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Last April has not introduced any principle changes in the dynamics of business indicators of the Russian industrial sector. The slow growth in sales was accompanied by the same slow decline in monetary schemes of sales. However, the attitude towards barter has changed: for the first time ever enterprises consider its volume insufficient. The demand constraints caused an absolute rise in the volume of finished produce and a slowdown in the rate of production growth.
Business Survey Results of 1001 Enterprises.

April 2001 (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
	37
	21
	2
	+19

	Average prices
	22
	70
	7
	1
	+15

	Costs of unit
	40
	50
	8
	2
	+32

	Volume of order-books level (effective)
	21
	62
	14
	3
	+7

	Volume of order-books level (barter)
	6
	54
	17
	23
	-11

	Volume of order-books level (others)
	4
	61
	11
	24
	-7

	Volume of stocks of  finished goods
	25
	42
	23
	10
	+2

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

	Your present production
	3
	33
	62
	2
	-59

	Your order-books level (effective)
	1
	33
	64
	2
	-63

	Your order-books level (barter)
	12
	40
	13
	35
	-1

	Your order-books level (others)
	10
	45
	13
	32
	-3

	Your export order books
	1
	27
	41
	31
	-40

	Your present stocks of finished goods
	29
	40
	22
	9
	+7

	Your present stocks of raw materials
	8
	43
	43
	6
	-35

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

	Volume of output
	46
	39
	13
	2
	+33

	Average prices
	35
	60
	4
	1
	+31

	Costs of unit
	47
	42
	8
	3
	+39

	Numbers employed
	19
	66
	13
	2
	+6

	Volume of order-books level (effective)
	26
	56
	10
	8
	+16

	Volume of order-books level (barter)
	5
	54
	13
	28
	-8

	Volume of order-books level (others)
	5
	60
	8
	27
	-3

	Volume of export  order books level
	12
	52
	3
	33
	+9

	Stocks of finished goods
	11
	58
	23
	8
	-12
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Assessment of current situation

Last April has not introduced any principle changes in the dynamics of business indicators of the Russian industrial sector. The rise of the main indicator - effective demand- practically remained unchanged. Similar to the situation in March, our regular survey registered a growth in the monetary sales. The balance (intensity of growth) proved to be the best value over the last 6 months, however, it is still substantially lower than the respective maximal value of the last year (April 2000). An absolute contraction in sales continues in the light, food- processing, wood working sectors and appeared (though insignificant it is as yet) in the sector for electric power and non-ferrous metallurgy.

The minimal growth in effective demand does not allow enterprises to proceed with contracting the volume of non-monetary settlements, as it was noted before. In April, the change in barter, promissory note and off-set deals showed the former- minimal for the last months- intensity of its decline. None of the industry branches reported an absolute growth in such operations, but the decline intensity was closely approaching zero in the metallurgical complex, forestry, and the food-processing sector: the responses on growth were nearly counterbalanced by the ones on contraction. Furthermore, while estimating barter, for the first time ever the national industrial sector showed the prevalence of “below norm” responses. At the same time, so far this prevalence rate is minimal and takes place only in metallurgy and light industry. However, considering low rates of the growth in effective demand, such a radical change in the enterprises’ attitude towards barter sounds as alarm bell. The situation appears yet more dangerous because of the growth in references to a low demand as a reason that inhibits the production rise. In April 2001, 53% of enterprises shared this view, which is the worst value over the last two years.

The demand constraints have led to an absolute rise in the volume of finished produce in the national industrial sector. It is for the first time in last five years that the surveys registered a positive balance of the change of this indicator: it was in April 1996 when enterprises last reported the same phenomena. Let us note that in summer 1998, when the contraction in effective demand was as significant as in 1996, there was no growth in the produce stock, while at present such a growth in the stock of finished produce was reported by all the industries, except chemicals, petrochemicals, construction sector, and light industry. The enterprises consider their volume of reserves of finished produce excessive for the second month running. In April the balance grew by another 3 points, and the excessive stock was still registered in all the sectors, except the construction and light ones.

The slow growth in sales and the accumulation of an excessive stock of produce force enterprises to constrain their output. Last April showed a slowdown in the output growth rate vs. March. It was only the ferrous metallurgy, construction industry and light industry that reported a rise in intensity of their output.

Predictions and expectations

Since early 2001 the forecasts of the change in effective demand have fluctuated within the range of 16 to 20%. That shows the enterprises maintaining their hopes for a high (as it actually occurred in April and between August to October 2000) growth in their sales. In June-July an absolute contraction in monetary sales may become possible only in the forestry and light industry, while the other sectors showed a greater optimism in this respect.

The forecasts of barter, promissory note and offset schemes remain the worst (i.e. it may well happen that the contraction in the number of such deals would take the slowest pace) over the last 1.5 years. It is only the metallurgical sector that forecasts a growth in barter, while other sectors probably would demonstrate smaller rates of its contraction, with the food and construction industries reporting a possible growth in the volume of promissory note and off-set deals. As a result, at present a. 20% of enterprises are ready to compensate for a fall in their monetary sales by raising the volume of non-monetary transactions.

The forecasts of the change in output remain at the lowest level over the last 12 months. The production growth is still anticipated by all the sectors, except the sector for electric power and forestry. The optimism also gradually weakens in employment forecasts- the respective balance declines for the third quarter running. However, the industrial sector on the whole still shows the prevalence of hopes for a growth in employment. In the II nd quarter, the downsizing may happen in electric power, non-ferrous metallurgy, forestry, and light industry.

April 28, 2001

Sergey Tsukhlo,
Chief, Business Surveys Department

Charts of next Issue: money-based demand expectations


Prices expectations
 (balance = up-down)
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