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Two years have passed since the inactment of the USSR law
*"On Co—o?eratian in the USSR". Now, what major tendencies has this
develping sector of economy seen so far-? What is the extent %o

w@ich the aspirations of its revival have come today?

1.1. The Rates of Growth.

Turning towards the co-oberative economy in the USSR is not
just an occasional happening: the event stood to a social demand
of the society. The rates of development of the co-operative trends
are being evidence of that. In the course of 1989 a general nuxber
of all kxinds of co-operatives in-action, engaged in manufacturing
of various goods and rendering a variety of services, increased
2.5 times - zaving reacned, by January 1, 1990, the anumber of

193.1 tnousani.




Table 1
The Number of Active The Number of Em- Volume of
Co-operatives ployees, including realized ob-
(thsnd) those who combine jectives
jobs (thsnd of pe- sold pro-
ople) ducts, ren-
dered ser-
vices) :
By end of Absolute By end of Absolute By end Quar-
period ac- increase accounted growth of ac- ter-
counted far per for period per qua- counted ly
quarter ter Zar pe-
riod
01001088 13.9 - 155.8 - . 34907 -
01.04.88 19.5 5.6 245.7 89.9 325.7 325.7
01.07.88 32.6 13.3 458.7 213.0 1037.3 771.6
01.10.88 48.5 15.9 787.7 329.0 2623.1 1585.8
01.01.89 775 29.0 1396.5 608.8 6060.6 3437.¢
01.04.89 99.3 21.8 1950.8 554.3 4307.2 4307.2
01.07.89° 133.0 33.7 2938.3 987.5 12863.8 8556.6
01.01.89 171.5 38.5 4029.8 1091.5 2P81. 3 15M?.¢
01.01.90 193%.1 21.6 4855.4 825.6 40339.1 W3F7.8

Tpe Co—-operation Sector of economy has been growing progres-
sively. Fach month now the number of employees here is ircreased
by as mucnh as was a total growth of the first half of 1988. For
a single last quarter of 1989 the quantity of the realized co-ope-
rative products was 2.4 times as much as it was during the whole
of 1988, By the midst of 1989 the co-operation ceme tc suck rea-
lized objectives as could have only been attained (by original es-
timation of the USSR State Planning Committee /Gosplan/) at the
end of the present 5-year economic vlan: 13 milliard roubles. By
the end of 1489 this figure of the reaiized objectives exceeded

40 mird roubles (in 1988 this figure was 5 mlrd rbls against 350




roubles in 1987).

If calculated per citizen of the country, the economic co-ope-
rative sector in 1989 produced the products (jobs, services) by
140 roubles per capita. Exceeded this average figure in the USSR
was by such Soviet republics as Latvia (402 rbls), Estonia (243
rbles) and Moldavia (241 rbl); whereas, in the republiics of Middle
Asia this figure maie only 53-88 roubles.

In the run of 1989 the share of those co-operatives that still
did not function after being registered went down noticeably: from
44,2 % to 21.4 %. This is indicative of big positive changes in the
matters of setting up the new co-operatives - if not the indica-

tion of the completed settlement of organizational problems.

1.2, Structural Shifzs.

The Co-operative Sector structure is becoming more and more
diversified in the fields of activity. So, at the beginning of 1988
90 % of the co-operative enterprises, as well as 90 % of their re-
alized (sold) products, fell on four types of the co-operative en-
terprises (like those engaged in the production of consumer goods,
consumer service, public catering, or supplies and processing of
the secondary raw materials). Today the statistical agencies re-
port on over 20 types of co-operatives.

There have Deen traces of steady increase in share of the con-
struction-work {in the industries) and scientific-and~technological
co-operatives, zose pace i3 that of the leaders'. The number of
the co=-operaivives; 2£ Tthese two types has increased siace 1988,
corresponcin.iiy: 1 snd 4 times. At the sase time, there decreased
the nuxdber | ...: szecific weignht) of ti~ co-operatives dealing with

public catering, traiing or consumer servicing. On the wnole, cthe
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co-operative sector has been branched %o soconer serve the enter-
prises and organizations than the residential population.

Some of the co-operative types have seen ean absolute (to
speak nothing of the relative) reduction of their employess: in
particular, the public catering and purchase-and-sales co—-operati-
ves - a result of the well known in this country criticizing cam-
paign (Refer to Table Ko 2). |

In 1988-89 there remained a most critical demani for the me-
dical co-operatives. There development was much behind the growing
need for them.

The ways of the cc -operatives' reaction towards changes in
the economic environment (like adoption of standard acts, changed
taxation policy, criticism of the press etc.) haven't been those
of the reduction in their ranks, but structural reorientation. The
co—operaébrs are switching their fields of occupation - never lea-
ving the sector alltogether. Reducing the number of employees in
some types of co-operatives h not driven to reduced incomes of

these co-operatives.

Table 2.
A share of the dedi- 4 share of
cated co-operatives the given-
in the total number -type co-
Ref. Type of of co-operatives in- -operatives'
No activity -~action employees
. (%) 353.13817 their
total number (%)
TI98E T 1989 1988 1989
1 2 3 4 5

1. (Out of a) Total (number): 100.0 100.0 100.0 100.0
2. Consuder scrvices 30.06 16.9 9.9 1.7

3. Prcduction of consumer
KLoods 20.8 17.5 23.8 16.3




4, Public catering 9.8 2.9 4.4 1.1

5. Procurement and processing of raw
materials 3.0 1.6 3.0 1.9

6. Construction work (except being
engazed in the consumer services) 4.5 20.1 8.9 3.2

7. Projecting-andi-prospecting 0.9 1.6 1.4 2.4
8. Agricultural 2.7 4.4 1.4 2.1
9. Trade and sales-and-purchase 6.5 3.9 3.7 1.7
10. Artistic design 1.8 2.5 1.3 1.5
A1. Medicel care services 2.4 1.7 . 2.3 1.3
12. Organization of leisure time 2.4 1.4 1.8 1.1

13. Scientific research; design work;
software development; information

SeI‘ViCeS 2.6 N 5.3 ) 3.9 6.6

* This Table has been drawn up, based on the data of the
State Committee of the USSR for Statistics (Goscomstat).

1.3. An Average-Sized Co—operative.

A present-day co—operative traditionally can be viewed as a
small enterprise with around 23 employees (including those, who
are holding more than one job). At the beginning of 1989 this fi-
gure was 16, wnile in 1688 ~ 12. The staffs of the Trade or Pub-
lic Catering co-operativqp averagely ammount to 9-12 employees;
the Scientific-and-Technical and Construction-%Work co-operatives
are staffed within 25 to 45 employees.

A wish to increase tpe number of engaged in a co-operative
enterprise is very weak. In a 1.5-year period an increase in the
average figure of employees from 12 to 23 people does no*t, actual-

ly, means vhe grcath of number of the aedium-sized co-operatives
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of every type: in fact, it is a manifestation of a structural shift
towards the increased spesific weights of the relatively large co-
-operatives like those of the Construction-work and Scientific--

-and-technical types.

Table 3. Rates of Growth of Co-operative Enterprising.

Rates 9f growth

1988 1989 in
1989 by 1988

The average number of the re-
gistered employees (in thsnds
of people) 567 3011 5.3 times

The volume of realized objec-

tives: products, jobs, ser-

vices (in mlns of roubles) - 5061 40339 6.7 times
within this scope, rea-
lized directly to the

citizen people 2369 2134 " 2.0 times
Pay-roll iwage) Fund
(in mlns of rbls) 2161 o843 7.8 times
Average monthly pay (in rbls) 318 469 1.5 times

Average monthly output of pro-
ducts, jobs, services per em-
ployee (in roubles) 829 1108 1¢3 times

e This ITable has been drasx up on th2 bagsis of the U3SR

State Coaxzittee for Statistics.

There can be nointed out three categories of co-operatives
that are inclined to extend their capacities:

1) The large-size co-cperatives, that are keen on extensive
production sn the induztrial basis. Thece are caiefly Construction-
~work and Prodiuctisn zo-op2ratives. Yet, such exaznples are fen 59

far.

2) The snail-zize co-operatives, o. no nore tian 20 enployees,
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are primarily envolved in Public Catering and Trading. Such co-ope-
ratives are also rendering Consumer or Socio-cultural services.
They are content with their status and income level and don't seek
for extension opportunities.

3) The small teams of up to 35 people. They are usually-offe-
ring intellectual and other services, quite often regarded as not
fully characteristic of the co-operatives. Their employees do not
share common property, but implement the co—-operative-way economy
in financial transactions or by assuming a status of -Juridical Ar-
tificial Person. Such groups of employees are not looking forward
to enlarging their membership. Though, they will be glad to enlarge
their bag of orders. This kind of economic structures have been
increasingly popular in the present economic situation.

Classifying co—operatives involved in production or services
can be aéhieved against a number of criteria, like specialization
or the paramount structure, reflecting some economic branch. A
classification by the features of ecinomic nature, as well as that
by the character of functions performed, are the most interesting.
Such approach makes it possible to work out the control methods,
adequate to a particular kind or type of the co-operafive.

In conformity with the offered criteria, a diversified range
of the co~operative types can be amassed in two principle groups
(Ref. to Diagram 1). The first kind of co-operatives will organized
by amalgamation of privaté properties of the snareholders, involved
in the indivicual or small-team labour. The other group type will
be utilizing the state property or the property, transferred in
their possession as to the proprietors.

The secord {ype of co-operative enterprises is predoripe. i,

feis can be :iccounted for by a number ‘¥ factors. Those co-odera-
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tives, originated at the existing state producticn-spot, are en-
joying the starting advantages over the enterprises, born on an
"empty place': the first ones suffer less difficulties in being
provided with the necessary supplies, equipment or work spaces;
their products will, for sure, get into the market. The accelera-~
ted development of this type is, to a large extent, ensured by to-
day's co-operative policy, stimulating sooner the existing state
enterprises (that is, their trensition) and their elements than
the creation of the new co-operative enterprises.

So far, four fifth of the Production co-operatives in the fi-~
eld have been originated by the state enterprises, from which they
are leasing 60 % of the basic production funds, acquiring roughly
the same volume of raw materials. 67 % of their output these co-
-operatives are realizing to their gua:cantors and -founders. The
profit of theese co-operatives is by 10 % made of products, manu-
factured to state orders.

The first wave of the co-operative development in the USSR
could be riguratively referred to as an attempt to get the Sovietl
ecoromy privatized. The second wave is denatioralizing the eco-
nony .

However, sténding behind the highly dynamic cc-operation pro-
cess, there i3 a series of polysemantic trends. As was pointed out
in a governzental report, presented at All-Union Scientific Prac-
tical Conference on the Issues of Radical Economic Reforms: "...
There were, r.ougt, actempts to make a radical step forward. A faw
On Co=-operaiiun has led to the origination and development of a
wnole new cecLopr in thre ecbnomy..Ana yet, a would-be econonic suc-

cess ass u.n2:d Nnuv nothing tut a fail:.re."1

1/ ideler <o ".conozitcheskaya Ga:weta", 1989, No 43.
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This Yopic has been known now as a key subject of the debates
(held not only in the scientific circles!) with the core aspect
“"who is to blame for certain inefficiency of the the co-operative
enterprising?". There could be offered here 3 major possibilities
of an answer.

Option 1. This version of an answer blames the very nature
of a co—-operative enterprise, as far as its motivations are regar-
ded as anti-social, bound to stir a destabilizing outcome, sub-
versive for the socialist way of living. Accordingly, tbere comes

iong an immediate call for doing away with "these robbers of the
nation”.

Option 2. It is the "administrative commanding system" to be
blamed for rebuffing the beneficial and progressive initiative by
the superimposition of such conditions, in which co-operatives can
not function normally. Thus, it is rational to dismantle the exis-
ting economic structures as soon as possible - in order to prepare
ground for the newly-originated structures.

Ootion 3. The co-operation policy is not being pursued the
optimal way possible. Instead of havirg the former and newly-born
economic siructures tied up in a flexible coupling (as much as
the interfacing solutions could recompense far the intrinsic ex-
2enses of the reforms), the conditions are being established for
their confrontation due to sharply disagreeable metnods of the

economic management.
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Diagram 1.

TYPE I
Co-operatives, originated on tae
basis of amalgamation of private
properties of the shareholders

TYPE II
Co-operatives, originated on
the baslis of utilizing the
property, transferred to their
possession, or disposing of
the state property

1.1. Feliowship Association or
Trade Representation Office -~
Anyone of them is a specific orga-
nizational form for a unity of pe-
ople in individual enterprising.
This is a co—-operation, possessing

a small share of collective proper--

ty, but the operations of this en-
terprise are mainly dependent on
utilizing the orivate property of
its members.
1.2. A snall-sized Joint-stock Co-
—operative - That's a form of
work organization for the small te-
aas that are commonly utilizing on
a Zeneral besis the individual me-~
ans of tThe stocxnolders.

2.1. A co—operative on a basis
of liquidated state en-
terprise - Here the ba-

sic funds are bought (a case

of transformation of the state
enterprise into the co-opera-
tive) or taken on lease.

2.2. A co—operative division
of a state enterprise -

Trat's an indepndent co-ope-
2tive within the framework
o7 the state enterorise (or
organization). It is origina-
ted after a transfer onto the
co-operative form of manage-
ment of the existing elements
(shops, brigades, worx sec-
tars, mangement offices for
construction work etc.). Some-
times it's just the matter of
setting up a new cocmplemen-
tary division of the co-ope-
rative type.

2¢5. An internally leased co-oOpDerative -

Here are united the employees of a
state anterprise on terms of holding
a combined-job. The required pieces
of machinary are taken on lease for
use in the factory non-operational
time (2nd and 3rd shifts, days off).
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2.4, A customer's property utilizing
co-operative - & joint state-en-
terprise/co—operative sroduction.
This kind of production form is an
independent from the state-worxs
structure co—-operative that is
using the state-enterprise's (that
is the customer's) funds.

2¢5. A joint state-enterprise/co-opera-
tive enterprise - Thai's a jointly
established - Yy a state enterprise
ami co-operative - third party:
juridical artificial person, for-
mally independent of its founders.
This newly-originated enterprise
wiil be enjoying a full economic
and administrative freedom under
the pr-sent legislation, joint-
-ventu-2 Charter and Contract on
the establishment of the enterprise.

To the Aathor's opinion, there is a great deak of reason in
the third vresenced :tesre option of an arswer. Sure, the misnaps o7
sz21l buciness have notaing to do with its so-called "genetic an-

ti-social rzature” (as insistsd by some wri%ers on social and po-~-

34

titical affairzs); %tnough, ope should not £loss nZis 2y¢s on certain
side~efiects ~ tne oroduct of the cnosen concept of sconozic de—
velopment. Wiiu This in zind, the Autihor dodesn't think there is
goound in relaying the responsibilivy for the failures solely on
the "adainiz.retive coumanding systen" {excressing such attitude
as "the ecom i~ Ceroras nave been worxed sut all pright, it's just

the zconowlz -, oz itself nasn't provad prepared {or innovations")

u
W

3
20 wne

not the .n2vilability of such tear-:part been evident from the

~

very beginning? Jould not the undesirable outcomes have been vre-
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estimated for ensuring the right methods of economy revitalizati-
on? Is it, figuratively speaking, sensible for a surgeon to risk
an organ transplantation, if it is going to be rejected by the de-
ceased body? There will be no acception of any doctor's excuses
like “the right method of treatment has been confused by a bad bo-
Aily condition of the patient operated on". Evidently, a most ra-
dical solution is not necessarily the most effective one; quite
often, there is need for a thoroughly weighed, complex and pro-
longed therapy. The methods of treatment will have to be chosen
carefully with respect to the actual condition of the body.

Now, to evaluate a present-day co-operative policy, it will
take to draw a line between the two problems, one of which is
Subjective Miscalculation, caused by this circumstance or the other;
the other problem is of the objective nrature and bound to arise
and manif;st itself in a multi~-structural pattern of economy "“at
junction"” of the different structures.

What is it there lying at the bottom of the objectively fa-

ced contradic tions?

- Main Contradictions in Interaction of the
Co=-operative and State Sectors, or the Ru-
les to ?lay the Game.

As is known, bpasic approaches to the economic reforms began
with critical scrutiny of.the accumulated experience. A sharply
negative attitude here was expressed towards the practice of "uni-
versaiization'" of the forms and methods of economic managezment for
any branch of econony. Such methods were tried in order to adopt
a unique :wa2nagezent zolicy, fit for bis industrial enterprises. In

result, tkere's tezn reduced the efficiuncy of smaller and =zedium=-
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size enterprises, as well as lost the uajority of features, cha-
racteristic of Kolkhozes and Consumers' Co—operatives.

Alternatively, there's been put forward a concept of multi-
facetness of the forms of property and economic management, aimed
at working out the specific methods of economic management fdr a
variety of enterprises (based on different forms of proberty). Dif-
ferentiation 6f forms of property can be ocnly achieved and effec-
tive, 1f the different-type enterprises get their own svecific
ways of the economic realization. The intentions to materialize
these theoretical postulations have shaped with the adoption of
state laws "On a State Enterprise (Association)", "On Co-operation
in the USSR", "On Individual Enterprising". One would easily no-
tice that the first two legislative acts have been drawn up for
the two types of enterprises (state and co-operative), whose eco-
nonmic maﬁégement volicies differ very rnuch. In fact, these diffe-
rencies can be traced in every aspect Of their activity: material
and technical supplies, price-making, profit distribution princi-
ples, resulation of labour relationsnips, financial and credit
settlements, taxation into the state budget etc.

Despite tbe seemingly logical core in this practical approach,
its serious flaws has been found out quite soon. The country's
economy has turzed to resemble the sporting grounds, where the two
teams has met to play a game by their own rules. Different orin-
ciples of operation for the state and co-operative sector snter-
prises have noticeably disbalanced the integral economic system.
"The teams" navz, to their advantage, zained certain ground at
sonie parts of ".n2 field": State enternrises - in the matters of
zaterial-and-tncnnical supplies (like raw and other tecnnological

materials or suniinery); Co-operatives - in pricing their ocoducts,
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profit distribution, finapcial amd crediting settlerents. Instead
of the previously expected sound competiotion between the two sec-
tors, there have started cropping up various deformations of re-
distribution or pseudo-formations and "marriages of convenieace™.

Privilages and preferentials have not been granted in agree-
ment with the type of activity, but in line with the type of an
enterprise - axi such approach is facilitating the growth of the
number of co-operatives, but not their outputs or efficiency.

The present system will sooner allow for manipulations with
various ec;nomic transformations than ensure the increase of bu-
siness activity. The expansion of the co-operative sector is, to
a great extent, taking place due to the transformation of the sta-
te enterprises into co—operatives, rather than formation of small
and medium-size enterprises as "alternative" to the state omes (and
their divisions). The first-type co-operatives often preserve the
monopolistic privileges of their ancestors, enjoying, at the same
time, all the advantages offered by the co-operative "rules of the
gamne".

It just suffices to cnange a gate signboard - from "state" to
"co=-operative" - Tor an eaterprise to acquire the extra privileges
(with the preser&ation of the previous ones) without changing ei-
ther orientation or volume of the business activities.

For one tning, thnere remain arrangements of the required ma-
terial-and-technical suppiies (effective for the state enterprises);
for the second thing, a freedom is gained to control the financial
resources (a prerovgative of the co-operatives).

This kind of co-operative policy has brought a glaring dis-
crepency between tae rumber of co-operatives, as grown of late,

versus the ruwber of those engaged in them - on one hand, amd the
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complementary offered products (services) - on the other hand. In
this connection, it won't be right to take the statistics on the
co-operative products as a real complement to the volures, being
realized by the state economy: in fact, it's just a matter of mas-
sive shifting of the products, produced by the state enterprises,
into rubric "C¢-operative Products".

Clear is the reaction to this kind of event, expressed by an
attempt to correct the mecnanisms of the both economic¢c sectors in
order to bring them closer. This drive for correcting the situation
can be proved by drawing up such draft laws as: "On General Taxa-
tion System in the USSR", "On the Socialist~type Enterprise". There
have been also such enactemnts of the Supreme Soviet (Council) of
the USSR to same effect, as "On Measures of Regulation of Growing
Wage Funds in the Production and Servic2 Co-operatives, heased Bn-
terprises and Interprises of Public Orsanizations". Thus, such is
the direction 9f the governmentally offered compliments to the law
"On Co-operation in the USSR".

Evolution of the economic mechanism of the co-operative sec-

tor has been affected by tane two contradic tory tendencies. Cn one

hand, tne forms of econonic¢ management here must reflect the spe-

cific features of these enterprises, based on the collective-ty-

pe of oroperty. Cn the other hard, the logics of interaction be-

tyveen the state and co—-operative sectors within the integral eco-

noaic systerm implies the hecessity to ensure equal economic pre-

reaguisites, wiich 2eans certain unification of the management

orinciples o7 eiiher tyoe of enterprising. “ach of these two ten-

dencies zas 1t3 »csitive and aegative zitridutes. Giving impetus
to the develizuont of the first tendens/, -ears szetting up priori-

ties for the urusress of ce-operation; .owever, it reans conside-




- 16 -

rable deformations at the intersections of the sectors, as well.
Too persistent a pursue of the second tendency will also e bound
to develop the negative factors - as long as in tanis case the eg-
ual rights will be granted to the counteragents, who would not
match. At any given moment there exists certain correlation of the-
se two rivalling trends.

Therefore, a real-life miltitude of forms of proverty anmi
economy management (to speak nothing of radical solutions, like
having a mltistructural economy of a mixed type) allows for the
existence of a scope of specific issues and contradictions that
can not be escaped at the junction of various forms of property.
Now, it becomes clear that a particular-type enterprise will be
trying to "play the game" by the rulesof its own. Whereas, the lo-
gics of interacting with different-tyr: enterprises will be insti-
gating té conceive the general rules o: the game for every "team"
on the "field". A principle contradiction of the multi-structural
economy, defined by V.I. Lenin in an interrogative expression "Vho
wili win?", assumes today another interoretation: '"Jaich of the
sectors is zying t0o impose its rules as the general ovnes?" 1t is
hign time we were cominz over from the general-concept catchphra-
ses (like trose 2dout coming towards a mixed-type economy) to, at
least, draft grujiects of the real operational mechanism of the eco-
nonyy at interaction-points of its two different sectors. The ac-
cuzulated experience of :Qe co-operative enterprising presexts no
tactical (to say rotaing of the strategic) clues to the solution
of this key is:uie; there is notaing but improvization. With this
in mind, it wouldin'c be bad to more constructively scrutiaize the

weak points oI iie present-day co-operzc:ion policy.
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The Flaws of the Present-Day Co-operation Policy.

In a most generalizing way the drawbacks of the co-operation
policy can be summarized as follows:

First. As was pointed out here, i* is the quantity of co-ope-
ratives that is being mainly stiamlated by the present co-operative
policy, rather than the volumes and effectiveness of their activi-
ties. The world experience prompts: it pays to inspire the concrete
and most crucial activities for ths moment, paying attention to
what type of an enferprise could be most suitable for the occasion,
which, correspondingly, will ensure an accelerated developmeat of
this particular enterorise. | _

Second. As was said above, every sharp opposition between the
sectors of different management systems in economy has led to se-
rious junction-point malfunctions: be .- confrontation, varied ma-
nipulations or problems of formal rearrangement. There is no sense
in trying to alizn the similar economic processes, belonging to the
two parts of the integral economic mechanism, differently.

Third. A Swo-year's co-operative development has shown, to
the Autnor's opinion, flimsiness of the chosen ways of switching
to the ﬁarket-type relations; the same is true with a sudéen (one-
-step) jump tactics into the economic mechanism, chiefly regulated
by the narket. a 'cavalry charge'" to the market has takea to a
ceep zap between the steadily ircreased mass of market contractors
(around 200 tnousand szall farms snd enterprises) and the servicing
infrastructure. vacking far benind in the development (if there is
any at all) azve teen such modern-market "makeweignts™ (that are,
in fact, uaring the narket civiiized) ~: the well-developed sys-

tecs for tuxailion =nd financial inspec: .on, crediting and quality
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coniral, social insurance, trade-union security etc.

Considering modern levels of production concentration and spe-~
ciaslizaticn in it, there should not be any underestimation of the
regulators, attributed to the "free" market: the more so, if one
considers the deepness of distortion of such market as the Soviet
one. It becomes obvious that the original concept of non-interfe-
ring with the activity of co-operatives by planning and other eco—-
nomic tools has not stood to the expectations; the same is true
with the optimization effect of the market situation: The structu-
re of the co-operative sector turns to be setting unfavourably for
customers. There are indications of the imposed and, quite often,
groundless differentiation of the profits between those engaged in
the two sectors of economy. Uncontrollable outburst of prices is
under way.

A mérket-type.ecanomy nust not be jumped to; there should be
a moderate transition onto it. In sugzestions to more extensively
use planning efiect in various aspects of the co-operative activity
there is no, actually, implication of trying to impose a directive
5olicy of telling what to do; it is an attempt to control economic
tools: -taxes and and taxation privileges, flexible crediting poli-
cy, priorities in material-and-technical supplies etc. - tkat are
practically nonexistent at present.

These ideas are not popular today with the radically-minded
part of tiie Soviet economists. Now, remembering a saying taat "no
man is a propnet in his own country", let us have a look at some
of the opinions of the outstanding economists in the Yest. For,
instance, thexre is J.X. Galbrate's thesis on being as unreasonable
as to beleive in "the primitive postulations like an existence of

free markec-compecition"a; or take a s.cere bewilderzent of a

2/

"Communist', 1¢89, No 1, p. 116.
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British scholar Todor Sbanin, who writes: "I feel funny, when 1
hear you talk about the free Westerm market. Is there sore Dlace?
There is none." Ferhaps, it will be useful, too, to refer to Paul
C. Alecaker, Executive Director of the Washington Privatization
Center, who writes in his paper "The Soviet co-operatives: A Drive
For More Extensive Economic Development™: "As prompted by the ex-
perience, - writes this American UNIDO expert,- confusion can be
avoided, when taking an economic sector from under persistent go-
vernmental control, if effected smoothly. By way of fast slackening
of the centralized control of economy, there are hihg chances of
aggrevating the deficit and risking a high inflation level".

Fourth. An imposed correction of the initially set co-ope-
rative-policy targets has been effect far from the best way possi-~
ble. The state and goverpmental agenci-:s, avo?dins the golden mean,
are, sométimes, snifting their initial contemplative outlook, re-
placing it with the imposition of voluntaristic banning steps (in-
stead of gziving the issue 2 proper head). Every level of decision-
-maxing is lacxing any Jjustified inter-agency co-ordination. 6ften
enough, soii2 sTate bodies are treating the co-operatives not ic
disagreexent to one znotner, but in a sheer :ontradictory CES

It will “e clear, now pressing it is today to have a well-
-s2dzed uniforn state zolicy aimed at promoting the co-operative
ervervrising, i7 one examines the attitudes of the exployed in
ziis sector towards nrocesses baffling the co-operative develop-
zeat. the first (in ranX) shared opinion atout the reasons ( there
have decen zentivnad 11 of them altogether) of the unfavourable 3i-
tuatilon iz ¢ 2l2i 53 "adnpersistency of the governmental decisions
o ne ways -7 .nz co-operation life”. This reason of the unsatis-

factory siti.ni m seess superlative to :uch other named factors
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as difficulties in renting the business spaces, getting the equip-
ment or supplies of raw and technological materials; it is the un-
reasonably high prices on them, too.

Also of a bad service for Co-operaticn are: the absence of
duely provided expertise of the socio—economic outcomes of the de-
cisions made, the legislative law-making euphoria and political
contests of the extreme "left" and "right" wingers. It would be
wise to anticipate by calculated approach the negative possibili-
ties of any adopted economic or political project, rather than
take the pains to correct the made step afterwards.

The inconsistent co-operative policy has led to the negative
socio-psychological outcomes. At first, there stirred irritation
in one talk of the society against letting certain people (against
the background of generally deteriorating living standards) de-
fiantly rise their well-being. After that, tﬂere came a drive to
“correct the situation” through a stricter taxation policy and
other tough measures against Co-operation. That attitude, in its
turn, insvired resentment of those who had come to work in this
economy sector. In result, there nas growm tension between the two
social grouos - those with the fixed wages versus the others with
the free incomes. At the same time the either group has found it-
self in opposition to the govermental co-oderative policy, zeeting
the interests of the neither group.

There is a call, today, for working out a thorouzhly weighed
realistic approach towards the co-operative econoxy; thic w7ill Ze-
mand avoiding -::irece attitudes - be they nervoasly aczologetic or
tendencially ni.iiistic. IT 1 uay repeat, there is no loubtinz tuie
necessity vI n-ozeration today; 2 positive answer in favour of its

existence hLus mz.m grompted Dy a fast ::velopment of the econoaic
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form in the country. The problem is that of the =ays of reorgani-
zing a far-from-being-perfect co-operative policy, wnose i{laws
must become a matter of most meticulous scrutiny.

Let us have a closer look at the weak points of the USSR co=

-operative policy, as was pointed out here.

Two Price levels for the Same Products: Can
That Promote Sound Competition?

From the beginning Co-operation was regarded as sound alter-
native and therapeutic remedy for monopolism of the state agencies;
it was expected to have stimulated a contest between the two eco-
nomic sectors, to have been a lever of decreasing tane co—opérd%ive
prices.

Now, how true the forecasts nave .amed out to be at present?
Uhfortunﬁ%ely, there is nearly nothing to talk about; the compe-
tition between the sectors (state and co-operative) is next to no-
tning. There is a number of factors to that - not the least of
them being the practice of price formation. Most clear are the
£lavs of the present rolicy of economic Zznazement that nas beer
trying to control tke same ecunomic aspects of the two parts of
the sirgle econcaic body by means of different tools. Thus, there
pave been set up two levels of prices (state and co-operative) for
the similar proiucts. How would you like to comment this, I wonder?

Today's co—operative‘enterprising is not homogeneous in siru-
ture. It loccs, 25 if it could be s3plit, more or less conditional-
1y, intvo tiree carts.

ilere Tir;u s0mes 4 sound part of 1%, co-operative i nature:
these are .2 noewly originated (on the Zasis of tae liguidated

eizner uncr.lithle or low-profit stat. enterprises) co-operzcs

.—A...v..i--)'
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orientated on the release of additional products and services.

In the second place, the 0ld agency monopoly sets disguised
by the co—-operation mask. In these cases, some individual state
entefprises (or their divisions) switch to the co—-operative form
of management with no intentions of increasing the outout of pro-
ducts_or services - just keen on getting into "gratuitous" finan-
cial preferences (by means of pricine manipulations or transferring
a major part of the enterprise usual profit into the wage fund,
as well as by transferring the non-cash financial means into casn
etc.)

In the third place, there are commercial structures of the
"shadow economy" that are speculating on the attained legal basis
of the Co-operation.

The presence of all these various :omponents of Co-operation
dictates a multi-faceted development of this economic sector.

The econumy state sector and its *"sound element'" are overlap-
ping siightly only in the assortment of those products and servi-
ces tnat zre in snhort supply on the market, where the state eco-
nomy fails ctc combat the deficit.

Is it reasonable to blame tnose co-operatives, wno are anzi-
ous to fill tThe exzpty "economic niches", rather than engage one-
selves in direct contest with the state sector in the branchnes,
where it is sirong? Hardly so. The big idea behind the co-opera-
tive enterprisinz is 2limination of flaws produced by the hig »>ro-
ducers. A certain nositive assymetry in the assortment betwe2n tae
co~operatives arc the "big economy" is 2 result of the therapeutic
effect or the [i~z% ones.

Now, Wi .3 Th2 situation 160king likxe, where it could be

possible tn :uv: competition between ti. state enterprises and si-
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milar co-operative enetrprising? There are tendencies towards the
monopolistic alliances here! Alas, quite often, the co-opzrative
forms of economy present no alternative to the monopolism of the
agencies: they becomse, in fact, some form of the latters. This un-
happy practice is very much instigated by the acting policy of
pricing. So long as prices differentiate with no respect to the
type of activity but a type of an enterprise - then, it is as sim-
ple as just cnange the gate signboard and you get the rights to

sell same very products at varied prices. A practice of two-level

orices for the similar products is generating redistributive de-

fermations, instead of the competition of the two economic sec-

tors.

A typical example of the two-level pricing practice give the
public catering co-operatives: every 2 9f 3 of which have been
setting hp in place (but not in additicon) of the previously fun-
ctioning caiés and canteens. These co-operatives (unlike the in-
dustrial or construction-work co-operatives that are being set up
in reolscement for %the low-profitv or unprofitabvle enterprises),
aowever, 3O not work on tae state orders with taeir stave orices:
insteed, tkey nass over to the azreed prices that are, as knowm,
from 2 t0 3 ciumes as ruch as those in the top-class public catecr-
ing :nteryrises. 3uci happenings neither increase the number
9 the spoken-oi services nor improve the people's wellfare. inis
kind of "re-arrsngements” is only mutually beneficial for <he co-
-oferators and 2vartzeatal burcaucrats, so long as the iauters
in ¢hedr rceuoTts L9 20U snow the volumes of the co-operatively
reatized vooicss (2orviceés) at the agreed prices. In fact, the

gC=ozzratisan nere wuim into the cuntractors that are telping the

(%]

tate sector %o attain the sought for :rice indeces with the aelp
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of the swelled prices. Evidently, such situation is not in any way
encouraging any sound competition between the stste and co-opera-
tive enterprising; moreover, there've been creating nonopolistic
spheres of activity for such co-operatives.

A similar turning is wvith the former Gosconcert (State Con-
cert Society) bands and Philharmonic Societies that are transfor-
ming into co-operatives in the cultural sphere of social life.
Such co-operatives, when originated, start using the contractual
ticket prices - that is, are legally selling tickets -for the very
same concerts at much higher prices. Clear, popupar variety actors,
after being tranformed with their bands into cou-operatives, do
not have any competition with the state cultural employees ~ tﬁeir
former selves.

The same tnings are true with the :zcientific-and-technical
co-operatives, set up by state enterprises and organizations. Pre-
serving their nonopolistic grounds in =ssence, without coming over
to the extended activities whatsoever, they start practising very
high oricies. Zvidently, toere is no competition here, -ut with
toeir o selves for anizner profits.

Someday, tne management df a Donbas coal pit reguested laeir
oranck institutze for a repeated project of the suspendid zonorail
track (the similar project had been effected by the same institute
5 years ealier at a price of 2,000 roubles). The reguest was re-

)

jected first. Izouzh, the director of the institute advised to
approacn his Iastitutes's co-operative. iiuch to this customer's
surprise, Chualirman of this co-operative turned out to be the came
Institute direcisr, =who, inzpiration in voice, »>ffered tzis krowm

vroiect av a vrice of ... 29 tnousand ~oubles)

Besides, there is also taking place a direct reselling of the
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state goods from the co-operative counters. Here is zeant the sa-
les, at free prices, of state—-enterprise products tazat 2ave, so to
say, been partially modified by the co-operatives "in order to di-
versify the qualitative and artistic properties of the x22ds". The
co-operatives are cornering the retail-traded pieces of manufac-
tured clothes (like thoée of the knitted wear and other products)
of high demand, and, having applied on them, say, some stick-ons,
emblems or whatever applications, are reselling them at much hishei
prices. So, some sleeveless vests, or T-shirts, produced at the
state enterprises, but with some stuck-oa decorative applications-
made by co-operatives, are being sold 5-6 times the original price.
Thus, compact sound cassettes, bought wholesale, after being filled
with some prsogram, are then sold 2-3 times as expensive as toeir
original price (before reccrds are msés).

Weli, now what kind of the environzent could make a competi-
tion between the state and co-oparativ: enterprise vorn and eilfec—
tive? I think, it cculd be achieved on condition that tﬁey operate
“»y the same pric2 regulations: ir this envisonment, zny transior-
motion of & state enterprise into 2 co-operative one would mnly
naXe sénse, waen,in a co-operative produciion, the raduced exyern~
55 ¢ole Vogether with ixzproved effectiveness.

S0, i <2uid be the ways of improviag a price roraation rou-

sipe? Zrices _..vi:ld be differentiated by certain xinds of activi-

-

Lot

vies (tyoes 52 Losivets), instead of being Jdesendent sa tynes ofF

8r. JeLDYLs0H. k=i vdUCcts 520uld B2 uniforzly sr-iced, irresasé-

ies3 of tiue ..o 5f =2a%tapprise they hava been nanufastured at.

~. g ey Pad - - -y e Y. - S R B -3 .
crouos oL 300ds snould e oriced iifferentl;.

T2 Lnztanco, .o group of products can have zome fixed prices

and be prized Zooa the roooonsible cen.o2; the second type of prie
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ces may be of an "as agreed'" nature and have limitation by the
upper level; the third category of prices could be formed out of
sheer demand and supply. Should it be as suggested, any type of
the enterprise (state, co-operative or private) will be choosing
among the types of the goods groups and their corresponding price
formation.

Such approach would ensure a distribution of types of enter-
prises according to the goods groups. For the state and big co-
-operative enterprises it will, perhaps, be profitable to produce
products in large batches - despite them being sold, afterwards,
at fixed prices. Small co-operatives could get directed to the pro-
duction of non-standard, small-batch goods to be sold at contrac-
tual prices. This kind of pricing has been effective in East Ru-
rope, where the co-operative form of é:terpriéing has been develo-

ping most'intensively.

Income Differentiation: by RKind of Labour
or Tyve of Economic Management?

The co-operatives' incomes riaxke one o1 the most crucial so-
cial talk of ihe day. In the press (thougk, these are, predomincnt-
ly, not scientiiic, but social and political articlies) they are
enthusiastically lebating the following topics: Does there exist
any differentiation in wage levels between the state and co-opera-
tive enterprise snzloyees? If positive, then to what extent ard
what is in the iieart of it? Tnat are the socio-economic outccmes
of such differznviation? liow wuch has the co~operative way of Ta-

negeient in =2ponony contributed to a general outburst of incorzes

in <=ze countr:?
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Some of the analysts insist that there isn't any noticeaole
differentiation here; they say that the rumours zcout the rfabu-
lously big incomes of the co-operator - are based but on the sxag-
gerated individual criminal cases. Others are accepting and sree-
ting these differentiations, talking about "the usefulness of ine-
quality" and postulating that "the rich people will save us". Some
third party of observers are readily cursing the growing co-operz-
tive incomes for the progressive inflation in the country. The
fourth party consider these incomes have nothing to do with buil-
ding up inflation in the country, as long as the co—operative wage
funds make a very small per cent in contrast with the accumulated
income-mass in Dossession 0of the country's residential population.
There exist some other opinions, too. I will risk to offer here
one of the possible reviews of the cou =ry's economic situation

as has been sutlined nere before.

Concerning the Real Income Levels In the Co-operatives.

At tize beginning of 19590 there were 4.9 mln people (or 5.1
dln people, if one does not taxe into account those wuo sere cox-
opining jobs) employed by the co-operatives proiucing goods and
services. Their annual pay-roll fund made 16.8 milliard roubles.

—

Jne ave

ry

2:5e @ontnly number of those engaged in tae co-opera-

tive sector i:izreased in 1989 versus 1988 5.3 times; the volume

of the so0ld sezw 2.7 tine$; the wage fund increased 7.5 times.

In fact, <ho lutier Zund makes a very small figure, cozpared wiin
the gross wage fund of the country (more than 4 % of it ~ but,
still, it is conspicuous by way of a growth index. On the whole,
in 1989 the wage fund in the country's | econony ias increased

5y Lie millard roubles {(by i1 =llrd . .ls - in 1986-67; by 25
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mlird rbls - in 1988); here, in the state sector - by 28 mllrd
rbls, in kXolkhozes - by 2 mllrd rbls, and in co-operztives - by
14.6 mllrd rbls. Therefore, 3 % of those employed in tze country's
economy ensured 33 % of the total annual increase in the 3say-roll
fund.

Due to growing of the labour wage-fund ahead of the volume
of the sold (and offered) products, jobs or services, there's been
increase in the wage-capacity (wage expenditure per 1 rouble of
products). If in 1388 the wage capacity equalled to 36 kopecks
per 1 rouble of products, in 1989 it made 42 kopecks.

Increased wages capacity has unfavourably affected growth
corrclation between betwesn the monthly earning and labour pro-
ductivity in (ke co-operative sector. At the beginning of 1990
the rate of growch of the average mon::ly pay in the co-operatives
was 1.6 times as high as the rate of increase in the products
(jobs, services) per employee.

However, most agitatedly discussed are not the absolute si-
zes or rates Of increase of the co-operative wage fund - Tost in-
teresting is an average aonthly income of an employee, compared
with a .sizilar ztate employee. Thus, an average montaly income of
a co-operative employee (inmcluding tiiose wno are combining jobs)
nade: in vthe first guarier of 1989 - roubles, in the second juar-
ter - -¢53 roubles, in the third quarter - 553 roubles, in tne 4tn
juarter - <55 rbls. An average monthly pay in 1589 am~ounted to
4ov roubles (refer to lable 4).

The avecrase wonthly wages of the state-enterprise blue azi
witite~-colour voriers grew from 220 roubles {in 1988) to 240 -bls
(ia 1:E5) = s o0 7y the same pay-figure Ior the collective far-

Zers incrouLs: Trum 187 to 190 roubles by 6 ¢). Vitain saie d2ri-
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od, the wages of the co-operative employees (including those wno
are combining the jobs) grew from 318 to 4569 roubles (Ly 37 %).

Having compared the two formally reported indeces 9f the
average wages in the two sectors (correspondingly, 240 and <o
roubles a month), we'll see a two-times difference. Sowever, in re-
ality, this difference is greater, as long as one takes into con-
sideration a high specific weight of the combined-job employees
in the co-operative sector, who work only part of the week (in
1989 such employees made 41 % of the engaged in the co-operative
sector). Incomes of these job-combining employees should get com~
pared with those of their like in the state economic sector, where
make in this way as much as 62 roubles; hence, it's 8 times as
profitable to combine jobs in the co-operative sector than at the
state enterprises.

In certain individual branches of 2conomy a correlation of
average monitzly incomes between the blue and white-collar workers
(the state cnterprises versus the co-operative ones) is as follows:
in the data/cozputation services -216 versus 674 roubles (at o4 &

Job-comdiners in cthe co-operatives); in planning-and-prospecting
organizatisns - 300 versus 595 rbls (at 70 % job-combiners in the
cI-ogeratives): in the health care institutions - 162 versus 297

rbls (at 65 5 job-coxzbiners in the co-operatives); in trade - 133

[ ad
(4]

versus 302 rbls; in the coastruction work - 309 vs. 759 rbls (re-

a

y

-
L

ey to Table
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Table 4 Dynamics of Major Indeces in the Co-operative Enterprising.
Ref. 1989
No 1988
° 1 II III IY On the
quarter quarter quarter quarter whole
1. Wage Fund in the period accounted ,
for (mln rbls) 2160.6 1670.6 5318.% 5778.4 8075.2 15842.%
2. Wage Fund rates of growth (%) 29.5 28.6 74.1 Veq 68.0
3. Avezggeinufbginoftgmployges per
month: inclu ose who com- . -
bine jobs (thsngs of people) 567.1 1673.7 444, 6 3484,1 4ny2.,G 3011.2
4. Rates of growth of the average ] .
number of ewployees per month (%) 53.% 46.1 42.5 27.5 451
5. Employee's aversge monthly pay:
including those who combine jobs o e
6. Volumes of the realized objecti-
ges: protgucta (ggba, servigeg)
ur e peri accounte or
(mlinibla) P 6060 .56 4337.2 8H56 .6 15117.5 14397.9 41403%39,.1
7. Rates of growth of volumes of the e - .
realized objectives (%) 25.3 98.7 733 29 57.0
8. Wage Fund share within the rea- . .
9. A share of job-combiners in the 47.1 46.7 4343 38,5 35.7 40,7

average number of employees a month

_oc_



The average monthly bay of the employees (including those who combine Jjobs)

Table 5 with respect to the co-operative type
. { Average mon<thly pa§ (inclu=~ 1A share of (A Wage Fund
R fi : | ding job-combiners) (rbla) ldob-cgmbtg |shariyin the
el - ! T T T T ners in the jyearly rea-
Noj Co-operative Type ' Iu ! iI !Iri 1 IE W¥E§ ;average mon~-i lized vo-
! . au. !q v ey At 1year { thly emp.(%)i lumes
1! 2 13 1 4 V5 16 ! 7 8 ! 9
! ' i ' ] | ! :
I. Totally: 333 453 ool 6 469 40,7 - 41,8
2. - within this scope -
Production of consumer goods 332 424 304 417 398 34,2 37,4
3.  Public catering <57 182 176 241 184 26,0 24,9
4. Trade 335 348 306 3H¢ 362 36,8 17,0 ;
S. Purchase-and-sales - 323 284 283 2¢3 20,8 12,3 T
6. Consumer services for the citizens 261 318 265 176 252 41,3 47,6
7. P t- in f Y - '
tepials L oooeiis Of raW ma 432 473 567 406 472 39,2 43,5
8. Constructi on-work 461 687 9%v 672  75¢ 31,3 51,3
9. Planning-and-prospecting 465 833 808 447 641 48,3 4,0
IOQ . . '
Project-and-design work; implementation 359 498 624 474 506 67,4 02,4
II. Scientific research 390 728 486 672 595 70,2 43,4
I2. Software desi '
s-eni 754 593 784 6I8 674 64,0 27,3

information services



The average monthly pay of the employees (including those

Table 5 with respect to the co-operative type
- T s = e + o—— —-T-.--.-....r,. ‘- —r-—-.- .-r .—...—-r--
1; 2 i 3 [ 4 {5 | 6 |

I13. Agricultural 153 186 324 269
14. Meanufacturing the products of in-

dustrial-and-technological use 345 5I0 680 503
I5. Municipal transportation services - 172 277 157
16. Medical care 286, 325 334 250
I7. Attending the aged, invalid and de-

seased people, as well as children 216 248 139 176
I8. Sporting-and-health 254 233 327 297
iS. Artistic-and-decoration design 412 486 408 408
20. Organization of leisure time 196 286 209 108

(continuation)
who ~ombine jobs)

7 | 8 | 9
254 41,3 29,4
548 28.0 24,2
195 55,5 39,7
297 65,0 60.4
189 49,3 39,1
288 51,8 44,2
408 58,8 62.1
180 58,1 80,8




-33_

What are the sources of the co—operatives! high incomes? Par-

tially, it's due to high labour efficiency; another reason - the
organization of the distributive processes.

In some of the co-operatives (like scientific-and-tecinical
or medical care) there has been used a more qualified labour (than
in the similar state enterprises), which has to be paid for accor-
dingly. Some co-operatives (espesially those of them that have been
transformed from the state industrial and construction-work enter-
prises and organizations) practise a prolonged work day and week.
Quite often, a shift here lasts 10 hours, and they work on Satur-
days. All this mzkes an objective prerequisite for a justifiable
growth of the co-operators' incomes. It should be also pointed out
nere that the co-operators' higner incomes are a partial compen-
sation for the lesser social security of their activities.

Howéver, a considerable rise of incomes in the co-operative
sector can not be accounted for, even = zen one considers a total
effect of all the mentioned facbors.

A major guide line, it seems, there should be tzat of :ia-
tour oroductivity. dowever, its rates of growth are noticeadly
oehind. those of the wages. And that means: the co-operators' in-
comes are growing much faster than their labour efficiency. rhis
has become ©9ossible dues to some other factors - which ones namely?

Those co-operatives thnat are operating in the mode of market
free orices can redistribute, to their own advantage, part of the
income gained in otner branches of economy. Forcing a price up-
wards in resronse for demand is nothing but .iolation of the mar-
ket eguivaleni =2xcnange, as well as redistribution of the buyer's
zajor part of income (the income determined by the amuount of the

produced iarict cost) for the benefit »f the seller. That's the
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mecharism of the Law of Value. Drifting aside from price manipu-
lations, let us have a look at the co-operatives that operate on
the similar price basis, as the state enterprises; here there is
another channel of increasing the wages: directing the main part
of the profits into the Wage Fund. As is known, state enterprises
are lacking this chance, while co-operatives, till the recent ti-
me, have had, practically, a free say here.

According to the Co-operation Law, a share of the Wage Fund
in an enterprise's profit-scale is to be defined exclusively by
the members' vote. By way of simply shifting a slat, that marks

the share of the Wage Fund in the profit ammount, the co~operatives

can regulate their individual earnings. I think.'this opportunity

is decisive in differentiating between the wages in co—operatives

and similar state enterprises. So, a w23e share in the realized

volumes éakes: 13 % on average - in the state industries, while ir
indastrial co-operatives - 3.2 % (wiilin this figure: in tae
iignt industry - 8 », while in tne consumer-goods production co-
-speratives - 37.4 %; in state construction~-work enterprises -
around 33.5 %, wnile in the construction co-operatives - 31.5 %3

in 3tave L

H

ade ecterprises - 3.0 ¢, while in the trade co-oOpera-
tives - 11 ;:;; in the state public-catering eaterprises - 16.2 %,
wiile in the like co-operatives - 24.9 %). On the wnole, in the
co-operativz sector of economy a share of the ¥age Fund in the
realized vsluzes asde in-1989 as much as 42 % (vs. 36 5% °f 1588).
The wage z2pacity of the co-operative products is 2-5 tiues as
nuch as that of the similar state products, and it has a tendency
for growirz. (Just for the comparison saxe: the wage capacity in-
dex auxes only 17 5 in the naterial-oroiuction branches of the

state eccnoiiic sector.)
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If one switches from the co-operative earnings and looks at
how they command their profits, he will see: the major part of the
profit is allocated for the wage fund: 69 % on the average. Some
types of the co-cperatives enjoy even higher figures: 78 % - in
the medical care co-operatives, 76 % - in the communications; 74 % -

in the construction work (refer to Table 6).

Table 6

The Profit Distribution Structure in Moscow Co-operatives in 1989

(A total of 11821 co-operatives)
(%)

Total profit gained 100
Within it:

4 sum ammount, allotted to the enterprises on a cont-

ractual basis (equal to a turnover tax) 0.4
Deductions for philanthropic activities 0.5
Income tax 7.0
Wage Fund 09.0
Activity expansion fund . 11.0
Insurance fund 2.3
Repayment of bank credits 1.7
Undistrivuted profit balance 7.5

All kinds of deductions off the co-operative profits made
79 %3 92.1 = of the gained income was left at their discretion.
Tce main debit itex - conéribution into the wage fund: 59 %.
11.5 % of the profit went for the development of productiom, which

was 2 times less the figure of the country's economy proportion,
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on the whole.

Why, may the state enterprises just do it the same way - by,
simply, shifting their Wage Fund slat (in the profit of a self-ac-
countable economy enterprise) 20-30 points higher to double the
wages of their employees? It is evident that, should all theventer-
prises in the economy (but not 8 % of them, like it is now) act in
this way, the country's economic system would suffer a deadly blowx.
Today some of the social layers have to have their incomes fixed
and carry the main burden of inflation, while the others freely,
with no much effort, can increase the specific weight of their -
assets, assigned for the personal consumption.

The right of the co-operatives to freely raise a share of the-
ir - Wage Fund,within their profits, up to any level is regarded by
most of the workers (who are void of such opportunities objective-
ly) as a'privilege.

What is that: recovery of justice, or a new privilege?

Is it always correct to assume that a bigger Wape-Fund share
in co-operatives' incomes is exeggerated? Perhaps, this share is
meeting an objectively condi tioned standard, that has been under-
stated in the state sector of economy? '

In a number of cases, it will be right to put it this way.
Some co~operatives (scientific-and-technical, medical care - the
ones who are rendering the socio-cultural services) pay their
hign=-qualification employées the wages that are close to the ir-
ternational svandards for the occasions, whereas, in the state
economiz sector the lapbour services of the employees of this ca-~
tegory are, ndo doubt, undervaluated.

However, recognition of the situation has not abated the le-

vel of social teasion.
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The present-day co—operative policy is, in fact, creating
within the boundaries of integral economy two, fundamentally dif-
ferent, systems of income distribution - a restrictive and a free
ones. Powerful restrictive pulses are being sent into one of the
economic parts (a state sector) in shape of the obligatory tariffs,
rates of salaries, l=bour limits, standard correlation requirements
etc. At the same time, the other (co-operative) part of economy
has been entrusted with full freedom both in settiﬁs up the ammo-
unt of Wage Funds and individual pays (at least, such a freedom
has been enjoyed until a certain moment). A logical result of such
nonunidirectional co-ordination has become a substantial differen-
tiation of incomes among those engaged in the different sectors h
of economy - for one thing, and an ever increasing drive (in some
of the employees) to come over from the state economic sector in=-
to the co-operative one.

When coming across a slogan about she "useful connotatioms
of unequality", one zould not but plunge into a thought of "what
is it all about?" In case there is meant unequality, directed to
eradicate egalitarianism, to better pay for the most efficient and
qualified labour - then this unequality will really agitate so-
cial activity. Should this advocated-for uequality reflect the
artificially set up conditions of economy management far the dif-
ferent-type enterprises, then I will serve as a source of'social
tension. In the viewed occdsion, it is a matter of the second va-

riant.

What are the ways of bringing the different conditions of

economic managezent «~loser? No doubt, the principle trend nere is

to improve <rh2 zzaxation policy. In "The USSR Law on Co-operation"

there nas veen Zecisively rejected an icea of the directive-norxa-
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tive standardization of shares of various funds (like the Yage
Fund, furd for the expansion of production, insurance fund etc.)
in the incomes of co-operative enterprising; these are the mem-
bers' sessions thal are entitled to determine these shares on their
own accord. Besides, according to this law, an indirect role of
correlating the allocations for the development or wage funds, sho-
uld play a rechanism of -progressive taxation of the individual
incomes of the co-operative employees. The idea of this taxation
policy, as originally meant by the law, is not to void the co-ope-
rators of as much of their assets as possible - it is conceived -
to prevent redistribation of these assets in one single direction
(the wage fund), to the detriment of the task of accumulating the
resources for the production sake.

The fact is, though, that this taxation approach (incapable,
I think, ‘of ensuring what it has been worked out for, in princi-
ple - though, this assumption needs further verification) has not
been effected yet - in a. two-year term since the adoption of the
law. In the iong run, the matter of the distribution of co-opera-~
tive incomes nas entirely got out of any governmental control, .he
negative aspects of wnich effect has been pointed out here above.

Now, coming to the taxation system on the co=operative in-
come distribution, that is being introduced now. The members of
the co=01 .utive will independently distribute the earned resour-
ces accoruing to the items of expenses - however, should the go-
verament consider itT necessary to reduce any expenditures, they
will be appropriacely taxed (for instance, every single rouble al-
lotted to the wage fund in cxcess to the specified limit, will co=-
xe togetaer witn certain deductions off the income into tne state

budget). Tce governzent will also have cthe right of welcoming cer-
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tain expenses (say, contributed to the development of sciences,
or investments into the production sphere etc.); should any of
the expenses be:claimed insufficient, then a specific "pemal tax"
will be due.

Since the fourth quarter of 1989 there has a tax been intro-
duced on the resources allotted for the wage pays by the produc-.
tion and service co-operatives. This stabilizing tax is taking
into account the specific character of the rapid formation of Co-
-~-operation. The tax provides for the correction of the figure of
the employment growth: the wage fund of some running period asso-
ciates with some calculated value (obtained by multiplication of
the average monthly pay within the reference period by the number
of actually employed in the accounted-for period), rather than heas
to do with the actually calculated (for pay) wage-fund money for
a certaid quarter of the gone year. In the end, this law's limi-
ting tne growth of the average income of a single co-operative
exployee.

However, it is important to bear in mind that any average-~
-pay controlling program will be forcing an enterprise to increase
the number of its low-wage exmployees (to have the chance to bring
higher the wages of the hignly-paid personnel and the management).
I believe, that, in the environmet of the co-operative enterprising,
sucn measures will bring about the increase in numbers of those,
who work on the labour-agtreement basis (for ome thing), as well
as differentiate tnhe incomes between the co-operative members and
nired employees. In order to eliminate such outcomes of these tax
sanctions, tais taxation policy should, pernaps, come togetier

witn stricter rszulations on the hired iabour, and iatroducction

of The formerly :‘ndicated progressive tax on the private incoxes.
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Introducing a tax on the increased resources for wage pays
has, somehow, stabilized the growth of the average wase and Wage
Fund in the co-operative sector, on the whole (the change of dy-
namics of these indeces in the 4th quarter of 1989 has been that
much indicative). However, an introduction of these tax sanctioms
can not be regarded as a complex solution of the issue, as long
as the co-operatives with the different initial WVage Funds have
turned to find themselves in no-matrth condi tions. Furthermore, un-
favourably look just the ones, who has been accumulating their
production resources, without swelling their wage funds. Quite on
the contrary, the co-operatives that have been spending away their
incomes "through the nose"_have found themselves in the privileged
conditions, as far as they have had the chances to "put on ini-
tial weight'" for the basis, from which caeir present wage fund
can comfoitably set out. It is unlikely that the arisen situation
will encourage to believe in happy start those co-operatives, who
previously were spending a lot on their production resources, and
b0 now nave found themseives in a less zdvantzgeous situation.

It would seem reasonavle to level the economy conditions for
the co=-operavives with initially different wage funds and perscnal
incomes by a taxation policy, which would keep up the reguired
level of the production accumulation. What is meant here is to
levy taxes, reduce a sbhare cf the development fund (compared witn
the standard value) - in other words, to introduce a tax on "the
producvion underaccurulation” (this experience has already been
gained jn Latvia). In case this proposicion comes true, then the
co-operatives, no,on behalf the previously spent away inccmes,
have managed zow to form up an exeggeratediy nigh reference le-

vel for toe cevelopment Of their wage Iunds, will lose the grounis
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for the unjustified privileges.

The proposed tax could serve two objectives: force Ifor pro-
duction accumulation and tie up the finances, preventing their
coming onto the consumer goods market. The either measure would
be of the short-time anti-crisis nature.

. The offered routine for the control of the co-operative in-
come-distribution by tax;tion is systematically verfect: there is
control of increases in the individual parts of incomes (an addi-
tional increase in the wage fund), instigation and support of the

economicly reasonable income stucture (correlation of parts like .

wage and production accumulation funds).

Co-operation and Consumer Goods Market.

Perh;ps, one of major questions oI the development of the
co-operative initiative is how to turn it face-to-face to & pub-
lic customer? Pity enough, in violation to the original concept,
today co-oreratives are mostly keen orn servicing the state enter-
prises and organizations. Here is some data to this effect.

The volumre of the co-operative products during 1959 grew o.7
times fold, wnile the products sold to the residential popula-~
tion increased only 2.6 times. Irn result, the share of the last
ones in the total volume of the realized co-operative objectives
for the period declined about 2.5 times: down from 39 to 15 %.
The consumer-goods produc;ion co-operatives, taxen alone, will
show in their turnover structure for the goods, sold to the re-
sidential population, a decrease from 39 to 23 %. A similar si-
tuation is wi<h the Consuﬁér Services co-operatives (4% % vs.

35 %). Out of «C.3 mllrd rbls of the co-operative products rea-

lized in 1332 - only the volune of as =uch as 6.2 allrd rbls saw




- 42 -

the residential customers. A single country's citizen saw an ave-
rage of 140 roubles of the co-operative commodities and services,
whitin which scope 20 roubles made the comsumer-orientated sphere,
that makes only 1;5»% of the total volume of turnover and paid-
-for services. Here, having sent for the retail turnover and paid
services 6.2 mllrd rbls of the products, the co-operatives bought
in shops the products about 3.8 mllrd rbls worth in cash. That
means: in the value-presentation form an increase in the consumer
goods and services makes as much as 2.4 mllrd roubles, while in
the naturalized presentation there can be no growth at all (the
co-operatives have been realizing the products at high contractual
prices, buying the necessary commodities at much lower centrallf
set prices: the USSR State Committee for Statistics reports that
the co-operatives sell their products at prices about 1.7 times
as much as the state retail prices).

Moreover, as was pointed out here many times before, it will be
not carrect to teke the statistically accounted-for targets on the
volumes of goods sold by the co-operatives to the citizens, as the
complimentary products to thnose formerly produced by the state en-
terprises: the co—-operative sector is predominently growing as tane
result of turning transformation into co-operatives of the opera-
ting state enterprises and their divisions.

At the same time, the co-operators are increasing demand for
the consumer zoods and ser@ices, as long as their average montinly
pay (if I may recall it here) is twice as much that of the workers
and clerks of the state enterprises. The additionally presented

by the co-operative employees monetary Jemend for the cozsumer go0ds

and services is exceeding their contribuzion into the retail turn-
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over (refer to Table 7) - which means that Co-operation is adding

"the void money" into circulation,as well.

Table 7

Correlation of the wage fund and corresponding goods supply
in the co-operative sector of economy

The volume of realized 6060.6 12863%.8 27475.3% 40329,1
(so0ld) commodities and
services (mln rbls)

- within this volume to )
the citizens (fln rbl) 2368.8 2836.7 3347.3 6184.0

The share of the pro-
ducts sold to the ci-
tizens - in the total
volume of realized co-
-operative objectives
@S 39.1 22.1 12.2 15.3

Wage fund 2160.6 4988.9 11853.6 16842.5

There have been realized

(sold) the consumer

goods and services by

the co-operatives to the

citizens of the country:

per 1 rouble of their

income (rbl) 1.1 0.57 0.28 0.37

Thése are the main reasons to predominent servicing of enter-
prises and organizations by the co-operatives. First, there are
difficulties existing with material-and-technical supplies. By
"blending with" tne interests of state enterprises, co-operatives
get from them the required raw and technological materials (up to
80 %). Second, the state enterprises, being in possession of large
volumes of non~cash resources, present for the co—~operatives a
generous financial party, who does not count any change-coin (as
contrasted to tae citizens). No strange, that those co-operatives,

~ho mznufacture the industrial-orientated products, are much more
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profitable than the consumer-goods orientated co-operatives.

All these processes turn the co-operatives into another so-
urce of cash-money emission. In 1989 the co-operatives ecarred as
much as 40.3 mllrd rbls. Thisg figure builds up of different kind
of money: there are 6.2 "live™ mllrd rbls that came from the chan-
nels of cash circulation; there are also 34.1 non-cash (clearing)
milliard roubles. During this period of time the co-operatives
took off their banking accounts 20.6 mllrd rbls in cash. One may
notice quite a gap here. If only to assume that all the cash money
earned by the co-operatives has been deposited in banks (and no- -
thing is left at the co-operative counters) - then even in this
case an extra emission in the circulation channels will be no less

than 4.4 mllrd rbls (that is, 1 milliard roubles a month!). In

1988 this index was 10 times less. 2.4 211rd rbls made the receipts

out of cash circulated; 3.7 mllrd rbls were taken off in cash
from the banking accounts. (Refer to Table 8.)

Tatle 8

Corrzlation between the cash taxen by the co-operatives off
vheir banking accounts and their cash receipts.

1988 1st half 2nd half 1989

1. Zarned reczipts (sales for
the residential population)
{zln rbls) . 2%68.8 28%26.7 3347.3 6184.0

2. Cash money traasferred to
banxing accounts of co-
operatives (zin rbls) 754.8 750.1 880.9 1161.0

3, Cash, tzken off tce banking
accounts of co-operatives
(2ln rbls) 3068.4 7899.3 12721.8 2C521.1

4. The difference in excess be~
tTie2n the casa takxen off the
banging accounts and receipts
{ala rols) 1299.6 5002.5 93724,5 14437.,1
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Of late, there've been more and more frequented attvexpts -

in view of the growing inflation in the country - to lay the res-

ponsibility for the processes on the co-operative sector of the

national economy. Sure, there are no reasons to believe in that.

The inflation has been mainly caunsed by the state economic sector

with its much more vaster horizons of monetary emission. rowever,

Co-operation is not opposing these tendencies; it is an inflation

factor of its own.

It is important to draw a line between the present-céay occur-
rences in the economy and the said co-operative tendency to expand
at the expense of transformation of the funct?pnal state enterpri-
ses and their divisions. It is not surprising, in this connection,
when a co-operative economic structure is hard to be told from the
state one - with nearly all of its disoroportions.

Now; that the co-operative enterprising is not contributing
to stabilization of the consumer market, there could hardly be
expected any price drops on the co-operative products, sold to
the residential population of the country. It is worth pointing
out one specific feature here. Low demand on tae co-operative con-
sumer goods (priced too high) is generating a feedback: the pri-
ces stay high because of low demand and sales activity. Insuffi-
cient turnover is being compensated for by the co—operators witn
increase in prices; the products are not selling good, aand demand
remains unsatisfied. Over'70 % of consumers think they can not
afford themselves the co-operative goods and services, despite
toey are in rceed Zor most of them.

In tone end, a few words about the attitude of the population
towards tke co-operatives. Ine response is directly dependeat on

the level of wiajes and versonal incomes: according to tae data of
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the USSR State Committee for Statistics (Goskomstat) - there are
8 % to support the co-operative initiative among the peopile,
whose monthly pay is up to 80 roubles; these are 15 % of the Dpe-
ople who earn 130-220 roubles; and about 20 % of those earning

above 250 roubles.






