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The results of the October survey show signs of the possible slowdown of the industrial growth. First, the actual effective demand growth rate stop to grow. The growth in optimism in sales forecasts has stopped yet in August. Secondly, enterprises discontinued to raise the volume of their output and are not going to do that within the forthcoming months. Thirdly, the producers are not happy any more with the compensation for the fall in monetary sales through barter and other schemes.

Business Survey Results of 1003 Enterprises.

October 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
42
44
14
0
+28

Average prices
32
64
3
1
+29

Costs of unit
52
40
7
1
+45

Volume of order-books level (effective)
26
64
7
3
+19

Volume of order-books level (barter)
4
53
28
15
-24

Volume of order-books level (others)
6
60
15
19
-9

Volume of stocks of  finished goods
18
48
24
10
-6

Do you consider that in volume terms:
Above normal
Nor-
mal
Below normal
N/A
Balance

Your present production
2
37
61
0
-59

Your order-books level (effective)
4
33
62
1
-58

Your order-books level (barter)
21
42
13
24
+8

Your order-books level (others)
12
43
15
30
-3

Your export order books
1
24
40
35
-39

Your present stocks of finished goods
16
40
34
10
-18

Your present stocks of raw materials
8
27
58
7
-50

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

Volume of output
47
43
8
2
+39

Average prices
47
49
2
2
+45

Costs of unit
56
32
9
3
+47

Numbers employed
21
68
9
2
+12

Volume of order-books level (effective)
28
60
9
3
+19

Volume of order-books level (barter)
4
53
24
19
-20

Volume of order-books level (others)
3
60
14
23
-11

Volume of export  order book level
14
45
5
36
+9

Stocks of finished goods
15
53
21
11
-6

The share of produce is sold for cash and barter, %


For cash
For barter


1996
1997
1998
1999
2000
1996
1997
1998
1999
2000

Electrical energy



24
60



21
4

Ferrous metals
17
17
21
39
56
63
64
59
23
17

Non-ferrous metals
37
33
35
25
28
42
38
13
5
31

Chemicals and petrochemicals
19
18
19
25
46
58
60
55
27
18

Machine building
34
19
24
34
45
46
60
55
22
15

Wood and timber
36
26
37
37
37
45
51
42
29
21

Construction material
39
28
13
21
31
45
54
72
29
22

Light
32
26
31
40
51
51
58
44
26
14

Food and drinks
55
61
48
59
59
30
21
28
18
14

Assessment of current 

In October the intensity of the growth in effective demand practically has remained the same. The correlation between reports about rise and decrease of sales remained at the September level, with an absolute contraction in monetary sales being registered only in the metallurgical sector and the construction industry, while the other sectors have maintained the previous level of their monetary sales.

The contraction in barter transactions is steady and continues in all the industrial sectors. As a result, the increasingly bigger amount of produce is sold for cash (see the Table). The most intense substitution for barter demand with effective one takes place in the electric power, fuel and light sectors, while the most moderate one- in the construction industry.

Despite the maintenance of the previous growth rates of effective demand, in October the intensity of growth in output fell by 3 points, while rising only in the ferrous metallurgy and light industry. The other industry branches reported a slowdown in their output, while the industry of construction materials and the food-processing sector showed an absolute fall in output.

The finished produce in stock continues to decrease, although not at such a high pace as between late - 1998 through early - 1999, when the Russian industrial sector commenced its “normal” growth at the expense of effective demand. As some calculations show, the dynamics of the stock is determined mostly by the dynamics of output, i.e. with the growth developing, the stock start to growth as well, and vice versa. The change in demand does not substantially influence the volume of stock: Russian enterprises discontinue to use them as a buffer to promptly satisfy new orders.

The correlation between the estimates of finished products in stock remains the same: the industry has reported the prevalence of “below norm” answers for two consecutive years. In October, the deficit of the stock was registered in all the industry branches, but the food- processing sector. It is the construction industry, light and woodworking sectors that reported an especially great lack of the stock.

The enterprises’ stock of raw materials is still insufficient, however, the situation is improving gradually, and the October estimates have proved to be the best ones since 1994. It is the light industry, machine building and wood- working sectors that experienced the problem with sufficiency at most.

Predictions and expectations

In October, the forecasts of changes in output worsened by several points. The growth of optimism discontinued yet in September, however, the drop was not that serious over the last two months. Nonetheless, the actual growth rate discontinues to rise as well, i.e. the September forecasts have begun to come true, and, judging the correlation between actual and envisaged changes in output over the prior months, industrial growth should be slowing down over the forthcoming months. In terms of industry branches, the growth in optimism in forecasts was registered only in the ferrous metallurgy and wood- working sector, while the other sectors can hardly share their optimism.

The decrease in optimism of forecasts of output appears fairly logical against the background of forecasts of change in effective demand. The growth in optimism in forecasts of sales discontinued yet in August, while considering the ongoing decline in barter and other non- monetary kinds of demand, should enterprises raise their output, it would create problems for the “normal”, monetary sales. However, it is most likely that the producers would not like to compensate for that with surrogates: 86% of enterprises would like to get rid of those at all, however, only 46% would be able to do that.

In October, the changes in barter basically remain unchanged- enterprises still anticipate the most intensive decline in such deals, while an absolute growth in barter may become possible only in the non- ferrous metallurgy and the construction sector.

The forecasts of employment in 2000 show a steady optimism: over the year, 21 to 23% of enterprises reported their plans to recruit new employees. During the months to come, it is only the construction sector and forestry that may downsize in terms of staff. As some calculations show, the plans of change in employment definitely are under the impact of forecasts in changes in effective demand only, while neither barter, nor other kinds of non- monetary demand are considered by enterprises in the course of their decision- making in terms of recruitment/dismissing their employees.

October 30,2000

Sergey Tsukhlo,
Chief, Business Surveys Department

Charts of next Issue: EMPLOYMENT expectations


Barter demand expectations
 (balance = up-down)
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