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The Legacy of the Socialist Economy: the Macro- and Microeconomic Consequences of Soft Budget Constraints

The protracted recessions in a number of transition economies are frequently explained with reference to the excessive radicalism of economic reforms, the misapplication of monetarist prescriptions, and a failure to understand the role of the state. In this connection we will attempt to analyse the relationship between the toughness of fiscal policy, the speed of fiscal and monetary stabilisation, and the pace of adaptation of the enterprise sector to working in conditions of a market economy.

Almost all post-socialist countries encountered the problem of fiscal crisis during late socialism, and were faced with the necessity of getting rid of the monetary overhang which built up during the socialist period and also of an appreciable leap in inflation at the start of the transition.
 In this connection, it is possible to divide countries into two groups: (i) those which were capable of counteracting fiscal crisis with tight monetary policy and over a short period of time succeeded in cutting inflation down to moderate levels; and (ii) those where monetary policy was soft, the rate of nominal money supply growth fluctuated sharply, and the period of high inflation was prolonged. Roughly speaking, the economic policy conducted in the first group of countries can be called ‘monetarist’, and in the second group ‘populist’.

The choice of quantitative criteria for separating the ‘monetarist’ group of countries from the ‘populist’ group (the length and scale of disinflation) inevitably involves a subjective  element. However, bearing in mind that Poland has the firm reputation of a country which implemented ‘shock therapy’ including the area of monetary policy, we will place in the ‘monetarist’ group those countries which achieved disinflation in a period and on a scale similar to, or faster than, Poland (reducing average monthly inflation rates to 3% or less per month within three years following price liberalisation); and in the ‘populist’ group, those countries in which disinflation turned out to be a much more protracted process. 
 First we will analyse the situation in countries which implemented a policy of rapid disinflation and its relationship with change in enterprise behaviour, and then we will try to compare them with the macro and microeconomy of countries in which monetary stabilisation was delayed.

I.

Highly industrialised socialist economies are characterised by the inefficiency and non-viability under market conditions of a substantial section of enterprises. Economic development in the USSR and COMECON countries in the 1970s and 1980s was strongly influenced by the appropriation of sizeable oil rents made available by the exploitation of western Siberian oil fields and favourable conditions on the world oil market. The abrupt drop in oil prices in the mid-1980s intensified the crisis in enterprises which had been set up under socialism.

In this context, the drop in levels of production in post-socialist countries during the first 3-4 years following the collapse of socialism has been general and extremely weakly linked to the economic policy pursued.

Another feature of the late socialist economy was the existence of monetary overhang – the money mass exceeds the demand for money displayed by economic agents and this manifests itself in goods shortages. The socialist economy is an economy of suppressed inflation. In conditions of fixed prices the state can easily increase the money mass. The surplus money supply engendered by financing the budget deficit or by crediting enterprises in the state sector does not translate into higher prices, but accumulates in the form of forced savings and unsatisfied demand for goods and services.

An economy of suppressed inflation can function stably if the state determines the volume and structure of enterprise production and distribution of output on the basis of charging specific enterprises with certain tasks, the failure of which leads to harsh sanctions for the managers responsible. The collapse of the hierarchical economy tightly linked to the authoritarian political regime demanded the introduction of market mechanisms of coordination. In turn, liberalisation of prices and of economic agents radically changed the environment in which monetary policy was conducted. Now surplus money supply leads to a worsening of the deficit and to an acceleration of inflation. While under socialism the consumer had no choice between saving or purchasing goods at a higher price, after price liberalisation the consumer did have such a choice. And it is this which reveals the real level of demand for money. The key factors determining this are: prior monetary history, the level of confidence in the national currency and in the stabilisation efforts of the government.

Thus, the two major macroeconomic processes which post-socialist countries have encountered are a sharp drop in production and in the real money mass. Moreover, as a rule the drop is much greater than that expected by the government which initiated the reforms. This is the source of theories which appear in economic and political debates immediately after the start of reforms, linking the fall of production to an excessive money and credit squeeze, and proposing to increase rate of monetary growth in order to stabilise production.

Where governments proved resistant to such proposals and monetary policy was tight, the inflationary wave produced by liquidating the monetary overhang quickly fizzled out, the inflation rate fell, and demand for the national currency and the real money mass started to grow.

In those cases where there was a softening of monetary policy and the government tried to support production by increasing the money supply, the process of disinflation proved much more protracted.

Serious structural shifts in the economy occur in reaction to the start of economic reforms and tight monetary policy. During the transitional recession which lasts 3-4 years, the share of population employed in industry falls and the share of industrial output in GDP also, while employment in the services sector grows as does the share of the latter in GDP. Serious shifts occur in the structure of industrial production itself. The most dynamic part of the economy, as a rule, is the private sector which emerges not so much on the basis of privatised state enterprises, but alongside them.

The first macroeconomic indicator revealing an imminent upsurge in the economy is the growth of exports in convertible currency, which normally starts immediately after price liberalisation, and is followed by general growth of exports. From the second year of reform, as a rule, the level of real incomes and real wages stabilise and start to grow. Investment dynamics lag behind output dynamics. The growth of capital investment starts usually only after a general economic growth begins.

In countries which conduct radical reforms which ensure rapid disinflation, the transitional recession is pronouncedly Schumpeterian in character. Resources which were previously tied up in inefficient and non-viable enterprises are quickly redistributed to enterprises and sectors which are capable of competing in harsh market conditions. The general growth in production begins when the growth of output in the new private sector, and also in that part of the state sector which is able to adapt to the new conditions, proves capable of more than compensating for the continuing  cuts in ineffective enterprises inherited from the socialist period.

They key role of structural changes and the emergence of a broad section of enterprises capable of competing in the marketplace for the success of market reforms, demands that special attention be devoted to the mechanisms which underpin them. An important cause of the economic stagnation and crisis of socialism which led to its collapse was the absence of institutions in the socialist economy which ensured the generation and introduction of efficient innovations and the automatic redistribution of resources to economic units capable of using them effectively.

Creating an environment which provides such incentives has been a strategic goal of the post-socialist transition. In a developed market economy the most important mechanism for ensuring this is a hard budget constraint for enterprises.
 Enterprises which are incapable of using resources efficiently and are not using the most rational production methods become uncompetitive, start to experience liquidity problems and become loss-making, their managers lose their jobs and owners lose their property. It is the strong link between effectiveness/financial stability and the maintenance of control over the corresponding resource flows which is the most important mechanism giving the market economy the edge over its socialist competitor.

In a socialist economy budget constraints are soft. Whether a manager keeps his job or not directly depends on his loyalty to those above him and on the fulfilment of production tasks considered by them to be important, but not at all on the efficiency of resource use and positive financial results. The amount of financial and credit resources allotted to enterprises is determined by hierarchical bargaining and is extremely weakly linked to financial results. The obvious negative consequences of this state of affairs in providing incentives for effective production led to the development of the concept of ‘market socialism’ –  the fundamental characteristics of the socialist system are preserved (the dominant role of state property and authoritarian political control by the communist party) while giving enterprises considerable autonomy in everday operations, in choosing the structure of production and counter-parties, and financial results become a very important criterion for measuring performance.

Experience of the functioning of the socialist market economy has shown that under these conditions budget constraints remain soft. Even the enterprises which are formally proclaimed to be autonomous remain part of a single socio-political structure in socialist society. The managers’ careers and the preservation of their positions are to a much greater extent determined by relations with upper levels of the hierarchy than with the results of their work. The enterprise is part of the state. Even poor performance is not grounds for cutting the resources allotted to an enterprise, let alone for closing it down. The production capacity created during socialist industrialisation continues to be used regardless of its efficiency. Enterprises which operate in conditions of market socialism react much better than traditional socialist enterprises to changes in consumer demands and are better able to compete in terms of quality of output on domestic and foreign markets. However, incentives to raise efficiency still remain weak and there is no functioning mechanism for the automatic support of innovations. The low level of financial discipline in ‘market socialist’ enterprises leads to the spread of non-payments; a situation prevails in which enterprises fail en masse to fulfill financial obligations to one another, and fail to fulfill their credit obligations to banks, and yet this leads neither to enterprise bankruptcy nor to change in management.

The immediate reaction of such an enterprise to the challenge presented by radical economic changes (liberalisation of prices and of the foreign trade regime, the collapse of COMECON etc) is to let mutual non-payments balloon. They serve as a shock-absorber weakening the connection between the changing conditions in enterprises’ external environment (free prices, convertible currency, competition from imported goods etc) and the slow adaptation of economic units to these conditions. An enterprise which is incapable of producing and selling products which are competitive on the market and therefore do not generate sufficient financial resources, is not only able to continue operating, but also preserves its access to resource inputs paying for them by the build-up of debts.

The fact that a state enterprise cannot be closed because it has no money is as abundantly obvious to its manager as it is to the state officials who are in a position to apply tough sanctions. Moreover, the legal and organisational underpinnings which guarantee strong financial discipline in a stable market economy do not exist. There is no experience of using bankruptcy legislation, or legislation permitting the seizure of enterprise property in settlement of debts. Relations between enterprises and the state on account of mutual financial obligations reproduce the hierarchical bargaining which is characteristic of socialism. It becomes clear that an enterprise can accumulate tax arrears without serious consequences either for the enterprise itself or for the management team. In these conditions, a number of factors of importance in the bargaining process around real tax obligations come to the fore. If non-payment by enterprises and the lack of money on their accounts are grounds for lowering real tax demands then that creates huge incentives for increased non-payments and the demonstration of impecuniousness.

The consequences of hierarchical bargaining and soft budget constraints becoming entrenched is of fundamental importance not only for the financial position of the state. In conditions of soft budget constraints mechanisms ensuring the redistribution of resources to economic units which are capable of using them efficiently do not function. The managers and owners of uncompetitive enterprises are able to preserve their control over the corresponding resource flows.

In traditional socialism soft budget constraints and weak financial discipline are compensated for by the strong accountability of managers in the fulfilment of certain plan targets which are deemed critically important by the upper levels of the hierarchy. In market socialism the link between enterprise management, the state and the ruling party is weaker, but as before the state controls important personnel appointments. After the collapse of socialism, with persisting soft budget constraints, enterprises find themselves in a unique position: weak administrative accountability is combined with weak financial discipline. An enterprise is not under obligation to fulfill quantitative production targets, and can be chronically loss-making and insolvent without harsh sanctions being visited upon the management. The evolution of former state enterprises towards entrenching soft budget constraints occurs organically, and is determined by the existing traditions of enterprise-state relations, by managerial experience and the condition of the legal infrastructure.

The most important factor counteracting such a turn of events in countries which implemented a policy of forced disinflation is the harshness of financial constraints acting upon the state itself. A stabilisational monetary policy limits the size of permitted budget deficit and of financing it through emission.  Not staying within these limits is tantamount to admitting that the chosen strategy for transition to a market economy and the course of forced convergence with Europe has failed. The overwhelming majority of post-socialist governments have been faced with transitional fiscal crises and budget problems caused by the erosion of sources of state revenue and obstacles inherited from the socialist period.
 In this situation refusal to apply tough sanctions to delinquent enterprises, allowing them to accumulate tax arrears, is incompatible with maintaining adequate revenue levels for the state budget. A reformist government has to choose between tough budget constraints on the state and, accordingly, a hardening of enterprise budget constraints, and the growth of budget imbalances heralding the collapse of the stabilisation policy. It is the exigences of the budget which force the state to be tough on their own enterprises, forcing market norms of behaviour on them (see Chart 1).
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The hardening of financial constraints on state enterprises not only changes the enterprises’ priorities but, no less importantly, leads to the active redistribution of resources freed up by them to the rapidly growing new private sector. In this sector, in the absence of traditional ties with the mangerial hierarchy, traditions of hard budget constraints become entrenched from the very beginning. The low level of financial discipline of former state enterprises, particularly major ones with good political contacts, means that the tax arrears concentrated in them remain a serious political and economic problem for many years after the beginning of market reforms; however the size of this sector quickly decreases and it stops playing a dominant role in the economy.

Toughening the financial discipline of enterprises has significance which goes well beyond the problems of the state budget. Enterprises are forced to react more rapidly to changes in market conditions and in relative price levels. The inability of enterprise management to ensure the production of competitive products leads to a loss of control over resource flows. There is fast turnover in the economic elite and advancement of those capable of working in market conditions. There is a convergence in the standards of post-socialist enterprises with the standards characteristic of developed market economies. The enterprises which work under hard budget constraints do not have tax arrears and become the main motors of incipient economic growth.

The experience of Czechoslovakia provides a distinctive illustration of the link between budget problems and the dynamics of restructuring enterprises.

Czechoslovakia inherited from the socialist period a fiscal system which had minimal imbalances. The state budgets in 1988-1990 had deficits which did not exceed 1% of GDP and rates of monetary aggregate growth were stable and low. In 1990, on the eve of price liberalisation, the new democratic government produced a budget with a primary surplus (0.7% of GDP). The reduction of the extremely high revenues and expenditures which had been characteristic of the socialist period was a conscious policy of the Czechoslovak government. The maintenance of a satisfactorily functioning tax system saved the Czechoslovak authorities from the fiscal crisis which many post-socialist countries suffered. Moreover, after the split of Czechoslovakia, the Czech republic which had been a net contributor to the federal budget effectively acquired additional financial resources.

However, an important difference between Czechoslovakia and Poland or Hungary was the almost complete absence of a private sector in the pre-reform period. Under the new conditions, the Czechoslovak state enterprises encountered serious financial problems. The strong position of the state budget allowed the authorities to combine tough budget and monetary policies at the macro-level with tolerance of soft budget constraints in the state enterprise sector. The law on bankruptcy adopted in 1991 was effectively suspended. In 1991-1992 there were no cases of bankruptcy or liquidation of large or medium-sized enterprises. As a result the Czechoslovak enterprises responded to the challenges presented by the radically changing environment in a manner typical of enterprises in market socialism – by expansion of mutual non-payments.

Only in April 1993 was it possible to implement bankruptcy legislation to halt further growth of mutual arrears.

The restructuring of enterprises, the freeing up of resources and the development of the new private sector moved much more slowly than in Poland. A clear indicator of this is the low level of unemployment. The combination of tight budget and monetary policies at the macro level and soft budget constraints at the enterprise level meant that the Czech Republic demonstrated a combination of low inflation (from 1993 less than 10% per year) and low unemployment (less than 3% of those employed throughout the whole period) which was unusual for transition economies.

However the price paid was the long-term preservation of inefficient enterprises, the holding back of structural improvements, and the preservation of a managerial corpus which had not adapted to market conditions. As a result, the growth of GDP which began in 1994 was slow and unstable, and in 1997 turned into a new recession.

To resolve the problem of raising enterprise efficiency the Czech authorities were the first to focus on rapid, mass privatisation using vouchers. The basic hypothesis behind it was the belief that control by an owner would force former state enterprises to radically change their operations and raise the quality of management. Practise showed that in the absence of hard budget constraints the behaviour of privatised post-socialist enterprises which preserve close ties with the state and can accumulate arrears is similar to the behaviour of state enterprises. The major role of insiders in privatisation and the preservation of the previous managerial elite in managing the privatised enterprises which is characteristic of the overwhelming majority of post-socialist countries, makes it impossible to break the traditional ties of former state enterprises with the state.

Thus, an analysis of countries which conducted tough anti-inflationary policies at the start of the transition period shows that the fall in output and the ratio of money in GDP are unavoidable features of the initial phase of post-socialist transition. Providing that policies of steady, low monetary growth rates and minimal monetary financing of the budget deficit are pursued, the inflationary leap engendered by the liquidation of the inherited monetary overhang can be quickly brought under control. The rapidly growing new private sector, as a rule, provides the motor of economic growth. Furthermore, rapid, major structural shifts in production and employment are characteristic for the transition process. Under these conditions the evolution of enterprise behaviour adheres to the following scheme:

1. Soft budget constraints and the reproduction of behaviour inherent in market socialism are the norm for former state enterprises at the start of the transition period. The trend of growing mutual non-payments is one manifestation of this. If the state does not resist by pursuing a policy of toughening financial discipline, this behaviour becomes entrenched and is preserved even after privatisation.

2. The financial problems of the state and the need to control the budget deficit in order to hold inflation in check are the most important factors pushing post-socialist governments to ensure that enterprises follow a tough financial regime.

3. Only the entrenchment of hard budget constraints brings norms of post-socialist enterprise behaviour into line with those accepted in developed market economies and with those that form the foundation of modern microeconomic theory. The fundamental hypothesis of modern microeconomy about enterprises striving to maximise profits does not apply to post-socialist enterprises with soft budget constraints. Instead a fundamentally different system of behavioural norms develops, differing both from traditional socialist and standard market systems. These processes are most developed in countries with slower implementation of post-socialist reforms and where the period of high inflation is more protracted. We will therefore examine them in more detail in the the next section.

II.

A distinguishing feature of those countries which manage to achieve rapid disinflation and create the basis for the revival of economic growth is the consensus within the political elite concerning the choice of strategic developmental course for the country. Despite changes in government these countries have striven for rapid integration and convergence with the European Union. This has made it possible to place a de facto veto on large-scale experiments with economic populism. In the course of election campaigns populist policies have regularly been endorsed, proposing that economic problems be resolved through major monetary financing and increased budget expenditures, but they impinged weakly on economic policy.

In the overwhelming majority of countries of the former USSR, and also in Romania and Bulgaria, there was no such consensus. In these countries the choice of economic course was the subject of acute political battles, and fiscal and monetary policies conducted were subject to sharp fluctuations. In some of these countries, the governments from the outset attempted to implement ‘soft’ or gradualist reforms (Romania, Ukraine et al.). In others, initial radical reforms did not have enough political support and were quickly superseded by soft monetary and budgetary policies (Russia and Bulgaria). The result was that high rates of inflation endured for an extended period and financial stabilisation was delayed. Further developments have demonstrated that sustained high inflation leads to a number of micro and macroeconomic phenomena which are stable and have significant influence on the further development of the national economy, holding back economic growth and creating financial instability.

As in the countries which pursued a tough stabilisation policy, the first visible results of the post-socialist reforms were the drop in production and a fall in the ratio of money to GDP.

However if there is weak political support for stabilisation, state enterprises respond to the challenges of the changing economic environment by building up much greater mutual non-payments compared with countries in which a policy of rapid disinflation is pursued.

The drop in output, along with the sharp reduction in the real monetary mass and the explosive growth of mutual non-payments gives rise to the idea that the following cycle exists in the economy: an excessively tough monetary policy conducted out of doctrinaire monetarist considerations leads to a lack of money in the economy, causing enterprise non-payments and the fall of production. 

The standard prescription for what to do stems from this: to increase the money supply (‘to saturate the economy with money’), to resolve the problem of non-payments by means of monetary financing and offsets, in order to provide the foundations for economic growth. Usually all this is wrapped up in discussion of the Keynesian alternative and the experience of pulling out of the Great Depression. A powerful socio-political coalition forms in support of this change in economic policy, uniting the management and workers of state enterprises interested in maintaining soft budget constraints and in avoiding radical restructuring, and the representatives of various lobby groups interested in increasing budget expenditures financed through monetary emission. As a result, the contradiction between a tough budget policy at the macro-level and soft budget constraints for state enterprises is resolved by softening the state’s budget and monetary policies.

The consequences of this outcome are fairly predictable and have been observed in dozens of post-socialist countries which have experimented with slow disinflation.

The fast growth of the money supply means that for a short period (2-6 months) the real money mass also grows. Demand for products increases on the part of the population and enterprises, and there is a halt in the fall of production – indeed signs of economic reinvigoration are discernible. Once the brief period necessary for the adaptation of economic agents to the new money supply conditions ends, inflationary expectations grow sharply and demand for cash balances falls. The level of dollarisation of the economy rises, the inflation rate overtakes the monetary growth rate, the real money mass starts to decrease and after the drop in real solvent demand, drop in production accelerates.

Such experiments can be repeated several times prolonging the period of high inflation and of production decline. Sooner or later when people get fed up with high inflation, and a situation in which demand for national currency is low and real budget revenues are rapidly reduced because of monetary financing, a political coalition comes together which is capable of implementing monetary stabilisation, by lowering the degree of monetary financing of the budget deficit and monetary aggregate growth rates to a level which is compatible with a slowing down of inflation. However even after this, countries in which the process of financial stabilisation is delayed demonstrate a number of important, common characteristics:

1. A long period of high inflation undermines confidence in the national currency and leads to a fall in the monetisation of GDP as well as to a high level of dollarisation of the economy. These are stable features which can only be overcome slowly over the course of a subsequent period of monetary stability (see Chart 2).
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2. The behavioural norms which are formed in conditions of a soft financial regime (offsets, arrears, non-payments and barter), causes a steady fall in the share of budget revenues in GDP to a level considerably lower than in countries which implement ‘shock therapy’ (see Chart 3).
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Note: 1 – Azerbaijan; 2 – Albania; 3 – Armenia; 4 – Belarus; 5 – Bulgaria; 6 – Hungary; 7 – Georgia; 8 – Kazakhstan; 9 – Kyrgyzstan; 10 – Latvia; 11 – Lithuania; 12 – Macedonia; 13 – Moldova; 14 – Poland; 15 – Russia; 16 – Romania; 17 – Slovakia; 18 – Slovenia; 19 – Tajikistan; 20 – Turkmenistan; 21 – Uzbekistan; 22 – Ukraine; 23 – Croatia; 24 – Czech Republic; 25 – Estonia.

Correspondingly, reduction in the share of expenditure in GDP at the stage of financial stabilisation is much sharper than in the countries of group one (see Tables 1,2)*.

Table 1
Revenues, expenditures and budget deficit in countries with rapid desinflation ( as %  to GDP), 1990- 1997.

	Country
	
	1990
	1991
	1992
	1993
	1994
	1995
	1996
	1997

	Albania
	Revenues

Expendit.

Deficit
	47,1

62,1

-15
	30,9

61,9

-31,0
	23,7

44,0

-20,3
	20,5

34,9

-14,4
	18,8

31,2

-12,4
	20,5

30,8

-10,3
	16,9

29,0

-12,1
	14,9

27,6

-12,7

	Hungary
	Revenues

Expendit.

Deficit
	53,9

53,5

0,4
	52,5

55,4

-2,9
	52,6

59,4

-6,8
	55,1

60,6

-5,5
	52,5

60,9

-8,4
	47,2

53,9

-6,7
	45,2

48,3

-3,1
	48,0

52,9

-4,9

	Latvia
	Revenues

Expendit.

Deficit
	___

___

___
	___

___

___
	27,4

28,2

-0,8
	35,8

35,2

0,6
	34,1

38,2

-4,1
	34,7

38,2

-3,5
	36,6

38,0

-1,4
	39,6

38,2

1,4

	Poland
	Revenues

Expendit.

Deficit
	42,9

39,8

3,1
	42,3

49,0

-6,7
	42,8

49,5

-6,7
	47,4

50,5

-3,1
	45,8

48,9

-3,1
	45,1

47,9

-2,8
	44,2

47,5

-3,3
	45,0

48,1

-3,1

	Czech Rep.
	Revenues

Expendit.

Deficit
	___

___

___
	___

___

-1,9
	___

___

-3,1
	42,4

41,9

0,5
	42,1

43,3

-1,2
	41,0

42,8

-1,8
	40,7

41,8

-1,2
	39,5

41,6

-2,1

	Slovakia
	Revenues

Expendit.

Deficit
	___

___

___
	___

___

___
	___

___

___
	44,0

51,0

-7,0
	46,7

48,0

-1,3
	47,2

47,0

0,2
	47,1

49,0

-1,9
	47,2

51,0

-3,8

	Estonia
	Revenues

Expendit.

Deficit
	___

___

___
	___

___

5,2
	34,6

34,9

-0,3
	39,6

40,3

-0,7
	40,5

39,2

1,3
	40,1

41,4

-1,3
	39,0

40,5

-1,5
	39,6

37,4

2,2


Table 2

Revenues, expenditures and budget deficit in countries with slow disinflation 

( as % to GDP) 1990-1997

	Countries
	
	1990
	1991
	1992
	1993
	1994
	1995
	1996
	1997

	Azerbaijan 
	Revenues

Expendit.

Deficit
	___

___

___
	___

___

___
	___

___

___
	40,6

55,9

-15,3
	33,8

45,9

-12,1
	17,5

22,4

-4,9
	17,6

20,4

-2,8
	19,7

21,4

-1,7

	Armenia
	Revenues

Expendit.

Deficit
	___

___

___
	26,1

28,0

-1,9
	32,8

46,7

-13,9
	28,2

82,9

-54,7
	32,4

42,9

-10,5
	15,6

26,6

-11,0
	14,4

23,7

-9,3
	18,2

24,5

-6,3

	Belarus
	Revenues

Expendit.

Deficit
	___

___

___
	___

___

___
	46,0

46,0

0,0
	54,3

56,2

-1,9
	47,5

50,0

-2,5
	42,7

44,6

-1,9
	41,0

42,6

-1,6
	44,7

46,8

-2,1

	Georgia
	Revenues

Expendit.

Deficit
	___

___

___
	30,0

33,0

-3,0
	10,3

35,7

-25,4
	9,7

35,9

-26,2
	16,1

23,5

-7,4
	7,1

11,6

-4,5
	9,7

14,1

-4,4
	10,6

14,4

-3,8

	Kazakhstan
	Revenues

Expendit.

Deficit
	32,8

31,4

1,4
	25,6

32,9

-7,3
	24,5

31,8

-7,3
	23,8

25,2

-1,4
	18,7

25,9

-7,2
	17,4

19,9

-2,5
	15,5

18,6

-3,1
	16,6

20,3

-3,7

	Kyrgystan
	Revenues

Expendit.

Deficit
	___

___

___
	___

___

___
	___

___

___
	___

___

___
	___

___

___
	16,7

33,7

-17,0
	15,9

24,9

-9,0
	16,9

26,3

-9,4

	Lithuania
	Revenues

Expendit.

Deficit
	43,7

49,1

-5,4
	41,4

38,7

2,7
	32,0

31,5

0,5
	31,8

35,1

-3,3
	33,0

38,5

-5,5
	32,3

36,8

-4,5
	29,6

34,1

-4,5
	32,9

34,7

-1,8

	Moldova
	Revenues

Expendit.

Deficit
	___

___

___
	24,7

24,7

0,0
	30,4

56,6

-26,2
	22,0

29,4

-7,4
	31,9

40,6

-8,7
	34,0

39,7

-5,7
	32,0

38,7

-6,7
	34,3

41,8

-7,5

	Russia
	Revenues

Expendit.

Deficit
	___

___

___
	___

___

___
	33,1

37,2

-4,1
	33,3

40,7

-7,4
	36,9

45,9

-9,0
	31,3

37,0

-5,7
	31,8

40,1

-8,3
	33,3

40,7

-7,4

	Romania
	доходы
расходы
дефицит
	39,7

38,7

1,0
	42,0

38,7

3,3
	37,4

42,0

-4,6
	33,8

34,2

-0,4
	32,0

33,9

-1,9
	31,9

34,5

-2,6
	30,1

34,1

-4,0
	30,7

34,3

-3,6

	Tadjikistan
	Revenues

Expendit.

Deficit
	___

___

___
	33,2

49,6

-16,4
	26,6

55,0

-28,4
	27,1

50,7

-23,6
	40,6

54,8

-10,2
	15,3

26,5

-11,2
	12,1

17,9

-5,8
	13,7

17,0

-3,3

	Turkmenistan
	Revenues

Expendit.

Deficit
	44,8

43,6

1,2
	40,7

38,2

2,5
	55,4

42,2

13,2
	18,7

19,2

-0,5
	9,0

10,4

-1,4
	10,9

12,5

-1,6
	16,7

16,9

-0,2
	29,21

29,2

0,01

	Uzbekistan
	Revenues

Expendit.

Deficit
	45,0

46,1

-1,1
	49,1

52,7

-3,6
	25,0

43,4

-18,4
	36,0

46,4

-10,4
	29,2

35,3

-6,1
	34,6

38,7

-4,1
	34,3

41,6

-7,3
	30,5

32,8

-2,3

	Ukraine
	Revenues

Expendit.

Deficit
	___

___

___
	___

___

___
	33,0

58,4

-25,4
	38,3

54,5

-16,2
	36,7

45,8

-9,1
	29,9

37,4

-7,5
	28,4

31,6

-3,2
	29,2

34,8

-5,6


__________________

( - Source: EBRD

3. High inflation leads to a much more profound stratification of society in terms of income levels and inequality as compared with countries in the first group. Combined with a significant reduction in budget expenditures this leads to a sharp increase in the share of poor people in the population.

4. For a prolonged period soft budget constraints for enterprises combine with weak fiscal constraints. During this time a distinct system of standards and norms of behaviour take root in the former state sector, differing substantially both from those in classical and market socialism, and from those in a market economy as described in standard microeconomics. Moreover this system is extremely stable and reproduces itself even following such major changes as privatisation and monetary stabilisation.

III

We will now focus in more detail on the problem of changing the system of incentives and norms of behaviour in former state enterprises.

The classic socialist enterprise is organically built into the overall socialist hierarchy which regulates the creation and redistribution of goods flows in the socialist economy. For enterprise managers maintaining one’s position and career advancement depends on fulfillment of a number of formal and informal demands (from demonstrations of political loyalty to the ability to fulfill tasks set by the leadership). The most important factors determining enterprise operations emerge in the process of hierarchical bargaining, during which enterprise managers strive to maximise the volume of resources allotted to them and minimise their own obligations. By no means can all aspects of the actual functioning of enterprises be normatively described or fall within existing legislation. The resolution of the most difficult problem for a socialist enterprise – ensuring access to the resources necessary for fulfilling the targets set – demands the building of a ramified system of contacts, based on personal connections and the provision of mutual services of a normative and non-normative character.
 The flip-side of the difficulty of hierarchical coordination of microeconomic links is: the inertia of enterprises, the absence of a linkage between the efficient use of resources and the continued functioning of enterprises, and the rejection of innovations which demand the reorganisation of existing links.

Under market socialism enterprise autonomy expands sharply. The enterprises themselves start to determine or at least to exercise substantial influence over the structure over production and of links with other economic units. The control of higher levels of the hierarchy over the enterprise under market socialism is much weaker, and change of management for reasons of unsatisfactory performance is less frequent and more problematic. However while authoritarian political control and the power to remove management is maintained by the ruling party, the enterprise remains a part of the socialist economy and the managers remain members of a single managerial elite, united by hierarchical links and common norms of behaviour. The redistribution of enterprise property on a moderate scale to companies affiliated to the management falls within these norms, however conspicuous consumption does not. An enterprise director constantly has to prove that he is a loyal member of the nomenklatura and not a private entrepreneur. His position contains a core of contradictions which subsequently comes to the surface in the post-socialist period – i.e. the combination of limited administrative accountability of the manager with weak financial discipline of the enterprise – but they are not clearly visible.

The collapse of the communist regime radically changed the position of enterprise managers. The united social structure, of which they were more or less loyal members, disappears. Their position is strengthened considerably and the chances of their removal for disloyalty to the new authorities fall. They find themselves in a unique position, in which financial and administrative irresponsibility can be combined. The change in the situation does not become clear immediately or automatically. In the initial period the inertia of norms of behaviour inherited from classical and market socialism prevail, but with the consolidation of soft budget constraints in the period of high inflation there is a gradual transformation and fundamentally new facets appear.

Already in the period of market socialism it was revealed that the real hardness of budget constraints differs substantially depending on the size of the enterprise and the sector of the economy (highest of all for small enterprises in low-priority sectors and lowest of all for major enterprises in high-priority sectors). These differences within post-socialism are underscored by the division of the economy into two sectors which can be referred to as ‘market’ and ‘nomenklatura’.

The ‘market’ sector is made up first and foremost of new private enterprises which do not have traditional ties with the state sector, and also of former state enterprises which have lost or broken ties with the state. The distinguishing feature of this sector is that it operates under hard budget constraints. Enterprises in this sector cannot, and have no desire to, run up tax arrears, and their relations with the state are regulated by acting legislation. They willingly avail themselves of existing loopholes in the tax regime to reduce their tax obligations but they remain solvent.

The situation in the ‘nomenklatura’ sector is fundamentally different; it consists of major enterprises in priority sectors, and as a rule, they are run by authoritative representatives of the old economic elite. The distinguishing feature of these enterprises is that even after the collapse of socialism they still perceive the state as their own, and consider their problems to be the state’s problems. The fear of social conflicts, the threat of a sharp rise in unemployment, and traditional personal ties – all this forces state bodies to handle these problems with understanding, not applying tough sanctions even to those which do not fulfill their budget obligations. The fundamental difference between enterprises in the ‘nomenklatura’ and ‘market’ sectors is that the former can accumulate budget arrears, and thus financial relations with the state are based not on legal norms but on bargaining.

In the fundamentally new conditions the old system of hierarchical bargaining, characteristic of the socialist period, reproduces itself, in which the chief goal of the enterprise is to limit state bodies’ access to information about its real condition and prospects (in this case financial). If the volume of resources to be redistributed to the state is the result of hierarchical bargaining, then it is natural that an enterprise is interested in minimising the flow of information while, of course, adhering to the ‘rules of the game’ and making sure that proper relations are maintained with state bodies. This explains why the set of parameters, on which reduction of real tax obligations depends, are of such fundamental importance. An analysis of tax administration in post-socialist economies shows that there are several such parameters:


a) the number of workers employed at an enterprise;


b) the volume of overdue debts;


c) the existence of wage arrears;


d) the existence of money on the enterprise’s accounts.

If the real tax obligations of an enterprise are inversely proportional to the number of employees, the volume of debt, and the volume of wages arrears, while being directly proportional to the amount of money on enterprise accounts, it is not hard to figure out what characteristics will be dominant in a ‘nomenklatura’ enterprise after the establishment of corresponding behavioural norms: it will have a significant quantity of fictitious and surplus employees, major debts for products supplied and services provided, significant wage arrears and no money on its account. Any other outcome would point to the economic irrationality of the enterprise management.

The most important consequence of the prolonged maintenance of soft budget constraints is the stability of the managerial elite’s position and the absence of a link between retaining their jobs, and efficiency of production and financial results. An enterprise which uses its resources inefficiently is able to maintain control over its resource flows, compensating for its unsatisfactory financial results by reducing its obligations to the budget. However the cost of this financial softness is the shakiness of ownership rights and thus of control over resource flows in a given enterprise. While the enterprise management has good relations with state bodies its position is relatively secure, but there are no guarantees that things will always remain that way, and from a formal, legal point of view, the enterprise, which has accumulated major debts to the budget and other creditors, is bankrupt. Even after privatisation, in which management succeeded in establishing de facto ownership control over their enterprise, this property remains insecure and retaining it depends on loyalty to the authorities.

The peculiar incentives of the post-socialist manager-owner working in the ‘nomenklatura’ sector stem from this. He tries to preserve control over the enterprise for its cash flows, but due to the lack of guaranteed property rights, he is extremely reluctant to invest private financial resource in it. He is also preoccupied with transferring part of the enterprises’ resources to private companies which are linked personally to him, that is in transferring resources from quasi-private to private property. The key instrument here is inter-enterprise debts. An enterprise can, for example, pay in advance for goods and services ordered and never receive anything, while a certain short-lived company disappears, but nor before transferring money to the accounts of a firm belonging to the family of the director or owner of the parent company. Or vice versa, to deliver goods or services to an enterprise which never pays to the enterprise’s accounts, but instead makes a payment to another account (by previous arrangement); thus the director, in accordance with the accepted rules of the game, complains about a lack of money and the non-payments which plague everybody. For this reason, the ‘nomenklatura’ sector enterprises form a number of quasi-private entities around the parent company in order to service the transfer of revenues generated to the fully private property of the enterprise’s managerial team.

All activities concerned with the transfer of enterprise resources are semi-legal or illegal. At the very least, these activities are legally vulnerable and sometimes blatantly illegal. Thus, when executing the transfer of funds the management team has an interest in minimising the risk of confiscation of accumulated private property, in the case of tough sanctions being applied for embezzlement of enterprise funds. The likelihood of confiscation is considerably reduced if property is transferred abroad. This explains the organic link between inter-enterprise non-payments, non-payment to the budget and export of capital.

The behavioural norms of the ‘nomenklatura’ economy exercises significant influence over the relations between business and the authorities. The opportunity to accumulate tax arrears without tough sanctions being doled out presupposes the maintenance of close and regular contact between the enterprise and the state, which are both involved in bargaining over the real volume of tax obligations. Preserving a cooperative relationship with the authorities provides the greatest security in maintaining control over enterprises and financial flows. This system of relations is predicated on individual, not normatively regulated relations between business and government officials, which traditionally has been considered a breeding-ground for corruption in the state administration. The managerial team of the ‘nomenklatura’ enterprise regularly removes part of the funds from under the control of the enterprise and transfers them to the accounts of affiliated enterprises. At the start of the transition period, when enterprises and authorities were still adapting to the new and radically changing conditions, it was still possible to suppose that government officials participating in bargaining over real tax obligations were in a state of childishly sincere incomprehension about the nature of non-payments and the logic of ‘nomenklatura’ enterprise behaviour. However with the entrenchment of this practise this hypothesis becomes rather hard to support. The tight link between the reduction of real tax obligations and growth of capital flight involves the cooperation of officials in securing the unhindered functioning of the relevant chain of financial transactions. In this connection, widespread corruption is an integral part of the post-socialist economy, in which enterprises operate under soft budget constraints.

The symbiosis of property and power, and the differing rules of the game for various market participants create serious obstacles for private sector development:


- the preservation of inefficient enterprises in the ‘nomenklatura’ sector limits the flow of resources which could provide the basis for the dynamic development of the private sector;


- the private sector is forced to adapt to conditions of unfair competition, in which ‘nomenklatura’ sector enterprises have obvious advantages due to their special relations with the authorities (e.g. the opportunity to reduce real tax obligations);


- the symbiosis of property and power characteristic of ‘nomenklatura’ capitalism makes it possible to limit the market entry of private enterprises which could compete with the ‘nomenklatura’ enterprises;


- the creation, alongside ‘nomenklatura’ enterprises, of a network of quasi-private companies which service the transfer of funds obstructs the entrenchment of acceptable norms of business ethics in the private sector and impinges negatively on public perceptions of this sector.

A characteristic feature of the norms and standards of business behaviour in the ‘nomenklatura’ sector is the resistance to major changes in the conditions under which enterprises operate.

The standards of behaviour of nomenklatura capitalism are formed in conditions of state property being preserved in post-socialist enterprises. Their state character is an important argument in support of the need for an individual approach, for taking the enterprise’s interests into account, and for not allowing the full implementation of the bankruptcy mechanism. The preservation of their formal state status does not in any way obstruct the formation of the behavioural norms of nomenklatura capitalism. For example, in Bulgaria the overwhelming majority of large and medium-sized enterprises remained in the state sector until 1997-1998, they acquired real economic autonomy in full and the managerial elite developed a number of quasi-ownership norms of behaviour with all the attendant attributes (mass non-payments, tax arrears, the transfer of capital from enterprises, close ties between enterprises and the state administrative apparatus etc.). Moreover, as experience demonstrates, not even privatisation leads to a radical change in the functioning of nomenklatura enterprises.

Compromise with the economic elite of the former regime, which is unavoidable in conditions of post-socialism, tends to hinder regulated privatisation and leads to insiders, connected with the economic elite of the former state enterprises, preserving key positions even after privatisation. The existing informal relations of enterprise management with state officials makes it possible for them to accumulate tax arrears and prove resistant to changes in the form of ownership. Serious changes in enterprise behaviour are visible only where privatisation is attended by a hardening of budget constraints – particularly in the sphere of small enterprises and in low priority branches of the economy. For major enterprises budget constraints remain soft even after privatisation and the system of norms of nomenklatura capitalism continue to function.

The tight integration of the traditional socialist economic elite, the existing system of informal support and ties of mutual assistance, the identification of themselves as ‘us’ as opposed to ‘them’ – those from the private sector who have no ties with the nomenklatura – these are all important factors in the emergence of nomenklatura capitalism. In the early years of the post-socialist transformation there was an overt link between the social origin of enterprise managers (their membership of the nomenklatura of the ancien regime), and the enterprise’s particular relations with the state – e.g. as manifested in the right to accumulate tax arrears. State officials divide enterprises into those that they consider ‘their own’ and those that they do not, depending on whether the former director is in charge, or someone who has no developed system of contacts with the communist elite. However with time, as nomenklatura capitalism stabilises this link weakens. The case of the so-called ‘oligarchs’ in Russia convincingly demonstrates this. The majority of them were not members of the economic elite of the ancien regime, although some of them were linked to it (pseudo-private firms handling the transfer of funds, Komsomol business etc.). There was an assumption that the sudden strengthening of the position of this group in 1995-1996, when they gained control of major Russian enterprises, as a result of a shift in the balance of power in the economic and political elites, would lead to substantial changes in the behaviour of enterprises under their control. In the majority of cases this did not happen. The characteristic norms of behaviour of nomenklatura capitalism (accumulation of tax arrears, non-payments, transfer of funds to affiliated companies, limited interest in investment and innovation, soft budget constraints etc.) as a rule have been preserved even after the radical change in the management elite.

While ‘red directors’ formed a privileged group which were allowed to build up tax arrears by virtue of their background, the oligarchs acquired the same privileges by virtue of their influence and contacts in the the state apparatus. In the two-sector economy which had emerged, they could not be reconciled with membership of the commercial sector which was forced to pay taxes on time. If tax privileges exist, the rich and politically influential will acquire them regardless of social background. The norms of behaviour of the old economic elite proved to be better entrenched than the position of the elite itself.

The system of nomenklatura capitalism formed in conditions of the weak budget policy of the early years of the post-socialist transition, organically complementing enterprise soft budget constraints. Major monetary financing of budget expenditures allows the state to be soft in their treatment of enterprises: preserving subsidies, preferential credits, import subsidies, tolerance of tax arrears etc. It is in these conditions that the system of state protectionism, individual relations between the state and enterprises, the bureaucratic bargaining over the volume of funds to be allotted to enterprises and their obligations to the state fits in most organically. With time the possibilities of monetary finance are curtailed, high inflation stimulates flight from the national currency, dollarisation of the economy, a fall in the ratio of money to GDP, and, as a result, a reduction in the value of real incomes due to seignorage.

Alongside the traditional factors that have been well explained by economic theory, linking high inflation and the fall in demand for the national currency,
 under post-socialism there is one more non-trivial factor: the link between the volume of tax obligations, non-payments and the presence of funds on enterprise accounts creates an incentive for enterprises to reduce their demand for national currency. The standard reaction of a post-socialist, nomenklatura enterprise to attempts by the state to increase money supply is to increase financial flows, transferring funds to affiliated companies including foreign ones.

This leads to a further fall in enterprise demand for cash balances in the national currency. With the fall of the ratio of money to GDP, real income from emission is reduced, and together with this the ability to fulfill budget obligations by means of Central Bank credits. The entrenchment of soft budget constraints and the accumulation tax arrears, along with the standard factors described by V. Tanzi,
 lead to an erosion of tax receipts. High inflation accompanied by attempts to ‘saturate the economy with money’ over time undermines confidence in the pseudo-Keynesian prescriptions for resolving the macroeconomic problems of post-socialism. This inevitably leads to the formation of a political coalition which is prepared to reduce monetary financing of the budget, and on the basis of this to cut inflation rates to a level characteristic of those countries which from the very outset of transition conducted tough monetary policies.

Delayed financial stabilisation, occurring after seveal years of high inflation and after the formation of a nomenklatura capitalist sector, has a number of specific characteristics. By the beginning of the stabilisation attempt confidence in the national currency has been undermined and the ratio of money to GDP is low. In this situation even limited emissionary finance of the budget deficit leads to rates of monetary growth which are incompatible with successful stabilisation. The road to softer disinflation with gradual reduction of the scale of monetary financing of the deficit (a la Poland 1990-1993) is closed.

The soft budget constraints which become entrenched during the period of high inflation lead to a drop in tax receipts to a level significantly lower than that which is characteristic for countries which implement monetary stabilisation at the start of the post-socialist transition. This drop is long-term. As a result, it is necessary to reduce state expenditures much more sharply than in the countries where a ‘monetarist’ policy is conducted.

The erosion of budget expenditures, the low level of monetisation of the economy and the socio-political problem of reducing spending obligations sufficiently determine the budget problems typical of delayed stabilisation. From this point of view, the following is an optimal strategy for the situation characteristic of delayed stabilisation:


- restucturing and reducing the budget obligations to a level which can realistically be covered by budget revenues;


- minimising the budget deficit;


- toughening the financial discipline of enterprises;


- active attempts to reduce the size of the nomenklatura sector by raising financial discipline and stimulating the redistribution of resources to the private sector which operates under conditions of hard budget constraints.

Only such measures can prepare the way for the resumption of economic growth, which would increase budget revenues and the financing of the state’s priority budget obligations.

However in the current socio-political situation it is difficult to realise this strategy. Thus a characteristic feature of delayed stabilisation has been the gulf between mobilisable budget revenues and budget obligations, which have been  partly covered by external and internal financing of the budget deficit, and in part has manifested itself in the state falling behind on its obligations.

Tight monetary policy is compatible with a soft budgetary policy only in the short-term. The success of such a combination depends on the ability of the state to liquidate fiscal imbalances in the context of falling inflation (raising additional revenues, reducing spending obligations, stimulating economic growth etc). Without this prerequisite financing the budget deficit by government debt inevitably leads to increased spending on servicing the debt, and sooner or later forces a return to monetary financing of the budget deficit, i.e. monetary policy falls into line with the soft budget policy. For post-socialist countries with delayed stabilisation the risk of such an outcome is increased by the low ratio of money to GDP which limits the possibilities of domestic financing of the budget deficit, and by the strong dependence of the budget on external sources for closing the budget deficit (foreign portfolio investment), the dynamics of which are subject to sharp fluctuations. Thus delayed stabilisation is inherently unstable and risky.

A distinguishing feature of the delayed stabilisation is that it is commenced in the context of an entrenched nomenklatura-capitalist sector occupying a dominant position in the economy and with strong political support for its own interests. While at the previous stage the state’s soft financial policy is organically fused with soft budget constraints for enterprises, with the move towards stabilisation the contradictions between the interests and norms of the nomenklatura sector and stabilisation policy conducted at the macro-level are exacerbated.

In contrast to the situation characteristic in developed market economies, in which the volume of the state’s tax receipts is determined first and foremost by the relevant legislation, in post-socialist countries with a significant nomenklatura sector, tax receipts are the result of bargaining between enterprises and the state. With the loss of monetary sources of financing the budget deficit, the state finds itself in a tough position. Now the ability to fulfill its functions, to support socio-political stability, is determined by the mobilisable revenues from taxation of the commercial sector and the household sector and by the results of bargaining with enterprises in the nomenklatura sector. Thus there is an inevitable exacerbation of the conflict between the state, on the one hand, and enterprises in the nomenklatura sector, on the other, over the real tax obligations of the latter. 

By the start of delayed stabilisation, nomenklatura sector enterprises have long surrounded themselves with a number of affiliated, quasi-private enterprises, and they have perfected the technique of milking funds from parent enterprises while demonstrating that the enterprise is strapped for cash. Attempts by state bodies to get to grips with the intricate schemes underpinning these operations have had little success. Thus strengthening the state’s position in tax bargaining and increasing the share of tax revenues in GDP can only be achieved by a demonstration of the state’s ability to apply harsh and effective sanctions to those major tax delinquents, by undermining the control of the current managers and owners over an enterprise’s financial flows (the use of bankruptcy procedures etc). Once the state proves capable of energetic action on this front, there will be a partial return of funds from affiliated companies to the parent enterprise, a slow-down in the growth or an absolute drop in tax arrears and an increase in the money revenues to the budget. If the state shows itself to be weak and unwilling to use existing sanctions on tax delinquents, there will be an increase in the growth rate of non-payments, in the growth of tax arrears and the scale of capital flight, and tax receipts to the budget fall. The problem of taxing the nomenklatura-capitalist sector at the stage of delayed stabilisation is always a political problem and a problem of political will, not of tax administration as traditionally understood in developed market economies.

A characteristic feature of the nomenklatura-capitalist sector is the concentration of large enterprises. Thus the battle over tax obligations and the financial discipline of leading enterprises in the sector has a public, demonstration effect. A show of political will and the toughening of financial discipline of even just a few very large enterprises in the nomenklatura sector has a powerful demonstration effect forcing even those who are not directly affected by the measures to correct their behaviour. In just the same way, a show of weakness and indecisiveness on the part of the authorities towards major tax delinquents quickly has a knock-on effect across the nomeklatura sector as a whole. 

The intensity of the conflict is determined by the fact that for a significant section of enterprises in the nomenklatura sector toughening financial discipline does not simply lead to a drop in owners’ incomes, but also to the real threat that they could lose control of the parent company. As has been demonstrated, the essence of the phenomenon of nomenklatura capitalism lies in the combination of weak administrative accountability and soft financial discipline.

It is this that makes it possible for managers and owners of inefficiently run enterprises to maintain control over resource flows, to minimise the volume of investments, and to transfer funds from the enterprises, compensating for the unsatisfactory financial results by reducing obligations to the budget. Toughening financial discipline presupposes the activation of mechanisms for the removal of inefficient managers and owners who are unable to operate in a market economy, and their replacement with people who are capable of working in market conditions, and who will fulfill in full the financial obligations of the parent enterprise. This in turn leads to an erosion of the nomenklatura sector as it is squeezed by the real private sector. It is this turn of events that makes it possible to remove obstacles to efficient structural changes and economic growth, which have been put in place by the dominance of the nomenklatura sector in the economy. The issue of relations between the state and largest enterprises of the nomenklatura sector is not a technical, accounting problem, but one of property and power, of the strategy of economic development and the possibility of stimulating economic growth after the collapse of socialism.

The sharp contradiction between tough financial constraints at the state level and preservation of soft constraints in the nomenklatura sector, characteristic of delayed stabilisation, does not allow for delay in resolving it. Either the state succeeds in raising the level of financial discipline of enterprises, stabilises the budget revenues and creates preconditions for stable economic growth, or it faces a number of indissoluble social and financial problems, (growing wage and pension arrears, a fall in real wages of state sector employees, rapid build-up of state debt and growth of expenditure on servicing it, loss of foreign investor confidence in the ability of the state to fulfill its obligations ) forcing it to abandon stabilisation attempts and return to monetary financing of budget expenditures and high levels of inflation in the economy.

IV

In the context of what has been set forth above we will briefly examine the economic and political problems of the post-socialist transformation in Russia, as well as the sources of the development of the current crisis.

Economic reforms and macroeconomic stabilisation in Russia were slow, and the period of extremely high inflation dragged on for four years. The first two attempts at financial stabilisation (winter to spring 1992, and autumn to winter 1993) did not enjoy sufficient political support and were superseded by rapid expansion of the money supply (see Chart 4).

Chart 4
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Note: 1 – Azerbaijan; 2 – Albania; 3 – Armenia; 4 – Belarus; 5 – Bulgaria; 6 – Hungary; 7 – Georgia; 8 – Kazakhstan; 9 – Kyrgyzstan; 10 – Latvia; 11 – Lithuania; 12 – Macedonia; 13 – Moldova; 14 – Poland; 15 – Russia; 16 – Romania; 17 – Slovakia; 18 – Slovenia; 19 – Tajikistan; 20 – Turkmenistan; 21 – Uzbekistan; 22 – Ukraine; 23 – Croatia; 24 – Czech Republic; 25 – Estonia.

Throughout the whole post-socialist period representatives of the traditional economic elite have maintained a strong base of support in the parliament, regional administrations, and from summer 1992 in the federal government. Control of the economic nomenklatura over the government was consolidated in 1992 when, with the support of the Congress of People’s Deputies, Viktor Chernomyrdin – a man whose whole career had been spent working very closely with the major socialist enterprise sector – was appointed prime minister.

The law on bankruptcy of enterprises was adopted late and until 1996-1997 was hardly applied. The legislation on privatisation which was adopted by the Supreme Soviet (above all the second privatisation option, offering enterprise workers the possibility of purchasing 51% of shares at book price) strengthened the control of the traditional economic nomenklatura over enterprise after privatisation. In the context of high inflation the nomenklatura capitalist sector of the economy rapidly formed with all its characteristic features (low levels of financial discipline, bargaining with the state over tax obligations, the outflow of enterprise resources to affiliated companies).

After the inflationary burst in the autumn of 1994, the government started to implement its stabilisation programme, posited on the rejection of monetary financing of the budget deficit and reduction of the deficit. This made it possible to cut inflation down to moderate levels by the autumn of 1995 (something that Poland achieved in 1991). Disinflation was backed up by a considerable reduction of budget expenditures.

The absence of political support made it impossible for the government to reduce the budget deficit in a more resolute fashion and to achieve serious restructuring of budget obligations. Disinflation was attended by the growth of government debt, which was financed by domestic and external sources, and the chronic problems of arrears. The latter was used by the nomenklatura capitalist sector as an important argument in support of preserving bargaining in its financial relations with the state. Gradually relations between the state and the largest (budget) debtor enterprises were pushed to the forefront of economic policy. Enterprises react sensitively to changes in the government’s resolve in toughening their financial discipline.

Overall, if one ignores the short-term fluctuations, the period 1995-1997 is characterised by an unstable equilibrium in the relations between the state and the nomenklatura capitalist sector. The share of the consolidated government’s revenues in GDP was sufficiently stable, and the growth of arrears on payments to the budget and extra-budgetary funds continued together with inter-enterprise non-payments. At the end of 1997, the combination of the international financial crisis and the blocking of the reform programme proposed by the government of ‘young reformers’ radically changed the direction of capital flows. There was a mass dumping of Russian securities by investors which sharply exacerbated the budget crisis. Since then, preservation of the fragile equilibrium of 1995-1997 has been impossible. A choice has to be made between radically tightening budget policy, which would require tough and credible sanctions against major delinquent enterprises, a frontal attack on the nomenklatura capitalist sector and restructuring of budget obligations, and a return to a high inflationary regime. Sergei Kirienko’s government attempted to pursue the first path but was blocked by a parliamentary majority. The result was a return to an inflationary regime.

After a heavy, protracted 3.5 year battle the nomenklatura capitalist sector asserted its right to soft budget constraints and the accumulation of tax arrears. Attempts by the state to strengthen enterprises’ financial discipline ended in failure. The government returned to monetary financing of the budget deficit, bringing budget constraints at the macro level into line with the soft budget constraint on the dominant sector of the economy.

We will draw some conclusions from our analysis of attempts at realising a strategy of slow, gradualist transformation after the collapse of socialism:

1. A prolonged period of high inflation, soft monetary and budgetary policies allow former state enterprises to preserve soft budget constraints, and to increase their debts to the budget and to counter-parties without a real threat of losing control over enterprises and the corresponding financial flows. As a result there emerges a stable combination of low administrative and financial accountability, when neither the socialist hierarchical discipline, nor the market discipline of hard budget constraints are functioning. In the economy, a distinct nomenklatura capitalist sector takes shape, the standards and behavioural norms of which differ significantly from those which are characteristic both of socialist (classical and market) and of private capitalist enterprises.

2. Nomenklatura capitalist enterprises find themselves bargaining with the state over the issue of real tax obligations, and are able to accumulate tax arrears and debts to suppliers without any real threat that the management and owners will be stripped of control over the enterprises and financial flows. The mechanism which in a market economy ensures the redistribution of resources to efficient enterprises does not function. Nomenklatura capitalist enterprises respond weakly to market incentives.

3. The defining feature of nomenklatura capitalist enterprise is that it can accumulate non-payments to the budget, and the bargaining style of relations between enterprises and the state over real tax obligations which leads to the tight interweaving of property and power and to the spread of corruption in the post-socialist economy. The depence of nomenklatura capitalist property on the support of the authorities gives it an unstable character. Therefore, the management elite of nomenklatura capitalist enterprises has an interest in preserving control over resource flows and the transfer of funds to affiliated firms, preferably located abroad. Thus the connection between enterprise non-payments, budget non-payments and the export of capital.

4. The fall in monetisation of the economy and in real revenues from monetary emission which occurs in conditions of high inflation, and the erosion of tax receipts forces the post-socialist state to abandon its inflationary policy and to undertake attempts at monetary stabilisation. This stabilisation occurs at a level of budget revenues undermined during the period of high inflation, and therefore is tough, socially conflictual and unstable.

5. Tightening fiscal policy at the macro level gives rise to a conflict between the state’s need to mobilise additional tax revenues and the existing norms of enterprise behaviour in the nomenklatura capitalist sector which functions under conditions of soft budget constraints. The battle over real tax obligations becomes political and its outcome exercises definitive influence over the results of the stabilisation attempts.

Ensuring durable financial stabilisation presupposes the resolute dismantling of the nomenklatura capitalist sector, the freeing up of resources and the removal of obstacles on the path to private sector development. If this fails, attempts at financial stabilisation prove to be short-lived, and financial and monetary policy at the macro level fall into line with the soft budget constraints under which nomenklatura capitalist enterprises operate. The economy returns to a regime of stagnation and high inflation.
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� The issue of post-socialist transition in countries which commenced economic reforms at an early stage of industrial development, with the share of those employed in the agricultural sector above 75% of GDP (China, Vietnam, and Laos), is not examined in this paper on account of the fundamental differences between industrial and industrialising economies.


� Czechoslovakia and Hungary were least affected by these problems, but even in these countries price liberalisation was attended by a significant leap in inflation rates.


� Bearing in mind the substantial differences between transition economies and stably functioning market economies, in which modern macroeconomic theory emerged with the debates between monetarists and Keynesians, the use of the term ‘monetarist’ here is not precise. Here and later on we use this term both because it has taken root in debates on transition economies and because in the fundamental issue of the desirability of supporting stable, low nominal monetary growth rates in order to halt high levels of inflation, the monetary policy in the countries which implemented rapid disinflation indeed followed monetarist recommendations. A key characteristic of populist economic policy is the lack of monetarist constraints. Economic policy in countries which disinflated slowly falls into the ‘populist’ category.


� Of course in both the first and second group of countries there was a real battle over the course of economic policy, and in the process of transition fiscal and monetary policies underwent significant changes, but in this paper we are only interested in the general result of the interaction of these factors for the policy which was actually realised.


� See Yegor Gaidar, Anomalii ekonomicheskogo rosta, (Moscow, 1997).


� The most competent exposition of this viewpoint which was rather widespread at the start of the transformational recession can be found in: G. Calvo, F. Coricelli, Output Collapse in Eastern Europe: The Role of Credit – The Macroeconomic Situation in Eastern Europe, (World Bank and IMF, 1992).


� In this paper we focus only on the general features of the development of events during the post-socialist recession and the boom which follows. Upheavals in the international economy and domestic economic policy exercise significant influence on the development of events in specific countries.


� Janos Kornai introduced the concept of hard and soft budget constraints in his classic work, The Economics of Shortage, (Amsterdam, 1980).


� See, for example, S. Gedeon, ‘Monetary Disequilibrium and Bank Reform Proposals in Yugoslavia’, Soviet Studies, 1987, No. 2, pp. 281-291. L. Tyson, ‘Liquidity Crises in the Yugoslav Economy’, Soviet Studies, 1974, No. 2, pp. 284-295, etc.


� See Marek Dombrovsky, Fiskal’nyi krizis v period transformatsii, (Warsaw, 1996); R. Hemmins, A. Cheasry, A. Lahiri, The Revenue Decline – Policy Experiences and Issues in the Baltics. Russia and Other Countries of the Former Soviet Union, (Washington, 1997); Yegor Gaidar, ‘Detskie bolezni postsotsializma. (K voprosu o prirode byudzhetnykh protsessov etapa finansovoi stabilizatsii), Voprosy ekonomiki, 1997, No. 4, pp. 4-25.


� A typical example is the case of the two largest Polish shipyards: Szceczin and Gdansk. The Szceczin shipyard started a major restructuring programme back in 1990, cutting costs and personnel. Currently it is the sixth larges shipbuilding enterprise in the world, is financially efficient and is working at capacity to fulfill export orders. The Gdansk shipyard, from which Polish president Lech Walesa launched his political career is a classic example of a post-socialist enterprise with powerful political connections and soft budget constraint. The enterprise refused to implement a restructuring programme, conducted a policy of protecting jobs and accumulated debts to the budget. In 1996 the enterprise was declared bankrupt. See, Economic Surveys – Poland, (OECD, 1997), pp. 79-80.


�  For more detail see Yegor Gaidar, Ekonomicheskie reformy i ierarkhicheskie struktury, (Evraziya, Moscow, 1997), Vol. 2, pp. 15-278.


� P. Cagan, ‘The Monetary Dynamics of Hyperinflation, in M. Frideman (ed.), Studies in the Quantity Theory of Money, (Chicago, 1956); T. Sargant, ‘The Ends of Four Big Inflations’, in R. Hell (ed.), Inflation: Causes and Effects, (Chicago, 1982).


� V. Tanzi, ‘Inflation, Real Tax Revenue, and the Case for Inflationary Finance: Theory with an Application to Argentina’, IMF Staff Papers, 1978, Vol. 25 (September), pp. 417-451.


� The development of the financial crisis in Russia is described in detail in, ‘Rossiiskaya ekonomika v 1998 godu. Tendentsii i perspektivi’, (IEPPP, Moscow), 1999.
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Лист1

				Bulgaria		Czechoslovakia		Hungary		Poland		Romania												Болгария		Чехословакия		Венгрия		Польша		Румыния

		1970		294		223		200		251		255										1970		294		223		200		251		255

		1988		394		300		276		305		363										1988		394		300		276		305		363

		1992		251		236		224		247		236										1992		251		236		224		247		236
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Лист2

				Industrial ontput intensity index to Januay 1990		M2 in prices December 1991, (Right Scale)

		jan. 1992		80.4		305.5072463768

		feb. 1992		79.6		252.3394846322

		march1992		79		220.87828515

		april 1992		78		199.656736191

		mai 1992		76.4		194.2448681995

		juni 1992		74.2		208.8937816788

		juli 1992		72.1		239.8938587738

		aug. 1992		70.5		283.3240785421

		sept. 1992		69.4		335.2635714089

		okt.1992		68.7		345.7200626069

		nov. 1992		68.5		289.3042086709

		dez. 1992		68.8		244.5367187364

		jan. 1993		69.3		218.2886274789

		feb. 1993		69.5		189.5432130522

		march 1993		69.2		180.758159635

		april 1993		68.6		188.8558648343

		mai 1993		67.6		194.5596274887

		juni 1993		66.1		190.05638226

		juli 1993		64.2		182.0354749253

		aug. 1993		62.2		165.3639740354

		sept. 1993		60.3		138.4671486006

		okt.1993		58.1		130.6840898189

		nov. 1993		55.5		122.4863733286

		dez. 1993		52.7		132.503053005

		jan. 1994		50.4		117.1398146831

		feb. 1994		48.9		113.3725324526

		march 1994		48		114.5733480479

		april 1994		47.3		123.8895622474

		mai 1994		46.6		130.509132404

		juni 1994		46.2		139.9950240765

		juli 1994		46		144.0229542696

		aug. 1994		46.1		151.8233455404

		sept. 1994		46.3		153.0713669066

		okt. 1994		46.7		138.7984869888

		nov. 1994		47.2		126.6855721962

		dez. 1994		47.5		126.1938651555

		jan. 1995		47.3		102.7441102523

		feb. 1995		46.6		100.5553778857

		march 1995		45.9		97.2305988526

		april 1995		45.4		102.8926158077

		mai1995		45.5		106.9695327611

		juni 1995		45.8		113.6002779775

		juli1995		46		113.5614606055

		aug. 1995		45.7		114.3576212598

		sept. 1995		44.9		113.1480640476

		okt. 1995		44.1		110.775060193

		nov. 1995		43.4		112.3352074647

		dez. 1995		42.9		123.1276101644

		jan. 1996		42.6		116.0819146977

		feb. 1996		42.4		119.4337724548

		march 1996		42.1		122.5676103125

		april 1996		41.9		124.492230436

		mai 1996		41.6		124.0938802931

		juni 1996		41.4		128.748708069

		juli 1996		41.2		130.2488936528

		aug. 1996		41		132.1418873887

		sept. 1996		40.8		132.0816371057

		okt. 1996		40.6		131.8395214852

		nov. 1996		40.5		131.0055041558

		dez. 1996		40.5		131.9426954557

		jan. 1997		40.7		129.6920309558

		feb. 1997		40.8		132.0066653568

		march 1997		40.9		132.9225180235

		april 1997		41.2		136.7708663136

		mai 1997		41.5		140.0721152715

		juni 1997		42		148.5046479456

		juli 1997		42.4		151.7794035618

		aug. 1997		42.6		152.6010046924

		sept. 1997		42.6		152.3885003979

		okt. 1997		42.4		154.5143293214

		nov. 1997		42.3		148.8450568268

		dez.1997		42.2		154.2574693992

		jan. 1998		42		146.8818997204

		feb. 1998		41.8		146.2568923117

		march.1998		41.6		144.3830376494

		april 1998		41.2		146.8403794781

		mai 1998		40.6		146.9039054913

		juni 1998		39.6		146.2018510249

		juli 1998		38.2		142.2682179276
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Industrial ontput intensity index to Januay 1990

M2 in prices December 1991, (Right Scale)



Лист3

						Industrial output in % tu 1990																												Доля (М2) в ВВП (%)		Промышленное производство (в% к 1990г.)

		1992 1st. q		9.7		90.9																										1992г. 1кв.		9.7		90.9

		2nd.		12.5		91.2																										2кв.		12.5		91.2

		3rd.		16.1		84.4																										3кв.		16.1		84.4

		4th.		17.5		80.4																										4кв.		17.5		80.4

		1993 1st. q.		13.7		86.7																										1993г.1кв.		13.7		86.7

		2nd.		11.5		86.1																										2кв.		11.5		86.1

		3rd.		11.2		73.3																										3кв.		11.2		73.3

		4th.		9.3		71.6																										4кв.		9.3		71.6

		1994 1st. q.		7.5		53.8																										1994г.1кв.		7.5		53.8

		2nd.		9.4		49.6																										2кв.		9.4		49.6

		3rd.		13		53.5																										3кв.		13		53.5

		4th.		9.2		48.2																										4кв.		9.2		48.2

		1995 1st. q.		6.8		46.6																										1995г.1кв.		6.8		46.6

		2nd.		7.2		40.8																										2кв.		7.2		40.8

		3rd.		7.5		41.5																										3кв.		7.5		41.5

		4th.		8.5		40.4																										4кв.		8.5		40.4

		1996 1st. q.		8.5		41.5																										1996г.1кв		8.5		41.5
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Доля (М2) в ВВП (%)
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Доля денег М2 в ВВП и промышленное производство на Украине.



Лист5

				Revenues of consolidated budget of RF ( % of GDP)		Government revenues of Poland (% of GDP)																																доходы консолидированного бюджета РФ (%ВВП)		государственные доходы Польши (% ВВП)

		1992		40		44																														1992		40		44

		1993		41		49																														1993		41		49

		1994		36		46																														1994		36		46

		1995		34		48																														1995		34		48
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Государственные доходы Польши и России.
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				Expenditure of consolidated budget, credits to CIS countries exclusive (% of GDP)		Public expenditure in Poland (% of GDP)																								Расходы консолидированного бюджета без кредитов странам СНГ (%ВВП)		Государственные расходы Польши (%ВВП)

		1992		56		51																						1992		56		51

		1993		48		50.5																						1993		48		50.5

		1994		47		47																						1994		47		47

		1995		40		50																						1995		40		50
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Расходы консолидированного бюджета без кредитов странам СНГ (%ВВП)

Государственные расходы Польши (%ВВП)

Доля ВВП

Государственные расходы России и Польши.
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				Russia		Poland																																								Индекс интенсивности промышленного производства в % к январю 1990 г.		Денежная масса М2 в ценах декабря 1991 года (млрд. руб., правая шкала)

		1989		5.8		8.1																																						Jan-92		80.4		305.5072463768

		1990		6		8																																						Feb-92		79.6		252.3394846322

		1991		7		12.2																																						Mar-92		79		220.87828515

		1992		4.9		15																																						Apr-92		78		199.656736191

		1993		6.9		15.2																																						May-92		76.4		194.2448681995

		1994		6		15.9																																						Jun-92		74.2		208.8937816788

		1995		5.2		15.7																																						Jul-92		72.1		239.8938587738

																																												Aug-92		70.5		283.3240785421

																																												Sep-92		69.4		335.2635714089

																																												Oct-92		68.7		345.7200626069

																																												Nov-92		68.5		289.3042086709

																																												Dec-92		68.8		244.5367187364

																																												Jan-93		69.3		218.2886274789

																																												Feb-93		69.5		189.5432130522

																																												Mar-93		69.2		180.758159635

																																												Apr-93		68.6		188.8558648343

																																												May-93		67.6		194.5596274887

																																												Jun-93		66.1		190.05638226

																																												Jul-93		64.2		182.0354749253

																																												Aug-93		62.2		165.3639740354

																																												Sep-93		60.3		138.4671486006

																																												Oct-93		58.1		130.6840898189

																																												Nov-93		55.5		122.4863733286

																																												Dec-93		52.7		132.503053005

																																												Jan-94		50.4		117.1398146831

																																												Feb-94		48.9		113.3725324526

																																												Mar-94		48		114.5733480479

																																												Apr-94		47.3		123.8895622474

																																												May-94		46.6		130.509132404

																																												Jun-94		46.2		139.9950240765

																																												Jul-94		46		144.0229542696

																																												Aug-94		46.1		151.8233455404

																																												Sep-94		46.3		153.0713669066

																																												Oct-94		46.7		138.7984869888

																																												Nov-94		47.2		126.6855721962

																																												Dec-94		47.5		126.1938651555

																																												Jan-95		47.3		102.7441102523

																																												Feb-95		46.6		100.5553778857

																																												Mar-95		45.9		97.2305988526

																																												Apr-95		45.4		102.8926158077

																																												May-95		45.5		106.9695327611

																																												Jun-95		45.8		113.6002779775

																																												Jul-95		46		113.5614606055

																																												Aug-95		45.7		114.3576212598

																																												Sep-95		44.9		113.1480640476

																																												Oct-95		44.1		110.775060193

																																												Nov-95		43.4		112.3352074647

																																												Dec-95		42.9		123.1276101644

																																												Jan-96		42.6		116.0819146977

																																												Feb-96		42.4		119.4337724548

																																												Mar-96		42.1		122.5676103125

																																												Apr-96		41.9		124.492230436

																																												May-96		41.6		124.0938802931

																																												Jun-96		41.4		128.748708069

																																												Jul-96		41.2		130.2488936528

																																												Aug-96		41		132.1418873887

																																												Sep-96		40.8		132.0816371057

																																												Oct-96		40.6		131.8395214852

																																												Nov-96		40.5		131.0055041558

																																												Dec-96		40.5		131.9426954557

																																												Jan-97		40.7		129.6920309558

																																												Feb-97		40.8		132.0066653568

																																												Mar-97		40.9		132.9225180235

																																												Apr-97		41.2		136.7708663136

																																												May-97		41.5		140.0721152715

																																												Jun-97		42		148.5046479456

																																												Jul-97		42.4		151.7794035618

																																												Aug-97		42.6		152.6010046924

																																												Sep-97		42.6		152.3885003979

																																												Oct-97		42.4		154.5143293214

																																												Nov-97		42.3		148.8450568268

																																												Dec-97		42.2		154.2574693992

																																												Jan-98		42		146.8818997204

																																												Feb-98		41.8		146.2568923117

																																												Mar-98		41.6		144.3830376494

																																												Apr-98		41.2		146.8403794781

																																												May-98		40.6		146.9039054913

																																												Jun-98		39.6		146.2018510249

																																												Jul-98		38.2		142.2682179276
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Russia

Poland

Expenditure on pensions in % of GDP
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Индекс интенсивности промышленного производства в % к январю 1990 г.

Денежная масса М2 в ценах декабря 1991 года (млрд. руб., правая шкала)

80.4

305.5072463768

79.6

252.3394846322

79

220.87828515

78

199.656736191

76.4

194.2448681995

74.2

208.8937816788

72.1

239.8938587738

70.5

283.3240785421

69.4

335.2635714089

68.7

345.7200626069

68.5

289.3042086709

68.8

244.5367187364

69.3

218.2886274789

69.5

189.5432130522

69.2

180.758159635

68.6

188.8558648343

67.6

194.5596274887

66.1

190.05638226

64.2

182.0354749253

62.2

165.3639740354

60.3

138.4671486006

58.1

130.6840898189

55.5

122.4863733286

52.7

132.503053005

50.4

117.1398146831

48.9

113.3725324526

48

114.5733480479

47.3
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46.6

130.509132404

46.2

139.9950240765

46

144.0229542696

46.1

151.8233455404

46.3
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46.7

138.7984869888

47.2

126.6855721962

47.5

126.1938651555

47.3

102.7441102523

46.6

100.5553778857

45.9

97.2305988526

45.4

102.8926158077

45.5

106.9695327611

45.8

113.6002779775

46

113.5614606055

45.7

114.3576212598

44.9

113.1480640476

44.1

110.775060193

43.4

112.3352074647

42.9

123.1276101644

42.6

116.0819146977

42.4
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42.1

122.5676103125

41.9
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41.6
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130.2488936528

41
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40.8
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40.6
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40.5
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40.5
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40.7

129.6920309558

40.8
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41.5
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42
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152.6010046924

42.6
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42.3
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42
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41.8

146.2568923117

41.6

144.3830376494

41.2

146.8403794781

40.6
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39.6

146.2018510249

38.2

142.2682179276
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Индекс интенсивности промышленного производства в % к январю 1990 г.

Денежная масса М2 в ценах декабря 1991 года (млрд. руб., правая шкала)
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				Actual rate of morthly consuuumer prices index during		Avtoregressive model of CPI

		jan. 92

				38

				30

		april 92		25

				12

				18

		juli 92		11		11

				9		14

				11		16

		okt. 92		24		19

				26.5		20.5

				25		21

		jan. 93		26		20.5

				24.9		19

				19.9		17

		april 93		19.8		16

				17.7		16

				20		16.5

		juli 93		22.5		16.5

				26		17

				23		17

		okt. 93		20		16

				15		15.5

				12		15

		jan. 94		18		14

				10		13.5

				7		13

		april 94		8		12.5

				6		12.5

				5.1		12

		juli 94		4.9		11.9

				4.8		11.9

				7.5		12.5

		okt.94		15.5		12

				13		11

				17		10.5

		jan. 95		18		9.9

				11		8.5

				9		8

		april 95		8		8

				8		8

				7		8.5

		juli 95		5		9

				4.9		9

				5		9.5

		okt. 95		5		9

				5		8

				3		7.5

		jan. 96		4		7

				2.8		6.5

				2.5		6

		april 96		2		6

				1.5		5.5

				1		5

		juli 96		0		5

				-0.9		4.5

				0		4

		okt. 96		2		3.5

				2.5		3

				2		2.5
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Actual rate of morthly consuuumer prices index during

Avtoregressive model of CPI

% a month

Actual dynamics of consumer prices in Russia between January 1992 to December 1996 and its regression model
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																								Россия		Польша																																																																						Россия		Польша

																						1990				500																																																																				1991				28

																						1991		200		90																																																																				1992		22		29

																						1992		1100		80																																		Россия		Польша																																1993		15		32.5

																						1993		1000		70																																1989		100		100																																1994		13		33

																						1994		300		55																																1990		95		100																																1995		12		31

																						1995		200		50																																1991		83		83																																1996		11

																						1996		20		20																																1992		70		81

																																																										1993		62		85

																																																										1994		58		97

																																																										1995		56		100

																																																										1996		51		103
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Россия

Польша

Логарифм %

Инфляция в России и Польше в 1990-1996гг.
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Россия

Польша

Динамика реального ВВП России и Польши
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Россия

Польша

Гогарифм %

Коэффициент монетизации экономик России и Польши в 1991-1996гг.
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				Index of intensity of industrial production as percentage of 1990 level		Money mass M2 in December 1991 prices (billions of rubles, right-hand scale)

		Jan 1992		80.4		305.5072463768

		Feb 1992		79.6		252.3394846322

		Mach 1992		79		220.87828515

		Apr 1992		78		199.656736191

		May 1992		76.4		194.2448681995

		Juny 1992		74.2		208.8937816788

		July 1992		72.1		239.8938587738

		Aug 1992		70.5		283.3240785421

		Sept 1992		69.4		335.2635714089

		Oct 1992		68.7		345.7200626069

		Nov 1992		68.5		289.3042086709

		Dec 1992		68.8		244.5367187364

		Jan 1993		69.3		218.2886274789

		Feb 1993		69.5		189.5432130522

		Mach 1993		69.2		180.758159635

		Apr 1993		68.6		188.8558648343

		May 1993		67.6		194.5596274887

		Juny 1993		66.1		190.05638226

		July 1993		64.2		182.0354749253

		Aug 1993		62.2		165.3639740354

		Sept 1993		60.3		138.4671486006

		Oct 1993		58.1		130.6840898189

		Nov 1993		55.5		122.4863733286

		Dec 1993		52.7		132.503053005

		Jan 1994		50.4		117.1398146831

		Feb 1994		48.9		113.3725324526

		Mach 1994		48		114.5733480479

		Apr 1994		47.3		123.8895622474

		May 1994		46.6		130.509132404

		Juny 1994		46.2		139.9950240765

		July 1994		46		144.0229542696

		Aug 1994		46.1		151.8233455404

		Sept 1994		46.3		153.0713669066

		Oct 1994		46.7		138.7984869888

		Nov 1994		47.2		126.6855721962

		Dec 1994		47.5		126.1938651555

		Jan 1995		47.3		102.7441102523

		Feb 1995		46.6		100.5553778857

		Mach 1995		45.9		97.2305988526

		Apr 1995		45.4		102.8926158077

		May 1995		45.5		106.9695327611

		Juny 1995		45.8		113.6002779775

		July 1995		46		113.5614606055

		Aug 1995		45.7		114.3576212598

		Sept 1995		44.9		113.1480640476

		Oct 1995		44.1		110.775060193

		Nov 1995		43.4		112.3352074647

		Dec 1995		42.9		123.1276101644

		Jan 1996		42.6		116.0819146977

		Feb 1996		42.4		119.4337724548

		Mach 1996		42.1		122.5676103125

		Apr 1996		41.9		124.492230436

		May 1996		41.6		124.0938802931

		Juny 1996		41.4		128.748708069

		July 1996		41.2		130.2488936528

		Aug 1996		41		132.1418873887

		Sept 1996		40.8		132.0816371057

		Oct 1996		40.6		131.8395214852

		Nov 1996		40.5		131.0055041558

		Dec 1996		40.5		131.9426954557

		Jan 1997		40.7		129.6920309558

		Feb 1997		40.8		132.0066653568

		Mach 1997		40.9		132.9225180235

		Apr 1997		41.2		136.7708663136

		May 1997		41.5		140.0721152715

		Juny 1997		42		148.5046479456

		July 1997		42.4		151.7794035618

		Aug 1997		42.6		152.6010046924

		Sept 1997		42.6		152.3885003979

		Oct 1997		42.4		154.5143293214

		Nov 1997		42.3		148.8450568268

		Dec 1997		42.2		154.2574693992

		Jan 1998		42		146.8818997204

		Feb 1998		41.8		146.2568923117

		Mach 1998		41.6		144.3830376494

		Apr 1998		41.2		146.8403794781

		May 1998		40.6		146.9039054913

		Juny 1998		39.6		146.2018510249

		July 1998		38.2		142.2682179276
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Index of intensity of industrial production as percentage of 1990 level

Money mass M2 in December 1991 prices (billions of rubles, right-hand scale)



				Tax non-payments as a percentage of GDP		Number of completed bankruptcies

		1990		1.1		29

		1991		4.1		305

		1992		4.4		910

		1993		5.3		1048

		1994		4.5		1030

		1995		3.6		1030



&A

Страница &P



		



&A

Page &P

Tax non-payments as a percentage of GDP

Number of completed bankruptcies

Tax non-payments as a percentage of GDP

Number of completed bankruptcies

Tax non-payments and bankruptcy in Poland 1990-1995
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				Bulgaria		Czechoslovakia		Hungary		Poland		Romania												Болгария		Чехословакия		Венгрия		Польша		Румыния

		1970		294		223		200		251		255										1970		294		223		200		251		255

		1988		394		300		276		305		363										1988		394		300		276		305		363

		1992		251		236		224		247		236										1992		251		236		224		247		236
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				Industrial ontput intensity index to Januay 1990		M2 in prices December 1991, (Right Scale)

		jan. 1992		80.4		305.5072463768

		feb. 1992		79.6		252.3394846322

		march1992		79		220.87828515

		april 1992		78		199.656736191

		mai 1992		76.4		194.2448681995

		juni 1992		74.2		208.8937816788

		juli 1992		72.1		239.8938587738

		aug. 1992		70.5		283.3240785421

		sept. 1992		69.4		335.2635714089

		okt.1992		68.7		345.7200626069

		nov. 1992		68.5		289.3042086709

		dez. 1992		68.8		244.5367187364

		jan. 1993		69.3		218.2886274789

		feb. 1993		69.5		189.5432130522

		march 1993		69.2		180.758159635

		april 1993		68.6		188.8558648343

		mai 1993		67.6		194.5596274887

		juni 1993		66.1		190.05638226

		juli 1993		64.2		182.0354749253

		aug. 1993		62.2		165.3639740354

		sept. 1993		60.3		138.4671486006

		okt.1993		58.1		130.6840898189

		nov. 1993		55.5		122.4863733286

		dez. 1993		52.7		132.503053005

		jan. 1994		50.4		117.1398146831

		feb. 1994		48.9		113.3725324526

		march 1994		48		114.5733480479

		april 1994		47.3		123.8895622474

		mai 1994		46.6		130.509132404

		juni 1994		46.2		139.9950240765

		juli 1994		46		144.0229542696

		aug. 1994		46.1		151.8233455404

		sept. 1994		46.3		153.0713669066

		okt. 1994		46.7		138.7984869888

		nov. 1994		47.2		126.6855721962

		dez. 1994		47.5		126.1938651555

		jan. 1995		47.3		102.7441102523

		feb. 1995		46.6		100.5553778857

		march 1995		45.9		97.2305988526

		april 1995		45.4		102.8926158077

		mai1995		45.5		106.9695327611

		juni 1995		45.8		113.6002779775

		juli1995		46		113.5614606055

		aug. 1995		45.7		114.3576212598

		sept. 1995		44.9		113.1480640476

		okt. 1995		44.1		110.775060193

		nov. 1995		43.4		112.3352074647

		dez. 1995		42.9		123.1276101644

		jan. 1996		42.6		116.0819146977

		feb. 1996		42.4		119.4337724548

		march 1996		42.1		122.5676103125

		april 1996		41.9		124.492230436

		mai 1996		41.6		124.0938802931

		juni 1996		41.4		128.748708069

		juli 1996		41.2		130.2488936528

		aug. 1996		41		132.1418873887

		sept. 1996		40.8		132.0816371057

		okt. 1996		40.6		131.8395214852

		nov. 1996		40.5		131.0055041558

		dez. 1996		40.5		131.9426954557

		jan. 1997		40.7		129.6920309558

		feb. 1997		40.8		132.0066653568

		march 1997		40.9		132.9225180235

		april 1997		41.2		136.7708663136

		mai 1997		41.5		140.0721152715

		juni 1997		42		148.5046479456

		juli 1997		42.4		151.7794035618

		aug. 1997		42.6		152.6010046924

		sept. 1997		42.6		152.3885003979

		okt. 1997		42.4		154.5143293214

		nov. 1997		42.3		148.8450568268

		dez.1997		42.2		154.2574693992

		jan. 1998		42		146.8818997204

		feb. 1998		41.8		146.2568923117

		march.1998		41.6		144.3830376494

		april 1998		41.2		146.8403794781

		mai 1998		40.6		146.9039054913

		juni 1998		39.6		146.2018510249

		juli 1998		38.2		142.2682179276
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Industrial ontput intensity index to Januay 1990

M2 in prices December 1991, (Right Scale)
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						Industrial output in % tu 1990																												Доля (М2) в ВВП (%)		Промышленное производство (в% к 1990г.)

		1992 1st. q		9.7		90.9																										1992г. 1кв.		9.7		90.9

		2nd.		12.5		91.2																										2кв.		12.5		91.2

		3rd.		16.1		84.4																										3кв.		16.1		84.4

		4th.		17.5		80.4																										4кв.		17.5		80.4

		1993 1st. q.		13.7		86.7																										1993г.1кв.		13.7		86.7

		2nd.		11.5		86.1																										2кв.		11.5		86.1

		3rd.		11.2		73.3																										3кв.		11.2		73.3

		4th.		9.3		71.6																										4кв.		9.3		71.6

		1994 1st. q.		7.5		53.8																										1994г.1кв.		7.5		53.8

		2nd.		9.4		49.6																										2кв.		9.4		49.6

		3rd.		13		53.5																										3кв.		13		53.5

		4th.		9.2		48.2																										4кв.		9.2		48.2

		1995 1st. q.		6.8		46.6																										1995г.1кв.		6.8		46.6

		2nd.		7.2		40.8																										2кв.		7.2		40.8

		3rd.		7.5		41.5																										3кв.		7.5		41.5

		4th.		8.5		40.4																										4кв.		8.5		40.4

		1996 1st. q.		8.5		41.5																										1996г.1кв		8.5		41.5
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Share of broad money ( М2) in  GDP (%)

Industrial output in % tu 1990

Share of  money (M2) in GDP and industrial output in Ukraine
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Доля (М2) в ВВП (%)

Промышленное производство (в% к 1990г.)

Доля денег М2 в ВВП и промышленное производство на Украине.
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				Revenues of consolidated budget of RF ( % of GDP)		Government revenues of Poland (% of GDP)																																доходы консолидированного бюджета РФ (%ВВП)		государственные доходы Польши (% ВВП)

		1992		40		44																														1992		40		44

		1993		41		49																														1993		41		49

		1994		36		46																														1994		36		46

		1995		34		48																														1995		34		48
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Revenues of consolidated budget of RF ( % of GDP)

Government revenues of Poland (% of GDP)

Share in GDP

Government revenues of Russia and Poland
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доходы консолидированного бюджета РФ (%ВВП)

государственные доходы Польши (% ВВП)

Доля ВВП

Государственные доходы Польши и России.
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				Expenditure of consolidated budget, credits to CIS countries exclusive (% of GDP)		Public expenditure in Poland (% of GDP)																								Расходы консолидированного бюджета без кредитов странам СНГ (%ВВП)		Государственные расходы Польши (%ВВП)

		1992		56		51																						1992		56		51

		1993		48		50.5																						1993		48		50.5

		1994		47		47																						1994		47		47

		1995		40		50																						1995		40		50
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Expenditure of consolidated budget, credits to CIS countries exclusive (% of GDP)

Public expenditure in Poland (% of GDP)

Share in GDP

Public expenditure in Russia and Poland
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Расходы консолидированного бюджета без кредитов странам СНГ (%ВВП)

Государственные расходы Польши (%ВВП)

Доля ВВП

Государственные расходы России и Польши.
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				Russia		Poland																																								Индекс интенсивности промышленного производства в % к январю 1990 г.		Денежная масса М2 в ценах декабря 1991 года (млрд. руб., правая шкала)

		1989		5.8		8.1																																						Jan-92		80.4		305.5072463768

		1990		6		8																																						Feb-92		79.6		252.3394846322

		1991		7		12.2																																						Mar-92		79		220.87828515

		1992		4.9		15																																						Apr-92		78		199.656736191

		1993		6.9		15.2																																						May-92		76.4		194.2448681995

		1994		6		15.9																																						Jun-92		74.2		208.8937816788

		1995		5.2		15.7																																						Jul-92		72.1		239.8938587738

																																												Aug-92		70.5		283.3240785421

																																												Sep-92		69.4		335.2635714089

																																												Oct-92		68.7		345.7200626069

																																												Nov-92		68.5		289.3042086709

																																												Dec-92		68.8		244.5367187364

																																												Jan-93		69.3		218.2886274789

																																												Feb-93		69.5		189.5432130522

																																												Mar-93		69.2		180.758159635

																																												Apr-93		68.6		188.8558648343

																																												May-93		67.6		194.5596274887

																																												Jun-93		66.1		190.05638226

																																												Jul-93		64.2		182.0354749253

																																												Aug-93		62.2		165.3639740354

																																												Sep-93		60.3		138.4671486006

																																												Oct-93		58.1		130.6840898189

																																												Nov-93		55.5		122.4863733286

																																												Dec-93		52.7		132.503053005

																																												Jan-94		50.4		117.1398146831

																																												Feb-94		48.9		113.3725324526

																																												Mar-94		48		114.5733480479

																																												Apr-94		47.3		123.8895622474

																																												May-94		46.6		130.509132404

																																												Jun-94		46.2		139.9950240765

																																												Jul-94		46		144.0229542696

																																												Aug-94		46.1		151.8233455404

																																												Sep-94		46.3		153.0713669066

																																												Oct-94		46.7		138.7984869888

																																												Nov-94		47.2		126.6855721962

																																												Dec-94		47.5		126.1938651555

																																												Jan-95		47.3		102.7441102523

																																												Feb-95		46.6		100.5553778857

																																												Mar-95		45.9		97.2305988526

																																												Apr-95		45.4		102.8926158077

																																												May-95		45.5		106.9695327611

																																												Jun-95		45.8		113.6002779775

																																												Jul-95		46		113.5614606055

																																												Aug-95		45.7		114.3576212598

																																												Sep-95		44.9		113.1480640476

																																												Oct-95		44.1		110.775060193

																																												Nov-95		43.4		112.3352074647

																																												Dec-95		42.9		123.1276101644

																																												Jan-96		42.6		116.0819146977

																																												Feb-96		42.4		119.4337724548

																																												Mar-96		42.1		122.5676103125

																																												Apr-96		41.9		124.492230436

																																												May-96		41.6		124.0938802931

																																												Jun-96		41.4		128.748708069

																																												Jul-96		41.2		130.2488936528

																																												Aug-96		41		132.1418873887

																																												Sep-96		40.8		132.0816371057

																																												Oct-96		40.6		131.8395214852

																																												Nov-96		40.5		131.0055041558

																																												Dec-96		40.5		131.9426954557

																																												Jan-97		40.7		129.6920309558

																																												Feb-97		40.8		132.0066653568

																																												Mar-97		40.9		132.9225180235

																																												Apr-97		41.2		136.7708663136

																																												May-97		41.5		140.0721152715

																																												Jun-97		42		148.5046479456

																																												Jul-97		42.4		151.7794035618

																																												Aug-97		42.6		152.6010046924

																																												Sep-97		42.6		152.3885003979

																																												Oct-97		42.4		154.5143293214

																																												Nov-97		42.3		148.8450568268

																																												Dec-97		42.2		154.2574693992

																																												Jan-98		42		146.8818997204

																																												Feb-98		41.8		146.2568923117

																																												Mar-98		41.6		144.3830376494

																																												Apr-98		41.2		146.8403794781

																																												May-98		40.6		146.9039054913

																																												Jun-98		39.6		146.2018510249

																																												Jul-98		38.2		142.2682179276
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Expenditure on pensions in % of GDP
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Индекс интенсивности промышленного производства в % к январю 1990 г.

Денежная масса М2 в ценах декабря 1991 года (млрд. руб., правая шкала)

80.4

305.5072463768

79.6

252.3394846322

79

220.87828515

78

199.656736191

76.4

194.2448681995

74.2

208.8937816788

72.1

239.8938587738

70.5

283.3240785421

69.4

335.2635714089

68.7

345.7200626069

68.5

289.3042086709

68.8

244.5367187364

69.3

218.2886274789

69.5

189.5432130522

69.2

180.758159635

68.6

188.8558648343

67.6

194.5596274887

66.1

190.05638226

64.2

182.0354749253

62.2

165.3639740354

60.3

138.4671486006

58.1

130.6840898189

55.5

122.4863733286

52.7

132.503053005

50.4

117.1398146831

48.9

113.3725324526

48

114.5733480479

47.3

123.8895622474

46.6

130.509132404

46.2

139.9950240765

46

144.0229542696

46.1

151.8233455404

46.3

153.0713669066

46.7

138.7984869888

47.2

126.6855721962

47.5

126.1938651555

47.3

102.7441102523

46.6

100.5553778857

45.9

97.2305988526

45.4

102.8926158077

45.5

106.9695327611

45.8

113.6002779775

46

113.5614606055

45.7

114.3576212598

44.9

113.1480640476

44.1

110.775060193

43.4

112.3352074647

42.9

123.1276101644

42.6

116.0819146977

42.4

119.4337724548

42.1

122.5676103125

41.9

124.492230436

41.6

124.0938802931

41.4

128.748708069

41.2

130.2488936528

41

132.1418873887

40.8

132.0816371057

40.6

131.8395214852

40.5

131.0055041558

40.5

131.9426954557

40.7

129.6920309558

40.8

132.0066653568

40.9

132.9225180235

41.2

136.7708663136

41.5

140.0721152715

42

148.5046479456

42.4

151.7794035618

42.6

152.6010046924

42.6

152.3885003979

42.4

154.5143293214

42.3

148.8450568268

42.2

154.2574693992

42

146.8818997204

41.8

146.2568923117

41.6

144.3830376494

41.2

146.8403794781

40.6

146.9039054913

39.6

146.2018510249

38.2

142.2682179276
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Индекс интенсивности промышленного производства в % к январю 1990 г.

Денежная масса М2 в ценах декабря 1991 года (млрд. руб., правая шкала)

80.4

305.5072463768

79.6

252.3394846322

79

220.87828515

78

199.656736191

76.4

194.2448681995

74.2

208.8937816788

72.1

239.8938587738

70.5

283.3240785421

69.4

335.2635714089

68.7

345.7200626069

68.5

289.3042086709

68.8

244.5367187364

69.3

218.2886274789

69.5

189.5432130522

69.2

180.758159635

68.6

188.8558648343

67.6

194.5596274887

66.1

190.05638226

64.2

182.0354749253

62.2

165.3639740354

60.3

138.4671486006

58.1

130.6840898189

55.5

122.4863733286

52.7

132.503053005
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154.2574693992

42

146.8818997204

41.8

146.2568923117

41.6

144.3830376494

41.2

146.8403794781

40.6

146.9039054913

39.6
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				Actual rate of morthly consuuumer prices index during		Avtoregressive model of CPI

		jan. 92

				38

				30

		april 92		25

				12

				18

		juli 92		11		11

				9		14

				11		16

		okt. 92		24		19

				26.5		20.5

				25		21

		jan. 93		26		20.5

				24.9		19

				19.9		17

		april 93		19.8		16

				17.7		16

				20		16.5

		juli 93		22.5		16.5

				26		17

				23		17

		okt. 93		20		16

				15		15.5

				12		15

		jan. 94		18		14

				10		13.5

				7		13

		april 94		8		12.5

				6		12.5

				5.1		12

		juli 94		4.9		11.9

				4.8		11.9

				7.5		12.5

		okt.94		15.5		12

				13		11

				17		10.5

		jan. 95		18		9.9

				11		8.5

				9		8

		april 95		8		8

				8		8

				7		8.5

		juli 95		5		9

				4.9		9

				5		9.5

		okt. 95		5		9

				5		8

				3		7.5

		jan. 96		4		7

				2.8		6.5

				2.5		6

		april 96		2		6

				1.5		5.5

				1		5

		juli 96		0		5

				-0.9		4.5

				0		4

		okt. 96		2		3.5

				2.5		3

				2		2.5
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Actual rate of morthly consuuumer prices index during

Avtoregressive model of CPI

% a month

Actual dynamics of consumer prices in Russia between January 1992 to December 1996 and its regression model
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																								Россия		Польша																																																																						Россия		Польша

																						1990				500																																																																				1991				28

																						1991		200		90																																																																				1992		22		29

																						1992		1100		80																																		Россия		Польша																																1993		15		32.5

																						1993		1000		70																																1989		100		100																																1994		13		33

																						1994		300		55																																1990		95		100																																1995		12		31

																						1995		200		50																																1991		83		83																																1996		11

																						1996		20		20																																1992		70		81

																																																										1993		62		85

																																																										1994		58		97

																																																										1995		56		100

																																																										1996		51		103
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Россия

Польша

Логарифм %

Инфляция в России и Польше в 1990-1996гг.
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Россия

Польша

Динамика реального ВВП России и Польши
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Россия

Польша

Гогарифм %

Коэффициент монетизации экономик России и Польши в 1991-1996гг.
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				Index of intensity of industrial production as percentage of 1990 level		Money mass M2 in December 1991 prices (billions of rubles, right-hand scale)

		Jan 1992		80.4		305.5072463768

		Feb 1992		79.6		252.3394846322

		Mach 1992		79		220.87828515

		Apr 1992		78		199.656736191

		May 1992		76.4		194.2448681995

		Juny 1992		74.2		208.8937816788

		July 1992		72.1		239.8938587738

		Aug 1992		70.5		283.3240785421

		Sept 1992		69.4		335.2635714089

		Oct 1992		68.7		345.7200626069

		Nov 1992		68.5		289.3042086709

		Dec 1992		68.8		244.5367187364

		Jan 1993		69.3		218.2886274789

		Feb 1993		69.5		189.5432130522

		Mach 1993		69.2		180.758159635

		Apr 1993		68.6		188.8558648343

		May 1993		67.6		194.5596274887

		Juny 1993		66.1		190.05638226

		July 1993		64.2		182.0354749253

		Aug 1993		62.2		165.3639740354

		Sept 1993		60.3		138.4671486006

		Oct 1993		58.1		130.6840898189

		Nov 1993		55.5		122.4863733286

		Dec 1993		52.7		132.503053005

		Jan 1994		50.4		117.1398146831

		Feb 1994		48.9		113.3725324526

		Mach 1994		48		114.5733480479

		Apr 1994		47.3		123.8895622474

		May 1994		46.6		130.509132404

		Juny 1994		46.2		139.9950240765

		July 1994		46		144.0229542696

		Aug 1994		46.1		151.8233455404

		Sept 1994		46.3		153.0713669066

		Oct 1994		46.7		138.7984869888

		Nov 1994		47.2		126.6855721962

		Dec 1994		47.5		126.1938651555

		Jan 1995		47.3		102.7441102523

		Feb 1995		46.6		100.5553778857

		Mach 1995		45.9		97.2305988526

		Apr 1995		45.4		102.8926158077

		May 1995		45.5		106.9695327611

		Juny 1995		45.8		113.6002779775

		July 1995		46		113.5614606055

		Aug 1995		45.7		114.3576212598

		Sept 1995		44.9		113.1480640476

		Oct 1995		44.1		110.775060193

		Nov 1995		43.4		112.3352074647

		Dec 1995		42.9		123.1276101644

		Jan 1996		42.6		116.0819146977

		Feb 1996		42.4		119.4337724548

		Mach 1996		42.1		122.5676103125

		Apr 1996		41.9		124.492230436

		May 1996		41.6		124.0938802931

		Juny 1996		41.4		128.748708069

		July 1996		41.2		130.2488936528

		Aug 1996		41		132.1418873887

		Sept 1996		40.8		132.0816371057

		Oct 1996		40.6		131.8395214852

		Nov 1996		40.5		131.0055041558

		Dec 1996		40.5		131.9426954557

		Jan 1997		40.7		129.6920309558

		Feb 1997		40.8		132.0066653568

		Mach 1997		40.9		132.9225180235

		Apr 1997		41.2		136.7708663136

		May 1997		41.5		140.0721152715

		Juny 1997		42		148.5046479456

		July 1997		42.4		151.7794035618

		Aug 1997		42.6		152.6010046924

		Sept 1997		42.6		152.3885003979

		Oct 1997		42.4		154.5143293214

		Nov 1997		42.3		148.8450568268

		Dec 1997		42.2		154.2574693992

		Jan 1998		42		146.8818997204

		Feb 1998		41.8		146.2568923117

		Mach 1998		41.6		144.3830376494

		Apr 1998		41.2		146.8403794781

		May 1998		40.6		146.9039054913

		Juny 1998		39.6		146.2018510249

		July 1998		38.2		142.2682179276



&A

Страница &P



Лист16

		



&A

Page &P

Index of intensity of industrial production as percentage of 1990 level

Money mass M2 in December 1991 prices (billions of rubles, right-hand scale)
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