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The balanced demand-and-supply policy is most important 

in determining prices on cooperative products and also in price 

movements. The state retail p~icea are, as a rule, established 

by the government, "from above", which makes it impossible to 

take into account all price formative factors. In contrast 

to this, prices on cooperative products are formed in accordance 

with the commodity production regularities: the law of value, 

demand and supply, etc. The different mechanisms of price forma­

tion are one of the reasons of the state retail prices being, 

as a rule, lower than cooperative prices are. 

A higher level of cooperative prices as compared with the 

level of state prices is one of the main arguments against the 

development of cooperatives in the country, and a factor giv­

ing birth to a negative attitude to cooperatives on the part of 

the broad popular masses. 

The state consumer prices established by the government 

are inert and insensitive to ·the market conditions, they do not 

regulate demand and supply, and cease to be real prices. As a con­

sequence the market suffers from an acute shortage of goods. One 

may think that the problem can be settled through building up 

the production of consumer goods to meet the existing demand, i.e., 

to "catch up" with the demand, simultaneously freezing the prices. 

But this is a mere illusion. With the "noncommercial" price po­

licy preserved, it is impossible to balance the market. The shor­

tage ot commodities is not absolute, but relative, or it is such 
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as compared with the effective demand. That is why, no matter 

how high the state prices are for each individual consumer with 

fixed earnings, from the economic point of view the shortage of 

consumer goods in general and in terms of their pattern testifies 

that the prices are very low as related to the volume of the ef­

fective demand which is a reflection of real social demand. 

Being inert, as they w~re, the state retail prices have de­

monstrated, of late, an impetuous rise (two per cent annually, 

according to official data), caused by inflation,and very uneven 

for individual commodities and groups of commodities. This direct 

and indirect growth of the consumer state prices is accompanied 

by an increase of unsatisfi~d ef!ective demand which grew by 

35 billion roubles in 1989 to reach a total of i65 billion roub­

les. The shortage of consumer goods brings about chaos in the 

distribution of real incomes, the movement of which ceased to be 

connected with the move•n~nt of c&sh incomes. The purchasing po­

wer of money becomes different in diff~rent regions. Those soci­

al groups which are nearer to the distribution of commodities 

stand to gain. Under these conditions cooperative production is 

to ease tension resulting from commodity defficiency for consu­

mers and sociel strata which cannot get necessary goods at a 

lower state price. 

Prices on thP. cooperative market, being a balancing facto:~, 

remove contradiction.s in the sphere of distribution, the contra­

dictions which are inevitable in conditions of state price for­

mation ignoring correlation between demand and supply. 

A direct connection between distribution of cash and real inco­

mes comes into be1ng, the importance of money in distribution 

processes increases, stimuli to work have a bigger role to play 
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and the economic basis for profiteering is thus undermined. now­

ever, negative phenomena of another kind become apparent. It is 

common knowledge that when prices exceed value,redistribution of 

incomes from buyer to seller takes place. The greater the dif f e­

rence between prices and value, the more closely the redistribu­

tion process depends on the market situation favourable for sel-

ler, than on his labour expenditure. Temptation arises 

to multiply one's incomes by raising prices, without increasing 

production or improving the quality of commodities, etc., some­

thing which becomes possible in conditions o! an underdeveloped 

competition and with monopolistic tendencies prevailing~ .A.11 

this is proved by our present-day reality and is resultant from 

the policy aimed at curtailing cooperation rather than its deve­

loping. Legislative acts providing for higher taxes on coopera­

tives directly lead, first ·to raising prices of cooperative 

products and, second, to curtailing the activity and even clos­

ing down a number of cooperatives,which does not facilitate the 

development of competition in the cooperative sector of the eco­

nomy. The decision passed by the Supreme Soviet of the USSR to 

the effect that price rise on cooperative goods is forbidden 

seems correct, but it will produce no economic effect because it 

is at variF.Lnce with the real economic laws guiding the level 

and correlation of cooperative prices. 

Only a well thought-out system of measures, primarily in 

the economic sphere, will help "beat" down high prie;es of coo­

perative goods. The store of means of market regulation, which 

is an inelienable feature of present-day market, includes tax­

es, interest rates, antimonopoly legislation, and so on. 
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It is necessary to study the experience o! market regulati­

on accumulated by Western countries. Not price rise is to be 

combatted, but the causes generating it, among them the underde­

velopment of non-state economic forms, first of all cooperatives, 

lack ot competition among cooperatives and between them and the 

state sector, exclusiveness of the economy. Henc~ the need for 

favourable conditions to promote cooperatives and other nontra­

ditional forms of the country's economic development. 




