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Froa tne va2ry first day oI taelr sppeureace new C.oleli-—
tives becaue tre subject of zsraamert and heated argucenss and
conflicts of difif=rant social forces. The unwilliingaess of the

adical economic reforgo" to pley the assigned

kg

new-bora "ciild of
part of obediend ard meex assistant of its "gowerful Zoss"™ -

tre public sector of Soviet economy, the exposing of unefficien-
cy of tne latter zad of contradictoriness and izperfectness cf
the actual system of econosic regulation instruments - all tzese
coasequences turged tae pew cooperatioa into the subject of head-
acne and stabls nostility of tne Sta:s machinery. On tone other
nand, the legalization of tee elements of illegal economy under
tie mask of tne new cooperative socisties, accelesratios or in-
come Gifrferentiztion, anpearseace of pew xinds of crimes, iacrease

oz inflation anc iastavilit; aft the consumer zoods zarzxet (%ae

coasribatioza of cooperactives iatvo narist Cestabilizatiorn is con-
parativel; z:zall, Litv 1ess ..edia serving the 5tate .acihiasry

arz Laxing S.=lir T2st to lar tie woole blazme oan coogaratives),

(Y]
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uality o Zcods orocdaced by cooparatives - 21l trese feza~-
tures put against coogeratives wicde s=ctT10ss oI the population.
Having undersvtooc that it is hardly possitle to cope with co-
operatives expressing great vitality and resourcefulsess by
means oi direct prahibition, tneir opponents are making atteampts

to acnieve tne saze result in a roundabout way - through the co-




operatives' regulation systez aand amoag this - Tarocli . .2 taxa-
tion systea. tne siruggle around cooperatvivel' Tanrlicy Irstaz

orevic foundzgicns I Lie

[44]

is coaplicated by uncozpleteness cf t=
subject aad absense of experieance in practical zpplication oF
economic regulation by means of taxes in tane Soviet econozy.

The first attempt to take in hand the "disturbing caild"
was made evea vefore the adoption of the law "On the cooperztion
in the USSR" by promulgation in 14.3.1988 of the USSR Supreme
Soviet Presidium Decree "On the income taxation of citizens work-
ing in cooperatives vaicn produce and sell production and ser-
vices..." But later tnis decree which had introduced thLe prog-
ressive taxation system of persopal incomes of cooperative worx-
ers witn quick rate growta up to 905 - level and thus deprived the
cooperatives of any interzsts to0 rai.=z their efficiency, was not
approved oy the USSR Supreme Soviet. During tne coamparatively
quiet year tzat followsd this first attempt to suffocate the
pew sector by taxss, ross volume of coopera*tive sector produc-
tion; srew up 15 tizes. At the zew tura oI struggle concernizg
the coopsratives' taxatlon systza started by the adoption
23%.2471989 by USSR Supreas Soviet Preziaium Decree '"On the incoae
tax for cooperatives", the federal autliorities made an atteapt
to keep from tiie conflictful problem by resigning all the corai-~
tions 1a cooperative's taxation to republican authorities. Con-
sideric; tuis actioa io tae context of struggle between advocates
and opponents of new cooperation, we point out trat, though it
gave Zood cnances to cooperative sector in republics with high
econosic culture, yet to a aucia higher degree it facilitated

the struggle for cooperation's opponusts through separation of




goparative's forces in tieir fi
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tneé State zursaucravic cacaisery. Theo oo tsots .. a2_actlizan
Decreas on coogerative's taxation, w..ic. uwers .uzilz.ad lazer,
fully confirzed tais conclusisz: iag all t.e 3Soviet Republics
exept Baltic, the rates of taxation were zrozosed %o be iancra:zs:zd
saveral tizes froa their actual levels. The iatroduction of t:e
oroposed ratves would have surely led to cuttiag down of coopara-
tives in many branches of economy. Energetic protests expressz=d4d
by wide sections of society resulted in the postponement of put-
ting the adoptad republican decrees on cooperatives' taxation
into force. Finally tiie newly elected Supreme 3Soviet of tne

US3R apporoved the Decrze of 25.2.1989 witn several important
iaeadments. These azmendzeats introd.::ced defiosite liamitations of
th2 coaritioss of repudblics; in part_cular, tae nsw decree gua-
ranceed the cooperatives oreferzati.l taxes oz orofit invested
into expantion and iamprovement of productive capacities and

tre initial

(,’l

truiniag of yersconel, acd rsdiction X Tuzxzs durin
cerioi of cooperatives' activites aftar ifs creation, is zmost or
decrees concerning cooperativas' taxatics snica had been adopted
Ty repaolican authoriciss comctradicted the nswly adopted federal
fecree, tns latter zave start to a new round c¢f struggle around
tae "asrvcus :roblem". Let us consider the zoals of cooperatives®
taxatiosn and izagipe wnat aa optimal system of taxes ob coopara-
"tives looXs like, In addition to a coamon fusction, as applied
to all types or enterprize, that consists in accumulation of a
part or chzir profivs for community needs, the cooperatives' ta-
xation systeu is to fulfil the following special purposes tnat
reflect special features of cooperal.ve sector of econory:

4) Tue repguiation of cooperatives in accordasce with re-




gional priorities. Ihis rejulasion is aizmed ag cr=ut i 2o ke
cest material coznaivions and stizmuli for lsvels dsil .. 2oogera-
vives trat produce tae most pecessary iiads or
contribute vo regional social developmeat etc.
b) 3Igualizing of terzs and possibilities in paryzenvs To per-
sonel (wages, salaries), investaents into productive capacities
and social develogment of enterprizes of public and coocperative
sectors. This equalizing is supposed to be achieved tarough egua-
lizatioa of income shares tnat are aobilized into tke State bud-
g2t from enterprizss of botn sectors;

c¢) Stimulation of decrease of prices on cooperatives' produc-
tion and countaraction against speculative proiits wrich are ob-
taised by selling ai increased pricez oi comzodities in szort sup-
ply bdous..t by Ccooperative in toe putiic snoos.

The =xpediency or cooperatives' stiaula tion for vaking part
ig regiosal develoument by asans of priviliges ia taxation iptro-
duaced by local autiorities is evicent. zut as to the other zen-—
Tiosed asove purposes of cooperative sector regulatioca by means

axatioca, Uners exist quite dirftferent poisnts or view oz how

In ordsc To 3ivz a substaatiated answer on the uestion
weether ti.z coodaratives' taxation systeam wishic equalize toe fi-
nancial teras of activities oI public and cooperative enterprizes,
it 1s recessary to analyze the system of financial interrela-
tions of enterprizes and toe 3tate budget ,

Public sector :nterprizes deposit to the budget two kinds

¢” payments: assignmeats from their profits and turnover tax for

the product.on sold. The volume and s:are oI gross iucome (pro-




fit) payed by tn2se enterprizss to budgetv are Isuioei inlividaal-

ly basing on real economic results of every ealsIiiriis. lhe snars

=)

of profit %taat remains at entergrize's disposal zz2 15 laver

used for purzoses of industrial and social devslopzeas, JQoes

not directly depend on profitability and efficiency oi the enter-
prize's work. The redistribution of profits (through tue instru-
gmertalitity of tie 3State budget or mipistry funds) betweea enter-
prizes waich have approximately equal ovjective chauces for pro-
fits but obtain different final profits, due to different use

o their cnances)is of common use. Such a system of financial re-
lations :lestimulates public enterprizes in augmenting their ef-
ficiency. If we ask whether the introduction of such a destimu-
latiag Saxavion systea in cooperative sector is purposeful, the
nsgative aasver 1s evident.

30 we concluue taat tne proole. or equilization of finan-
cial ccaustions of public and cooperative enterprizes caanaot in
eészeance b2 solved in tera of tane firnaacial ircterrelations sys-~
tem ac5ing now in tae public sector. The necessary precondition
for sucnh an eguilization of payments of differeat types of enter-
prizez to the state budget consists in introduction of the uni-
versal systea of taxes applied to profits or income of enter-
prizes of dota (public and cooperative) sectors. Such a systen
may be based oa taxation rates differentiated by braasches of
ecosomy, Or on progressive rates applied to a zross income per
one eapoyed, or on sSome other principle. The only important fea-
ture of t..is system is that taxation rate should not be indivi-
dualized for different enterprizes acting in the same branches

of economy, in contrast to the actual system of public enter-




prize's pa,mznts to tudset.

Consider anothor 4aspeCty O tne proviedm oI euiiliz_on oi tle
financial ccniitions oI 2aterprizes oy =Zeans ol talatioz: t.e
implementation of egually strong incentives for entersrizes act—
ing in differznt branches of economy. Froa the first glance,
this probleam could be solved by usipg taxes with the saae rate
(or the same progressive scale) for enterprizes acting in all
branches. But since the general system of economic regulation
(which includes, besides taxation, pricing system and otk:r
intruments) is dishalanced and uncoordinated, effective coopera-
tive's incoxze taxation rates cannot be the seme for enterprizes
acting in all spheres (brancues) of economy. If the cooperative's
income taxation system with the universal rate for enterprizes in
all branches is introduced, then the disproportions in price sys-
tem result in differences of profits of cooperatives, acting in
different spheres, independent from their real econoaic efficien-
cy. And %tzis may result, in its turn, in the structural deforca-
tions in the cooperative sector.

e suppose tnat basic income taxes rates for cooperatives?
acting in difierent brancaes and spheres of economy snould bde
coordinated witn average sopares of income payed to the state
budget by public enterprizes acting at the saze branches (scherer)
Estimating these basic rates one must take into consideration
that a weighty share of the gross volume of payments assigned
by public enterprizes to the budget is returned back to the pub-
lic sector in tne form of investments financed by the State and
dotations to agricultural products and some other kinds of pro-

duction and services. Our estimations show that the public sec-
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tor of ecomomy (in industry and agriculbture iacliudizn; collective
farms) receives lack (ia both forms mentionad above) apgroxizatel;
45-50;%5 of vie gross volume of payments from profit and turnover
taxes poyed by public enterprizes to the budget. Since the new
coonc.acion receives no money froa the state budget, the coopera-
tives' income tax rate should be decreased approximately two
times in comparison with the average rate for public enterprizes
acting in the same branch (producing the same type of production)
Consider tne following illustration. The toval contribution
of all public enterprizes in both forms (payments from profits and
turnover tax) to the State budget reached in 1987 approximately
30% of tre pational income produced in the public sector (includ-
ing collective farms). If we extract from this contribution the
amount of money returped to the coamaon sector through invest-
ments and jrice dotations financed from the budget, then the "met
tax burden" of the public sector of ecopnomy goes down to 17% of
tre income produced. This figure may be considered as a reference-
-point for the determipation of the average 1income tax rate for
cooperatives producing material goods. Ve aust point out that tne
mentioned above rate is grounded only if enterprizes of both
sectors (puoblic and cooperative) are given equal opportunities
in provision with productive equipment and raw materials. In ac-
tual practice cooperatives are supplied with equipment and raw
materials at prices wnich are several times higher than those
acting for public enterprizes. These raised prices serve to con-
fiscate from the cooperatives the volumes of money that equal
sums of tne turnover tax payed by public enterprizes producing

the same goodz. If the actual practice of raised prices for co-




cooperatives' supply 1is coatizued thea tue incozz [uX rate Ifor
coogeratives should be futher cecreased tuwice - accorling o Tihe
snare of tae turnover tax in tne vtotal paymeats to Toie tuadzfav or
public enterprizes (im 1938 tiiis rate egualed 47,)). In tais last
case tne average iacome tax rate for cooperative's producing ma-
terial goods is to be decreased down to 8-9/5. These estimates
copfirm the validity of the "initial" cooperative's income tax
rate, suggested in the law "On the cooperation in the USSR".

Let us point out tne priorities of cooperation's dévelop-
ment that snould be reflected in the cooperative's income taxa-
tion systeam. In the {irst, place the actual shortage of goods
and services at tne consuxzer market requives emergetic stioula-
tion (including taxation privileges) of cooperatives producing
copsumer goods and services in contrast to tnose producing capi-
tal goods. This sugsestion is supplezentary supported by the
fact that public enterprizes pay for cooperative production by
aoney froam treir capital developmeant funds wnicn are mucn zore
inflated than money in casz and whica urze forward inflation at
the consuzer market. In the cecond place, serious claims taat
tne coaaunity accumulated to the healtn services, pre-scnool
institutions, care oI sick aad old people services demand pri-
viliges to ccoperatives producing these kinds of services. The

development of cooperatives 1n these spheres could make a serinrur

contribution to the satisfaction of the demands of the population for these
services. Since the public institutions of these spheres produce their servicec
free of charge or at dotated prices (excert self-firancing polyclinics), we
propose that cooperatives prodiucing these services shouid be free of taxen;

and what 1is more, cooperatives producing some kinds of thece services
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(for examrle, tre-schocl institutlions' have reasons to ex
from the budret. Tor the analostus reasons {sursticution
from the state btudret) cooreratives erecting dwellinss at
ropulation should te siven tax rrivileres.

In the third rlace, as far as the overcoming of
agricultural orcducts is annocunced a high-rricrity task ©






