOLUME OF STOCKS, WHOLESALE TRADE, ACTUAL  
(BALANCE OF POSITIVE AND NEGATIVE CHANGES OVER 1-MONTH SPANS, 

%) 

1993 – – – – – – – – – – 19 24  

1994 6 11 7 1 9 -3 15 25 18 13 10 14 11 

84. SELLING PRICES, WHOLESALE TRADE, ACTUAL  
(BALANCE OF POSITIVE AND NEGATIVE CHANGES OVER 1-MONTH SPANS, 

%) 

1993 – – – – – – – – – – 41 42  

1994 52 25 1 -14 6 17 18 36 6 36 47 40 23 

85. SELLING PRICES, WHOLESALE TRADE, ANTICIPATED  
(BALANCE OF POSITIVE AND NEGATIVE CHANGES OVER 3-MONTH SPANS, 

%) 

1993 – – – – – – – – – – 60 61  

1994 52 50 44 33 28 51 50 53 19 52 49 65 46 

 



78 The Russian Economic Barometer, Vol.III, N4, 1994  

VCIOM-REB INDEXES 
 

These series were calculated on the basis of data presented by The Russian 

Centre for Public Opinion Research. 

 

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

91. FAMILY FINANCIAL CONDITION, GENERAL POPULATION  
(BALANCE OF POSITIVE AND NEGATIVE ESTIMATES, %) 

1993 – – -37 -33 -32 -33 -35 -38 -35 -38 -36 -36  

1994 -35 – -44 -45 -38 -40 -38 – -36     

92. RUSSIA'S ECONOMIC SITUATION, GENERAL POPULATION 
(BALANCE OF POSITIVE AND NEGATIVE ESTIMATES, %) 

1993 – – -77 -70 -69 -63 -67 -69 -70 -70 -66 -66  

1994 -65 – -72 -72 -68 -68 -66 – -64     

95. RATIO, ACTUAL FAMILY INCOME TO MINIMUM INCOME  
THE RESPONDENT CONSIDERS NECESSARY FOR NORMAL LIFE,  

(GENERAL POPULATION %) 

1993 – – 25 23 24 23 24 24 26 27 24 23  

1994 28 – 33 34 31 35 39 – 37     

96. SHARE OF RESPONDENTS HAVING THE SECOND JOB,  
(GENERAL POPULATION %) 

1993 – – 11 7 11 11 11 10 10 12 13 12  

1994 13 – 12 14 14 14 13 – 18     
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