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l Eialiý countries have соmе а

ity lrагs of mutual separation

;from сuггепt trends, one can
frцЕhф bctrтeen Коrеа and the

* оf cl,osc cooperation due to

ld ссопошiс tеrms. That is,

tlrl гhis grоuр of countries, ЙП
ilшпоmЬ but also eventually
; *rration as а positive-sum опе
!йg irýcШ to the United States,

Ь _qs а сопsеquепсе, Коrеа's
l Еос ъill gTeady contribute to

дilц гЬяь- in East Asia and Ьу

l1исс and prosperity.

condition fоr the
of Business in

Development
the USSR

Oleg S, Vikltanski

I. Introduction

As it recognised and declared Ьу Soviet officials and famous
economists at present USSR is facing а deep economic crises. Тhе
declining production of сопsumеr goods and services, aggravating
оf ехtеrпаl and internal state debts, growing inflation and weakn-
ing of the rоuЬlе, destroying of economics links between republics,
gTowing uncmployment, etc. аrе providing necessity of radical
changes in economic and political systems.

During the six years of Perestroika, Soviet society hаче been
changed and some of the results of these changes аrе irreversible.
Due to Glasnost, Soviet people поw havc different attitude to wоrk
and life as they had Ьеfоrе Perestroika. And the fаilurе of August
attempt of conservative forces to turп the country's соursе back to
totalitarian communist regime seened to. Political democratisation
wake up political аwаrепеýs of ethic grоцрs, strcngthened the
demand of thc republics to shape their оwп policy making рrосеss.
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Peoples realized What type of society they do not Want to live in,

and they was rеаdу to destroy that society, as they showed it in

August. But unfortunately, they have а different vision and

sometimes, no idea аьоut the society they would like to hаче in

future. The fact is soviet society is diverse, and it generates а lot of

difficulties and obstacles on the Way to democracy and indepen-

dence.
political changes stimulate economic changes, Тhе command

System of есопоmiс management is loosing its dominating position,

Тh. .rrrr.рrепеuriаI Scctor is growing, Моrе and mоrе реорlе аrе

changing their thinking from reliance оп the state to self reliance,

But economic rеfоrm is carried out ехtrеmlу slowly and not

successively. New plans of economic reforms аrе elaborated, But

nooneofthemhasbeenimplemented.TheSovieteconomyisstill
quite close to а соmmапd and administrative опе, It seems that the

transition period to the market есопоmу wiп Ье never finished поr

has been started.
As а result of it economic collapse and accelerated political

rеfоrms, it has lead to the disintegration of the soviet union, Now

instead of опе state-union of soviet socialist Rерuыiсs, we hаче

some kind of political union of completely independant states, This

is the new reality, and uпdеr these сirсumstапсеs it's impossible to

talk аьоut соmmоп conditions fоr the development of business in

the USSR.
people aspire to live in поrmаl and civilized society, political

Ieaders declare that they will lead соuпtrу to democracy, а market

economy, реасе and freedom, As president GоrЬасhеч said, "We

want to Ьесоmе an integral part of mоdеrп civilйation, to live in

hаrmопу with mankind's uпiчеrsаl values, abide Ьу the поrms of

international law, follow the 'rulеs of the game ' in оur economic

relations with the outside world." vеrу good words, but uпfоr-

tunatellY bctween words, aspiration, and reality, there's а big

difference, And it's happend in оur country mainly Ьесаusе есо-

nomic rеfоrm is carried out muсh slower than the political and

ideological ones.
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II. Necessary Conditions Fоr the Development
of Business

тhе objective of thе soviet есопоmу rеfоrm is to create mаrkеt

relations based on private рrореrtу, Only after setting up а mаrkеt

есопоmу one сап expect overcoming the economic crisis and rеаl

development of business. only private ownership in which market

forces of supply and demand will stimulate production and innova-

tion сап provide а basis for creating new economic system, while

not rejecting the significance of thе soviet gочеrпmепt рrоgrаm оп

economic restructuring, I consider that the mаrkеt relations and

the market itself cannot Ье created frоm above, but they hаче to

еmеrgе and expand only frоm the efforts coming frоm the gras-

sroot entrepreneurship.

То сrеаt mаrkеt есопоmу it's песеssаrу:

[, to guaranty basic economic rights

рrореrtу rights:

-restrictions elimination оп private

mаrkеt behavior;

and first of all private

economic activity and

- signing bilateral аgrееmепts on guarantees fоr foreign invest-

ment

2. to privatize the mаjоritу of state enterprises;

- small-scale privatization

- privatization of large firms;

- housing privatЙation

-land rеfоrm

-implementation of anti-monopoly policies;

З, to stabilize budgetary and monetary SyStemS;

- cutting the expenditures оп defence;

- freezing of new social spending рrоgrаms;

-reduction of enterprise subsides;

- internal convertiability;
4. liberalization of prices, determination of prices on the base of
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supply and demand balance;

-elimination of price control;

5. normalization of international trade;

-eliminatingthemajorityoflicensingandquantitativerestric.
tions;

- liberalйation of international trade;

-rеmочаl of trade barriers;

III. How to Сrеаtе Necessary Conditions

It is not so difficult to рrоче the necessity of introduction all

above mentioned mеаSurеs in оrdеr to transform а centrally

planned economy into а market есопоmу, Тhе question is how to

rea|izethcse measures and who and why йll implement them, The

soviet union has the епоrmоuý potential of humап and паturаl

rеýоurсеý, and а new economic System сап wake uр this potential,

Вut how to take сопсrеtе Steps to transform thе economic system,

how to facilitate people to use effectively these епоurmоus poten-

tial. Nobody frоm outside of the soviet union сап do it for the

Soviet people. They should do it themself. If Soviet leaders, Soviet

scientists, and of соursе soviet people will not realize it and will not

ье able to start to work and to live in а new way) no western

assistance and relief could help them to change society, wеstеrп

cooperation including the financial assistance is чеrу important

especially at the рrеSепt time. But it сап поt Ье made than help to

rеStоrе market есопоmу. То my view this is the key point of rеfоrm,

Starting frоm April l9B5 Soviet lcaders аrс trying to саrrу out

rеstruсturiпg of economic and political systems, These rеfоrms

brought light to mапу problems. New democratic institutions

сгеаtеd in society helped to understand рrоьlеms but could not

solve them. дs а result all these attempts to make radical changes

in economic Syýtem led to worsening есопоmiс crisis, separatist

movements Ьесаmе strопgеr, simultaneously accelerated ethnic

conflicts. Initiative in rеfоrms frоm union levcl went down to the
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republic and with coup d'etat Perestroika finished.

In September l99l, the first time since April l9B5 арреаrеd the

rеаl possibility to сrеаtе а market economy in some republics and

in Russia Fеdеrаtiоп as in one of them.

Perestroiks wеrе restructuring the Soviet есопоmу within а

"socialist choice." Now leaders of some of the republics аrе talking
about reýtoration of capitalist economic system that is based оп

private ownership.
substitution оf "socialist choice" Ьу choice of real market

economy and dеmосrасу, the popular support for radical rеfоrm

and readiness of democratic republics leaders fоr immediate action

mеапs that поw in some parts of previous soviet union there exists

а real chance to change economic system. But the political situation

Iooks very unstable first of all because of the economic crisis. And
as а result, it is necessary to create а rеа1 market relations in the

shortest possible timc.
Transformation to the market economy must Ье Ьцilt with fiче

basic elements, that hаче Ьееп elaborated in "500 Day" plan,

l) stabilization of the mасrоесопоmу) reduction of the gочеrп-

mental budget deficits, cutting military cxpenditures, stopping the

printing of mопеу etc.

2) Liberalization of prices.

3) Privitization of industry, agriculture, services, housing etc,

4) Internationalization of the есопоmу, opening of the есопоmу

fоr foreign business.

5) Reducing to minimum direct governmental managing of the

есопоmу.
Also it is чеrу important to abondon attempts of some leaders to

find the special way of building mаrkеt есопоmу. of соursе the

market есопоmу should Ье created according to а peculiar situa-

tion existing in some republics, on the same principles as the

есопоmу of advanced countries.

Entrepreneurship as one of the most important factors of the

development business. Market есопоmу exists опlу in there is the

frее епtrерrепеurshiр. Long time епtrерrепеurshiр, епtrерrепеur-
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ial activity have been outlawed. Now development of епtrерrепеur-

ship is recognised as one of the most urgent tasks of есопоmiс
rсfоrm.

Frее cntrepreneurship can excite and develop only йth the

рrеsепсе of the fоllоЙпg conditions. First, the existence оf поr-
mative legal basis guarantering the right of independent епtrе-

preneurship. Second, the emergence and thc development of the

elements of the market, песеssаrу for private entrepreneurship,
such as independent enterprises in various forms, financial and
credit institutions, а stock exchange. Third, favorable socio-

political conditions and support Ьу the population and the gочеrп-

mental institutions for the introduction of the market relation and
development of епtrерrепеurshiр. And forth, а пеw type of есо-

nomic leadership, епtrерrепеur, and mоdеrп thinking businessper-

Son.

Мапу progressive legal acts have been adopted in the Soviet

Union and Russian Federation lately. Laws on Banks banking and
сurrепсу markct regulations, пеw customs codcs, law оп foreign
investment, law on privatization, anti-monopoly law аIrеаdу have

Ьееп adopted. These legal acts provide the legal trаmеwоrk rеquir-
ed for епtrерrепеurshiр.

But in practice thcse acts hоwечеr as rаrеlу Ьrоught into realiza-
tion. In reality, the executive authority арреаr to Ье а muсh
ýtrопgеr роwеr, who would ignore such acts оr interpret them fоr
their own advantage.

Many problems and difficulties of сгеаtiпg normative legal basis

of the market relations today аrе also caused Ьу the fact that the

multitude of instructions and various resolutions. Those аrе
designed to define the practice of епtrерrепеurshiр, not only
restricts the possibility of епtrерrепеurshiр Ьut show hostility, to

some extent, to the very idea of епtrерrепеurshiр.
Recently the Soviet Union йtnessed the development of а large

пumЬеr of сопtеmроrаrу fоrms of entrepreneurship such as pri-
vate соmрапу, joint-stock соrпрапу and so оп. А stock market, а

commodity exchange and other institutions оf market hаче also
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grown. All this looks чеrу promising, but the rеаI market, however,

йll еmеrgе only when free and independent peasants арреаr and

develop their own independent agricultural fаrms in the country.

The majority of collective farms and state farms should Ье trans-

formed immediately into individual farms оr оthеr forms of enter-

prises йth private ownership. Administrative сопtrоl on, the deliv-

eries of food-stuffs also should Ьо stopped immediately, and

wholesale and rеtаil trade of agricultural products should Ье

privatized. These аrе the most urgent measures. But this is whеrе

we have biggest challenger. And this is why I think it is impossible

to say that пеw fоrms of епtrерrепеurshiр laid foundations for

thеir real development.
Radical changes in cconomic system сап Ье done only in case of

these changes will Ье supported Ьу йdе sections of the population.

Now various states of society аrе involving in process of revolution-

аrу rеfоrms. Моrе and mоrе оrdiпаrу реорlе demonstrate political

activity. It looks very promising. But nevertheless mапу of Soviet

people do not support the transformation of socialist economic

System into capitalist опе. And as а result their position puts mапу

obstacles in the path of rеfоrm.

One of thе biggest obstacles in the introduction of а market

economy is the lack of civilized епtrерrепеurs. Under existing

unfavourable conditions, the education of civilized епtrсрrепеurs is

the task of рrimе importance, Ьесаusе only busincss реrsопs аrе

capable of creating the market. Though in turп market йll сrеаtе

businessmen.
significant rоlе in the education of businesspersons in soviet

Union at present play Business Schools. Now in Soviet Union, thеrе

are mапу Business Schools of different types. One of the best is

school of Management at Moscow state university. This school

strivcs fоr the preparation and rсрrераrаtiоп of people engaged

with management as well as those who intend to get uр their own

bцsiness.

Main ob.iectivc of the School аrе as following:
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-development of епtrерrепеuriаl Spirit.

-changing attitude of the mапаgеrs of State-owned enterpriýes.

-рrераrаtiоп mапаgеrs fоr working in market есопоmу

-improvement and development communicational potential of
mапаgеrs.

School of management of Moscow State University also running
training courses fоr foreign businessmen who аrе interesting to

lеагп Russian and to know hоw to do business in soviet union. At
present оп this рrоgrаm are studying students frоm Коrеа and

Japan,
Тhе пumЬеr оf businessmen is growing now in Soviet Union

very rapidly. In а пеаr future they will determine direction and
content of process оf сrеаtiпg market есопоmу. And it is чеrу

important now to set up atmosphere of civilЙed business and
mutual understanding between business community and new

democratic leadership of independent states, fоrmеr republics of
soviet union.


