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REGIONAL DEVELOPMENT

BSSR Finance Minister On Budget, Republic
Economic Accountability

18200263a Minsk SELSKAYA GAZETA in Russian
26 Feb 89 p 3

[Interview with B. Shatilo, Minister of Finances for the
Belorussian SSR by Yu. Bekhterev of Belorussian News
Agency; date and place not specified]

[Text] The arguments surrounding the concept of
Belorussian cost accounting have still not abated, we are
still far from defining the final program for the new
economic mechanism and the work concerned with its
creation has already been placed on a practical plane.
The financiers were the first to follow the unbeaten path
of independent management. This is understandable:
The road leading to economic reforms has always been a
difficult one. How under the conditions of self-financing
will the republic earn and spend its own money? Our
BELTA [Belorussian News Agency] turned to the BSSR
Ministry of Finance for an answer to this question.

[Bekhterev] Prior to meeting with you, Boleslav Iosifov-
ich, 1 read through some republic newspaper files for
roughly a period of one year. And suddenly one impor-
tant point was brought home in our information flow—
the budget and finances generally. For one reason or
another, the journalists concern themselves only with the
income of enterprises or the pockets of the cooperation
specialists.

[Shatilo] I admit that this inattention on the part of the
press is even offensive to us. Over the past three years,
you are the first press worker to set foot across the
threshold of this office.

[Bekhterev] In all probability there is only one reason for
this: None of are handling the intricacies of financial
policy very well. Thus, as a start, would you please
discuss for us in general terms the republic’s present
budget.

[Shatilo] For 1989, it was approved in the amount of
11.1 billion rubles. This amount consists of taxes paid by
the population—0.6 billion rubles—and 4.4 billion
rubles in turnover taxes. The payments of enterprises of
union and republic subordination amount to 2.3 billion,
with 3.8 billion rubles coming from other financing
sources, including receipts from the all-union budget.

In all probability, the readers will be interested most of
all in the question of whether or not the payments of
union enterprises have increased with the conversion
over to regional cost accounting. They have increased
but not considerably. The recommendation by the Baltic
republics to assign all of the taxes and withholdings from
the income of these enterprises to the republic budget
appears illogical to us, since the expenditures and, it
follows, the opportunities of the union government
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should not be made dependent upon the regions. The
union budget, similar to the republic budget, must have
its own stable sources for financing. The other norms for
withholdings for the union fund remain as before. We do
not intend to improve the well-being of people by
shifting our burden to the shoulders of others. Any
increases to the budget must be earned in a true fashion.
And the new economic mechanism is making this possi-
ble.

In continuing our lesson in financial literacy, permit me
to mention that up until recently the republic budget was
actually determined by the union ministries: they dic-
tated to us all of the principal expenditures. They could
authorize the financing of certain construction projects
or social programs, or they could reject them. It actually
developed that those who submitted the best requests
more often than not lived better.

Today the local budget volumes will be determined not
by the planned expenditures but rather by the amount of
earned resources. This innovation is of basic and excep-
tional importance! Each budget retains its own perma-
nent income sources: taxes, the profits of enterprises and
organizations and others. A plant’s operations
improve—an increase is noted in its withholdings, a
savings is realized in maintenance of the administrative
staff, fewer sick persons are admitted to the hospital—
again there is an increase in the budget. True, the work
would be calm and there would be no special alarm or
financial risk if for some there was an end to it. Each
soviet of people’s deputies would bear complete respon-
sibilty for the decisions handed down. And if a particular
plan turned out to be a financial adventure, nobody
would have to seek reimbursement for losses, since all
would be required to pay their share.

[Bekhterev] The local authorities in Bobruysk or, let us
say, Borisov—cities with developed industries—
certainly are in agreement with this system for forming
budgets: there is someone at hand from whom they can
receive rich contributions. But what would the situation
be for small villages where there are no plants or facto-
ries?

[Shatilo] We puzzled over this problem for some time.
And we finally found a solution. A differentiated norm
for withholdings from the income of enterprises and
organizations will ensure different managerial condi-
tions for the soviets of all ranks. One soviet will be
authorized to retain 90 percent of the payments for itself,
while another requires only 10-15 percent for all of its
needs. Thus, nobody is offended. If there is a shortage of
funds from industrial enterprises, use can be made of
other receipts. In Minsk Oblast, by way of an experi-
ment, withholdings were established from farm sales of
meat and milk for the rayon budgets. In this manner, we
stimulated an increase in the production of goods and
provided assistance to the rural areas in the form of
finances.
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I will not enumerate all of the types of assistance for
deficit budgets, but allow me to mention only that
compared to 1988 when 60 rayon budgets were receiving
92 million rubles worth of subsidies, this year help in the
amount of 6.7 million rubles has been requested from us
by only five local soviets. Thus the starting positions for
work under the conditions of regional cost accounting
will be roughly the same for all.

[Bekhterev] Boleslav losifovich, we are still encountering
problems with our budgets. During the last session of the
Supreme Soviet of the Belorussian SSR, you yourself
stated that we lack more than one half billion rubles of
the amount required for financing all of the measures
called for in the plan. Given such a shortage of funds
(amounting to 5 percent of the budget), is this not too
risky a venture—launching cost accounting on an inde-
pendent voyage through a stormy sea?

[Shatilo] Certainly, any imbalance in a budget makes the
establishment of an economic mechanism that much
more difficult. But these financial difficulties must not
be exaggerated. Let us recall: during the conversion of
branches and enterprises over to complete cost account-
ing, not everyone had a full wallet initially. Some direc-
tors immediately went to a bank to obtain credit and at
the present time they have already settled their accounts
in full. Quite possibly, we may have to request a loan
from Moscow. This is a completely normal phenomenon
for a dynamically developing economy.

The republic has large internal financial reserves. Let us
take the output-capital ratio. Compared to 1986, a
reduction in this ratio in the branches of material pro-
duction in 1987 resulted in a decrease in national income
of more than 200 million rubles. Last year, the collec-
tives of 51 enterprises were unable to make ends meet
and operated at a loss. As a result of their “efforts,” the
republic budget was deprived of 13.5 milllion rubles.
And there is the above-normative supplies, uninstalled
equipment and unproductive losses—the count runs into
many hundreds of millions of rubles. This is live money
that is lying directly at our feet. We must learn to manage
manage everything as we have sufficient resources and
funds.

[Bekhterev] Good, a soviet earns its money and forms its
budget. But it can handle these matters only by glancing
back at the leadership: the expenses are still being
approved on high. Everything left over from last year has
been distributed by Minfin [Ministry of Finance] at its
discretion.

[Shatilo] Last year we had only just begun discussing the
self-financing of a territory and all of the instructions
remained as before. But much has changed today. Plan-
ning now is being carried out not from top to bottom, but
rather from below to the top. The summary financial
plans of the republic and individual regions will be
achieved on the basis of recommendations by the local
soviets. A decision is also being prepared aimed at
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halting the removal of budgetary funds that have been
left over. These funds cannot be handled by anyone
without the knowledge of the soviet itself. At the same
time, a fine opportunity is being created for accumulat-
ing resources for the carrying out of large-scale economic
and social programs.

Generally speaking, the new economic mechanism is
making money more free and active. What do I have in
mind? Whereas earlier the budget could be used for
purposes defined as a rule in decisions handed down by
higher organs, today any soviet can spend accumulated
funds at its own discretion—it is only necessary for the
people involved to be in agreement. For example, a loan
can be taken out or one’s own funds can be transferred in
the form of a loan, or cooperation in the use of money
can be established among several soviets or enterprises.
In the absence of an intelligent financial policy or
commerical initiative, no type of cost accounting will
offer advantages. It is easy to become convinced of this
at the present time. We have already been discussing
regional self-financing for almost a year and many gov-
ernmental documents have been adopted which provide
broad opportunities for initiative. But how can these
opportunities be used? Not one soviet has as yet orga-
nized the issuing of shares of stock and just what is
cooperation in the use of budgets—we are familiar with
this only on the basis of hearsay.

[Bekhterev] Let us return once again to the norms. It is
my opinion that they contain the most ambiguities. Does
it not seem to you Voleslav Iosifovich that the various
normatives for withholdings for the union funds for
republics make it possible for some regions to take
advantage of the fruits of the labor of others? This idea
could scarcely have taken root in Minsk.

[Shatilo] I understand your question. I cannot say exactly
who was the first to express this idea—the Minsk or
Moscow economists. But I know exactly who supports it
in both Minsk and Moscow. Today there are no alterna-
tives for such a decision. To proceed in another direction
is tantamount to making the rights of the Soviet people
to free education, public health and other blessings, as
guaranteed by the USSR Constitution, dependent upon
the availability of funds among the local soviets. This is
illegal and unfair. The state is obligated to ensure a
definite level of social blessings for each inhabitant and
the mechanism of regional cost accounting must mani-
fest itself here with regard to exceeding this level: who
works better, lives better.

If we are discussing the interests of our republic, then the
governmental committee which is concerned with the
problems of regional cost accounting at all levels is
defending them in a very active manner. In particular,
we consider as unsound the proposal to introduce man-
datory withholdings of a portion of the income of
enterprises of republic and local subordination for the
union budget. This will lead to a considerable reduction
in the income base for rayon and municipal budgets,
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especially those which lack enterprises of union subordi-
nation. There are still many complications and contra-
dictions in the financial mechanism for regional cost
accounting. But it is certainly impossible to solve all
problems at a table based upon even the very best theory.
We must begin to work on a new basis and life itself will
prompt us as to the true path to be followed for moving
forward.

Economist Suggests Alternative To Separate
Currency

18200263b Tallinn SOVETSKAYA ESTONIYA in
Russian 21 Feb 89 p 2

[Article by L. Lebedinskiy, Doctor of Economic Sciences,
Leningrad: “True Currency Or False Money?”’]

[Text] Discussion materials dedicated to the problems
concerned with protecting the intra-republic market, the
convertibility of the ruble, the possibility of producing
our own currency and others have been published on the
pages of SOVETSKAYA ESTONIYA on more than one
occasion. We published two articles on this subject on 18
January of this year, with the authors of one of the
articles speaking out in favor of our “own” money and
the others—against republic currency. As an alternative,
the latter proposed a convertible monetary unit.

Let us continue the discussion on this subject.

Our vital Soviet rubles have somehow become thin and
emaciated and in terms of their purchasing power resem-
ble certain dystrophics. This is seriously hindering the
national economic development of the country and the
union republics based upon cost accounting interrela-
tionships. And for the purpose of regional and intra-
plant cost accounting, there is a persistent need for
unified, generally acceptable and certainly non-fraudu-
lent banknotes.

The story is told that at one time the slogan “Greet the
customer with a full-weight measure” was displayed in
an Odessa store by a prankster. A Soviet customer (also
a producer), with the aid of financial reforms, must be
met with a full-value ruble. To select the previous
“form” or, if you wish, weight for a ruble, cannot be
accomplished in the twinkling of an eye. The weight,
suddenly suspended to the state’s unsteady financial
magnet, can generally be brought to a halt. A monetary
crisis can ensue. One should never overlook this fact.

On 18 January of this year, in the newspaper
SOVETSKAYA ESTONIYA, simultaneously with an
article entitled “Our Own Money: Is There An Alterna-
tive?” the response to it was published by doctors of
economic sciences P. Medvedev and I. Nit under the title
“Yes, there is! It Is the Convertible Ruble.” It can be
stated directly that scientists attached to MGU [Moscow
State University imeni M.V. Lomonosov] undertook a
most difficult task—they attempted to create a concept
of a sanitizing of money in conformity with regional cost
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accounting. They are deserving of praise! It is only
rarely, very rarely, that ideas appear for improving the
financial mechanism, if of course we rule out slogan-like
appeals. Any recommendations in this area that are
unusually painful for society must be thoroughly thought
out and discussed. We would like to concern ourselves
with the latter.

The idea of convertible 10-ruble banknotes is extremely
attractive. The authors who developed this idea have not
tired of emphasizing the fact that the money recom-
mended by them is not new currency. It involves the
same money which we now have at our disposal. The
same, but not quite. Or perhaps it would be more correct
to say—not quite the same. The problem is not one of
printed paper. Rather it has to do with the extent to
which the money is secured. This fact is understood very
well by P. Medvedev and I. Nit. And still they write
about the “sameness” of the rubles.

Thus a chief consideration is the fact that the republic’s
national economy will be based upon two monetary
parallel existing sub-systems of a true system which we
will refer to as currency and which will be designated as
pseudo-money in the same issue of the newspaper with a
definite degree of fairness.

Something similar to this happened in history. A finan-
cial system based upon two and even several sub-systems
is well familiar to us, including from practical experi-
ence. We have for some time been using extremely
different types of non-cash and cash money, checks of
various types, paper money and so forth. To be more
exact—they coexist. Their conversion over from one
quality to another is extremely complicated and contra-
dictory. And a point which is of importance: the obsta-
cles will by no means disappear with the passage of time,
as one might expect. They are surprisingly stable.

A convertible 10-ruble note can be obtained. Difficulties
are seen with respect to its growth. Will not the increase
be extremely slow? The status of a rope-walker, in which
the republic will then find itself—will it not stretch out
for many years? Moreover, the slightest false move-
ment—and by no means will it always be possible to
prevent it—will it not turn into a financial catastrophe?
In any case, it will bring about extremely undesirable
consequences. Let us at least recall that it was accompa-
nied by the closing of our special non-ruble trade stores,
that is, by an extremely small change in the sale of goods
for certain types of banknotes. We still lack confidence in
the fact that “good” rubles are displacing the “bad”
rubles.

It is also clear from the publication under review just
how the convertible ruble will be “used” throughout the
country: will it manifest itself in financial relationships
with enterprises located in other regions? Will the
Ukraine, Moldavia and the Chuvash ASSR also produce
their own 10-ruble notes? Will they all be backed up by
the same degree of security? Finally, how will all of these
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10-ruble notes be affected by the overall inflation engen-
dered by the non-convertible rubles? Or will it not be
reflected and simply disappear? Or, generally speaking,
will it fully ensure the non-convertible rubles? Can this
be tolerated? On the whole, there are many questions
awaiting answers!

It is our opinion that more careful thought should be
given to the details of the proposed concept. Thus it is
believed that on paper alone, by a flourish of a pen, it is
possible to convert “all of the republic’s enterprises
engaged in the production of consumer goods” over to
the second cost accounting model. Should we again
return to the administrative-command method of con-
trol? Indeed, the enterprises would be free to make their
own selection. Would this not be so? Perhaps not every-
one is in such a hurry.

And the limitation placed upon enterprises by those who
are engaged in the production of consumer goods
appears somewhat strange. What are we to understand
from this? Each plant without exception and each factory
is now producing goods for the nation. Thus, does the
condition apply to all Estonian industry? Let us convert
it over to the second model. It is similar to an army
order.

The recommendation for a “sharp and one-time reduc-
tion in the volume of state orders for union ministry
enterprises located in Estonia” appears to be rather
unsound. Is such an action really possible for one repub-
lic? It will indeed lead to an imbalance in extremely
important union production, one which cannot be toler-
ated under any circumstances. The actual condition
indicated is equivalent to withdrawing enterprises from
union subordination. It must be written this way and not
concealed.

The problem should be solved based upon our deep
conviction and not by ourselves alone, nor for the sake of
Estonia alone but rather keeping in mind the state as a
whole. The union ministries and the ministries generally
are a clear anachronism, as they create monopolies and
super-monopolies, they hinder the cost accounting
development of production and they are delaying pere-
stroyka. The time is at hand for rejecting the adminis-
trative-command hierarchy and converting over to an
information-advisory system of administration that is
based completely upon cost accounting relationships and
interactions. Such an interpretation could be supported
and adopted at a condition for the proposed monetary
concept.

The statements by the authors of publications concern-
ing the fact that convertible money is eliminating the
problem of “profitable and unprofitable operations” are
arousing serious objections. If you please, the primary
reason for the profitability or non-profitability of a
product, part, work or technological operation is first of
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all imperfect setting of norms. For it is here that we find
the root of the evil. And a cheap ruble is a factor which
tends to level off operations. It requires more discussion
but in another context.

Even more vague is the manner in which the authors
intend to raise the reliability of equipment by means of
a full value ruble. As is generally known, the reliability of
a machine took, press or machine is a computed value
which is dependent upon hundreds of factors. But con-
vertible money is not included among them. Another
consideration is the fact that a 10-ruble note (more
healthy than dystrophic) can and must stimulate a better
and more efficient use of equipment. And on this basis it
must lengthen its service life. But this is by no means the
reliability which is under discussion. It is correct to say
that the stronger and more stable the 10-ruble note, the
greater will be the material interest in retaining the
available means of labor.

In conclusion, permit me to ask the question as to what
the situation would be if the rubles discussed by P.
Medvedev and I. Nit (and indeed they are no different
than those in use today) were to be issued in another
color, or if an additional trading sign appeared on them?
These rubles, in terms of their usefulness, would be more
like the jubilee gold and platinum money which we
issued not too long ago. We are all aware that they exist.
But almost nobody has any of this money. And there are
many who have never even seen it. By avoiding the
designations for and the publicizing of the new money,
we at the same time avoid their introduction into the
national consciousness. The latter is generally fraught
with unforeseen consequences. “Secrecy,” as a rule,
encourages all possible rumors and hyperbole and pro-
duces adverse effects. Indeed, nobody will know if his
hands hold true currency or false money.

In resuming this discussion, I would like to state that P.
Medvedev and I. Nit performed a useful service. They
forced us to think. And this is always wonderful! Never-
theless, a need obviously exists for a thorough and
multiple-plan discussion of their concept. Further scien-
tific analysis is needed of the reccommendations made by
the Institute of Economics of the Academy of Sciences of
the Estonian SSR. New ideas are needed.

Economist on Prospects for GSSR Full Economic
Accountability

18200257 Thilisi ZARYA VOSTOKA in Russian
31Jan, 1-2 Feb 89 p 2

[Article by Yefim Shmerling, scientific associate, Scien-
tific Research Institute of Economics, Planning, and
Management of the National Economy, GSSR Gosplan
(NIIEPU): “Economic Independence or Self-Manage-
ment?”’]

[31 Jan 89, p 2]
Greater Economic Diversification Urged

[Text] The demands of the day confront republic econo-
mists with a number of entirely new tasks. First, it is
necessary to give a proper orientation to people who are
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not versed in economics, who are still less knowledgeable
about complex issues that are vexing even to specialists, to
help them to get their bearings in the flow of new
economic ideas appearing in the literature, including ideas
that are beamed at the broad readership, and to learn to
think in economic categories. Second, to organize feed-
back consisting in the fact that ideas expressed by non-
economists will be studied, conceptualized, and developed
by economic science.

Here it is extremely important not to relate to statements
of people in other professions, including those that are
remote from economics, like a condescending uncle
slapping the shoulder of a foolish child.

At the present time, the idea of regional economic
accountability is of the greatest interest. The elaboration
of this idea—first in theoretical and then in practical
terms—began in Estonia and was then taken up by other
Baltic republics.

This term is very frequently associated with the idea ofa
republic’s economic independence. It is very important
to understand the precise meaning of regional economic
accountability and its relationship to other terms: self-
reliance, self-management, self-financing, and self-sup-
port of a union republic.

Let us discuss the context in which the term “economic
independence” is applied to states (until recently this
term has not been applied to union republics) and the
kind of associations it evokes.

It should be noted economic independence is usually
understood as foilows: the state itself produces the larger
part of goods and services, of types of products that are
imported and can be easily produced by the ‘state.
Foreign trade and foreign relations in the area of finance,
science, and technology transfer play an auxiliary role in
economic development. The Soviet Union has striven
for just this kind of economic independence starting in
the twenties because of political reasons and hostile
encirclement. :

As we see, in this case the term “economic indepen-
dence” is equated with self-support and autarky, but
practically with self-isolation. We note that for small and
underdeveloped countries, the consequences of such
economic independence are lag in economic moderniza-
tion and the perpetuation of economic backwardness.
Examples: China in the sixties, Albania from the sixties
to the eighties, and Burma from the sixties to the
eighties. '

It is our deep conviction that such a path is absolutely
unsuitable for a union republic, especially for such a
small republic as Georgia which would find it difficult
and even impossible to produce most of the goods it
needs for its own consumption. Because of its limited
economic potential, it should specialize in several
branches whose potential for development is auspicious.
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Economic independence is occasionally understood to
mean not independence of the outside world in general
but the existence of a large number of trade partners, the
total defrayal of costs by own income, the availability of
large reserves convertible currency, and the absence of
heavy indebtedness. Economic independence in such a
case is manifested in the fact that on the one hand each
of the basic products comes from many sources, which
means independence of each individual partner, on the
one hand, and in the lack of need to borrow, to call upon
other countries for assistance. .

Economic independence in this sense obviously presup-
poses healthy economic development based not on the
development of foreign economic relations but rather
through active participation in the international division
of labor. The majority of countries—both developed and
developing—are presently striving for such economic
independence. An example of the striving for economic
independence in this sense is the decision of the Federal
Republic of Germany to buy no more than five percent
of its gas from any one country so as to protect itself
against- contingencies (political crises, etc.) that might
have a destabilizing impact on the economy.

Our republic can and should strive for economic inde-
pendence in the sense of expanding and diversifying its
economic relations. The radical reform that is in
progress throughout the nation creates the prerequisites
for the free development of foreign relations, including
foreign economic relations. At the same time, the repub-
lic can attain economic independence only through its
own efforts because independence presupposes the rejec-
tion of reliance on external sources of financing and
practically entirely excludes expenditures that are not
defrayed by own income.

The republic’s attainment of economic independence
will require long, persistent efforts, in the first stage, on
the part of scientific institution. It will be simply neces-
sary to develop a system of measures that will enable the
republic to make the transition to economic accountabil-

ity.

In our opinion, this system of measures should make
provision for the structural restructuring of the repub-
lic’s economy with the aim of making it products com-
petitive in terms of quality and production cost and of
securing sufficient republic budget revenues to realize
the social goals confronting the republic. The draft of the
Basic Directions of Economic and Social Development
of the Georgian SSR up to the Year 2005, which was
developed by the NIIEPU, does not take into account the
necessity of converting the republic to self-financing in
the future. In this connection, it will be important in the
near future to begin developing a system of measures
supporting the prerequisites for making the transition to
self-financing. It is also necessary to examine and com-
pare alternate variants.
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The program of preparing the republic to make the
transition to self-financing should be drafted by several
groups of specialists working independently of one
another. We should think about the organizational
mechanism behind the creation of such groups. Possibly,
economic scholars working at scientific research insti-
tutes and in educational institutions should be formed
into temporary scientific collectives for the purpose of
developing alternate conceptions of the development of
the Georgian economy. We should then organize broad
discussion of alternate variants with the participation of
all the republic’s economic scholars.

(1 Feb 89, p 2]

Self-Rule to Precede Self-Financing

[Text] The program of additional preparatory work
approved by the GSSR Council of Ministers in connec-
tion with the conversion of the GSSR to full economic
accountability and self-financing provides for the elabo-
ration of a number of scientific topics that may serve as
the basis for compiling the program for the conversion of
the republic to full economic accountability.

This relates first of all to the formulation of the GSSR’s
consolidated financial balance. Up until recently, it has
not been compiled for the ex post period. It is therefore
impossible to estimate precisely the resources that the
Georgian SSR has at its disposal (the reference is to the
earnings of enterprises situated in the Georgian SSR)
and to determine whether these resources are sufficient
for the satisfaction of social needs, for the modernization
of the production potential, and for making necessary
payments to the union budget.

The corresponding statistical accountability is available
only for the economy that is within the jurisdiction of the
republic council of ministers. The formulation of the
consolidated financial balance for the Georgian SSR will
make the transition to the next stage possible on the basis
of the forecast of the general volume of financial
resources based on the prospective development of the
republic’s economy and planned structural changes and
to formulate a specific, long-term program of transition
to self-financing. Economic strategy must be evaluated
from the standpoint of its financial consequences. We
must obtain a precise answer to the question: do the
indicated measures provide the republic with the finan-
cial resources required to make the transition to self-
financing and what period of time will be required to do
s0?

In the process it is necessary to proceed from the premise
that as a result of the reform of price formation as well as
the expansion of foreign economic relations that presup-
pose the convertibility of the ruble, USSR internal
market prices will approximate world prices.
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Without going into detail, I can note that according to
very rough estimates by GSSR Gosplan’s NIIEPU, prep-
arations for the transition to self-financing will take a
considerable time—at least 15 years. And even this with
the condition that despite the considerable inertia of
economic processes it will be possible to carry out
structural changes and economic modernization in the
most energetic way.

If the creation of prerequisites for self-financing takes
time—considerable time, the conversion of the republic
to self-management can and should take place in the very
near future. It does not require a high level of economic
development and is in keeping with the logic of the
economic reform that is in progress in the nation, which
will inevitably lead to the restriction of the role of union
ministries and to the corresponding expansion of the
rights of enterprises and regional organs of management.
It should be noted in particular that the increase in the
republic’s role in economic management should not be
as a result of the transfer of the functions of union
ministries in managing enterprises situated on its terri-
tory to the republic. The tasks of republic management
organs should consist primarily in creating optimal con-
ditions in the sense of the development of the infrastruc-
ture and in supplying skilled manpower. At the same
time, since the republic possesses considerable financial
resources, it will be able to develop the economy in the
required direction while creating conditions for the
accelerated modernization of the production potential
and stimulating the creation of enterprises in branches
that will be given priority.

The republic’s conversion to self-management will be
based on the conversion of enterprises (associations) to
full economic accountability and self-financing. The
practical implementation of decisions adopted regarding
this question will be followed by new steps in the area of
restricting the functions of ministries and expanding the
rights of enterprises.

In addition to this there will be changes in the forms used
in the compilation of republic and local budgets. Their
interrelations with the union budget will be simplified.
Unnecessary transfers of funds to the union budget that
are later returned to the republic through other channels
will be eliminated.

At the same time, in the given stage there can be no
discussion of no longer calling for funds from the union
budget. The discussion can only center on bringing order
to and simplifying interrelations between republic and
union budgets.

The sooner the republic is converted to self-manage-
ment, the sooner prerequisites for self-financing will be
created. The task of the next few years is to introduce
self-financing principles at the enterprise level: to reform
the budget system (including both republic and local
budgets), and to create a scientific reserve for subsequent
steps in the direction of full economic independence.
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Republic self-management presupposes the independent
determination of its role in both the all-union and
international division of labor, including the free devel-
opment of economic relations with capitalist countries.
One may ask: is this relevant for Georgia considering
that the level of development of its industry and agricul-
ture is clearly insufficient to allow it to produce products
that would be competitive in the world market?

The idea of creating a republic monetary fund and of
directly satisfying the needs of the population and the
national economy for imported goods and equipment is
very alluring. But the question arises: is the republic
capable of securing the receipt of convertible currency in
a volume that would make it possible to speak about the
desirability and possibility of making the transition to
cost recovery based on foreign currency?

The answer to this question follows from the geograph-
ical location of the Georgian SSR, its extremely rich
cultural potential, its natural conditions, and the partic-
ulars of its historical development. All this creates the
most favorable potential for the development of the
tourist industry with particular emphasis on tourists
from Western Europe.

In this regard, we should call attention to the fact that in
the foreseeable future, Georgia will become the only
Soviet republic, with the exception of Armenia, that
borders on the European community—the largest eco-
nomic grouping in the modern world. This will happen
after the projected entry of Turkey, our neighbor to the
south, into the Common Market, and this makes it
entirely natural for the republic to establish direct ties
with EEC firms and to create free economic zones
[SEZ’s] in a considerable part of Georgian territory.

A free economic zone or a free enterprise zone is an area
that has full economic independence and special legal
status, which has special customs and tax laws, and
which has its own organs of power and self-government.
The free economic zone will make it possible to secure
the most favorable opportunities for creating joint enter-
prises with Western firms.

[2 Feb 89, p 2]

Role of Free Economic Zones Considered

[Text] The work of all enterprises created within the
zone is based on the principles of complete economic
independence in the formulation of production pro-
grams, in the search for markets, etc. SEZ enterprises are
reliably protected against administrative dictates and
bureaucratic red tape.

The People’s Republic of China has a wealth of experi-
ence in establishing SEZ’s, having begun to do so 10
years ago. The results are very encouraging. Existing
SEZ’s have been successful in attracting large capital
investments, which have promoted rapid economic
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growth based on the use of the most progressive man-
agement techniques and methodologies. The living stan-
dard has dramatically improved. At the present time,
China is continuing to create new SEZ’s that are very
large in both area and population size.

Only a few years ago, the idea of establishing free
economic zones in the USSR would have seemed to
many to be a matter of the distant future. However, this
idea is now being implemented in practice in connection
with unprecedented decisions on reforming foreign eco-
nomic activity.

The establishment of SEZ’s means that in addition to
expanding the rights of enterprises (associations) in
foreign economic activity, regional organs of manage-
ment—krays, oblasts, and republics faced with the task
of formulating and implementing their own foreign
economic strategy—will actively participate in it.

Work is presently under way to establish a free enterprise
zone in the Soviet Far East. Not so long ago the USSR
Council of Ministers adopted a decree establishing a
special “regime” for joint enterprise in the Far East. The
tax break is increased to 3 years, profit taxes of joint
enterprises have been lowered, and taxes on foreign
investors’ profits transferred abroad may be lowered or
altogether abolished for a certain period of time. The
Odessa Oblispolkom has applied to the USSR Council of
Ministers to establish a SEZ in Odessa Oblast.

When adopting a decision on the feasibility of establish-
ing a SEZ in a certain region, its geographical location
and natural-climatic conditions should be considered
first of all. Most free zones in the world are located on
the seacoast. From this point of view, in addition to the
Far East and the Baltic region, most favorable conditions
for establishing an SEZ exist on the Black Sea coast, in
particular, in our republic. And its natural and climatic
conditions are highly favorable to the development of
tourism.

Beyond a doubt, foreign firms will be eager to invest in
the development of resort zones in Georgia—in the
construction of hotels, guest houses, and campgrounds.
This is attested to by the experience of negotiations with
foreign partners even though it is unfortunately as yet
modest. The republic will have a wide choice of propos-
als and will be able to select the best on a competitive
basis

Side by side with tourist firms, in SEZ’s joint enterprises
will be established that are oriented toward satisfying the
needs of tourists (in particular, the production of souve-
nirs) and the needs of the republic population for high
quality consumer goods.

The republic’s council of ministers will be one of the
founders of the zone. Its decision must be approved by
the Supreme Soviet. It will select the best of the proposed
projects. In the process, special attention will be devoted
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to ecological purity and a wastefree environment. The
republic council of ministers will receive a substantial
part of the foreign currency earnings of joint enterprises,
which will make it possible for the Georgian SSR to
make the transition to cost recovery in the realm of
foreign currency (at the present time, republic imports
significantly exceed exports). In our opinion, the USSR
Council of Ministers is very favorably disposed toward
the idea of establishing a SEZ in the republic.

In recent years, the country’s foreign currency receipts
have declined as a result of declining prices on oil-—the
principal item of Soviet export. Therefore if the republic
is able to secure the necessary funds for equipment
purchases and social objectives, this will make it possible
to renounce the purchase of foreign equipment from
centralized funds.

The benefits to the republic from cost recovery in the
area of foreign currency are also obvious. After all, the
foreign currency has been “earned” by the republic, will
be used at the republic’s discretion for the development
of branches that satisfy to the maximum the republic’s
needs, that raise the standard of living, and that will also
be used for social goals—for example, the purchase of
equipment for medical institutions. It is important that
foreign currency income accumulated in the republic be
used thoughtfully and purposefully in the interest of
securing quality, structural changes in the economy.

Convertible currency that goes to the general republic
fund will make it possible to modernize light and food
industry enterprises and agriculture with the use of
imported equipment, to expand deliveries of high qual-
ity products to other union republics and for export.

In the first stage after the SEZ has been established,
primary attention will be devoted to building infrastruc-
ture projects together with Western firms—roads, com-
munication institutions, sports facilities, and recre-
ational places, thereby making it possible to create the
necessary prerequisites for the mass influx of tourists
from European countries. This will not only provide the
republic with foreign currency but will also give impetus
to the rapid development of the cooperative sector which
is oriented toward providing tourists with all the neces-
sary goods and services.

At the present time, the possibility of establishing a SEZ
in Georgia is being studied but the general public does
not as yet participate in the discussion of these problems.
It would seem that the decision on this question, which
is very important to the republic, should not be arrived
at secretly. We hope that businesslike proposals on the
establishment of a SEZ in the republic will not be long in
forthcoming.

Questions relating to the development of the national
culture, to the careful treatment of historical monu-
ments, and to the protection of the environment take on
a new ring in this regard. Within the framework of the
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proposed strategy, it should be recognized that the rich
history of the Georgian people and its culture, which has
won worldwide recognition, are capital, in the narrow
sense of the word, that can bring economic gain.

From the standpoint of the historical perspective, if the
republic adopts the proposed strategy. the contradiction
between plans for industrial construction projects and
the need to preserve clean forests, bodies of water, and
villages at the site of industrial construction projects is
automatically eliminated. The strategy must be to
develop production that will make it possible to avoid
adverse consequences for the environment, that will not
contradict the interests of development of agriculture
and tourism.

Attention should be focused on the analysis of various
models of the republic’s full economic accountability. It
is important to evaluate the degree to which specific
forms and methods of regional economic accountability
correspond to the task of accelerating economic devel-
opment, scientific-technical progress, and consequently,
the solution of social problems.

The conceptions of regional economic accountability
advanced in the Baltic republics and the proposals in
these republics’ press should be approached from this
point of view. A number of points contained in them
contradict the interests of development of market rela-
tions and the expansion of the independence of the
enterprise, and presuppose the creation of needless
obstacles on this road. Included among them are the
ideas of introducing a republic monetary unit, an emis-
sions bank, the unjustified expansion of the republic’s
rights in the area of price formation, the transition to
economic interrelations between republics on a com-
modity exchange basis, and the thesis of republic “self-
support.” These proposals correspond to the autarkic
interpretation of economic independence.

Let us discuss the proposal to institute the republic’s own
monetary unit. What about republic enterprises that are
interested in selling their products in other republics on
a contractual basis? They of course need a monetary unit
that is uniform throughout the entire country and the
broad application of contract prices.

As regards foreign economic relations, the convertibility
of the ruble will create all the necessary prerequisites for
giving the enterprise direct access to the foreign market.
At the present time, there is discussion of the creation of
a uniform currency for countries in the European Eco-
nomic Community in the interest of accelerating scien-
tific and technical progress. This requires a market
comparable in scale to U.S. and Japanese markets,
without any duty barriers and restrictions imposed by
the existence of a multitude of currencies.
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In this regard, considering the fact that countries in
Western Europe are ready to abandon their own cur-
rency, the introduction of individual monetary units in
each of the 15 union republics seems unfeasible and
incomprehensible.

We should also carefully analyze proposals advanced in
the Baltic republics concerning regional economic
accountability from the standpoint of their correspon-
dence to the specific interests of our republic that are
conditioned by its geographical location, its traditions,
level of development of its productive forces, the branch
structure of its economy, the financial status of its
enterprises, etc. This is why there is the question of the
need for an in-depth study of various conceptions of
regional economic accountability, of ascertaining the
content of the points contained in them—points that are
unquestionably acceptable and useful as well as points
that are theoretically erroneous; points that are useful for
all republics and points that consider only the specific
features of certain of them. Finally, we must set forth our
own proposals.

The economic independence of the republic, naturally
not understood in the autarkic sense but in the sense of
full economic accountability, of independence in the
formulation and implementation of economic policy, of
free development of economic relations both with other
republics and with foreign countries on the basis of
commodity-monetary relations without any administra-
tive barriers—this is not a mirage but a real goal, the
attainment of which will require considerable efforts on
the part of all the republic’s citizens. Cockiness, undue
haste, leapfrogging essential stages, etc., are out of place
here, but passivity is also inadmissible. Work in this
direction has already begun and everyone who is not
indifferent to Georgia’s future must join in.

Sakalauskas on Local, State Understanding of
Regional Khozraschet

18200205a Vilnius SOVETSKAYA LITVA in Russian
18 Jan 89 pp 1,3

[Interview with Vitautas Sakalauskas, chairman of the
Lithuanian SSR Council of Ministers, by unnamed
ELTA correspondent]

[Text]

[Correspondent] On 7 January, you, along with Algirdas
Brasauskas, first secretary of the Lithuanian Communist
Party Central Committee, and Bronislovas Zaykauskas,
Central Committee secretary, participated in the meet-
ing of the Presidium of the USSR Council of Ministers
dedicated to the problems of regional khozraschet [cost
accounting]. Tell us briefly what questions were exam-
ined at the meeting.

[Sakalauskas] I want to remind the readers that the Baltic
republics have repeatedly made proposals on the
improvement of the management of the national econ-
omy of the republics and their self-administration as well
as on the expansion of independence. This work was
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activated especially during the course of the preparations
for the 19th All-Union Party Conference and implemen-
tation of its positions. On 31 January 1988, the USSR
Council of Ministers entrusted a working group with the
preparation of proposals on the transition of the Baltic
republics, Belorussian SSR, Tatarskaya ASSR, Sverd-
lovsk Oblast and Moscow to khozraschet. Many studies
were carried out and the opinion of the republics was
revealed. Because these matters are rather complex, the
Government of the USSR established a commission for
the preparation of a common concept of khozraschet.
This commission includes representatives of the Gosp-
lans of all republics, scientists and representatives of
union departments.

Thus, the meeting of the Presidium of the USSR Council
of Ministers examined the commission’s report on the
work that has been done and proposals on questions
involving the restructuring of the leadership of the
economic and social areas in the union republics on the
basis of self-administration and self-financing.

[Correspondent] What is the fate of the republic khozr-
aschet concept prepared by Lithuanian scientists and
specialists and how was it taken into account in the
development of an All-Union concept?

[Sakalauskas] The work to prepare a khozraschet con-
cept for our republic was not in vain. In the first place,
the concept was presented to all members of the com-
mission. That means that the commission knew what we
are striving for. In the second place, it was a clear and
specific point of reference for the representatives of the
republic, under which it was possible to evaluate the
proposals of other republics and the principles formu-
lated by the commission more critically and objectively.
Thirdly, no one rescinded or countermanded our con-
cept and we will continue to be guided by it, striving
toward the economic independence of the republic.

[Correspondent] Could you describe what distinguishes
the general principles of the concept of the USSR gov-
ernmental commission from the concept prepared in the
republic?

[Sakalauskas] There are many differences. Above all, the
proposals of the union commission do not cover the
“khozraschet™ concept comprehensively. I will enumer-
ate several basic aspects.

Our concept accentuates the state property of the repub-
lic (land, its mineral resources, water, forests, etc.),
whereas the proposals of the union commission empha-
size that this is the property of the state as a whole.
Hence the many differences with respect to the manage-
ment of property: there is no complete renunciation of
the departmental subordination of enterprises and it is
planned to leave some enterprises and systems such as
railroad, air and maritime transport and others subordi-
nate to union departments.

k.
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Although they advocate the consistent observance of the
Law on the State Enterprise (Association) and the
defense of the rights of enterprises, it is not possible to
establish a free socialist internal market—which is essen-
tial under the conditions of full khozraschet—without
renouncing the departmental subordination of enter-
prises, if compulsory state orders and control figures are
retained and the ceilings and stocks of physical resources
are distributed centrally.

In the transition to market relations, the republic’s
concept provides for the possibility of introducing a new
monetary system. It appears that no one has any doubts
about the necessity of improving this system in the
country. Unfortunately, the materials presented to the
commission do not even mention this.

There are also several differences in the formation of the
budget, the setting of taxes, and the regulation of the
credit system and prices.

[Correspondent] It is clear from such a definition of
principles that in the current stage the republic is still not
obtaining economic independence. But what would the
republic achieve if the mentioned principles were imple-
mented?

[Sakalauskas] You will agree that the problems of khozr-
aschet and independence are very complex and we will
not resolve them at once. We certainly would be doing
ourselves harm to break abruptly with the established
economic ties between the republics. In particular
because in many republics they are not yet giving serious
thought to new methods of management. At the current
level of our production and quality of output, it is also as
yet unrealistic to dream of a broader external market.
For this reason, the process of khozraschet will have to
be implemented gradually and in discrete stages.

That which can be done in relying on the developed
common principles should be seen as the first step in this
direction. In this stage, there must be a significant
expansion of the administrative rights of the republic
and of the national economy under its authority. It is
planned to make such sectors of union-republic subordi-
nation as light industry, the agro-industrial complex, the
construction materials industry, the timber and pulp
industry, and trade subordinate to the republic. It is
planned to transfer many specialized enterprises of
union subordination that produce consumer goods to the
republic.

It is obvious that for the first time it was proposed that
the extradepartmental status of enterprises be legislated.
Such enterprises already exist in Leningrad and Moscow
but these are just the first steps. By taking advantage of
this possibility, some of the enterprises of union subor-
dination operating in our republic could be freed of their
departmental dependence.
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In a few years, the enterprises of republic subordination
must produce 60-70 percent of the industrial output
(instead of 11 percent at the present time). The republic
will manage the entire social sphere and nonproduction
infrastructure. Here we are becoming the true masters of
the situation. We will resolve all management questions
in the subordinate national economy: set up administra-
tive authorities and their structure and determine the
number of workers and size of expenditures for their
support. No one will any longer give orders to Lithuania
in this area.

It is planned to extend the rights of the republics in
planning which consumer goods are to be produced in
what quantity and what services provided. Without
exceeding the limits of the existing financial and mate-
rial resources, the republic will independently resolve
questions in the construction of production facilities of
the subordinate economy, apartments, and facilities in
the production and social infrastructure. It will be pos-
sible to build new enterprises of union subordination in
our territory only in agreement with the republic. We
will have significantly more rights in the resolution of
matters involving labor, wages and social security.

We ought to stress still another important factor—the
growing responsibility of the republic’s leading authori-
ties for the satisfaction of the needs of the people.
Previously we mainly counted expenditures and then
came to an agreement in the USSR Ministry of Finance
what income we would receive. The situation will change
under the new management conditions: essentially we
will establish the budget ourselves and we will determine
expenditures in accordance with income. A very com-
plex mechanism has been outlined for the establishment

- of the budget. But one thing is clear: to increase the

budget, everyone will have to work better. Then we will
have more resources to satisfy all of our needs.

[Correspondent] You and Algirdas Brazauskas, first sec-
retary of the Lithuanian Communist Party Central Com-
mittee, spoke at the meeting of the Presidium of the
USSR Council of Ministers. What were the basic ideas of
your speeches?

[Sakalauskas] I would like to point out that among the
first secretaries of the Communist Party central commit-
tees of the republics only Comrade Algirdas Brazausas
participated and spoke, and this is not very customary in
the Presidium of the USSR Council of Ministers. Algir-
das Brazausas expressed the public opinion in the repub-
lic on this matter and explained in more detail what we
want in striving for khozraschet and what this khozra-
schet can give to the inhabitants of the republic and of
the country as a whole.

I had the occasion to analyze the specific contradictions
between the union concept and the one that we worked
out. Our proposals were presented to the USSR Council
of Ministers in a written form as well. I will name the
most important of them.
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In the first place, property questions. I declared that
there is no way that the people of Lithuania can under-
stand why the land where they have lived for ages, its
riches, water and so on cannot be the property of a
sovereign republic. Unfortunately, this position of ours
did not find support.

We put forward demands that all specialized enterprises
of union subordination producing consumer goods be
made subordinate to the republic, regardless of how
complex these goods may be. For in our time it is
difficult to find a commodity whose production would
be technically simple and not require cooperation and so
on. Finally, we proposed permitting the enterprises of
union subordination to decide themselves whether or
not they want to have extradepartmental status and that
this not depend upon the “good” intentions of the
ministries.

The establishment of the budget evoked the most discus-
sion. It is planned in the proposals worked out by the
union commission for all the enterprises to transfer a
certain proportion of payments to the union, republic
and local budgets. In our view, this system is clearly
inadequate and therefore we proposed that all payments
be transferred to the republic budget and that the rela-
tionships with the state budget of the USSR be regulated
in a centralized manner. But this proposal of ours will
hardly be accepted. They justify this by the fact that
enterprises in other countries also pay federal and local
taxes.

We objected to the proposed system for banks and the
accumulation of credit resources. Today it has become
the practice (which they are trying to legislate) for the
central banks to take the accumulated credit resources in
the republic and subsequently the republic must request
these resources from them. It is our conviction that the
republic Council of Ministers must have full control of
the credit resources arising in the republic and indepen-
dently implement a credit policy. We called for the
transfer of all specialized banks to republic subordina-
tion. Other proposals were made for the improvement of
planning, the system of currency deductions and so on.

In this connection, I would like to add that the republic’s
leadership greatly values the contribution of our scien-
tists and public figures to the development of the concept
of economic independence, in accordance with the crit-
icism about the excessively slow implementation of
khozraschet. But we cannot agree with the opinion of
some economists and scientists that the republic’s lead-
ership naively believes in promises, is still indecisive and
is conniving with the “center.” Reality shows something
else. .

[Correspondent] It would be interesting to know the
opinion of other republics about regional khozraschet.
Does it differ from ours?

11
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[Sakalauskas] Yes. And significantly. Lithuania, Latvia
and Estonia have gone far forward here, have their own
concepts and, relying on the khozraschet concept, are
pursuing maximum objectives. Meanwhile, representa-
tives of the Ukraine, for example, have generally advised
against hurrying, saying that one should wait for price
reform and then one can discuss the matter. Unfortu-
nately, our neighbors in Belorussia have an analogous
opinion. The republics of Central Asia and the Kazakh
SSR feel offended, because they supply raw materials
and not final products, the value of which is higher.

Thus, the republics do not have the same interest ina
transition to new conditions and the decision is not
predetermined by the opinion of the three Baltic repub-
lics.

[Correspondent] Some comments and constructive pro-
posals were made at the meeting. Is it proposed that the
public be informed about an improved draft of common
principles?

[Sakalauskas] The draft of common principles developed
by the commission is being improved continuously after
the meeting of the USSR Council of Ministers. The
commission, in which Lithuania is represented by
Bronislovas Zaykauskas, secretary of the Lithuanian
Communist Party Central Committee, and Vitautas
Sharka, deputy chairman of the Lithuanian SSR Council
of Ministers and chairman of Gosplan, is continuing its
work. At the meeting of the Presidium of the USSR
Council of Ministers, they advocated publishing these
principles for public discussion.

[Correspondent] When it is planned to begin to imple-
ment the developed principles?

[Sakalauskas] It is planned to prepare the corresponding
law on the basis of the discussed principles. This requires
a certain amount of time. It was proposed to shift to the
new conditions in 1991, that is, after the conclusion of
the current five-year plan in the old way. And still
another characteristic feature: it is proposed that all of
the republics convert to these conditions at once. I want
to remind you that we expressed the desire to shift to
these conditions in 1990. In addition, it was categorically
stated that, taking local circumstances into account, one
should work out not one but various versions of self-
administration and self-financing. Everyday practice
would choose the best and most effective of them. But
this opinion was not supported either.

[Correspondent] What is the next program of the repub-
lic’s leadership, proceeding from the developed princi-
ples, to achieve maximum economic independence for
the republic?

[Sakalauskas] In the future as well, we will persistently
strive for the acceptance of our proposals. Secondly, we
will demand that we be permitted to shift to the new
conditions at the beginning of 1990, for it is in that year
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that the indicators for the 13th Five-Year Plan will be
established. By getting to work earlier, one can prepare
more realistically for the following five-year plan.

Finally, it is necessary to take advantage of all the
possibilities presented by the new principles. And right
away, without waiting for anything. It is necessary to
establish intersectoral state associations more expedi-
tiously. In our republic, obviously, the first such associ-
ation can be established for the production of television
and household equipment. Thought needs to be given to
others as well. We will do everything possible to see to it
that enterprises of union subordination are turned over
to the republic or obtain extradepartmental status.

The main and most important task remaining, of course,
is to achieve complete economic independence based on
the concept developed in the republic. We have not and
will not put our hopes on the union ministries and
departments easily renouncing their own dictates. The
apparatus is holding on tightly to a policy of centralism.
It is not difficult to understand this. But stranger is the
fact that many renowned economists of the country who
do not understand or do not want to understand the
basic principles of the khozraschet concept of our and
other Baltic republics are dancing to the tune of the
bureaucracy of many millions. Articles have appeared in
the union press asserting that the republic khozraschet
will destroy the unified national economic complex of
the country and that this will lead to isolation and
separation. We are not renouncing the All-Union market
but are only striving to guarantee a realistic rather than
an imaginary sovereignty of Lithuania within the USSR.

[Correspondent] What do you see as the next tasks of the
republic’s scientists, economic departments and the
soviets of people’s deputies inpreparing for the transi-
tion to work under the principles of self-administration
and self-financing?

[Sakalauskas] There is enough work for all. Thus the
republic’s scientists along with the Lituanian SSR Gosko-
mstat [State Committee for Statistics] should carefully
analyze our inter-republic ties and make suggestions for
their improvement. I recently had occasion to familiarize
myself with the estimates made by Goskomstat for the
import and export of output in 1987. It is clear from them
that the importation of output into the republic exceeds its
exportation by almost 1.1 billion rubles and this difference
is increasing every year. If this sum is assessed in world-
market prices, then (according to the calculations of USSR
Goskomstat) it would exceed 3.5 billion rubles in foreign
exchange. I think that the mentioned figures are disputable
because of the inadequate methodology and do not corre-
spond with reality. These questions need to be investigated
thoroughly, for this frequently is the basis for us being
called dependents. :
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A great responsibility rests on the financial authorities,
who need to assess possible income objectively and
accurately, for that assessment is to be used in establish-
ing planning indicators and in projecting the increase in
the well-being of the population. Certainly other depart-
ments will also have much to do.

Cities and rayons must be given considerable indepen-
dence. It is not entirely clear to this day how the city and
rayon economy will be carried on and what stable
principles will be the basis for the establishment of local
budgets. The executive committees of cities and rayons
also must now analyze how their financial affairs will be
put together, for it will be necessary to live on earned
resources.

There is much to do, time is passing quickly and there
must be no delay in a single link. In short, in expanding

. democracy and glasnost and in talking about economic

independence, each of us is primarily obligated to work
conscientiously and responsibly at his own job.

MSSR Official Discusses Preparations for
Regional Khozraschet

18200205b Kishinev SOVETSKAYA MOLDAVIYA in
Russian 25 Jan 89 p 2

[Interview with V.G. Kutyrkin, deputy chairman of the
Moldavian SSR Council of Ministers and chairman of
the republic Gosplan, by ATEM correspondent O.
Grabovskiy: “Moldavia Is Preparing for Self-
Financing”; date and place not specified]

[Text] The problems of regional khozraschet [cost
accountingj, to which the republic is preparing to convert,
are evoking increased interest both among scientists and
specialists as well as among people who are not versed in
this area. And this is understandable. For the prospects for
the economic independence of the region affect the entire
Moldavian population of 4.2 million and each of its
inhabitants. The goal of the conversation of the ATEM
correspondent with V.G. Kutyrkin, deputy chairman of
the Moldavian SSR Council of Ministers and chairman of
the republic Gosplan, is to meet .iis interest.

[Grabovskiy] Vladislav Georgiyevich, explain to the
readers, please, what regional khozraschet and self-fi-
nancing mean.

[Kutyrkin] It seems to me that first of all one must
specify that khozraschet is an economic category relating
to the production of goods. Therefore, it is acceptable
only in relation to enterprises producing material values
and creating national income that serves as the basis for
the development and well-being of the society. As for
regional khozraschet, about which much is now being
written and said, this primarily involves the self-admin-
istration and self-financing of some specific territory—
village, rayon, city, oblast, kray or republic. Each of them
functions under the conditions of the broad democrati-
zation of the management of the national economy but
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they are primarily developed through earned funds. In
other words, the well-being of the people depends
directly upon the level and efficiency of production and
the final results of the work of all enterprises and
organizations located in a given territory.

[Grabovskiy] What is fundamentally new about territo-
rial self-financing?

[Kutyrkin] It certainly should be stressed that the rights
of regional administrative authorities are expanded sig-
nificantly and simultaneously they have increasing
responsibility for the social and economic development
of the territory and the satisfaction of the essential needs
of the working people. At the same time, the center
retains responsibility for the determination and imple-
mentation of an internal social and economic strategy,
foreign policy, and the defense of the unified multina-
tional-federative state—a unique union of republics such
as human history has never known. In short, we are
returning to the Leninist principles of democratic cen-
tralism in the management of the regional economy,
principles that, unfortunately, in a certain stage of the
development of our state were ignored and distorted and
this did substantial harm.

No less important is the fact that on the one hand, as has
already been noted, the transition to regional adminis-
tration and self-financing makes the level of well-being
of a specific region depend upon the state of develop-
ment of productive forces, their utilization, the intensity
and quality of the labor of working people, and the
efficiency of the actions of administrative authorities,
including the main authority—the Soviet of People’s
Deputies; on the other hand, it opens up real possibilities
for the objective determination of the specific contribu-
tion of each region to the All-Union treasury and to the
resolution of the tasks in the social and economic devel-
opment of the entire country.

This is fundamentally new in regional administration.

[Grabovskiy] That is, what is intended is a transition to
economic methods of management?

[Kutyrkin] Yes. Such a transition is the most important
element in the reforms of the management of the econ-
omy and the political system, which are the core of
perestroyka. Regional self-administration and self-
financing flow out of the new conditions of management,
under which the entire area of physical production in the
country, including, of course, in Moldavia, has been
working since the beginning of the year.

[Grabovskiy] What specifically is being done in this
direction?
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[Kutyrkin] A decision of the Government of the Mold-
avian SSR established a special working group that
included representatives of the leading economic depart-
ments, scientists and specialists in the area of adminis-
tration and social and economic development, and rep-
resentatives of the republic’s unions of creative workers.
Three alternative commissions have also been orga-
nized, each of which is now developing basic principles
and positions for the transition of our republic to
regional self-administration and self-financing. It is pro-
posed that all three alternative versions of these posi-
tions be examined by the commission and government
and presented for nationwide discussion, on the basis of
which they will determine the most acceptable version
under the current conditions of our development. Fur-
thermore, on an experimental basis, the local soviets of
Sorokskiy Rayon were converted to the principles of
budgetary self-financing last year and this was done for
all of Drokiyevskiy Rayon at the beginning of this year.
This makes it possible to work out the basic positions
and principles of regional khozraschet in practice at the
level of the village, rayon or city for its further introduc-
tion everywhere throughout the territory of the republic.
This will make an important contribution to ensuring the
sovereignty of each soviet of people’s deputies.

We are also studying closely the experience already
gained in the development of the principles and posi-
tions of regional khozraschet in the Baltic republics,
Belorussia, and a number of krays and oblasts of the
RSFSR.

In November of last year, the USSR Council of Ministers
organized a special commission that included represen-
tatives of all union republics. The plan that it developed
for the basic positions and principles for the manage-
ment of the social and economic development of the
union republics on the basis of self-administration and
self-financing was reviewed by the government and is
being prepared for nationwide discussion in the form of
a draft law.

[Grabovskiy] What, in your opinion, must be done
above all for the successful transition to regional self-
financing and self-administration?

[Kutyrkin] We think—and our opinion is supported by
the union commission—that above all it is necessary to
expand substantially the economic base and the scope of
economic administration of the local authorities. We
believe that the government of the union republics and
local soviets must be entrusted with the management of
the economic sectors that are directly linked with the
satisfaction of the essential needs of people—those sec-
tors that turn out food and consumer goods and provide
services as well as capital construction and the social
field.

Secondly, clearly delimit the budgetary rights of the
administrative bodies of different levels and define the
classes of payments that must go into the republic and
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local budgets from all the enterprises and organizations
located in the territory, regardless of their departmental
subordination. Similarly, it is also necessary to define the
classes of expenditures of these resources, which will
ensure financial independence, expand the rights of
republics and local soviets, and give them the possibility
to implement and finance particular measures.

Thirdly, it is necessary to expand the rights of union
republics and local bodies of self-administration in the
area of planning, material-technical supply, price setting
and foreign economic activities. In so doing, it is funda-
mentally important to promote the rights and responsi-
bility of the republics for the disposition of production
and productive forces, for the efficient use of the pro-
duction potential established in the region and for envi-
ronmental protection.

Our position is unequivocal here—it is necessary to
increase substantially payments from profit to the repub-
lic and local budgets of the enterprises with union
subordination and provide for the full payment for
manpower, land and water as well as income taxes from
working people to the named budgets from all enter-
prises located in the corresponding territory, regardless
of their departmental subordination. Together with local
taxes, these payments will fundamentally strengthen the
financial base of the local administration authorities. At
the same time, all enterprises of union subordination—
in a larger proportion—and of republic or local subordi-
nation—in a smaller proportion—must contribute part
of the payments from profit to the union budget to cover
overall state expenditures such as the development of the
basic economic sectors, defense, foreign political and
foreign economic activities as well as the realization of
major interregional programs and measures. A signifi-
cant part of such budgetary revenue as the turnover tax
must also be channeled into these purposes.

The given basic principles for the formation of budgetary
income at different levels must be based on standards,
which, depending upon the situation in the economy,
will guarantee the long-term stability of the financial
coverage of regions and the center and their interdepen-
dence: a strong center for strong regions and vice versa.
And if the economy of the region develops better and
more efficiently than foreseen in the base standards, then
its financial possibilities will also increase.

All of these questions are reflected to some degree or
other in the documents now being prepared at both the
republic and All-Union levels.

[Grabovskiy] By the way, about the mentioned possibil-
ities—what are they in Moldavia?

[Kutyrkin] They depend directly upon the economic
structure developing under the influence of historical,
natural-climatic, demographic and a whole series of
other factors as well as upon the level of the development
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of productive forces and the efficiency of their utiliza-
tion. We have a huge potential that permits the republic
to function successfully under the conditions of self-
financing. As you know, however, the budget of the
Moldavian SSR was established with a deficit of 150
million rubles for the current year. For this reason, our
potential possibilities are far from being fully realized.
The utilization of the achievements of scientific-tech-
nical progress and the advantages of new management
conditions, including regional khozraschet, and the
improvement of the organization of labor and manage-
ment in combination with the improvement of the
production structure of the region’s national economic
complex on a scientific basis are the main directions in
the realization of our potential possibilities.

[Grabovskiy] In what way will self-administration be
combined with the existing structure of inter-republic
ties? Can the republic feed itself?

[Kutyrkin] It would be naive to raise the question of
whether each republic must feed itself and provide itself
with everything it needs. Regional specialization, a nat-
ural reality in the development of the society, has come
about. Each of the regions specializes in the output of
those forms of production that are most advantageous
for it and for the country and that are dictated by its
natural-climatic, historical and other factors. Thus, Mol-
davia appears today in the All-Union market as one of
the largest producers of foodstuffs. Life itself has estab-
lished the preconditions for the development of highly
intensive agricultural sectors here—vegetable and fruit
growing, viniculture and the processing industry.

At the same time, Moldavia has relatively abundant
manpower but does not have the necessary minerals and
fuel and energy resources, being forced to import them
from other regions of the country. This predetermines
the further development of machine building that does
not require high inputs of materials but that simulta-
neously is science-intensive and labor-intensive: elec-
tronics, instrument making, electrical engineering and,
in the framework of the agroindustrial complex, agricul-
tural machine building.

In other words, the principles of republic specialization
and the participation of the republics in the nationwide
division of labor and exchange of commodities will be
preserved in the future as well. In no way do territorial
self-administration and self-financing presuppose some
sort of regional isolation or the return to physical forms
of farming. If anyone thinks or wants this, he is thereby
attempting to ignore a historical objective necessity and
this never led to anything good.

[Grabovskiy] The coming reform of price setting pre-
poses a lowering of prices for industrial goods and a
raising of food prices. Will this help Moldavia to elim-
iniate the mentioned deficit in the state budget?
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[Kutyrkin] Wholesale prices for industrial output and
services of an industrial-production nature are now
being reviewed thoroughly. The task of this reform is to
bring prices into line with the level of socially necessary
expenditures. Retail prices will be reviewed later and, as
M.S. Gorbachev has repeatedly noted, it will only be
after a nationwide discussion of this problem. The tran-
sition to regional self-administration and self-financing
is possible only after the reform of wholesale prices. For
if these do not reflect the socially necessary labor input,
then it will be impossible to determine correctly the
contribution of the republic to the overall development
of the state and to stimulte a reduction of republic
expenditures.

Our republic and the country as a whole are now
experiencing a budget deficit. Previously this was not the
case in Moldavia and other republics; overall only the
All-Union budget showed a deficit. The transition to
regional self-administration and self-financing provides
that each republic must work without a loss. And
whereas, for example, we previously turned to the All-
Union budget for the necessary funds, justifying their
magnitude through certain expenditures, we are now
forced to abandon such an expenditure approach and to
earn our living under the principle “receive what you
earned.”

[Grabovskiy] More than half of the national income of
Moldavia is provided by the agroindustrial complex. But
it is located in a zone of variable farming. Will there be
structural changes in this connection, including in
investment policy?

[Kutyrkin] As has already been noted, it is necessary for
us to utilize the conditions of the republic, including the
abundant manpower, to bring about a further increase in
the economic potential through science-intensive pro-
duction and to increase the output of the resources of
computer science, management and other up-to-date
output in machine building. This will make it possible
under the conditions of a shortage of raw materials to
resolve the mentioned task and to overcome the repub-
lic’s lag behind other regions of the country: we have the
lowest relative share of machine building in the structure
of public production—just 18 to 20 percent. We cannot
compete with republics with a more highly developed
machine building and, consequently, science-intensive
production. Hence the lower saturation of our region
with national economic specialists: engineers, techni-
cians and so on.

That was in the first place. Secondly, one must not forget
that the agroindustrial complex is the heart of the
republic’s economy. So it is necessary to ensure the
stable development of farming, its basis. The primary
way is the development of irrigation. Under the condi-
tions of a shortage of water resources, this is possible
both through the strict regulation of the use of water by
means of the introduction of a reusable water supply and
technologies that save water, including drip irrigation,

NATIONAL ECONOMY

and, in the future, primarily through a large-scale
regional shift of river flows. So far we have not been
offered any other version than the utilization of the
waters of the Danube. Scientists are now working on this
problem. And they will provide an answer to the ques-
tion of a possible resolution of the named problem.

Thirdly and finally, it is extremely important to over-
come as soon as possible the legacy of the past—the
existing backwardness in the development of the mate-
rial base of the social sphere, including in rural areas.
Without this, it is impossible to develop the economy in
general and the agroindustrial complex in particular.

Some major positive steps have been taken in this area in
recent years. It is sufficient to say that in the first 3 years
of the five-year plan the putting into operation of edu-
cational, health and cultural facilities in the republic
increased by a factor of 1.3 to 2 compared with the
corresponding period of the preceding five-year plan.
Moldavia is among the regions of the country that are
better supplied than others with preschool institutions
and schools, hospital beds and polyclinics. The “Hous-
ing-2000” and “Health” programs are being imple-
mented. But there is still much to be done prior to the
full resolution of the task of fundamentally improving
the living conditions of the working people in this area.

It is probably precisely through the realization of the
named threefold task that there will be a change in the
long-term investment policy. It is for this purpose that
the industrial base of capital construction will develop at
an overtaking rate and that there will be an increase in
the production of building materials.

[Grabovskiy] The coming changes and the transition to
regional self-financing will apparently require a serious
effort by all of us....

{Kutyrkin] In the transition to self-financing, there is no
thought of violating and fundamentally changing the
existing structure of the economy and interrelationship
between the regions and the center immediately, by
directive or “in a single hour,” as they say. Obviously
base conditions and economic indicators will be estab-
lished, on the basis of which the standards will be
determined for deductions to the local, republic and
union budgets. Each of the regions will obtain equal
conditions for a more complete realization of its possi-
bilities. It is true that changes for the better will happen
more quickly for those who work more energetically.

[Grabovskiy] In accordance with the basic principle of
socialism: *““from each according to his abilities, to each
according to his labor”?

[Kutyrkin] Yes, of course. I am an optimist and am
firmly convinced that the transition to regional self-
administration and self-financing, being still another
major step in the radical economic and political reforms,
will make it possible to be more successful in resolving
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the task set by the 27th CPSU Congress and the 19th
All-Union Party Conference: through a fundamental
restructuring of Soviet society, achieve a qualitatively
new level for that society and raise the prosperity of the
working people, thereby making fuller use of the possi-
bilities of socialism.

UzSSR Uses NEP Experience To Solve
Agricultural, Economic Issues

18200196 Tashkent PRAVDA VOSTOKA in Russian
11Jan 89p 3

[Article by P. Kim, doctor of historical sciences, and M.
Khasanov, candidate of historical sciences: “What To
Take From NEP”; passages in boldface as published]

[Text] The transition to NEP was made by the party under
the most complex conditions. The peasants’ dissatisfac-
tion with the policy of requisitioning of grain by force
began to assume extreme forms. The Krondstadt mutiny
was one of the testimonies of this. These events, as V. I.
Lenin noted later, “were like lightning, which illuminated
the reality more clearly than anything else.” Dissatisfac-
tion with requisitioning of grain by force was also felt
among Turkestan’s peasantry.

The 10th Congress of the Russian Communist Party (of
Bolsheviks) was held in March 1921. On V. 1. Lenin’s
initiative it adopted a major decision on renouncing the
policy of requisitioning of grain by force and replacing it
with the food tax. This decision became a key one in the
work on gearing the country’s economy, primarily its
agrarian sector, toward NEP.

Work on gearing the economy of the Turkestan Republic
toward NEP also began immediately after the congress.
As early as 22 April 1921 the Turkestan Central Execu-
tive Committee adopted a law on replacing requisition-
ing of grain by force with the food tax. It indicated that
“the tax should cover minimal state needs.” In its nature
the tax was based on shares and was progressive, that is,
a certain percent of the products produced in individual,
cooperative, and, in part, state sectors of agrarian pro-
duction was collected.

The special decree by the Council of People’s Commis-
sars of the Turkestan Republic issued in elaboration of
the mentioned law precisely set the maximum tax rate
norms. They were by no means the same for different
types of agricultural crops and sown areas. In general, the
tax legislation of that time was noted for special human-
ism. The poorest farms, that is, where all types of
operations were performed manually, as well as families,
which suffered from natural calamities and basmaks,
families with invalids, families whose members died
during the years of the civil war or were in captivity, and
so forth, were exempt from taxes partially or fully.

The very procedure of implementation of the food tax is
also interesting and important from the point of view of
present problems. It changed during different years, but
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according to documents from 1921 it looked as follows:
On the basis of the gathered data the rural soviet
prepared a preliminary name list for every kind of tax.
After receiving the volost instruction about the need to
begin the computation, it convened representatives of
individual groups of payers and together with them, as
well as in the presence of the tax inspector, computed the
tax for every farm. All the lists prepared by the rural
soviet had to be signed by its chairman and by the
representative of groups of payers. After approval by the
volost executive committee they were returned to the
rural soviet and presented to every payer, who had to
sign for them.

In this connection we would like to stress the exceptional
role of local soviets. After all, the organization of taxpay-
ers’ conferences (councils) was one of their tasks. Mem-
bers of this conference (council) had very broad rights.
Precisely they participated in checking the tax norms set
for individual farms and observed and controlled the tax
delivery process.

In our opinion, these procedural mechanisms are also
important from the point of view of current problems in
the development of the cooperative and leasing move-
ment. That is why: Retention of the right of monopoly
control over the activity of cooperative workers and
lessees only in the hands of officials, without broad
glasnost and control on the part of the public, primarily
cooperative workers and lessees themselves, is fraught
with a potential threat of development of corruption and
bribery on the part of some managerial apparatus work-
ers.

A very dynamic and cooperative movement from its
simplest forms, beginning from partnerships for joint
working of the land, developed during the years of the
new economic policy. Special attention was paid to the
development of the handicraft industry with its inclu-
sion in the planning and economic activity of the Soviet
state. In the 1920’s this problem was examined from the
point of view of party tasks in national policy. If we turn
to the shorthand report of the 10th Congress of the
Russian Communist Party (of Bolsheviks) and, more
precisely, to its pages devoted to a discussion of the
report on the national question, we can see the following;
Even before the discussion of the report, after familiar-
ization with its principal points, “... a proposal to give
the floor to coreporter Safarov, which, according to the
regulations, was signed by 40 comrades,” appeared. G.
Safarov, a member of the Turkestan Bureau of the
Russian Communist Party (of Bolsheviks) Central Com-
mittee, on behalf of the delegation of the Communist
Party of Turkestan introduced a very important amend-
ment, whose essence boiled down to the fact that the
elimination of actual inequality presupposes not only the
establishment of a large-scale industry in the country’s
backward outlying districts and, in particular, Turkes-
tan, but also the development of a small-scale handicraft
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industry. This proposal was accepted by the congress and
included in the text of the famous resolution “On
Current Party Tasks in the National Question.”

The problems of gearing toward NEP were also discussed
at the 6th Congress of the Communist Party of Turkes-
tan (August 1921). The decisions adopted at it drew not
only V. 1. Lenin’s considerable attention, but also gave
rise to his approving evaluation. Today they are also of
great scientific interest.

Incidentally, the resolution “Economic Policy and the
Handicraft Industry” also paid special attention to prob-
lems of handicraft workers. It openly noted that “condi-
tions, under which handicraft workers and artisans could
correctly develop their production and freely dispose of
the products of their labor, should be created for the
handicraft and small-scale industry.” In this connection
“sectors, which can promote the peasant economy, the
production and repair of agricultural implements and
the simplest agricultural machines, and the production
of all kinds of household and consumer goods, should be
primarily singled out from the small-scale and handric-
raft industry.” Unfortunately, simplified, “rectifying”
approaches to problems concerning the elimination of
actual inequality among nations prevailed at the end of
the 1920’s and the beginning of the 1930’s. This was
expressed in the absolutization of reliance on the estab-
lishment of industrial giants, distortions of the Leninist
cooperative plan, and a scornful attitude toward the
fundamentally important conclusion drawn by the 10th
Congress of the Russian Communist Party (of Bolshe-
viks) on the specific role of the handicraft industry and
the simplest forms of cooperatives for national outlying
districts.

From the above-stated it can be concluded that the pres-
ence in Uzbekistan of people not employed in public
production today to a certain extent is the product of
historical development. Apparently, the way to solve this
problem should also be sought in the direction proposed in
the 1920’s, that is, in the maximum possible development
of handicraft industries and of the simplest types of
cooperatives for the repair of agricultural machines, pro-
cessing of fruit and vegetable products, and so forth.

And another factor of a fundamental order, which must be
mentioned. Banks, which serviced cooperatives exclu-
sively, operated in the 1920’s. That is, cooperatives pos-
sessed a relatively autonomous financial system. Today—
and this becomes increasingly obvious every day—there is
a need for the establishment of such a special cooperative
bank.

Leasing relations developed very actively—in our opin-
ion, this is very important—during the years of the new
economic policy. Their scale and nature were very
unusual, even from the point of view of the present
leasing movement. Not only small plots of land, but very
large territories, were leased out. Cooperative workers,
private individuals, and governments of the Union
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republics were lessees. The so-called “Gruzarenda”
[Georgian Leasing], which existed in the 1920’s, can
serve as an example. It operated not far from Tashkent.
According to an agreement between two governments of
two fraternal republics, the leasing enterprise engaged in
the production of cotton for the needs of the textile
industry of the Georgian Republic. It is well known that
Ya. E. Rudzutak, chairman of the Central Asian Bureau
of the Russian Communist Party (of Bolsheviks) Central
Committee, visited “Gruzarenda.” He highly evaluated
this experience. This was in order. After all, Georgians
established in the Turkestan Republic an agricultural
enterprise, which was modern for those times.

If such a close and mutually advantageous cooperation
between fraternal republics was possible during the NEP
years, why should we not restore this practice, establish-
ing joint interrepublic farms out of individual unprofitable
sovkhozes and small processing industry enterprises with
antediluvian equipment? For example, if our friends from
Belorussia need famous Uzbek melons, grapes, and so
forth, but the republic agroprom, owing to objective rea-
sons, is unable to solve this problem, why should the
agroproms of the two republics not establish joint inter-
republic farms out of individual unprofitable sovkhozes,
investing the necessary funds in them? Of course, in such
cases labor resources will be presented by Uzbekistan.
The money made can be used for the modernization of food
industry enterprises, construction of vegetable and fruit
storage facilities, and so forth. Such a proposal also has a
political aspect. After all, the internationalism of the
Soviet people should be maximally strengthened, prima-
rily in the economic sphere.

In general, leasing relations are a very curious phenome-
non in our economic history. After all, whereas during the
NEP years their development was stimulated in every
possible way, during the years of formation and rule of the
administrative-command management system, leasing
seamingly was abolished forever. However, this is what is
remarkable: During the years of stagnation it revived
again, true, illegally—in the form of the well known
“gektarshchina” [hectare leasing system].

Today leasing relations are introduced into practice with
difficulty. It seems that the lack of the necessary material
interest on the part of the managerial apparatus is the
reason for this phenomenon. Let us recall that during the
period of stagnation the “gektarshchik” [hectare lessee]
received the right to leasing from farm managers—we
might as well admit—often for a bribe. That is, the
manager was interested “in his own way,” if one can
express himself so, in the “gektarshchik.” This chain has
now been destroyed. The lessee becomes the key figure in
the agro-complex. Moreover, a sharp expansion of inde-
pendence and a general introduction of cost-accounting
relations automatically raise the question of the useless-
ness of many agroprom links.

This problem is not new. The process of the Turkestan
Republic’s gearing toward NEP was accompanied by a
significant reduction in the size of the managerial appa-
ratus. Literally in 3 years (from 1921 through May 1924)
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its size in Turkestan was reduced from more than 95,000
to 7,000 people, that is, more than 12-fold. This process
was far from mechanical. It is no secret that the low
quality of management during those years was charac-
teristic precisely of the low-level link—uyezd and volost.
Owing to objective reasons, the number of virtually
illiterate people, or people with low occupational skills,
was very significant there. Therefore, the reduction was
accompanied by movements along the “from top-to
bottom” line.

At the same time, agriculture developed very dynami-
cally. Let us take animal husbandry as an example. In
1923 alone the livestock population in the republic
increased by 30 percent.

A few words about some economic aspects of the irriga-
tion policy during that time. A decree of the All-Russian
Central Executive Committee “On a Charge for the Use
of State Irrigation Systems Located in the Turkestan
Republic” signed by M. I. Kalinin was adopted on 8 June
1922. Tt pointed out the following: “Taking into consid-
eration the great importance of a proper preservation of
state irrigation systems located in the Turkestan Auton-
omous Socialist Soviet Republic and the vast expendi-
tures necessary for maintaining and repairing the indi-
cated systems, the All-Russian Central Executive
Committee decrees... to introduce in the Turkestan
Autonomous Socialist Soviet Republic a charge for the
use of state irrigation systems.” This document ordered
that part of the revenues received from this should be
transferred for the needs of reclamation cooperatives.

Analyzing NEP lessons, of course, such an important
aspect of NEP as the concession policy of the Soviet state
should not be bypassed. It is well known what vast
importance V. L. Lenin attached to concessions. We
would like to note that with respect to Turkestan there
was a very big interest on the part of foreign, mainly
German, firms. They were interested primarily in cot-
ton. This interest was so significant that in exchange an
offer was made to organize the delivery to the Soviet side
of machines, industrial equipment, and even grain,
which the country as a whole and, in particular, Turke-
stan greatly needed at that time. Nevertheless, conces-
sions with the participation of foreign capital were not
established at that time. This was due to the fact that the
German side, as a payment for the offered services,
asked for large quantities of cotton. The Soviet country
did not have such a capability in the 1920s,

Nevertheless, the government did not rule out the path
of establishing concession enterprises of agricultural
and, in particular, cotton growing specialization. A num-
ber of government documents, including those adopted
in Turkestan, reliably attest to this. The resolution of the
6th Congress of the Communist Party of Turkestan
“Economic Policy and the Handicraft Industry” dis-
cusses the permissible participation of foreign capital in
the restoration of production facilities “in the form of
their operation on a concession basis.”
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We believe that this path is again becoming very promis-
ing. For example, it is possible to establish mixed enter-
prises for the processing of fruit and vegetable products
and melon and other crops with their direct access to the
international market. The advantage is obvious: It will
become possible to purchase abroad advanced technology
and equipment, which we need so much. Of course, it is
better to establish mixed enterprises with socialist coun-
tries.

As in all economic sectors, the process of gearing cotton
growing toward NEP was begun right after the 10th
Congress of the Russian Communist Party (of Bolshe-
viks). At the same time, the starting positions signifi-
cantly differed there from Turkestan’s other economic
sectors. The point is that during the years of the civil war
requisitioning of grain by force was not applied to cotton
growing. Hence the solution of problems was different,
that is:

—establishment of a special interdepartmental govern-
ment body for the management of the cotton business
in its entire complex in the person of the Main Cotton
Committee (September 1921);

—transfer of the entire sector to cost-accounting princi-
ples (August 1922);

—flexibility in the policy of purchase cotton prices;

—admission of textile enterprises to work on financing
cotton planting and procurement (January 1921).

What was V. I. Lenin’s point of view concerning the
question of the ways of developing cotton growing under
NEP conditions? Volume Il of V. I. Lenin’s biographical
chronicle gives an indirect answer to this question. It is
evident from it that on 31 August 1921 he became
closely familiar with the mentioned materials of the 6th
Congress of the Communist Party of Turkestan. Para-
graph 10 devoted to the question of restoring industrial
crops in Turkestan—the Latin sign “especially impor-
tant” is in the margin—attracted Vladimir Ilich’s special
attention. He envisaged the implementation of the pro-
cess of restoring cotton growing precisely under condi-
tions of a state cotton monopoly.

As a result of the steps taken, the target for the growth of
areas planted with cotton, which at one time the tsarist
government needed 21 years to reach, was reached in the
country in 1921-1924 alone.

I. Khidyraliyev, a prominent figure in the Communist
Party of Turkestan, who at one time held the post of
chairman of the Turkestan Central Executive Commit-
tee, at the all-Union conference on cotton growing held
in 1924 described the atmosphere reigning in the repub-
lic’s cotton regions as follows: “When people sensed that
there was an opportunity to work, they grasped this work
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with their hands... The entire population, young and old
alike, took part in field work... They worked not only
during the day, but also at night, with lanterns! People
plowed for themselves!!!”

However, this is one of the aspects of what was attained.
As an analysis of the documents shows, the other lies in
the fact that private capital did not pay any positive or
significant role in the results obtained. Nor did the
admission of textile enterprises to financing cotton
planting and procurement play a constructive role.
Moreover, their activity in cotton growing gave rise to a
number of negative phenomena.

The following question arises involuntarily: At the
expense of what was such a major success, nevertheless,
achieved by the end of 1924? In our opinion, the
exceptional flexibility in the purchase cotton price pol-
icy, which took into account, on the one hand, the
interests of textile workers, who demanded inexpensive
raw materials, and, on the other, the interests of the
peasants, who, in point of fact, were at another pole, was
one of the key conditions for this success.

In a schematic form the price system looked as follows:
Every year the Labor and Defense Council (as of 1921)
set the “ceiling” price of cotton, as well as the total sum
of expenditures. It could be varied by the Main Cotton
Committee and its local bodies depending on the degree
of provision of every rayon with food, the quality of raw
materials, the time and place of sale of cotton to the
state, and so forth.

In the context of work on the harmonization of interests
systematic work on providing Turkestan with grain was
also carried out. The government’s attempt to preserve
the traditional balance between the price of cotton and
wheat and, at the same time, to lower purchase cotton
prices, not encroaching upon the peasants’ interests, is
noteworthy. This is quite understandable. After all, this
work was based not on methods “involving force,” but
on tactically farsighted and scrupulous work on maxi-
mally reducing the cost of grain received in the cotton
regions of the Turkestan Republic (reduction in trans-
portation rates and abolition of various kinds of duties,
taxes, and so forth).

Of course, the activity of the Soviet Government during
those years had immeasurably more aspects and to
attribute its effectiveness to the flexible price policy
alone would be, to say the least, a simplification and
vulgarization of our many-sided experience. At the same
time, the mechanism described above, apparently, can
also be useful today. After all, as M. S. Gorbachev noted,
the idea of restructuring is based on our 70-year history
and on the firm foundation of the fundamentally new
social building built in the Soviet country and links the
continuity, innovation, and historical experience of Bol-
shevism with the contemporaneity of socialism.
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INTRODUCTION OF NEW
TECHNOLOGY

Specialists Suggest Ways to Promote Resource
Conservation

18200190 Moscow
MATERIALNO-TEKHNICHESKOYE
SNABZHENIYE in Russian No 1, Jan 89 pp 28-30

[Article by Z. Zverkova and A. Rikhter, heads of labo-
ratory; V. Bushuyeva, senior scientific associate; and N.
Serebryakova, scientific associate: ‘“‘Medicine from
Hoarding™; first paragraph is MATERIALNO-TEKH-
NICHESKOYE SNABZHENIYE introduction]

[Text] During the two years of the 12th Five-Year Plan
the national income of the country of 8.2 percent under
the plan increased by only 6.5 percent. The chief reason
is the slow reduction of material-intensiveness of public
production. Resource conservation up to now has not yet
become the norm of economic life. Thus, material-
intensiveness during this period diminished only by 1.8
percent as against 4.3 percent according to the plan. A
group of authors from the Siberian branch of the Central
Scientific Research Institute for Economics and Infor-
mation of Non-Ferrous Metallurgy, which included the
laboratory chiefs Z. Zverkova and A. Rikhter, the senior
scientific associate V. Bushuyeva, and the scientific
associate N. Serebryakov, is making a serious attempt, in
our view, to come to understand the character of the
irresistible propensity of many industrial enterprises to
hoarding.

How the non-ferrous metallurgy enterprises of the Urals,
Siberia, and the Far East are utilizing material resources,
we, as they say, have been observing with our own eyes
for many years. During this time, the staff members of
our branch have already made several calls on each
enterprises with audits of the working capital. And every
time they had to encounter a sad regularity: The growth
of the material reserves exceeds the established norms
and rates for the increase of the output of production
volumes. Even the transition to the new conditions of
management has not had a sobering effect, in spite of the
fact that they bear property responsibility for the non-
observance of the maximum level of stocks of material-
technical resources, and cost accounting and self-fi-
nancing, it would seem, directly arouse interest in the
reduction of material expenditures; production remains
wasteful of resources.

The shortage of many types of resources, as before,
confronts enterprise managers and plant material-tech-
nical supply services with a dilemma: To be punished for
wastefulness or to jeopardize the fulfillment of economic
contracts or in general to prove to be on the verge of a
production halt. As a rule, they select the first variant
and thereby they exacerbate the deficit, which arises
mainly because material values are excluded in large
quantities from economic circulation and accumulate in
the enterprises. In the sectors of the production sphere,
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for example, their stocks have already surpassed 300
billion rubles, while the entire growth of the national
income planned for the 12th Five-Year Plan comes to
124 billion rubles.

Are there forces capable of breaking the vicious circle?

We have already noted that cost accounting has not
exerted the effect in resource conservation we expected
from it. For the time being, it must be stated that cost
accounting relations have not yet attained the stage
where the consciousness of the production workers is
beginning to change to the side of economy. This is
evident even if only by the low level of economic work,
which is revealed already during the demand campaign.
The demand for resources for the next plan period is
declared without taking into account, as a rule, the actual
leftovers of materials, its reasonable limits are estab-
lished extremely approximately only by the records of
differences. Many workers in the departments for mate-
rial-technical supply cannot understand the norms of
maximum stocks of concrete types of resources. And
they completely confuse the type sizes and the assort-
ment of materials. Thus, at the warehouse of the Indi-
girskiy GOK [Ore-Refining Combine] of the Yakutzo-
loto Association, hose valves with a total value of
172,000 rubles have accumulated like dead weight
because the suppliers lowered their diameter in the
order. The same confusion occurs practically in all
enterprises with orders for working clothes, equipment,
and spare parts.

To this must be added that many supply workers in
essence even do not know the contents of the ballast
which burdens the economy of their enterprises—a spe-
cial account of the material values that are superfluous,
poorly utilized, and subject to sale or liquidation is not
kept. The following facts provide more than convincing
proof of this. At the Sadovskiy STsK [Lead and Zinc
Combine] materials accumulated that remained for 1 to
3 years without movement, worth 1.8 million rubles, at
the Gayskiy GOK—worth 760,000 rubles, at the Volga
Automobile Plant—worth 837,100 rubles, at the Baku
Powder Metallurgy Plant—worth 1 million rubles. The
warehouse accounting cards are kept in such a way that
it is impossible to establish since what time all of these
material values have become dead ballast.

During the past year, an analysis of enterprise reporting
data has been carried out in the sector for the purpose of
bringing to light resource leftovers. They proved to be
57.7 million rubles worth. Among them, the warehouse
directly of the USSR Ministry of Non-Ferrous Metal-
lurgy came to 15.7 million rubles. The channels of the
territorial organs of the USSR State Committee for
Material and Technical Supply accounted for the
remainder. Most of all, unneeded materials have accu-
mulated at enterprises located in the regions of the
activity of the Magadan Main Supply Administration—
worth 2.6 million rubles. In the territory that is served by
the Krasnoyarsk Main Supply Administration, they have
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been fixed at 2.3 million rubles, the Sverdlovsk Main
Supply Administration—at 2.1 million rubles. But this,
as journalists like to express it figuratively, is only the tip
of the iceberg. If one “dives” more deeply, a still more
impressive picture opens up. At one of the plants of the
sector, in the report according to Form 15-SN, the
leftovers of commodity-material values were expressed
by the figure 27,200 rubles, but in actual fact there
proved to be 457,000 rubles worth of them. Indeed, as
with the iceberg, the greater part is “under the water.”

The basic stream into the accumulation of above-norm
stocks of material resources, as follows from the figures
cited, flows through the channels of the territorial organs
of material-technical supply. And this, very likely, even
regularly. Working in accordance with the principle
“Take what is acceptable, what is useless”, they sell the
production ordered with a load, thus getting rid of their
own unmarketable goods. Of course, one cannot indis-
criminately attribute such a style of activity to all with-
out investigation. But for many territorial organs it is
highly characteristic.

The accumulation of unnecessary spare parts, instru-
ments and other products are in many respects the result
of such a flaw as the imbalance of orders of materials
with the dynamics of production. The inertia and the
short-sightedness of the workers of the material-tech-
nical supply departments of the enterprises lead to the
fact that reconstruction, technical reequipment, and the
development of the output of new products—all of these
actions, without which the development of production is
unthinkable, are frequently dragged out because of the
tardy ordering of the necessary materials and equipment.
The result—instead of the growth of production there is
growth of equipment withdrawn from circulation. Thus,
for this reason, in the gold-extracting factories there
proved to be refractory brick lining valued at several
hundred thousand rubles, which is useless for the new
grinding-crushing equipment. And, you see, this is cast-
ing in extremely short supply.

Because of the fact that in the orders of the suppliers the
changes in the project were not reflected in good time,
electrical equipment for 4 million rubles fell into the
class of non-liquid assets at the Achinskiy Alumina
Combine. Also conducive in many respects to the accu-
mulation of above-norm stocks of materials was the
prohibition—in effect until 1986—of their transfer to
outside organizations and for sale to the population.
Because of this, the presence of special screws, props,
bushings, and nuts exceeds the annual demand dozens of
times. Old materials for 4 million rubles were discovered
in the Yakutalmaz Production Association.

The excess of the permissible stocks of raw materials and
the excessive unfinished production are the result of the
preference of the enterprises for advantageous ores,
concentrates, and more labor-intensive semi-finished
products. For this reason, they neglect the waste prod-
ucts of aluminum production in the enterprises of
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Vtortsvetmet [State Trust for the Procurement and
Reprocessing of Secondary Materials] and use basically
aircraft scrap. At the Kirovgrad Copper-Smelting Com-
bine, which reprocesses the wastes of non-ferrous metals,
the scrap stocks of electric motors are sufficient for 23
years of work. At the Leninogorsk Polymetal Combine,
the leftovers of zinc cakes are estimated at several
million rubles worth.

At the present time, measures of an economic character
are being undertaken which in terms of their intention
should help “resolve” the excess stocks. If material
values accumulate above the norm, the bank stops
granting credit to the enterprise. Moreover, from the
profit that remains at its disposal, 3 percent of the value
of above-norm stocks are deducted. But these measures
are not always effective and do not restrain the passion
for accumulation. Why?

Above all, the norms for working capital being estab-
lished do not always reflect the true demand of the
enterprise for material resources. The instructions pro-
vide that they should be reconfirmed when there is a
change in the conditions of production as the result of
the reduction or increase in the output volumes of
products, the renewal of technologies among the suppli-
ers, and the more precise definition of delivery condi-
tions. But this rule is usually consigned to oblivion, and
the norms are not corrected in time.

It is also impossible to hope that, with the transition of
enterprises to cost accounting, they will automatically
begin get rid of material ballast. The science of resource
conservation will still have to be understood. And the
organs of material-technical supply, whose main task it is
to try to attain the acceleration of the turnover rate of
working capital and the reduction of the stocks of
commodity-material values, should help enterprises to
master the principles of economical management of the
economy. The developments of the scientific research
institutes of the USSR State Committee for Material and
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Technical Supply, connected with the organization of
warehouse accounting and the effective exposure and
effective control of the movement of material values,
will prove to be highly useful for them. But today the
access to such documentation is extremely limited, and
at times the enterprises simply do not know where to
search for the ends. You cannot cope here without an
intelligent, accessible, but by all means paid service.

Among the other measures capable of exerting influence
on the acceleration of the turnover rate of material-
technical stocks, the following can be proposed: First of
all, to establish material incentives for the workers in the
accounting and financial services of enterprises, mate-
rial-technical supply and marketing departments directly
dependent upon the reduction of above-norm stocks of
material-technical values. Secondly, to conduct a man-
datory quarterly inventory of the leftovers of unused raw
material and materials, and finished products for the
purpose of involving them in economic turnover or in
sale. Thirdly, in the case of tardy and incomplete deliv-
eries, not to pay for the products from the planned funds.
This rule should also be expanded to deliveries above the
order. Fourthly, the granting of accounting and purchas-
ing credit should be connected with the fulfillment, by
the enterprises, of the tasks with respect to the reduction
of above-norm stocks of commodity and material values.

And, finally, great assistance in the reduction of above-
norm stocks can be provided by the creation of a special,
all-union advertising and information newspaper, per-
haps even established on a cooperative basis. We must
precisely understand that the fat of above-norm stocks
accumulating with the years on the body of industry
already is calling forth the strongest case of short breath,
and it will not be possible to manage without active
treatment. And having understood, to start with such
treatment, regardless of how painful and difficult it may
prove to be.

COPYRIGHT: Izdatelstvo “Ekonomika”, ‘“Materialno-
tekhnicheskoye snabzheniye”, 1989
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More Independence for Labor Collective Councils
Urged

18280106 Moscow SOTSIALISTICHESKAYA
INDUSTRIYA in Russian 5 Apr 89 p 1

[Article by A. Buzgalin and A. Kolganov, candidates of
economic sciences: “The Right to Rights”]

[Text] A few practical recommendations for those who are
elected to the councils of labor collectives.

Not everyone knows that the idea for the creation of the
labor collective council originated at the workplace. The
Kaluzhskiy turbine factory provides an example. For
more than ten years its workers (true, not through an
STK [labor collective council] at first, but through a
brigade-leader council) have been deciding questions of
pay, setting of work norms, organization of labor, and
work schedules of the enterprise. Today’s environment
offers, of course, many more examples of the same type,
and indeed the range of challenges has grown wider. If
the council is able to meet them independently it
becomes the real master at the enterprise. But how can
the STK seize power in practice? Just seize it; not every
director will hurry to share power with the newly-created
democratic organ. The members of the STK may have to
g0 to the rayon committee or city committee for support
or enlist the services of the press. These days that helps;
only tenacity and persistence are needed.

First of all the council must win from the administration
the right to determine the KTU [labor input ratio] and,
even better, the wages themselves, including those of the
director. Such a measure, as experience shows, demon-
strates better than most that the STK enjoys rights equal
to those of the administration, and that it is respected
and possesses authority. This is actually a tactical step. It
is still necessary to solve the problem of the strategic
objective: to make the STK the spokesman and guide of
the collective’s interests. For that, much time and
strength will be needed.

By itself the council will not be able to regulate self-
management. A system of workers’ organs (commissions
and groups) is needed for counsel on concrete problems:
payment for work, setting of norms, allocation of the
cost-accounting funds of the enterprise, control... These
commissions must be open to any member of the collec-
tive. If you want them to set you a realistic norm, to pay
you a just wage, well then, participate in the work of the
commission. If you do not know how, learn how. You are
lazy, you do not have enough time? Then do not be
surprised when your interests and the interests of your
sluggish comrades are not respected. Self-management is
work, not charity.

If experience convinces the workers that self-manage-
ment helps them solve vitally important problems, the
STK will be guaranteed support from below, and that is
paramount. The STK, social organizations, and admin-
istration will coexist in the self-management system.
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And it must be arranged in such a way that all these
organs do not hinder one another and their activities do
not run counter to the principle of undivided authority.

Most importantly, how will the interaction between the
STK and the administration be regulated? We will start
from the following principle: the labor collective and its
council are the legislative organ. The principal task of the
STK is to decide strategic and long-range economic
questions. The responsibility of the administration is to
implement the democratically formulated decisions, and
to exercise routine management of the enterprise. At the
stage of the formulation of decisions there is maximum
democracy, broad initiative, and authority of the coun-
cil. At the implementation stage there is strict discipline
and sovereignty of the administration; the council and
its commissions exercise only the right of control.

How will subordination of the administration to the
collective be guaranteed? Practical experience prompts
the solution. For example, at the Kaluzhskiy turbine
factory the brigade-leader council has possessed for more
than ten years the right of “veto” over the decisions of
the administration. An STK holds the right of “veto”
(within the bounds of its competency) over the PO
[production association] of the Cryogenics Engineering
Works (Moscow Oblast) and of many other enterprises.
Correspondingly the administration must have the right
of “veto” on decisions outside the bounds of competency
of the council.

It is to be expected that the functions of the council and
the local trade-union committee overlap in many areas.
Nonetheless the STK is necessary, even if only as an
organ which will possess a broader authority and thus
will not be subordinate to sectoral or territorial trade-
union leadership. Practical experience of the interaction
between STK and local trade-union committees
prompted the simplest resolution of the problem—the
creation of joint workers’ commissions. The trade
unions have jurisdiction over socialist emulation, hiring
and firing, labor conditions and safety, and workers’
vacations... The council—economic considerations, per-
sonnel policy, etc.

And it is appropriate to emphasize one more task of the
trade union under the new conditions. That is the
protection of the individual from the “group egoism” of
the collective, whose will the STK expresses. Often (there
are already many such examples) the STK itself illegiti-
mately encroaches upon the independent interests of one
or another group of the workers at the enterprise.

The role of *supreme” coordinator is appropriately
granted to the STK as the “‘stronger,” more authoritative
organ. And if there is a conflict? Let a general meeting
resolve it, since all the members of the collective are at
the same time members of the trade union. Relations
between the council and party committee of the VLKSM
[Leninist Young Communist League] can be established
in much the same way.
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The question of interaction between the STK and the
brigade-leader council, the People’s Control, and the
women’s council can be settled somewhat differently.
We propose the following variant: all the organs become
the foundation for corresponding workers’ commissions
in the STK. A commission for the brigade organization
of labor acts on the foundation of the brigade-leader
council and the brigade councils, a control commis-
sion—on the basis of the People’s Control organs, etc.
Then these social organs will not only coordinate their
activities, but will also share that power which the STK
possesses and which no one of these organization possess
separately.

The enterprise does not live in a vacuum. It has cooper-
ating enterprises, it has a “parent organization”—a
higher command. Ideally the responsibility of the collec-
tive is to implement adopted resolutions, showing a
maximum of initiative at the pre-planning stage: until
the plan, order, or norm is approved, the collective may
obtain changes to it. But if irrational resolutions are
adopted? In that instance the collective and its council
can and should demonstrate initiative and show, with
facts at hand, that the resolutions of the ministry or other
organ run counter to the interests of the enterprise. The
STK should address itself to Soviet and party organs, to
the People’s Control, and even to the courts, demanding
changes to the groundless resolutions.

The workers, as no one else, know that their strength lies
in association. If the council of one enterprise is weak,
then the amalgamation of the forces of the STK’s of all
the enterprises of the sector or city offers strength. Such
associations are springing up right before our eyes: a city
conference of motor transport enterprises took place in
Vilnius, in which a resolution was adopted creating in
the republic a council of labor collectives for the sector.
A coordinating council of chairmen of STK’s functions
in Riga. Councils in a number of sectors are beginning to
operate. Progress is slow, but the prospects are substan-
tial. A union of the forces of sector STK’s with the
activities of consumer unions, ecological associations,
scientific-technical societies, and de-bureaucratized
trade unions can become a practicable road to self-
management of the people in the economy. However itis
important not to turn such unions into a new adminis-
trative apparat, nor to tolerate the subjugation of the
councils of the separate collectives to their own associa-
tion, having steadfastly guaranteed the union’s voluntary
participation.

It does not pay to labor under a delusion: self-manage-
ment in the labor collectives is making its first steps.
Experience with it is very limited. However, the field for
investigation and experimentation gets broader all the
time, and the main point here is not to wait for
“important instructions,” but to begin to act ourselves,
from below, orienting ourselves toward the letter and the
spirit of the new party resolutions. At the same time we
must understand that self-management is an innovation
and that mistakes are unavoidable. As a result it is all the
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more important for each of us to have patience. Our
public laboratory for self-management is prepared to
offer help within its powers, and on 24 April the eco-
nomics department of MGU [Moscow State University]
will offer night school on this subject. We invite the
councils of workers’ collectives to participate in its
courses.

Contrasting Views on Millionaire Co-Op
Members Aired

Two Opinions Presented
18280107 Moscow TRUD in Russian 6 Apr 89 p 2

[Interview with G. Muravyev, Candidate of Economic
Sciences and Yu. Borozdin, Doctor of Economic Sci-
ences by TRUD and TASS correspondents]

[Text] Two opinions concerning the problem of rapid
enrichment of some cooperators.

The sensational news concerning the monthly earnings
of a cooperator, on the order of 3 million rubles, contin-
ues to boggle the mind. Thousands of television viewers
recently waited at some length for their meeting with this
Soviet Rothschild, as promised by the “Vzglyad” Pro-
gram. Artem Tarasov, a humbie and even shy individual,
albeit truly confident in the fact that he who works hard
will earn more, has acquired a great deal for himself.

Following this broadcast, TRUD and TASS correspon-
dents held an interview with two specialists: Candidate
of Economic Sciences G. Muravyev and Doctor of
Economic Sciences Yu. Borozdin. Although the same
questions were asked, the replies were different. Who
was more correct? The readers can judge for themselves.

[Correspondent] The account of this cooperative has
been frozen in a Moscow bank. Its leader has recom-
mended that a public investigation be organized in the
interest of recovering its losses from USSR Minfin
[Ministry of Finances]. What is your opinion in this
regard?

{Muravyev] Well, we must still examine the situation to
see just who is obligated. Indeed, at the time the coop-
erative warehouses were being erected, there were some
construction projects that were being held up owing to a
shortage of materials. The new businessmen with “‘suit-
cases filled with money” even procured freight cars
which were in short supply. It is known how the entire
chain of contractual obligations throughout the country
was disrupted owing to the fact that freight cars were not
made available on schedule for the shipping of finished
products from just one plant.

The question with regard to the development of cooper-
ation was initially resolved as an opportunity to draw
pensioners, students and housewives into the national
economy. But as a result we witnessed a strong loss of the
more skilled specialists to cooperatives. This occurred
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even if the cooperative was engaged in the making of
pastries. But when a private craftsman is introduced into
a single economic organism, we can then await an
imbalance.

[Borozdin] I view the idea of such an investigation in a
positive manner. For this is primarily glasnost. Not only
in connection with the conflict that has arisen, but also
from the standpoint of the operational problems of
cooperatives on the whole. We have the Law Governing
Cooperation. Ideally, all questions concerned with the
interrelationships of cooperative and state organizations
must be examined from a legal standpoint. Actually, one
often encounters the determined pressure of depart-
ments which forbid the opening of certain cooperatives
or which create for them complicated and at times
ruinous conditions. This is why a public investigation is
considered necessary. In my opinion, the law was clearly
broken in this situation involving 180 million rubles. But
by whom? If the actions of the cooperative were not in
conflict with the law and if USSR Minfin wilfully froze
the cooperative’s account, then the latter broke the law.
If the money was earned in an illegal manner, then we
have an entirely different situation. The matter should
be investigated.

What are the cooperatives reproached for most of all?
The standard accusation: they divert raw materials,
other materials, transport and man-power and thus they
disrupt the normal operations of state enterprises by
*““encroaching upon” the national economic mechanism.
This is so if we view cooperatives as a type of alien
phenomenon that has been temporarily authorized for
economic activities. If we consider their work to be legal,
then the question should be posed differently. Based
upon the rudiments of economics—a comparison of
expenditures against the final result.

[Muravyev] And who is keeping count on how many
disruptions in deliveries have occurred as a result of the
work of this cooperative, which seemingly magically
received somebody else’s funds for its needs. An incur-
sion into national economic plans (and thus badly bal-
anced) leads to disproportions. And the overall loss in
this instance certainly cannot be compared to the profit
of the cooperators.

[Correspondent] At the present time, many inspections
are being carried out by financiers, people’s control,
deputy committees and the OBKhSS [Department for
Combating the Embezzlement of Socialist Property and
Speculation. But many believe that this is not enough
and that “stern punishments” should be handed out to
such cooperators.

[Muravyev] In my view, this should be done because
they are violating one of the basic principles of our
society: “From each according to his ability—to each
according to his labor. Beyond any doubt, initiative and
interesting ideas must be stimulated. But in amounts
which are considered by society as a whole to be fair.

LABOR

Indeed, we are not surprised, for example, by an award
of 20,000 rubles being issued to the most deserving
inventors. Yet we are properly bewildered by a life-long
addition of 500 rubles to the wages of these same
academicians.

[Borozdin] It is believed that all of this is the result of our
age-long stereotypes with regard to understanding the
principle of “to each according to his labor.” What must
be rewarded--the work process or its result? Over a
period of years we have already paid for that which an
individual was credited with having accomplished at a
particular enterprise or organization and it is listed there
in the official schedule. Herein lies the explanation for
such problems as wage-levelling and the absence of
stimuli for truly efficient work. The radical economic
reform is placing everything in its proper perspective:
the single objective criterion for work—its result. And
what was the result for this particular cooperative? It has
to do with an income of many millions of rubles and
naturally with the fact that each member of the cooper-
ative is entitled to his share of the income. This is
precisely the question. Here I am in agreement: using a
system of taxes and tariffs, the state must regulate the
income from profit and particularly from the excess
profit. This is being done throughout the world. Taxes
can truly be high—up to 90 or more percent. This is fair.
But I emphasize that all of these tax rates and scales must
be established by the state.

When such a system is available, we will then be able to
state just how valid are the earnings of Artem Tarasov or
any other cooperator. As is known, a law governing the
taxation of state and cooperative enterprises and private
individuals is under development. But as yet nobody is
able to determine if earnings of 20,000 rubles, for
example, is legal and 25,000 rubles—illegal.

[Correspondent] It is somewhat disturbing to learn that
cooperators sold abroad not their own but rather
national products.

[Muravyev] Yes, here we have a true lapse in the laws. It
is difficult to understand how a cooperative could appear
not as an intermediary in the sale of products to a state
enterprise on the foreign market, but rather as the owner
of entire trainloads of phosphates and other materials
that were not produced by it. A game played for the
difference in prices between the domestic and foreign
markets is indeed profitable. But these dividends must
g0 to the owner and not to the intermediary. Beyond any
doubt, a commercial idea must be encouraged from both
a material and moral standpoint and in a manner so as
not to violate social fairness in the process. These ideas
can even be circulated and sales expanded, but only after
agreement has been reached with society. It is believed
that only the Supreme Soviet, in an open discussion by
its deputies, can accept or reject such initiatives. Many
factors must be weighed here, including the availability
of additional workers and equipment and the value of a
particular raw material.
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[Borozdin] If the function of a cooperative is to serve as
an intermediary, then it must buy from someone and sell
to someone. And naturally it must strive to purchase at a
cheap rate and sell at a high price. It makes no sense to
do otherwise. If the phosphates and other materials sold
abroad produced good profit for both the cooperative
and the state, where is there any harm done? Obviously,
assuming that these raw materials were not stolen, none
of our laws or moral norms were violated. The fact that
the enterprise which sold the raw materials to the coop-
erative at sub-standard prices suffered a loss is obviously
another matter: it obviously had no idea as to how much
money could be earned. But this question has to do with
the competence of its leaders. What prevented them
from including the following point in the agreement with
the cooperators: if the intermediary obtains a profit
greater than a stipulated amount, then he will withhold a
definite percentage for the seller?

[Correspondent] Are you personally against coopera-
tion?

[Muravyev] Certainly not. It presents tremendous
opportunities for displaying creative initiative, of which
there is a shortage in the sphere of production. I am
disturbed only by the unhealthy distortions and the
excessive growth in earnings compared to growth in
labor productivity. If this is permitted for cooperators,
they why is it forbidden for state enterprises which are
operating well?

Such individuals as Artem Tarasov can be of great
benefit to the country. These energetic entrepreneurs
emphasize that excess profit for their own consumption
is generally not needed. It is the work itself that is
important. We have many people who have agreed to
convert their “business” into well paid work in behalf of
society. So let us help them: let us create conditions that
will enable these people to perform work in behalf of the
state. This requires a planning and administrative staff
for orders and control that is subordinate only to the
soviets and also a flexible economic mechanism.

[Borozdin] I favor this but I am against counting the
money in someone else’s pocket. I also oppose a system
in which, under the guise of state interests, the principles
of the cooperative movement are distorted. When men-
tion is made of unhealthy distortions in cooperatives
that lead to excessive growth in wages over growth in
labor productivity, I perceive the use of an incorrect
approach. Because this is typical of many state enter-
prises which are dependent upon society for their exist-
ence. But cooperatives rely only upon their own
strengths. Distortions certainly exist, but let us combat
the real problems and shortcomings.

Let us also create laws which are wise and fair and which
will regulate the diverse economic relationships in our
country and which will guarantee stability and confi-
dence in the future for all workers regardless of where
they are working.

LABOR

[Muravyev] I cannot agree. If we have in mind a legal
society, then the “counting of money in someone else’s
pocket” is proper. It is realized in civilized countries
with the aid of income declarations. The matter is not
one of idle curiosity. You must admit that the “matter of
3 million rubles” provided a powerful impulse for ques-
tions to be asked, the answers for which are of vital
importance to us. For example, there are the following
questions. What do we need the most: 180 million rubles
in the account of a particular cooperative or the goods
and services which we lack? Will it not turn out that any
millionaire who is able to exist on interest will exploit
someone else’s labor? And will he not include in social
production his own relatives and heirs?

Let us discuss these questions in a more detailed and
open manner.

Letter To Editor
18280107 Moscow OGONEK in Russian
No 12, Mar89p 4

[Article by V.V. Gurevich, Candidate of Technical Sci-
ences and senior scientific worker at a scientific research
institute]

[Text] The author of this letter to the editor lives
exclusively on his wages and does not wish to become
either an illegal or legal millionaire, but does hope that
our children will live in a flourishing state.

During his meeting with representatives of the working
class in the CPSU Central Committee, V.S. Chicherov, a
brigade leader for fitters and mechanics of the Leningrad
Metallic Plant Production Association, expressed dissat-
isfaction with the “large unearned income” of coopera-
tors.

The people were especially indignant regarding the noto-
rious earnings of 3 million rubles by one of them and are
demanding that a campaign be waged against such phe-
nomena.

A fitter at the Cherepovets Metallurgical Combine, Yu.V.
Arkhipov, was dissatisfied with the card-coupon system for
supplying products, on the basis of which a worker receives
a half kilogram of sausage monthly.

It is no secret that there are illegal millionaires in our
country who achieved their status through thievery, bribes
and speculation in commodity shortages. Many are writ-
ing about this at the present time.

And then we have an enterprising and industrious indi-
vidual who succeeds in selling to the West products which
are produced in the USSR but not needed by anyone here,
acquiring the needed consumer goods for currency, selling
them within the country at the state price and thus
earning millions—and we become indignant over this.
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If we could find 1,200 such people—indeed our stores
would be overflowing with consumer goods. Let these
resourceful and energetic people become millionaires (or
billionaires) and allow us to purchase all types of goods,
including sausage, even sausage for our cats to eat.

Thus, what is your preference?

COPYRIGHT: Izdatelstvo “Pravda”, “Ogonek”, 1989.

Goskomstat Survey on Working Hours,
Performance in Industry

18280095 Moscow IZVESTIYA in Russian
18 Mar 89 p 1

[Article by Yu. Rytov: “How Many Hours in a Day?”]

[Text] The USSR State Committee for Statistics [Gosko-
mstat] surveyed the work routine of 5700 associations and
enterprises in the leading branches of industry with a
work force of 5.1 million persons. This is 18 percent of the
total number of enterprises and 27 percent of the total
work force here.

How many hours are there in a day? (The reader already
understands that we are talking about working days and
working hours.) To date, not very many. On the day of
the survey, the shift coefficient, calculated as the ratio of
the total work force to the number employed in the
heaviest shift, was 1.46. This means that our industry
did not even reach the level of 1.5 shifts! Moreover we
must also not forget: behind the average coefficient also
stands enterprises with a continuous production cycle.
Hence for the other enterprises, this indicator is still
lower. The share of the continuous work force in a shift
in the USSR Ministry of Instrument Making, Automa-
tion Equipment, and Control Systems, for example, is 70
percent.

I will now remind the readers of an initiative that was
sensational 3 years ago but that has for abated somewhat
of late. The idea that was expressed by Leningraders was
extremely simple and promised a colossal economic
effect. They proposed fully utilizing progressive equip-
ment in two and three shifts at enterprises. As a result,
enterprises freed themselves from the other, obsolete
equipment. The production area that became available
was used for reconstruction and for installing new
machine tools and equipment. The funds economized in
this way were channeled into the social sphere: housing
construction and sociocultural facilities.

The idea was enthusiastically taken up in other regions.
Economic managers shared their optimistic plans with
satisfaction. But...

I turned to this topic about a year ago. (See IZVESTIYA,
No 1