RUSSIAN BUSINESS SURVEYS BULLETIN

INDUSTRY

99 SURVEY - AUGUST 2000


INSTITUTE FOR THE ECONOMY IN TRANSITION 
Director: Yegor Gaidar
5, Gazetny per, Moscow 103918 Russia
Tell: (+7 095) 229-93-91,  Fax: 203-88-16

E-mail:
tsukhlo@iet.ru
[image: image1.wmf]-60

-45

-30

-15

0

15

30

7/98

10/98

1/99

4/99

7/99

10/99

1/00

4/00

7/00

10/00

%

EFFECTIVE AND BARTER DEMAND TRENDS

(BALANCE=UP-DOWN)

EFFECTIVE: REPORTED, EXPECTED

BARTER: REPORTED, EXPECTED


[image: image2.wmf]-20

-10

0

10

20

7/98

10/98

1/99

4/99

7/99

10/99

1/00

4/00

7/00

10/00

BALANCES OF TOTAL DEMAND TRENDS

(TOTAL=EFFECTIVE+BARTER)

REPORTED

EXPECTED

%


[image: image3.wmf]-0.7

-0.5

-0.3

-0.1

0.1

0.3

0.5

0.7

0.9

07/98

10/98

01/99

04/99

07/99

10/99

01/00

04/00

07/00

10/00

INDEX OF SUBSTITUTION OF BARTER DEMAND 

FOR EFFECTIVE DEMAND

REPORTED

EXPECTED


[image: image4.wmf]-45

-30

-15

0

15

30

45

7/98

10/98

1/99

4/99

7/99

10/99

1/00

4/00

7/00

10/00

%

OUTPUT AND EMPLOYMENT TRENDS

(BALANCE=UP-DOWN)

OUTPUT: REPORTED, EXPECTED

EMPLOYMENT: EXPECTED





The development of the Russian industry practically has regained its positive dynamics in August. The growth rate in effective demand and output almost caught up the best values of 2000. The substitution for the contracting barter transactions with monetary sales became more intensive, and  the enterprises forecast an unprecedented decline in the volume of direct barter deals over the forthcoming months.

Business Survey Results of 999 Enterprises.

August 2000

(percentages of total answers)

What has been the trends over the PAST 2-3 months:
Up
Same
Down
N/A
Balance

Volume of output
40
47
12
1
+28

Average prices
28
67
4
1
+24

Volume of order-books level (effective)
26
65
7
2
+19

Volume of order-books level (barter)
4
54
29
13
-25

Volume of order-books level (others)
7
59
16
18
-9

Do you consider that in volume terms:
Above normal
Normal
Below normal
N/A
Balance

Your present production
3
35
62
0
-59

Your order-books level (effective)
1
37
61
1
-60

Your export order books
1
25
43
31
-42

Your present stocks of finished goods
17
42
32
9
-15


1
44
28
27
-27

What are the expected trends for the NEXT 2-3 months:
Up
Same
Down
N/A
Balance

Volume of output
49
42
8
1
+41

Average prices
43
53
3
1
+40

Volume of order-books level (effective)
31
60
7
2
+24

Volume of order-books level (barter)
5
51
31
13
-26

Volume of order-books level (others)
6
57
17
20
-11







Assessment of current situation

In August, effective demand continued its growth. The intensity of the latter practically has renewed after the fall noted between May to June. The volume of monetary sales grew in all the sectors, except the food- processing industry, which showed an absolute decline in monetary demand over the summer month. The most intensive growth in monetary sales was noted in the sector for electric power, light and metallurgical industry branches.

The volume of barter transactions continue to shrink. In August 2000, the intensity of the process has peaked a record value ever registered since the beginning of monitoring this index in August 1998.  Out of the industrial sector as a whole, only 4% of enterprises reported growth in their barter deals vs. 29% of responses regarding their decrease. It is the metallurgical sector, forestry, wood- working, and paper and pulp sectors  that demonstrated  the highest rate of the contraction in such deals. It was only  the sector for electric power that showed an absolute growth in barter.

The rise in the overall (effective + barter) demand has also begun to renew owing to its monetary component. Whereas  barter  has  declined continuously over recent months,  it is impossible to  reach previously registered high value of  the growth in the overall demand. However, in the conditions of  the improvement of  economic situation, it is unlikely that one should set such an objective: anyway, enterprises need a rise in effective demand rather than its substitutes. That is why it is another indicator- index of the substitution of barter demand with effective- that becomes more informative. A positive value of that is an evidence of the prevalence, among enterprises reported various  changes in effective and barter demand, of  those, whose effective demand was growing against the declining barter demand. At the same time, a negative  value of  the given index testifies to the existence of a reverse correlation. In August 2000, the substitution index peaked its maximum: such an intensive supplanting of barter deals with monetary ones has not been observed since August 1998.

The growth in output also continues to renew. In August, its intensity grew by another 9 points and practically caught up the best value of 2000 registered in February- March. The output was growing in all the sectors but the food- processing industry branch, in which the majority of reports evidenced production decline, with the metallurgical sector, chemicals and petrochemicals demonstrating the most rapid raising of their output.

The stock of finished produce has proved to be insufficient to satisfy the growing demand. In August, the dissatisfaction with the sufficiency of the stock fell by 3 points, thanks to the  improvement of the situation in metallurgical complex and forestry, while  the other sectors showed no change in the present situation.

The accessibility of credits substantially depends on the sector. It is metallurgical, fuel, chemical and petrochemical companies that are the most welcomed  borrowers, while the construction industry, light, forestry, wood- working, and paper and pulp companies experience a lot of problems with obtaining credits.

Predictions and expectations
The projections of change in output improve for the fourth month running, while optimism of the August expectations practically has reached the absolute maximum level registered in January 2000. Almost half enterprises forecast a growth in output over the forthcoming months, while the fall in optimism was registered only in the chemical. petrochemical and construction sectors. At the same time, it is the sector for electric power and the light industry,  in which the  most intensive rise in output  becomes possible.

In August, the forecasts in the change in effective demand remained unchanged ( i.e. at the highest level), except the construction industry that envisages an absolute decline in monetary sales, while the other sectors showed either no change in their forecasts, or those became more optimistic.

In August, the forecasts of the change in barter deals fell to the most pessimistic level in August. The proportion of reports on an envisioned decline in barter  rose up to 31% after 15%-18% that used to be registered steadily over  this year. The further contraction in barter deals is envisioned by all the sectors, but the industry of construction materials and food-processing sector that project even an absolute growth in barter.

August 30, 2000

Sergey Tsukhlo,
Chief, Business Surveys Department

Charts of next Issue: effective demand expectations


Output expectations in subsectors
(balance=up-down)
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