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The first results of July testify to the ongoing unstable situation in the national industrial sector. The discontinuation of effective demand along with the growth in excessive stocks make the prospects of further growth doubtful, though both enterprises and the government still hope for that.
Business Survey Results of 989 Enterprises.

July 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
32
47
21
0
+11

Average prices
19
75
6
0
+13

Costs of unit
40
55
5
0
+35

Volume of order-books level (effective)
17
63
16
4
+1

Volume of order-books level (barter)
5
57
17
21
-12

Volume of order-books level (others)
5
61
13
21
-8

Volume of stocks of  finished goods
22
45
21
12
+1

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

Your present production
0
34
62
4
-62

Your order-books level (effective)
1
36
58
5
-57

Your order-books level (barter)
11
45
11
33
0

Your order-books level (others)
10
45
16
29
-6

Your export order books
1
20
44
35
-43

Your present stocks of finished goods
31
39
18
12
+13

Your present stocks of raw materials
10
41
41
8
-31

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

Volume of output
45
44
10
1
+35

Average prices
36
61
2
1
+34

Costs of unit
47
42
10
1
+37

Numbers employed
20
64
13
3
+7

Volume of order-books level (effective)
23
61
11
5
+12

Volume of order-books level (barter)
4
57
12
27
-8

Volume of order-books level (others)
7
61
9
23
-2

Volume of export order books level
11
50
5
34
+6

Stocks of finished goods
14
46
24
17
-10

Reference frequency in respect of the factors streng​thening competition at Russian industrial markets, %

1996
1997
1998
1999
2000
2001

1. shrinkage of internal effective demand 
81
81
76
64
48
53

2. growth in imports output
31
23
28
8
9
14

3. better quality of imports
7
9
11
7
14
10

4. low prices of imports
17
14
18
5
9
12

5. possibility to openly advertise and promote own products 
4
2
4
3
6
4

6. curbing of prices by Russian competitors
14
15
15
20
23
23

7. penetration of other Russian producers to your markets 
18
25
25
26
34
36

8. activities of Antimonopoly Com-mittee and the government of RF
8
9
4
6
3
5

9. activities of trading and intermediary organisations 
9
13
16
24
22
18

10. others
11
6
6
6
9
7

Source: Surveys by IET.
Assessment of current situation

In July, the dynamics of demand variables did not experience changes compared with June, which means that for the second month running enterprises report the discontinuation of the growth in monetary sales across the industrial sector on the whole. On the sectoral level, the absolute decline in monetary sales continues in the ferrous metallurgy, forestry, woodworking, light and food sectors, and it appeared in the sector for electric power. As a result, the proportion of monetary settlements for products bought did not change in July and accounted (similar to June) for 75-76%.

Despite the discontinuation of the growth in effective demand, the enterprises still prefer to contract their volumes of non-monetary deals. Similar to June, the number of reports on decline of barter, promissory note and offset transactions proved to be bigger than the number of reports on their growth. Such a situation is noted in all the sectors, but the industry of construction materials that showed a slight growth in barter in July. However, the enterprises began to change their attitude towards non-monetary transactions: given that while estimating the volume of barter in the industrial sector, until January the responses “above” norm would prevail steadily, the respective balance has become zero since April 2001. The volumes of promissory note and offset deals considered insufficient since April 2000 (the start of the monitoring of the index), while in July 2001 the insufficiency in terms of the volume of such deals reached its maximum value. It is only metallurgical plants that consider their volumes insufficient.

The problems with sales have led to the growth in the volume of stocks of finished produce. For the second quarter running the reports on the growth in the index prevailed in the industrial sector. So far, the prevalence is not serious and it would be more correct to state the discontinuation of the decrease in the volume of stocks of finished produce. However, the alarming sign is that there has not been a balance of responses (up-down) for five years, with such a balance registered in 1996. Meanwhile, an absolute growth in the stock of finished goods was reported by the ferrous metallurgy, chemicals, and machine building. The enterprise’ estimates of their stocks of finished produce appeared yet more alarming: the excessive stock has been registered for the fifth month running, which has not been noted since summer 1998. At the time the enterprises also reported the excess for 5 months, but it was the default in August 1998 that allowed the national producers to get rid of excessive stocks within a few weeks.

In July the intensity in growth in output rose by another several points and reached the level registered in February 2001. The contraction in the output was registered only in the sector for electric power, metallurgy, light and food industries. In 2001, the loading rate of production capacities roughly accounted for 55%.

Predictions and expectations

The forecasts of the change in effective demand dropped by 4 points in July and became the worst values over 2001. Nonetheless, the growth in sales is expected in all the sectors except the one for electric power. The forecasts of barter, promissory note and offset operations remained unchanged. On the whole enterprises expect the slowest decline in barter for the last two years and practically a full stop of the decline in the volume of promissory note and offset deals. The growth in barter may become possible only in the food sector, while the rise in promissory notes and offsets - in the metallurgy, light and food sectors.

The forecasts of changes in output improved for the second month running. The balance in July became the best over the last five months. The growth in output is forecasted by all the industries except the food sector, with the most optimistic expectations registered in the construction sector, electric power, metallurgy and machine building. After the decline in the forecasts of the change in employment registered for three quarters, they improved in July. It is only the ferrous metallurgy, chemicals, petrochemicals and construction sector that may experience downsizing within the forthcoming months, though an excessive (due to the envisaged growing demand) employment was also registered in the sector for electric power, forestry, wood-working, and paper and pulp sector.

July 26, 2001

Sergey Tsukhlo,
Chief, Business Surveys Department


Barter demand expectations
 (balance = up-down)
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