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intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.
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The Law On Cooperatives In the USSR has opened up
wide opportunities to sell output of cooperatives. This
output may be sold by cooperatives either independently
on a free consumer market or through trading cooperatives;
the output may also be sold through the State Trade network;
cooperatives whose output is competitive have been entitled
to come out to foreign markets either independently, or
through foreign trade organizations; and finally, coopera-
tives have been entitled %o cooperate directly with state-
owned production enterprises., A few possible ways of selling
the output of cooperatives allows cooperatives to choose
a most economically desirable one.

So how wide are the opportunities to szell their out-
put for the production cooperatives and which of them are
most attractive?

At first sight most attractive, as compared to other
ways of selling the output of production ccoperatives might
bé a free consumer market. This way of selling seems to have
a number of advantages.

Pirstly, that is where the right to a free price forma-
tion can be enjoved by cooperatives. It was supposed in the
Law on cooperation in the USSR that the prices and rates would
be formed on the market in the prccess of commercial rela-
tions cooperative~-sellers and consuner-buyers, and influence
the econonic interests of cooperatives, stimulate a higher

quality >f output, improve *the production process and orzani-




zation,and reduce the losses. It was supposed that competi-
tion would contribute tb all that.

Secondly, only having come out to & free comnodity mar-
ket a production cooperative might respond more flexibly to
demand, directly influence demand with due considerastion for
the required gquelity.

Thirdly, it is on the market that the cooperative might
become popular as the manufacturer of certain products,
might have its trade mark commonly recognized.

The ebove positive moments alone would allow to suppose
that a free market would become the main way to sell the co-
operative output. However this opportunity has a number of
drawbacks both from the viewpoint of the cooperative members,
and from the viewpoint of the interests of society.

A necessary req:irement of reaching the potential adven-
tages of this way of selling the cooperative output is a well-
developed commodity market. Quality begins to influence de-
mand only wnen the market is flooded with the given type of
goods, Under the conditions of overall shortages of goods
on the market, hizh quality of output becomes economically
unprofitable for the manufacturer. And low quality would be
rather ano:ymous then claim the authorship,

“ree market trade supposes the availability of & whole-
sale merkxet of raw and other matérials, which today is not
available, “roduction caoperatives are forced to buy the re-
quired rew =nd other materiels and means of production ot
retail pricesg or ot wholesale prices with a reised coefiici-~
ent, 1,2, zometimes 5 times more exnensive than Ltate-owrned

enterpriscs.
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To top it all the USSR Supreme Soviet has made a de-
cision enabling local Soviets to restrict the prices for
the output of cooperatives,

It has not been always convenient for production co-
operatives to sell their output themselves, and this func-
tion has been transferred to trading cooperatives. Intro-
duction of the new taxation of cooperatives, when the taxes
on treding activities are much higher than on the produc-
tion activities , has made this way of selling the output
considerably less profitable.

Under such conditions & more convenient way to sell
output has become the State retail trade network. Zspecial-
ly when the USSR Council of liinisters has decided to sell
raw and other materials to cooperatives that sell their out-
put through the State trade networi and at the State prices,
at wholesale prices. asart from tiis in ceses when State-
owned enterprizes 4o the same, there is & possibility to
sell at contract prices (the cooperative paying to the 3Stete
Budget an amount of the income equal to the amount of the
turnover tax).

2his wiay of gelling is disadvantageous in that the coope-
rative becomes separated from the customer and its products
become unnoticed in the bulk of the State trade goods. 3e-
sides the general price growth has been connected in pub-
lic opinion with the products produced by cooperatives, and
people wno traditionally buy from the State trade network
very often coycott cooperative products laid out on the

counters of tie State-owned siiops.




nhe combination of the above reasons :xakes the co-
operatives to seek for new ways of selling their output.
The governmental decisions (e.ge., banning some types of
cooperative activities) have stimulated the connection
of production cooperatives with State-owned enterprises
especially from the point of view of selling treir output.

As a resuli the level of the producis and services
supplied to customers has become considerable lower with-
in the total structure of cooperatives during the last
year. For example, the total volume of goods ard services
supplied to people by the conperatives within the gsystem of
fisheries hes reduced from 36% in 1988 to 22,8% in 1989.

‘’he process is encouraged by the favourable conditions
of crediting the cooperatives selling at the State-estab-
lished prices, zand by an opportunity of a guarerteed sup-
ply of rew and other materials without any raising coerffi-
cient irrespective of the fact that the output is sold to
State-owned enterprises or to people.

~“wus a coaclusion can be Grawn ithat e number of sub-
legislative acts jssued tc follow the Lew on Cooperatives
in the UsSR, have greatly reduced the choices of the ways
to sell :ne output of production cooperatives, failed to
contribuze to the formation of free market relations on
the consuser market, thus restraining the development of

production cooperatives.






