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INTRODUCTION

Reformation is one of the fundarﬁental factors of social
change. When the social relations, productive relations and machinary
and human relations in the process of production ﬁnd under satisfaction or
the expectation of the level of production remain unstable, it is felt
sometimes very essential to adopt and introduce reforms to bring a'bout'
desired results. Reformation is also sometimes directed against the
old traditional system of any.kind starting from vreligion. to economy.
Recently, Russia after the fall of socialism, i.e. statism introdubed
agricultural reforms tobuild new relation patterns among the factors of
production to enhance the productivity. It has been experienced that due
to collective farming the individual and human factors in the process of
production lost its interest and initative which resulted in the collapse of -
statism. So, inorder to restabilize the economy Russian governrhent
embarked on a path of economic reforms in general and agricultrual

reforms in particular.

Details of totalitarian domination in the former USSR, the five

year period of anarchist "Peristroika" of its economy according to Mikhail

| “G‘orbachev's methods and the unsystematic and inconsistent reforms



in agriculture, industry, market, finance etc. of the last five years (1991-
95) under the conditions of new liberal economic and political wind
unfortunately did not lead to deep structrual and quantitative changes in

the socio-economic situation in Russia.

The documents that articulate the tasks and goals of the reform
describe an orientation toward the formation of a mixed..agra'rian structure
in Russia. The concrete té_sk and goals of the reforms i'nclude the
development of market relations, transitions to private land
ownerships, broad privatization of productive capital during the process
of reorganizing the collective and state farms (which includes de-
" collectivization and division of state farms info smallr private lands),
state support to the newly and emerging private farmers and agricultural
enterpreneurs, the financial arrangements to the entire sector, the
agricultural machinery and technology to be supplied, etc. The aim of this
massive reform proposals from 1991 onwards, was an over all revision of
attitudes to the land on the basis of its redistribution, creation of new
organizational farms and establishment of new conditions for the
formation of a land market. The new agrarian reform seeks to imp.rove
the productivity and efficiency of the agricultural sector while at the
same time cutting production c_:ost and permitting the elimination of

subsidies. In particular a primary goalis to create a stratum of private



peasant farmers, who offered the possibility of becoming rich, wil

significantly increase food output, which will in turn benifit all of society.

Agrarian relations, production relatiéns in agriculture is the
basic structure of any agricultural system. Since land is the primary
means of production in agriculture, the form of land property is the
basis of agrarian relations. The nature of agrarian relationé is
determined by the nature of land ownership and land .fenure. Agrarian
relations change as conditions of land ownership change and land
tenure change. The structural, organiztional and policy changes in the land
owhership and management after disintigration is very much important
in the new reform proposal of agrarian sector. Almost all agricultural
land in the Soviet Union was socialized and operated by either
collective and state farms. Private land ownership was a matter ofA
anticommunism or capitalism. Theoreticaily, private property is a
cont;adictory factor in the socialist | structure. But to some extent it was

managed in the former USSR to a lesser degree, for private use only.

Agrarian reforms in general and decollectivization in particular
were considered to be important policy objectives for successful
economic transition in Russia and for radical transformation of agriculture. -

With that in view since 1992 through édicts of the president and



resolutions of the Russian Government, agrarian reforms have been
carried out. As a result of the de-collectivization programme all
collective farms and state farms were required to set up committees to
reorganize their units into either individual brivate farms or their
transformation into producing co.-operatives, Joint Stock Companies or a
combination of the two. There Was also another option of breaking up
collective;iffar}f\” i}ht:o small family private farms. Hence by the end of 1995,
more than 85 bercent of collective farms and étate farms were

reorganized.

Ownership of land and distribution of land are two  important
factors affecting any  agriculture. Russian  agriculture after the
disintigration of the Soviet Union is under transition. Both the polity énd
the economy are now mbving toward a democratic market oriented
economic system. The question now arises_whether the present agrarian
reform and legislation hithereto is éble to create a mixed
agricultural structure by liquidating the collective state farms, assigning
individual farmers a subsidiary role. Shduld the right to choose be
given to the peasants themselves on the basis of their voluntary
participation in a gradual remarking of collective state farms and
programs, financed through state structures for the construction of

blocks for the private farms producing for market? Should collectivized



farms be privatized totally or selectivily? Shouid the peasant private
farm sector be developed by reorganizing collective and state farms
where members have the right to leave and take land and property to a
system of large farms? Should the new econémic structure be created
with the aid of market criteria and machanisms' or continue  with the
administrative methods? From this point of view, it is useful to take a
look at the concrete problem of private and public ownership of land, of -

large and small scale agricultural production, in foreign countries.

The principal agricultural production unit in Europe, the
United States and Japan, family farms producing primarily for the
market; the principal production units of developing Asian countries are
small scale peasant commodity farms. But the question here arises
whether Russia can accomodate the newly emerging private farmers to
compete with the farmers of the other countries regarding production,
management marketization principles . As the co:ncept of markef is
nascent in the Russian air 'and agriculture, individual ownership
farming coupled with state sponsored farming with particibation of
farmers will enhance the productivity. Collective farming is to be
replaced by individual ownership farming to rémove the ills of human
factors in the process of production. Finally, land redistribution

system would enhance the productivity of the agrarian sector.



The necessity for agrarian reforms is dictated the  demands of
the economic and political development of the - country and by the
peasants powerful movement for land. The ‘degree of radicalism‘ of
the .'efo>rms is determined by a  combination of social and economic
conditions in the given country, the correlation of class forces and the
nature: of the regime. The reéent changes in the agrarian sector in
Russia, after the collapse of the Soviet Union fs impbrtant in the
agrarian history of Russia. These years from 1991 to 1995 and onwards
marked a beginning of transition from the collective and state farming
to private farming. The presént work titled "Agrarian Reforms in
post-Soviet Russia", is an attempt to study the process of transition of

Russian agriculture.

The dissertation consists of four main chapters apart from

introduction and concluding remarks.

The FIRST CHAPTER focusses on the theoretical aspects
of the agricultural system. It describes a brief history of Russian
agriculture and it finds out the origins of the contemporary problem in the

historical perspective. .



The SECOND CHAPTER deals with the various legal
framework for land reforms which involves in the ownership and
distribution of land. The new patterns of private farming, farm

restructuring and reorganization have been given due importance.

The THIRD CHAPTER focuses on the various personnel and

.. administrative changes accumulated over the five year period since the

igr;céption of the reforms in 1991,

The FOURTH CHAPTER discusses the various socio-

economic and political impediments to the agricultural reforms.

The concluding CHAPTER recapitulates the main
arguments and makes tentative speculation on the future of agricultural

reforms in Russia.
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Historical Background of the Russian Agrarian Sector.

Every crisis is grown out of the histroy . Lenin, once aptly = remarked
that “we are building a new system out of the bricks that the old order
has left us. The structural and instituational contents of an
emerging  socio-political,  socio-economic situation is not shaped into
existence 6L;t of nothing. The plinth of social soil exists as a historical
reality, both concrete and total - which provides a multiplicity of
complex, intervening and intérconnecting links in time and space.
History indeed is a living testimony of its transparent dialectics.” So in

evaluating the present crisis we need to look back, into the history of

Soviet agriculture in the historical perspective.

In conducting a review of Russian agriculture we need to
consider why the former Soviet Union persisted for so long with its
particﬁlar form of tripartite collectjvised, state and private agriculture when
other societies in the so called socialist block made serious modification
in the system and in some cases (e.g China and Poland) lafgely
rejected the Soviet model. All the infrastructure of Russian agriculture
reflected the tripartite system of productian whether in barrage facillites,
machinery or banking.f we can understand the historic reasons for the

persistence of such a system we will have better basis to understand the



nature of the profound crisis which is curently threating Russian
Agriculture. The causes of the present crisis are sought in the historical -
origins of the role of agricultrue in the forced march to industiralizatio‘n by
the USSR and in the impact of the recent post-Soviet reforms agriculture.‘ '
" It is no exaggeration to say that the crisis in Russian and Common |
Wealth of Independent States( CIS) farming may soon be comparable
with the losses inflicted on the economy in the years of the second v:lorld
war and it is one of the major threats to the stability, even survival of

the Russian Federation.

Organisation of Farm

Collective and state farms were initially created not as large
independent agricultural enterprises, but in the form of a subsystém of
the states now disintegrated nonmarket national economic system of
planned distribution, Under the Soviet constitution, land was the exclusi;/e
property of the state and collective and state farms enjoyed firmly
established, free and indefinite use of the land, without the right of
alienation. Their production organisation was determined not by
internal economic rationality based on a market evaluation of the

combination of existing factors of production (land, capital,labour) but by

! Pockney, B.P. Agriculture in the New Russian Federation. Journal of Agricultral Economics .45(3);
Sept’94,p.328



specific external condition -centralised | administration and the
dominant ideological principles. Collective and state farms bore de
facto responsibility for only part of the opeatibns in the production cycle,
where as the hvarvest, for example, was "the business of all the people™
and entailed the mass forced mobilization on the uiban work force
for seasonal agricultural work, thus there was a marging of othe

collective state farm system with other elements. of the centraliized

planned economy.

All most all the agricultural land in the Soviet Union was
socialized and operated by either collective and state farms. The
average.size in 1980s was large--6,600 hectares (16,300 acres) for
collective farms and 17,300 hectares (42,730 acres) for the state farms.
These two types ot farms had a total cultivated area of approximately
225 million hectares (555 million acres), some 40 pefcent larger than the
. ‘cultivated area in the United States and more than five times that of
Canada. Due to the large size of the farms, their total number is quite
small : at the end of 1980, 25,800 collective farms and 21,000 state
farms. The same trend continued till the disintegration of the Soviet
Union, with a very marginal change. The total down area in the

socialized sector was devided approximately equally between the

2 Aleksandrov, lurii. Agrarian Reform based on Social Agreement. Problems of Economic Transition. 37(6);
Oct’94 ; p.10. ‘
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collective and state farms, with the state farms having 54 percent of
sown area in the 1980s. Collective farms have about 515 workers and

state farms about 550, annual average basis. >

The Collective Farm Mechanism :-

In theory a collective farm is a producer cooperative managed by a
chairman and a board of directors whom the members elect. 'The'
collective farm is assigned land in perpetuity, though -ﬁ'\e farm can
neither sell nor rent the land. In fact, collective farms possess only limited
dicision making authority. Each farm is required to deliver | a
substantial amount of its output to the state procurement agencies. If
sale to the state exceed the amount specified the farms receive
substantially higher prices for most commodities. The bonus is
generally 50 percent of the procurement price *. Farms may sell part
of their output in the collective farm markets, where parices more
rarely reflect supply and demand conditions but such sales are
possible only after the farms have made plannerd deliveries to the
procurement agencies. Members of the collective farms receive

payment on the basis of the number of days market and factors that

3y
Ibid, p.11. e
* Johnson, Gale. and Brooks (1983) , Prospects for Soviet Agriculture in the 1980s , Broomington : Indiana

University press p.31-32



reflect the skill required for the work performed. Until till. 1950's the
members were residual claimants to the income of the collective farms.
However in the 1960's a system of minimum monthly payments was
instituted and the collective farms were required to make  such
payments on a timely basis > On a farm of low productivity the
minimum payments, with some adjustemnts for skill factors, may be all
that is received. On a farm with high productivity, payments, can and do

exceed the minimum payments by a substantial margin.
The State Farm Mechanism :-

The state farm can be reasonaly accurately described as a
corporate farm. Workers receive a wage, and the state supplies the
capital and takes most of the profit, it any. If there is loss, this is covered

by a subsidy.

When agriculture was first socialized during the late 1920s,
important differences existed between collective and  state farms.
However, in the 1960s effort was being made to reduce the differences

between the two forms of agricultural farms. The instituation of the

 Hudlund 1989, Stephan. Private Agriculture in the Soviet Union. London and New York: Routledge
p-p.126-127



minimum wage for members of collective farms probably had more than |
one objective, but one effort was to make the colleétive farm much
more like the state farm. The relative importance of the state farms, as
measured by sown area, had increased greatly form the 1950s. In 1950
state farms cultivate someWhat more than half of the sown area GI.The
same trend continued with chénges in some variables till the Gorbachev

era came to an end.
riculture :-

Theoritically, private property is contradictory factor in the socialist
structure. But to some extent it was managed in the former USSR to a

lesser degree for private use only.

Members of colletive farms and employees on state farms, as
well as large numbers of workers in non-farm .  enterprises, were
assigned small plots of land for their personal cultivation. The plots

range in size from less than half an acre to some what more than an acre.

These plots account for approximately 3 per cent of the total

sown area, but they produce more than 25 per cent of gross .

¢ Johnson, Gale and Brooks. P.4.
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agricultural out put. In the 1980s approximately 30 per cent of total
Soviet meat and milk output had been produced in the private sector.
Almost two thirds of all potatoes and two-fifths of the fruit and
vegetables were grown on private plots. it has been estimated that

private plots produce 12 per cent of net agricultural output’.

‘This comparison of the importance of the private plots in sown
area and gross or net agricultural output was not intended to indicate
differences in productivity between the private and socialized sectors.
Most of the concentrate feed for private livestock was produced in- the
socialized sector, and private live stock graze on the common pasture

lands of the collective farms and otherwise unused land, such as along

-

L)

roads and high ways.

The importance of the private plots in gross agricultural
output is emphasized to indicate that a  substantial part of farm
output was not directly under the control of Moscow, expect in the long .
run. In any given year, especially when crop production is low, the
private sector presents central planners with difficult decisions

concerening the allocation of feed supplies.

7 Ibid, p.7



One indicétor of the official Soviet perception that agricultural
conditions were unsatisfactory and Qutput growth was lagging,
especially with regard to those products most desired by consumers,
was the relaxation ofnsome restraints on private agriculture. The
numbers of various kinds cof livestock that could be raised on a private-
plot had historically been limited by law and regulaations. In 198b, a
new decree, "On suplimentary measures for improving production of
agricultural products in the private agriculture of éitizens " allowed
families to take on additional livestock if they entered into agreements
to sell the fattened anihals or milk to the collective or state farms.
Agricultural production purchased in this way could be used toward
collective or state farm plan flj:iﬁlment and in calculating bonuses for
management. Available report are not specific about the sourceé Aof the'
added feed, the prices that would be paid for the animals and products,
and the procurement prices. A similar plan had beén in effect for three
years in Voronezh Province, and pigs were sold to the collective farm for
111.5 rubles per kilogramg, a price approximately the same as the. state
‘purchase price. Inthis case the concentrate feed was supplied by the
collective farms.

rigins of Contem roblems:-

® Swinnen, J. and Vander Zee F. (1993), The Political Economy of Agricultural Policy. A European Review

of Economics, 25; p.12.
® Ibid p.13



The collectivization of agriculture in the 1920s and early 1930s
was one of the more barbaric movements in Europe's history. The
cost was millions of lives, millions of deported peésants and the almost
total ruin of Soviet agriculture at that time. Yet this very process
achieved two major aims. Millions of peasants were squeezed froin the
land to become the industrial workers in the forced march to
industrialization and the ever diminishing number of peasants
remaining in the villages provided greater and greatei amounts of food
to feed the expanding towns. The diet was never good or satisfactory but
it might be called adquate. At the same time. the pricing system
forced agriculture to provide a surplus of capital which was needed for
industrialization process. Agriculture had only partially recovered from
this debilitating process where the Baltic, Ukranian, Moldovian and
Belarus lands as well as considerable regions of the Russian lands
were occupied, fought over and robbed of their livestock and produce by
the marauding armies. In a number of respects the condition of
agriculture was worse in the immediate post-war years during the years
of the civil war and the mass collectivisation. Thé enormous war time
losses - a probable 27 million killed - fell mainly upon the peasant men
and for a number of years the farms to the west of the River Volga were
worked mostly by women, children and the wounded. Livestock losses

were on a large scale but when measured in percentages .the war time

i6



losses for the whole of the USSR are broadly comparable with the
decline in livestock numbers- from 1985 to 1995 in the Russian
Federation'®. The decline in livestock numbers f;om 1985 to 1995 (i.e._ :
the years of Gorbacher's perestroika), the collapse of othe USSR and

the emergence of an independent Rusia has been shown in the table

below.

L4

Comparison of Decline in Livestock Numbers 1940-1945 and

1985-1995
1940-45 . 1985-95
Cattle 13% -17.5%
Cows -18% : -9.5%
Pigs -62% -26.1%
Sheep and Goats -27% -28.0%

Sources:- Sotzialno-Ekonomicheskoye Polozheniya Rossii,
- Jan.1994 p.214

The pre-war drive to industrialization was resumed and the
demands of the Cold War led to militarisation of the economy. Once

again agriculture was started of the capital, machinery, fertilizers,

10 Pockney, B.P, P.329
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herbicides, pesticides, etc. It needed whilist the towns and industry were
rebuilt.  Matters were not helped by the insave theories of Dysenko

A generation of

and Stalin's plans for the "transformation of nature.
agronomists was driven into exile or to death. In the last years of stalin the
collective farms were rapidly amalgamated into very large units and where
as the previous standard picture had been of.one. village supporting -
one collective farm this had changed by the early 1950s to many
vilage being members of one farm. Partly this was to resolve..the
problem that pérty members werevsparse in the contrysvidé and effective
political control could not be exércised in 9 out of 10 collective farms._
Amalgamation had the result that there was a functionig party “cell' in
nearly every collective farm. But deeper than the néed for the network
of political control was the perverse logic behind the Lysenko and Stalin
schemes that agriculture could be developed without the investment of |
capital and it could continue to provide increasing amounts of food by
fewer farm hands a;nd be a source of capital. It must be remembered
that the population increase in the post-war years (i.e. 1950 to 1988)
averaged circa 3 million per annum and every year there was the
grinding imperative to feed, house and socially service a large number of

new citizens. This can be putin another way. Between 1950 and the final

collapse of the USSR in 1991 the expansion of Soviet population was -

! Kaplan Cynthia S.(1982), the Party and Agricultural Prices Management in the USSR, Ithaca and London
: Cornell University Press pp.139-40 ’



more than twice the total population of Great Britain. It grew from 178
million in 1950 to 285 million in 1990, a growth of 107 million in 40 years.
A subsidiary problem was that much cof thils population explosion was in

regions remote from the main agricultural areas'>.

When Stalin died in 1953 the USSR was once again threatned
with famine and Khrushchev took the gambler's throw of developing the
Virgin lands, a great region. stretching from the River Volga eastwards to
encompass a large area of Kazakhstan, a repﬁb!ilc four times the size
of Britain. Within the few years from 1950 to 1960 a vast area was p~ut to
the plough. In Kazauhstan for example, sown area expanded from 7.9
million hectares in 1950 to 30.9 million hectares in 1970. In.total these new
lands were comparable with the area of the Canadian wheatlands or a
considerable part of Western Europe'®. Initially the fields were good but
the crisis soon developed. The soil was fragile, the percipitation was
most unreliable (in 10 of the 40 years since 1954 Kazakhstar:1 was suffered
drought) and a great dust bowl was created. But in the years when the
nature does lend a helping hand the harvest can be good :in 1992 it
reached 29.8 million tonnes and the 1993 harvest was reasonably
average at 23 million tonnes. But in some years the harvest was

low. The resolution of long-term prooblems of Russia's grain haravest

2 Ibid, p.143
" Ibid, p.144



will be determined by its own efforts but its fate is closely linked wit.h those
of Kazakhstan and Ukraine and the level of the harvest in those two
republics. These three republics, Russia, Ukraine and Kazakhastan
were the provider of grain for other former USSR and in most years
their harvest counterbalanced each other.(14) In the years when all
three had good harvests the USSR could report bumper crops of more
than 200 million tonnes(e.g. 1973, 1976 and 1978) but in the years
when all three failed (e.g.1975) the harvest was as low as 140 million
tonnes.‘n Since - the disintegration of the USSR into seperate
republics in December 1991 problems of payment have developed
and traditional links are being disrupted. For example war-torn
Armenia is receiving grain supplies from the USA and Tu.rke'y.
Kazakhastan is now seeking markets outside the CIS in the hope of
geting paid for its grain.

During the 1960s the policy of converting many  collective
farms into state farms was pursued. This was a more than a ch:ange
in name. Two categories of collective farms were converted. Those
that were economically successful capable and profitable (refered
to in -the propaganda as 'millionaire farms’) and the permanent loss-
makers where bankfuptcy was the norm. There was no hope for this
latter categcry in the existing conditions where the state acted as the

monopoly buyer and established its compulsory levels of purchases at

20



prices which continued to ensure a net transfer from country to town, from
agriculture to industry. By the 1980s the transformation of soviet
agriculture was such that the state farms had advanced from being a

small minority sector of agriculture to being a more than equal partner

collective farms were almost equal by the later 1970s."

A

in the state farms the investment of capital was directed from

state, as well as fiom local sources. In the Brezhnev era from 1964 to

';ﬁ19,8'2 a major turn in policy can be observed and for the first time in the

Sﬂoviet period there was a mobilization of capital for the farms. The
'“;ﬁi;nbalance was being redressed buf it was too little to do more than
prevent agriculture sinking further into crisis. It was not only agriculture
which needed renovation and investmenton a large scale. All sectors
of society needed capital and modernisation but the unremitting arms
drive was swallowing the larger part of the national resources. This
deficit of capital for investment left the former Soviet Union with a very
uneven development of its economy, with a technologically
backward industry and an agriculture operating at about one third of

the efficiency levels of farming in the rest of Europe.

M E5 39

' Medve, Zhores A ( 1987 ) Soviet Agriculture, London ., New York : W. W.Norton and Company p.96
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it was also during the Brezhnev era that the large scale import of
grains began. Previously imports of grain had exceeded exports only
during the panic years of 1963 to 1966 and that dicision had been a major .
contributory factor to othe downfall of Khrushchev in 1964 > From
1972 to othe present day imports have -always been greater than
exports*™** [can be suported by a table] and fluctuated in volq'me
between 7 million tonnes per annum and 57 million tonnes. Of course
these major purchases wére partly determined by thé inability of Soviet
agriculture to provide sufficient grains (the deficit was mainly in the
grains needed for fodder to maintain the livestock numbers), but thg A
decision to import large quantities of grain, particularly from the arch
opponent in the Cold War, the USA, were also influenced by the relative
prices of oil on the world market and the prices of grain16. Exports of
oil could buy considerable quahtities of grain. That was how it seemed
in the years after the first and second "oil shocks' in the early and late
1970s. But by the 1980s the position had reversed.World prices of oil
‘ V'eAntered a ‘Iong depressed period (it is claimed that the real price oil is
now lower than it was in the years before(1972/73)and the relative |
price for grain to oil was stronger. Once again the attempt to resolve the

problem of insufficient investment by cheaper solutions had failed and

" Ibid, p.103
'® Ibid, p.135
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the crisis of Soviet and Russian agriculture merged with the general

economic, political and moral crisis which led to the collapse of the USSR.

The problems confronting Russian agriculture after disintegration
are multifaceted. They range from the basic issue of inefficient,
insufficient  production  to irrectionality and waste in transportaion,'
processing, distribution and pricing. Collectivized agriculture apears to
have reached the limit of its ability to improve levels of>food consumption
in the country. Although food suply and levels of consumption are the
aspects of Russia's agricultural problem that affect peoples lives most
directly, many economists consider the cost of production to be even or
more serious problém.' For decades, the Stalinist agricultural
system featured obligatory deliveries and an irrationality  pricing
system that after required farms to sell goods for less than their cost.
Over time, the cumulative effect of this system was massive state

subsidies, poor food Ciua|ity and chronic shortages.
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Land Reforms after Peristroika from 1991 onwards.

| The continuing political crisis in the Russian Federation has
put many reforms on hold. This includes the land reform, which during
the past few years has been a constant source of disagremetn between
parliament and Russian President Boris Yel'tsin. In December 1991
Yel'tsin enacted two decrees - "On the Acceleratior; of Privatization" and
"on Urgent Measures for the réalization of land reform" that were set to
dissolve the old state and collective farm system. Under the terms of
these decrees, collective and state farms were require_q_‘ to reorganize
themselves into new types of agﬁcultural enterprise, and to register their
changed status in January 1, 1993. The reform till date has led to the
emergence of a variety of agricultural enterprises ranging from joint-
stock companies, in which former farm employeés held shares, to
producer cooperatives and aésociations of "peasant" farms. It also
allowed for Kolkhozy and Sovkhozy to be split up into entirely separate
independent farms and it preserved the right, contained in the March

1990 Land law of peasants unilaterally to withdraw land for

independent farming from their parent collective and state farms.



Land Reforms and Farm restructuring in Russia

During the course of 1992, land reform and reorganization
of farm enterperise in Russia brought about major changes in the
ownership of agricultural land and in the rights of the farm employees.
Agrarién reforms in general and decollectivization in particular were
considered to be important policy objectives for successful
economic transition in Russia and for radical transformation of
agriculture. With that in view since 1992 thr.ough edicts of the president
and resolutions of the Russian Government, agrarian reforms have been
carried out. As a result of the decollectivization program, all collective
farms and state farm were required to set up committees to reorganize
~ their units into eitﬁer individual private farms or their  transformation
into producing co-operatives, joint-stock companies or a combination
of the two. There was also another option of breaking up collective
farms into small family private farms. Hence by end of 1995, more than
95 present of cllective farms and state farm were reorganized.  About

28000 peasant farms have been formed, having 12 min.  hectares
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of land alloted to them for cultivation. But the process of farming such
farms has slowed down to about 4000 in 1994/95 with equal number

going bankrupt in each year '’

In order to speed up the. procesé of agrarian reforms, the Russian
President Boris Yeltsin issued edict No. 1767 on 27th Oct. 1993'®
introducing free buying and selling of land while putting restriction on
changing ints target oriented purpose, i.e., changing over to non-
agricultural use. As a result of this, besides reorganised state and
collective farms, 95 percent of private subsidiary farms have to obtaiq
documents confirming the right to ownership of the land. Thus a major
structural change has occured in the sown areas by farm categories. In
1995, as per Goskomstat data, the situation was like :

a) 61.1 percent of land under partnerships of various types, of joint
stock companies, agricultural cooperatives etc. In the case of these farms
there was real deviding up of land shares among farmers.

b) 31.5 percent state and colective farms where there was no real
deviding up of shares.

c) 4.4 percent sown area is under private farm.

'7 Wegren, Stephen K. Agricultural Reform in the Nonchernozen Zone : The Case of Kostroma Oblast. Post-

Soviet Geography, 33, 10.,1992,p.654
" Ibid. p.655
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d) 4.8 percent of land has been sown by farmers and peasént

holdings. '

With these on-going changes in land holdings, the Russian
Government expected major improvement in agricuiturai production. But it
is observed by several analysis that the share of land held by newly
emerged farmers and peasants holdings is still very negligible to make
any impact on Russian agricluture. Apart from thjs, the situation with
regard to land ownershp is still complex. The presidential edict came in
conflict with the Land Code passed by the Russian State Duma in 1994
(vide article 101 and 104) which abolished private ownership of alnd

for agricultural purposes.

A peculiar situation arose in Russia where farmers were said to be
owners of land but actual users of land continued to be reorganised
collectivé and state farms. Majority of farmers did not receive ownershp
| titles on land from agricultural enterprises and rural adminsitrative
organs presumbly due to prevailing uncertainties. The Pro-Yel'tsin lobby
attributes land ownership issue as the critical factors for agricultural cirses

to which the Agrarian party does not agree. To end this

¥ Gidadhubli, R.G, Agricuiture . Problems of Transition, Economic and Politcal Weekly, May
25,1996.p.1246.
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empasse Yel'tsin has issued a decree "On Realisation of Constitutional
Rights of citizens on Land", which has come into effect from 7th March
1996%°. But the agrarian factor in the Duma has reacted strongly
reiterating that this is illegal and proposes to take up the matter with
Rissia's Constitutional Court. Thus on the issue of ownership of land
there are deep deferences betwen Yel'tsin-Chernomyrdin combine on
the one hand and the Russian Duma on the other, things has created

deadlock situation for the agricultural farms and enterprises. [if this is not

resolved,then a refrendum may be held on the land ownership question].

There seems to be valid arguments by both the sides. Arguments
by the Russian Duma against private land ownership are presumably
based on the fear that ownershp will eventually lead to free buying
and selling of agricultural land resulting in speculation in law property by
even non agriculturists which will eventually affect the interests of Rural
Commodity proaucers. it may be further containéd that
unlike in some East European countries, in Russia the question of
restriction of land ownership to the original farmers has not been serious
since about 70 years have passed and original owners from whom land

awas confiscated under Stalin's forced collectivization may be hardly

2 Ibid, P.1247.
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traceable, if alive ?'. Hence communists with their enhanced strength in
thenewly elected Duma do not want to create class of land owners,

which any way is against their political ideology.

In conirast to this, the pro-Yeltsin lobby which is interested in
building a capitalist type of society wants to establish a land market

through private ownership of law.

This could be abasis for developing approapriate infrastructure
such as land banks mortgages, harvest insurance and so on. As the
stalemate continues with these two conflicting positions with regard to
ownership of land, agrarian reform process has not been smooth and
agricultural efficiency has hardly increased. The condition under which
the agrarian reforms being brought about contradicts both the socialist
and capitalist type of economy. Both the private property and collective
and joint stock type farming are the order of the déy‘ The peasants
those who were traditinally attached the socialist type economy in
general and centralised or now being introduced with a new type of
'market economy' which will obviously
take time to accommodate them in proper way. Every transition has its

own disturbed course. The ownership of land, the legislations made

2! Wegren, Stephen K. Private Farming and Agrarian Reform in Russia. Problems of Communism.(41):
May-June 1992; p.109
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for the transformation of the command economy to a market economy
can better serve the purpose in analysing the pace and course of the

recent developments of agricultural sector.

Legai Framework for Land Reform and Farm Restructuring. The legal
framework of land reform adderesses two major issues : a) ownership and

b) distribution.

The original reform scheme adopted by the communist party of
the Soviet Union in March 1989 envisaged thaf private endeavour
would operate through the mechanism of short or long term leasing of
land from  the collectivized sector. However, subsequent provisions
allowing for ownership of the land have proved much more popular with
would be farmers. "Ownership" of land may be defined two ways;first as
life time leasing with the right of interitence (Vladeniye), and seéond
as outright ownership (Sobstvennost) 2. By the end of 19;)1 about
57 percent of peasant farms in Russia were held in Vladeniye and
another 25 percent were owned outright. The analysis here will

concentrate on robstvennost rather than vladeniye.

2 Ibid, P.110



A considerable amount of legislation on private land holding has
been passed over the last two years. A draft law on peasant farming was
published before the disintegration of USSR in the summer of 1990. At
the end of 1990, the RSFSR parliament adopted a number of agrarian
reform measures. On November 22, it passed the law "On Peasant
Farms", legalizing private peasant farmers and the hiring of labour by
such farmers. The next day, a law "On Land Reform” ended the state
monopoly on land and allowed for the transfer of land to individuals,
an amended version was adopted on Dec. 27, 1990. Also in December, a
law "On a Program for the Revival of the Russian Countryside and
Development of the Agro-Industrial Complex” allowed for individual
purchase of land and the operation of private farms, a law "On the Social

Development of the Countryside" guaranteed that "all forms of farming

have the equal right to organise production".

iIn December 1991, a second flurry of legislative activity
attempted to accelerate land reform in Russia. President Yel'tsin
signed two decrees :"On the Acceleration of Privatization and "On Urgent
Measures for the Realization of Land Reform in RSFSR". And the
Russian government passed two resolutions : "On the Orders of
Reorganising Kolkhozes and Subkhozes" and "On the Reformation of

the State Management of the Agro-Industrial Complex of the Russian



Federation. The "Urgent Measures" decree was clearly intended to
facilitate the development of private farms by assigning specific
responsibility for implementing measures allowing workers to leave the
Kolkhoz or Sovkhoz and to taxed land with them. It also instructed state
and collective farms to re-register during 1992 for the purpose of
breaking up unprofitable socialized farms into private farms, and it

rovided for the sale of land under certain conditions® .

The decree réorganising State and collective farms was aimed
primarily at eliminating unprofitable ones. Farms in the  State and
- collective sectors that were unable to pay of their debts and meet their
pay rolls Were to be declared bankrupt by February 1, 1992, and to
be liquidated and reorganized during the first quarter of 1992.8
Optionally, a profitable enterprise would face over the bankrupt farm, but
if not, debts were to be settled by selling the farms éssets at auction.
Although it focussed on problems of farm insolvency, the decree also
instructed all farms, by Jan 1, 1993 to reorganize themselves and form
"local committees on land privatization" that were to be locatede within
"every Sovkhoz and Kolkhoz. The decree reiterated that persons
leaving had the right to receive a share of farm land and it repeated the

stipulation that the land may come from the social sphere.

B Ibid, p. 111
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In any case, a new basis private farming has been laid through the
codification of a number of important rights and protections for private
farmers. The law "On Property in the RSFSR" explicitly legalized private
property. Private farms have been granted equal standing with other
types of farming, Interference in the activities of private farms by state or
cooperative organs is prohibited and, under provisions of the decree "
On Urgent Mearures" is punishable with fines amounating to.up to
three months salary®®. Private farms have the right to define
independentey what kinds of agricultural activities they with undertake and

the structure and size of their production, to hire labour, and to engage in

commercial transactions with enterprises and associations.

The law" On Peasant Farms" stipulates that "every able bodied
citizen" who possesses "specialized agricultural knowledge or part
specialized trainiﬁg "has the right to organize a peasant farm. In the
case of multiple claims to land, preference is to be given to citizens who
have lived in thé given locality. The RSFSR Land‘ Code adds that any
citizen at least 18 years old who has experience in agriculture and the
corresponding skills, or who had past specialized training may

receive land. The code gives members of kolkhozes and workers in

* van, Atta Don. Agrarian Reform in post Soviet Russia. Post -Soviet Affairs, 10-(2); April -June ,1994,
p.182
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sovkhozes and otherA agricultural  enterprises the right to leave and
become peasant farmers (with the approval of the rayon (county) soviet
of people's deputies) and to take with them an assigned ancount of land
from or enterprise. In March 1992 the government went further and
adopted a resulation stating that an indiudual longer requires permission
to leave a farm, and the resolution on reorganization of the state and
collective farms says that a farmer can leave at will (however, land

assignments still  must come from the rayon soviet).

Things have been changed fundamentally since the "Yeltsin's
October 1993 Decree” for the smoth and free functioning of the
agrarian policies and strubtu're. Genuine agrarian reform can be achived
only by creating a free market in agricultural land, which in turn
gequires overcoming resistance to letting peoplé leave the big farms
‘with real land and property shares®. So, after the dissolution and
forcible dispersal of the pérliament in October 1993, a set of amendments
to the law on the Peasant Farm, designed to correct abuses and remove.
obstacles to redistribution, were  hastly drafted by a small team of
agrarian economists working  with newly reappointed. Economics Minister
Yegor Gaydar. The result was a presidential decree aimed at creéting

a land market in Russian countryside.

 1bid, p.183
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The decree provided that peasant farmers be given legal title to
their land and property shares and that the conditional shares be
traded like any other securities, the ten-year moratorium on land sales by
ingividuals was revcked. To avoid the delay of precisely demarcating
individual land shares, at GKl's insistence the decree also provided that
the plots could be surveyed and marked off after they had been sold.
Asset shares would havé to be paid in kind (@ physical good like a

tractor) or in monetary equivalents subject to endexation for inflation.

The decree stipulated that, as of January 1994, there would be no
more compulsory state purchases of agricultural produce. Altﬁough the
state would continue to buy much more of the nation's crops than in any
western market economy those purchases were now to be made on a
market basis. If the decree has been actually implemented, then the
economic enviornment of agriculture would have been freed up suchi
that farm out put would be placed on the same market basis as the
supply of farm inputs. This would allow the terms of trade between
industry and agriculture to equalize, so that agriculture would no longer
suffer from high, uncontrolled prices for production inputs coupled with

low, regulated prices for its output.
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ern ricultural Privatization :

Although the peasant farms began in a very limited way under
Gorbachev, through a series of laws on individual Ilabour activity,
cooperatives, ieasing, iand holding, and property ownership %%, the first
real impetus for peasant farming in Russia was the Law on the Peasant
Farm promulgated in December 1990 27 Under this law, agricultural
workers or others who could show expertise in agriculture were entitled
to receive land for peasant farming. A fundamenital problem of this and
subsequent laws making land available for farming was  various
restrictions on the free use and sale of allocated land, Iimitaﬁons
that were not substantially I_ifted until  Yeltsin's November 1993
decree "On the Regulation of land Relations and the Development of
Agrarian Reforms in Russia %8 Free land was available from two rources.
The share that each member of the state or collective farm was entitled

to, or a Special Land Fund established by each rayon or city Soviet*

Land availatality was one limitation on the spread of peasant

farming, another was willingness of peasants (or others) to become

% Kisslev, Sergey. The State and the Farmer, Svobodnaya Mysl ( Translated ) June’1993.p.34
2" Floroff and Tiefenburn, Land Ownership in the Russian Federation : Laws and Obstacles, Saint Louis
University Law Journal , 37 (2), Winter 1993 . p.241
2 Wegren ,Stephen K, Yel'tsin’s Decree on Land Relations : Implications for Agrarian Reforms. Post-Soviet
Geography 35(3) ; Mar’ 1994, p.166

® Wegren, Stephen K. , Rural reform and political culture in Russm Europe-Asia Studies, 46(2). 1994,
pp.223-225,
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private enterpreneurs. In the early stages urban enterprencues probably
represented the majority of  peasant farmers: by June 1, 1991 only
27.7% of peasant farms had been established by sovkhoz and kolkhoz
workers®. Although  experience with private plot production has been
hypothesized to be the strongest indicator of potential willingness to
enter preset farming insteed many peasants prefer simply to expand their
personal plots, because it is less risky. The survey by Brooks and
Leruen reported that of peasants receiving land shares from the
collective farm, only 6% planned to use it for peasant farming, and 6%
planned to add to their private plot production. However, despite
peasant reservations, by 1992 most farms were. being established
by agricul{ural workers as opposed to urbanites. 'Another va‘riabe in
availabilily of willing enterpreneurs is the age-sex structure. The
correlation between the size of the urban population and the 'number of
peasant farms declined from 5.6 at the begining of 1992 to 0.49 at the
beginin:g of 1993 and to 0.43 by January 1994 *'. This may reflect
the weakening in the importance of urban areas for peasant farm
development and/or the rise in enterpreneurship among the rural

population .

* Gray, Kenneth R. and Yuri Markish. Russian Land Privatization : Two Decrees Forward, One Decree
Backward ? Economies in Transition Agriculture Report, 5(1); Jan/Feb’ 1992. p.10

3 Brooks , Karen and Lerman, Zvi.Land Reform and Farm Restructuring in Russia : 1992 Status. American
Journal of Agricultural Economics. 75(5); Dec. 1993; p.1256
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Peasant farms are now widely distributed accross all regions of
Russia, but by far the largest numbers are in the leading agricultural
oblasts of southern European Russia. In the Volga or North Caucasus
regions six territorial administrative units there which have more than
10,000 peasant farms each (Volgograd oblast, Saratov oblast, the
Dogestan repﬁblic, Krasnodar Kray, Stavropol Kray and Rostov oblast)

account for about 32% of all such farms in the country.

r ize and Land us

The variation in farm size is another important indicator of
peasant farm development. Although the average érea of land allocated
per workers is usual‘ly too small to form a viable farm, land allrations
are not the only determinant of farm sizes: many peasant farms
comprise the lands of several farmers. Brooks and Lerman report,
based on their sample of five oblasts, that one third of peasant farms
are multiple holdings, and this figure varies mildly among the oblasts.
This variable could thus be very important in the regional differences in

farm sizes, but no oblast level data set is available by which to test it 32,

A reasonable assumption about farm sizes is that they are larger

in places where the land is inherently less productive or desirable

2 Ibid, p.1257



(poorer soils, difficulty of access, more remote), because there the norms
of land allocation land top be more generous. Although this certainly is true
at the local level, when generalized to the oblast level itis only  partly
evident. Larger farms-upto 450 hectares on average in Kalmykia- are
found in semiarid regions or parts of Siberia, where as farms average
only 15 hectares in productive Krasnodar kray. A surprising finding no
that the correlation coefficient between land productivily and farm size is
only- 0.25, which is not statistically significant at the 0.01 level .
Measures of intensity of agriculture such as capital investment and
fertilizer use per hectore, however, show a negative correlation with
size, supporting the assumption that in more developed agriculturalt
regions farm sizes are smaller. Those relationships' also strengthen
considerably when the republics are excluded from the analysis. In
addition level of organization and’ especially of industrial employment
are assuriated with smaller farm sizes. Striking examples of this effect
are found in Moscow and Leningrad oblasts, where éverage sizes are
only slightly more than half as large as in the other‘ smallest units in

those economic regions.

A frequently noted feature of the growth of peasant farming has

been the lack of change in the average farm size for Russia no a whole :
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since early 1991 it has been in the range of about 41-43 hec;,tares B At
the oblast level, however especially during the period of rapid growth in
1992, there  were large changes * In 1993, however, all economic
regions  except the volga and West Siberia had stagnation or slight
decline in average sizes, leading to a 5% decline in the unit average for
the country. The October 1993 decree Liberalizing Land sales might
have the effect of allowing relatively successful farmers to acquire
larger parcels of land more easily, and the stress on smaller and often

weaker farms are causing rising failure rates of small peasant farms.

Kolkhoz and Sovkhoz Reorganisation :

A second major route toward agricultural reform was .op'ened
with  Prisident Yel'tsin's decree of December 1991, requiring the
reregistration of all state and collective farms by January 1, 1993.
Farms could choose to reorganise into a new form such as a joint-
stock company, a cooperative, a partnership, an association of :peasant
farms, or individual peasant farms. Unless they were "chronicully
unprtitable," they were also allowed (by a subsequent amendment of
March 1993) to reregister under their previons form. By January 1,

1995, 95% of affected farms had reregistered, with 34% retaining

3 Van, Atta, Don, The Human Dimension of Agrarian Reform in Russia. Post- Soviet Geography. 34(4);
1993,p.262
* Ibid, p.263
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their Kolk_hoz or Sovkhoz form, although they were no longer state
owned. Kolkhozy were  much more likely (43%) than sovkhozy (25%) to
keep their old status, primarily because of the high rate of kolkhoz
retention in the ethnic republics. Of the farms changing their status as
a result of reorganization, about 74% became joint -formed, and 81,628
individual peasant farms were  created, plus other minor forms of

collective and non- collective enterprises35.

The overall picture of farm re-registration and reorganization,
is one of great complexity and regional diversity. Clear and simple
regional patterns are not evident this may be partly explained by the
fact that the most profitable farms are more reluctant to change their
status, and there are large regional variations in farm
profitability. In addition, under the initial phase of farm reorganization, in
1991, unprofitable farms were supposéd to be broken up into peasant
farms. Therefore, creation of peasant farms from- reorganization may

also be tied to this spatially diverse factor of farm profitability.

% Summary of World Broad Cast, BBC, Weekly Economic Report, 10 Feb’1995.
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CAAFTER - THREE
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Although central planning has largely broken down, the
agricultural financial mechanism still works as it did under the old
system. Funds for agriculture are allocated and distributed through a
hierarchical process. Based on the plan for physicai output they
receive from the Ministry of Agriculture, production enterprises
determine their annual need for credits by category of expenditure.
The requests are then aggregated by the district and province sub-
units of the Minsitry of Agriculture and communicated to the Minjstry
in Moscow. The Ministry of Agriculture collates all the requests and
sends them to the Ministry of Finance. There all request for government
funds frdm all state - owned énterprises and collective farms are
summerized and, in consultation with the Ministry of Economics,
which plans physical outputs, the Ministry of Finance determines

how the available financial resources should be allocated®®.

The consolidated plan for financial allocation goes to the
national government, the Council of Ministers,  which in turn présents
the budget to the parliament for enactment into law. After
parliamentary approval, the Council of Ministers directs the Ministry of

Finance to work out detailed allocations for each industrial branch

“ Van, Atta Don .p.165
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based on the budget's overall appropriations. The Ministry of
Finance then requests the Russian Central Bank to release credits to
the banks that serve each branch of the economy. Those banks, in
turn, distributes credits to each individual énterprise with the
approval of the appropriate branch ministry. Credit§ to agriculture
are handed by a state-owned agricultural bank. Before the USSR
was dissolved, this. was the AGROPROMBANK *®. Today the Russian
Agricultural Bank handles most agricultural financial flows, although
the agricultural banking system has broken up into several territorial
monopolies as a result of local or regional branches secession from

the ROSSEL'KHOZBANK network.

Once .reforms began to allow individual ministries and
enterprises some independence in determining what to produce,
with what inputs and at what price, such that the government no longer
controlled all income and expenditures, the planned amount of funds
to be disbursed and the actual finds available could no longer be
make to balance by administrative command. The Council of Ministries
"solved" the imbalance by decreeing that more money should be

printed. The inflation caused by the rise in money supply caused the

“ Ibid, p.168

43



enterprenners to demand for the increase in state subsidies*’. Since
the subsidies were effectively "cost-plus" transfers, the amount
expended on them became so large that the state could no longer
suport it. So the demand grew for further  price decontrol, including the

price of basic food stuffs such as bread.

The subsidies could be elimiinated by a combination of
price decontrol and the moveméﬁt of high- cost producers out of hilgh-
cost products; in short, by a  more national regional specialization of
production. But the system of required state deliveries of agricultural
produce, still in force in_ 1994 and 1995, gave farms little choice

about what to produce“s.

Given the required state deliveries, the need to miaintain
employment and services on the farms and the growing dispérity
between input and producér prices, the farms found themselves, after
1991, increasingly unable to  finance investment or production out of
funding, they turned to the state, requisiting greater and greater

appropriations of state funds for investment and development.

47 Ogarkov, A. Investment Policy in Russian Agriculture. APK : Ekonomika Upravleniye 12 ; '

Dec’1993.pp.8-9
“1Ibid, p.9
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Rural housing, community facility, public utility, local road,
processing plant and land improvement  construction projects are to be
financed by a combination of the local budget, the building agency's or
individual's own funds, and state investment credits. Much of the
funding for upkeep of such "social sphere" projects which is broadly
associated with agricultural infrastructure also comes from the farms,
as does some of their employees pay. All of these funds including
the local budgets, which involve the central reallocation of funds
collected by the localities, are ultimately state expenditures,
although they may or may not show up in the country's formal budget.
So the "agriculture" budget bears much of the burden for supporting
infragiructure and social services that in other societies would be
directly  state-supported.  According to sources in the Russian
Federation Ministry of Agriculture about 20 per cent of the agricultural

budget represents such quasi-governmental expenditure®.

Many government programs for supporting agriculture
provide for concessionary (below-market) interest rates. The interest
rate subsidy is to be provided by government repayment to the
lending bank of the difference between the market rate at which

the lending bank purchases its funds from the Central Bank of

* van, Atta Don , p.173
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Russia and the concessionary rate to be charged the farmer. When
government funds to cover the interest rate subsidy are not paid to the
banks on time, lending banks charge the borrower the full, market
interest rate. If and when the compensation payment from the Central
Bank is received by the iending bank the borrower may have the
excess interest paid. If the Central Bank's rate for funds  increases, so
does the interest the borrower pays on the loan. But given the high
inflation, the ruble‘value of the delayed paymerit does not repay the
farmer for the entire over payment5°. So no borrower can be sure of
the interest rate he or she will actually have to pay for a loan. So
no farm can be sure of the real cost of the funds it needs to maintain
production. In the absence of a predictable interest rate, no farmer can

evalute the risk involved in borrowing money.

As enterprise freedom increased in the 1990s more and
more of other "impersonal", state-credit accounting rubles became
truely monitized, leaking into the ‘“personal” or cash, money
supply. Russian  agricultural enterprise managers explain that
impersonal  bank account funds can be converted into cash -in-hand

and

% SWB, BBC, Weekly Economic Report May/June 1995
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withdrawn by providing a sympathetic bank official with a small
percentage of the transactions value. The low, state-subsidized
interest rates on agricultural crédits made then attractive for other
purposes and, as hyper inflation has made turning a quick profit in
trade the only reasonable investment, more and more of the

concess_ionary credits certainly have been diverted to other purposes.

So the partial reform of agricultural finanace did not serve the
link between farmers and the state, and let to much market prices and
the elimination of the sharp boundary between consumer, labour,
and producers markets have monetized flows that were only
formally ) "money" before. The attempt to retain state controls, over
production and the tendency by all concerned to treat the financial
flows as though nothing had changed, let to financial chaos in the

agricultural sector.

GROWTH AND DECLINE OF PEASANT FARMING: -

After an initially slow start, with only 4433 farms by the
beginning of 1991, the number of peasant farms in Russia increased
rapidly to 49,000 in January 1992, 182, 878 in January 1993, 269, 930

by January 1994  and more than 320,100 in January 1995 The rapid
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growth in  early 1992 and early 1993 contrasts sharply with the
levelling off at the end of 1993 and into 1995. During the period from
January 1995 to Dec. 1995 the pace of the growth of peasant farms
has ben declined. Two major factors have combined to cause this
decline in peasant farm growth. First, the initial period of rapid

reorganization of state and collective farms, with their break-up into
peasant farms being one possible out come, has been n‘e;;lg; .;
complgted. Second, difficulties of peasant farming have begun to

cause higher failure rates of farms and declining interest by peasants

in starting new farms®".

In the initial stages of farm reorganization in 1992, farms
status as state or collective farms, but they were less likely to break-
up into individual peasant farms. By January 1993, the number of
peasants farms created as a result of.reorganization was about 24% of
the total number peasant farms, but it has risento 30% by  January
1994. The correlation coefficients between peasant farms formed from
reorganization by January 1993 and measures of growth of peasant

farm numbers and total areain 1992 are not significant.

5 Delovoy MIR, April 27, 1991.p.5
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Farm failure rates are a more complex aspect of overall
peasant farm growth, because only actual failures, not their effect on
the unthingness‘ of other farmers to go  into peasant farming, can be
measured clearly failure rates 'have been soaring : from 4 failures
per 100 new farms in 1992, to 14 in 1993, 36 in 1994 and about 50

in 1995. They are now large enough to have a major effect on  total

peasant farm growth rates.

The another option of breaking up collective  farms into
small family private farms should be taken into  account. By the end of
1993, more than 95 per cent of' " collective farms and state farms were
reorganized. About 28,000 peasant farms have been formed having
12 million hectare of land alloted to them for cultivation. But the
process of farrhing such of armé has slowed down- to about 4,000 in

1994-95 with equal number going bankrupt in each year>.

During 1992 and 1995, failures by oblast varied from less
than one percent to about 20%. Failure rates were lowest in the
North Cancasns and highest in the Volga,Volga-Vyatka, and Central

Chernozem regions, but all regions had at least one oblast where the

52 OECD, Report, 1996 p.170
 Gidadhubli, R.G. Agriculture : Problems of Transition , Economic and Political Weekly, May 25, p.1246
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rate was close to 10% or higher®*.The change in failure rates from
1992 to 1995 shows an increase in all except 10 units, which were
widely dispersed accross the regions, as were the units  with the

largest increase in failures.

Evidently, one can see the effects of the two important
factors- peasant farms created by firm reorganization and peasant
farm failuers in the change in growth rates in peasant farms for 1992
to 1995. In most oblasts the growth was only one-third to two-third as
rapid. The slow down was slightly more pronounced in the Central
Chernozem and Volga regions and was iist in the North and East
Siberia, but appear to be significant every where. The declined co
related strongly in areas with less capital investment in other
agricultural inputs, less profitable state and collective agriculture,
lower incomes and generally poorér natural conditions for agricuiture.
This may indicate that opposition to peasant farming
intensified in those poorer regions, or that conditions deteriorated
morefor peasant farms in these regions just as them have done for

agriculture in general.

 Van, Atta Don, p.342
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Kolkhoz and Sovkhoz Reorganisation:-

Another major route toward agricultural reform was opend with
President Yel'tsin's decree of December 1991, requiring the resistration
of ail state and coilective farms by January 1, 1993. Farms could
choose to reorganise into new form such as a joi;t-stock
company, a cooparative, a partnership, an association of peasant
farms, or individual peasant farms. Unless they were  "cronically
‘;tlj‘nproﬁtable ", they were also allowed to re-resisterd under previous
form. By January 1, 1994, 95 percent of affected farms had re-
resistered, with 34% retaining their kolkhoz or Sovkhoz form,
although they were no longer state owned. Kolkhozy were much
more likely(43%) than Sovkhozy (25%) to keep their old status,
primarely because of high rate of Kolkhoz retaintion in  the ethinc
republics of the farms changing their status as ~ a result of re
organisation about 74% became joint-stock farms, 12% became
agricultural cooperatives, 936 peasant farms associations were
formed, and 81,628 individual peasant farms were created plus

other minor forms of collective and non-collective enterprises™.

58 Prosterman, Roy L. and Timothy Hanstad, “ The Farmer Threat™ : The Political Economy of Agrarian
Reform in Post Soviet Russia. Boulder Co ; Westview Press 1993, p.172
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By January 1995, when over all re resistration  had reached
98%, the few lagging regions stood out even  more clearly as ethnic
units. Statistics available 1994 shows that eight -ten regions falling to
reach 90% were either republic or contaied atonomous okrugs and
the obiast average of §5.6% contrasted with the 86.5% republic
average. The distingtion between oblast and republics in state and
collective farm retention also remained with and  average oblast or kray
having 28.7% of its farms . resister  in their old forms, but and average
republic haQing 52.6%. Only four oblast-lvanovo, Kirov, Magadan and
Kamchatka-had  kolkhoz and Sovkhoz retention of 50% or more, and
last to of these both contain autonomous okrugs. Aside from these
oblast-republic distinctions, no clear spatial pattern emerges in the
rate of sovkhoz-kolkhoz r'etentionSG. The graeter retention rate of
state of collecting form  Southern regioms, appears to be mainly the

effect of the republics that are included in those economic regions.

The creation of individual peasant farms by the break-up
sovkhozy and kolkhozy may be cosidered altimate form of farm
reorganisation. Another important advantnge of analysing this variable
is that it explicitly links the reorganisation process to the process of

peasant farm formation analysed earlier in this chapter by 1994, the

* Ibid, p.173
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number of pasant farms formed from the reorganisation of state and
coilective farms was 30.2% as large as the over all number of peasant
farms in the country, indicating that approximatély this percentage of
peasant farms must have come from farm reorganisation again
based on the average number of peasant farm created per re-
. Teststered  form, Wegren determine the highest levels of peasant farm

formation by reoganisation were in the South®”.

The overall picture of farm re-registration and | reorganisation,
is one of great complexity and regional diversity. Clear and simple
regfonal patterns are not evidént. This may:be partly explained by the
fact that the most profitable farms are more reluctant to change
their status, and there aré large regional variations in farm profitability.
In addition, .under fﬁe initial phase of farm reorganization, in 1991,
ﬁnproﬁtable farms were supposed to be broken up into peasant
farms froin  reorganization may aiso be tied to this spatially diverse

factor of farm profitablity.

ivatization of ly an ncies :-

37 Wegren, Stephen K. Farm Privatization in Nizhnii Novogorod : A Model for Russia “RFE/RL Research
Report 2, 43, : p.4S.
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Agrarian reform involves much more than land tenure and
farm reorganization. Farmer depend on input and agricultural service
agencies tsoo oget their crops  produced; they also rely on an array
of transportation, storage, processing and markéting enterprises to get

their crops to market.

The privatization of these functions fell to the State
Committee on Management of State Property. Reliable data on the
extent of privatization of rural service and procurement enterpirses

are presently unavailable.

The Stéte Committee on Management of State Property (or
GKl) declared that farms had no special rights to the enterprises that
served them. In order to attract investment, the state committee
argued, the facilities should be sold to the highest bidder.
Moreover, givAing farms special consideration in supplier and processor
privatization would just encourage the existing agrarian elite to take
over these strategic enterprises for their personal interest, albeit in
the name of the collectives. GKl's position tends to discourage
farm break-up. Because Rusia has a relatively small number of suply,

repair, transportation and storage facillities, each designed to serve
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a particular hinterland as a local monopoly, the agriculturalist
feared losing control of their vital " partners" to non-

agrecultural interests®®.

in Russia, the October 27, 1993 decree required that GKI
allow shares in plants that had not and other rural people, for
vouchers or on other concessionary terms. This may help to defuse
opposition to reform, although it makes even more urgent the
creation of  competitive input, credit, and proéessing-transportation
storage markets in the countryside. In many areas, moreover,
those facilities already have been privatized, so that the change may
have come too late to hbe helpful.
Political Interest Organisation :

Like every other branch of the economic bureaucracy in
the old Soviet Union, the agricultural management bureaucracy acted
basically as an institutional interest group in struggles wi:th other
interests. Within the agricultural sector, the planning and vﬂnancial
mechanisms were designed to promote "efficient” monopoly and
unitary, hierarchical organization. Much of this basic structure

remains, but it has become more differentiated and public. And it

*® Wegren, 1993.p.45
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now has to compete with an organisation representing the

interests of private farmers.

The previously unitary struéture has been transformed into
three closely cooperating-supposedlly non-governmental organisations :
The Agrarian Union of Russia the Agro-industrial Union and the Trade
‘Union of Workers in the Agroo-industrial Complex. These
organizations cooperate closely with the Agrarian function in parliament

and have joined to create, the Agrarian Party of Russia.

The Agro-industrial Union of Russia largely duplilcates the
Agrarian Union in purposes and goalé. Founded ;'n 1992, it clearlly was
an attempt to get around the stigma attached to the Agrarian Union
after the Coup. The Union also includes "upstream” and "downstream"
agricultural organisations and is the designated representative of
the agrarian sector in the Triparitte Commission of government,
industry and agriculture  established in 1992. However, until

recently the Agroindustrial Union, too has been relatively inactive.

izhn V4o Experim i=
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The Nizhnyy Novgorod Experiment, undertaken with
financial  assistance from the US  Agency for Internationl
Development and the British "Know-How Fund", and implemented by
the International Finance Corporation and the Agrarian Institute of the
Russian Academy of Agricultural Sciences, involved the division qf six
former  of Nizhnyy Novgorod oblast. Teams of American expatriates
and Russians worked for almost a year locating everyone elilgible to
participate in farm division, explaining the process of share
determination, and property assets fo ensure that the new production
units would have as great a  chance of success as possible. The
auctions attracted considerable attention®®. In mid-March 1994, Prime
Minister Chernomyrdin attended one of the series of auctions, and
his approving commnets let to a governmental decree  mandating

the general application of the Method®.

The international manbower and finance were applied
within the framework of the recommendations for farm division
published by the Russian Ministry of Agriculture in January 1992.39
Even the auction idea, though not the all-important implication
procedure, was suggested in the Russian regulations as a way to

devide farm land and property. However, the Nizhnyy experiment

59 Izvestiya, June’8 , 1993, p.2
% The Washington Post, Oct'27,1994, p.A27.
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put the ideas into practice, showing that this could be  done. Equally.
importly, as Viasiliy Uzun, the Russian  economist most closely
involved with the experiment, pointed out, the IFC's experience
indicated that farm  restructuring required first of all a good deal of
time and effort,. as well as the sympathy both of the farmers invbived
and of the authorities®'. Uzun emphasized toit farm division should

be done when and where there was local reason for doing so.

The new production units set-up as result of the divisién of
clearly will have to work themselves out further. The farms that resulted |
in Nezhnyy Novgorod were  still large-group farms. It is likely that family
 farms evenfually will become dominan.t there, too, but for the
moment what has emerged are organizations intermediate  between
the Soviet collective farm énd the Western family- owned and operated

o

style of farming.

In anallysing the productivity trend of the Russian

agricultural after the disintegration of the Soviet Union, it is clearly

8l Rossiyskiye vesti , March 22, 1994, p.2
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evident that the production declines after Russia has been adopted

the agrarian reforms.

The State Statistics Committee figures for Russia’s
economic performance over the years after reform has ben introduced
in 1991, published by ‘Russiyskaya Gazeta' newspaper, reported

output declines in all major agricultural categories.

In 1994 gross agricultural output droped by nine percent in
real terms against 1993, including falls of 10% and 8% respectively in

crop farming and livestock farming.

Gfain production was 81.3 million tonnes (99.1%) of othe
1993 level, and output of other major crops was likewise down on the
previous year. Sugar beet production totalled 13.9 million tonnes,
sunflower seed 2.6 million tonnes, falk fibre 54,000 -tonnes, potatoes

33.8 tonnes and vegetables 9.6 million tonnes.

The gross wheat and rice harvest droped by one quarter
against 1993 to 32.1 miillion tonnes and 500,000 tonnes respectively.

Ryel and Maize production droped by about one-third to 6 million land

59



900,000 tonnes. The buck wheat harvest saw the smallest reduction,

of three percent and amounted to 780,000 tonnes.

Cultivation of staple crops was hit by both a reduction in the
sown area and lower yieids, with the latter factor cited as the main
reason for the reductions in sunflower seed and vegetable production.

The buck of the grain (94 percent), sugar beet (96%),
sunflower seed (89%) and flax fibre (97%) crcps was  grown at large
farms while most potatoes and vegetables - (88% and 67.1 %)

respectively were grown on small holdings and private plots.

Some 14.2 M hectares were sown at winter crops in 1994

for harvesting in the next year, against 15.3 m. heactares in 1993.

Livestock farming output fell lat large farms, while on émall
holdilngs and private plots milk yields increased and meat pfoduction
remained unchanged. Total meat production is estimated to have
fallen by 1.1 m tonnes or nine percent in 1993, while production of
milk and eggs fell by 3.7 m tonnes and 29 bn.. units

respectively (8 and 7 percent).
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Meat production percapita dropped to 47kg in 1994 from 51
kg in 1993, while milk and egg production dropped to 291kg and 254

units from 313kg and 271 units respectively.

At the end of 1994 the number of livestock in farms of ali
categories was 44.4 million, down nine percent in the end of 1993,
including 18.7 m cows (down 6%) 25.1 m pits (down 12%) énd 36.3 m

sheeps and goats (down - 17%).

In 1994 all agricultural producers are estimated to have
scld via all channels 26 m tonnes of  potatoes, 2.9 m tones of
vegetables, 6.1 m tonnes of livestock and poultry, 21.1 m tonnes of

milk and 24.2 bn. eggs.

Agricultural enterprises are reducing sales to state
procurement organizations and are seeking alternative outlets

such as markets, their own trading outlets and barter®2,

Russia recently has around 280,000 private farms who

produce about seven percent of the countrys agricultural produce.

%2 Data Collected from the Summary of World Broad Cast, BBC, Weekly Economic Report , Jan’1994-
Dec’1995.
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About 4,000 people acquired small holdings in the first quarter fall in the

total number of private farmers.

It is evident from the above analysis that the decline in
produciivity is due o the transitional effect of the agrarian reforms.
Both collective and private farming are necessary to provide food for
the masses. Individual ownership farming coupled with
collectivefarming with participation of farmers will definitely enhacne
the productivity in furture. The pace of reform should be gradual.
Slow process of agrarian reforms is an effective way to re-stabilize

the agricultural and agro based industrial production.

Recent Performance of the Agricultural Sector :

The declline of agricultural output, which has affected the
sub region since the beginning of transition, continued in 1944 and
1995. The secior has been hit by the demise of fo:rmer support
Ppolicies, demand decline linked to real incomé reduction, the difficulties
of the farm restructuring and enterprise-privatization process and the

disruption of trade among the republics of the former USSR.

- As for sectoral trends in the major food-roducing countries,

both total cereal and total wheat production declined in the Russina



Federation between 1993 and 1995 because of yield and, to a lesser
extent, area reductions. Given normal growing conditions, projected
1996 output is expected to exceed 1995 levels in the Russian
Federation largely because of yields increases. The livestock
produciion declined between 1991 and 1995%. The cumulative 1991-
95 crop of inventories has varied between 21 and 45 percent for
swine, sheep and goats and poultry, but has been more moderate for
cattle, expecially  cows. These treads have been amplified by
productivity declines and have resluted in cumulative output
reductions generally about 20 to 30 percent for mild, 30 to 55 percent

for aggs and 40 percent for meat.

The sharp deterioration of the terms of trade between
agricultural producers land input suppliers which has taken place since
transition began has caused dramatic decrease in usage, sales and

production of inputs.

Between 1991 and 1995 tractor production decreased by a
factor of 8 to 9 in the Russian Federation, while the reduction of
mineral fertilizer and compound feed production has generally been

less dramatic; betwen 1994 and 1995 machinery production declined in

% OECD, Statistical data Jan-Feb, 1996, pp. 17-21.
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the Russian Federation while fertilizer prodution has since

recovered.

The Russian government resisted farmmers requests to
reintroduce state controls on input prices, but in 1994 it created a
machinery leasing programme in  practice a time-repayment plan
‘intended to support the agricultural machinery producers as well as
farmers. A large share of the inputs acquired by farms in 1995 were
supplied through such plans,for which allocations were éstablished
by the federal Ministry of Agriculture, the  regtional authorities and a
former government agency, recognised as a joint-stock company,
which acted as the sole distributor to farmers, who could pay in cash
or through delivery of grains to the state.  Agricultural input
provision, thus, seems to have occured in 1995 along lines which bear
many similarities with pretransition methods, including the link between

input suply and state procurement.
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io-economic Impediments to Agrarian Reform :

This chapter examines the various socio-economic impediments
to the agricultural reforms in Russia. Agricuiture reforms in Russia
since 1991 has been facing various problems. After the isintegration
of the Soviet Union Russia has been passing through a phase of
transition from socialism .to a Market-economy. During the last 4-5
years all the sectors of the economy industry, agriculture, etc.,, are
affected. It is worthwhile to look into the impact of transition on the
agricultural sector and the problems and obstacles which hinder the

agricultural reforms  and development.

The root cause which hinders the agricuitural reforms is in
the very system of agricultural organization, i.e; the tripartite system
named collectivized, state and private agricultUre. The sudden jump
from a command bureaucratic economic system to a mixed economic
system has been creating lot of oproblems since its ihception. Liberal
reformers in the Russian Republilc, and their allies in the international
development bureaucracy, believe that to transform Russian
agriculture they need do little more than  assist in the breakup of the

collective farms. These reformers Dbelieve that to make
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decollectivization work, nothing more need be done than devide land,
livestock, and farm  equipment fairly among the collective farm
members. Freed from the arbitrary dictates of collective farm
managers, each now-private farmer sloughs off his mark as a  resentful
collectivized peasant. Now he tills the land, with = all the effort he can

muster, as a productive yeoman®.

Problems of Decollectivization and Farm Reorganisation:-

Among the various socio-economic and political
impediments, the reorganisation and division of farm for small scale
and private farming is most important.  The disintegration of the
collective farms and state farms for  the purpose of private farming to
cater to the needs of the  newly adopted economic system has serious

consequences.

The principal obstacles decollectivization faces come from the
costs of dividing property and assigning title. ‘The official model of

agricultural reform promulgated by the  Russian Government in July

# Michael , S. Kochin, Decollectivizaiton of Agriculture and the planned Economy. American Journal of
Political Science, vol.40, No.3, Aug.1996, p.718
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1994, the "Nezhnny Novogorod Model", accordingly assumes that
collective farms will be productively reorganized from within®, if the
administrative costs of their breakup are borne from without by local

and federal government.

It can be argued that decollectivization of  agriculture will
not be successfully carried out as long as the agricultural sector
remains strongly coupled to the planned economy, thatis, dependent
on the state planning  apparatus for goods and moneys®. To explain
why in Russia the collective farms remains the dominant form of
agricultural orgénisation, despite its failures both fiscal.and productive
and the efforts of reformers .under both Gorbachev and Yeltsin,

needs keen observation into the system itself.

Réformers justly reyile collectivized agriculture because of its
inefficient use of labour, land, machinery  and fertilizer in production of
crops and livestock. Itcan be argued, however, that the crucial issue for
the survival of the collective farms is notits in efficiency as a
producer of agricultural goods, but its effectiveness in gathering

resources for its members and managers.

 Ibid, p. 720
% Ibid, p.721
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The Soviet collective farm has been strongly coupled from
collectivization campaigns of 1920s to the present. Land reform in
Rusia, was however, carried out by the mir, Which had existed even
under serfdom and thus organizationally indépendent of Soviet
power®. Soviet institutions of local control were effective only in
extraction and procurement. As a reéult, collectivization met
widespread violent resistance because the regime was attempting to

expropriate an autonomously organized peasantry.

In much of the former Soviet Union, however, the party-state
apparatus survives to redistribute resources even as reformers seek to
carry out partial decolle;ctivization. Farmers and farm managers clamour . .
for production subsidies . to ease them through the upheavel of
decollectivization. Yet as long as such subsidies continue to be granted

through organization of state control redistribution they will

- .. discourage farmers and managers from carrying out reform®®,

Both the resource dependence perspective and
transactions-cost perspective explain the failure of Russian  agricultural

reform - as a failure to provide farm members with economic incentives

6 Prryor, Federic L. (1992), The Red and Green : The Rise and Fall of Collectiveized Agriculture in Marxist

Regimems . Princenton : Princeton University press p.76,
® Michael , S. Kochin. P.722
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for reform. Two non-economic  explanations commonly found in
different. literature for the failure of Russian agricultural reform are the
cultural and the demographic explanations. The demographic
explanation claims that private farming is unpopular in Russia because
of the rural population is too old io act enirepreneurially. Yet if the aged
character of the Rusian rural population hinders .decollectivization, as
the demographic explanation claims, we wauld expect a éiéﬁiﬁcant
difference between the age distributions of private farmers and that of
collective farm members. Yet in one large sample,, heads of households .

farming privately average 39 years of age, while heads of household

farming collectively average 40 .

The cultural explanation claims that more than 60 years of

collectivized agriculture socialized Russians to disparage private farming

because it is less egaliltarian than collective farming®.

Partisans of the demographic or cultural explanations of
the failure of Russian agrucultural reform must claim that Russian
collective farm members have sufficient economic incentive to favour

decollectivization. But it can be argued instead that farmers actually

@ Brooks, Karen and Zvi ,L.erman .(1994), Land and Farm Restructuring in Russia, World Bank Discussion

Papers 233. Washington : The World Bank . p.37.
7 Wegren, Stephen K. “Rural Reform and political Culture in Russia, Europe-Asia Studies, 46(2),

1994,p.227.
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have decisive incentives to remain in collectives, since the Russian
state still redistributes resources among collective farms. Farm members
therefore refuse to decollectivize unless they receive countervailing

subsidies.

Peasants, Bureaucrats and Decollectivization :-

Collective agriculture faced a permanent crisis  because it
embodied a permanent contradiction. More efficient production
required that some lone have personal responsibility for the allocation of
agricultural inputs, but if peasants held this ressponsibility, they could
remove resources from party state control. The same scheme lof
expropriation that produced efficiencies in extraction from peasant
consumption this also produced inefficiencies in production and

investment allocation.

Decollectivization has proven difficult in the former Soviet
Union because the party-state ruled the countryside by exatracting
all the sources from the collective and recycling then through official
channels. Even after the collapse of the Soviet Union at the end of
1991, institutions of rural governance and the power of loyal bureaucrats

continue to depend on the political allocation of resources among
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enterprises in Russia. Reformers are thus  blocked by the entire state

machinery’".

Decollectivizing reform efforts under Soviet rule began in the
early 1980s with a system called the "collective contract." Under
_the collective contract, contract teams were formed within the
.'I:(olkhoz. The collective contract specified the inputs the Koluhoz was
to provide the team, and the cash price the Koluhoz was to pay for the
teams' production. The collective contract system failed mainly beacause
it did not provide sufficient rewards beyond the minimum guaranteed
through the redistributive price system, for whichagrarian reform efforts

vitually halted during Gorbachev era’.

The cross-subsidization of weaker farms by stronger farms
gave Soviet farm members little reason to opt for decollectivizating
reforms within a system of planned distribution. Russian farmers remain
beneficiaries of state redistribution even after the death of the plan.
If agricultural reform means moderate decollectivizationn together
with retentiion of state redistribution, Russian farmers have little to gain

from it, since they would lose the pay off of such reform to the system of

' Wegren, Stephen K. Yel’stin’s Decree on Land Relations : Implecations for Agrarian Reform”

2 Gadon, VP. Gorbachev and Collective Contract Brigade. Soviet Studies 39.
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redistribution. Moderate reform, decollectivization without decoupling the
farm from the state directed economy, has no relevant constituency.
Farm members would benefit little, and local  offcials would forfeit all of
their power over production.

Despite official promises, decoilectivization has yet to be carried
out on large scale in Russia._ While the state has formally transferred title
inland to the collective .’én:ns, little .actual reorganization of production has
taken place. Eighty three percent of former collective and state farms in
Rusia have formally retained collective organisation of production.
In 1994 private farmers worked only 6% of arable land, and these private
farmers accounted for between 4% and 10% of total agricultural
production. State procurement continues and agriculture remains
dependent on state re-distributed resources through heavily
subsidized credits and direct érantﬂsn.

While the Russian Government claims a committment to
decollectivization, current policy, since the full of Gaider government at
the end of 1992, is to continue grants and low intereest loans to
collective farms. In 1994 the colelctive farms received 94% of state
credit and 98% of state investment in agriculture. Thus Russia’s farm
policy so far, despite the stated intentions of Yeltsin and his more

reform minded ministers, maintains Ithe sylstem of political

” Van, Att Don, Agrarian Reforms in Post-Soviet Russia. Post- Soviet Afairs 10: 1994,p.173
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Economic Obstacles

A number of economic obstacles have hindered the
development of private farms. It is evident from the previous chabter_
that state investments currently are woefully inadequate to put
private farming on an adequate financial bars. During 1991, the Russian
government allocated 1 bil_!ion rubles for the creation of present farms,
a sum to be administered by the Association of Peasant Farms
and Agricultural cooperatives in Russia .14 A member of VACKLNIL,
V. Dobrynin, calculated .that it would cost 120-1.50 billion rubles to.
organize and equip 400000 to 500000 pleasant farms in Russia’®, not
to mention a similar sum to construct an adequate rural social
infrastructure. Political instability, financial crisis and mal administration
hit the Russian agriculture to its very base. The investment in
agriculture is quite inadequate to sustain in the ag;ricultural reform in

its required pace.

e Investmen

™ Gidadhubli, R.G. p.1245



One of the major causes for the decline in agricultural  production
has been the deep cut in subsidy by the Russian government. This
has come about almost overnight and  agricultural farms have not
been able to adjust to it. In fact, on the issue of state subsidy for
agricuiture, there are sharp differences between the representatives
of the ministry of economy on the ministry of finance and the
ministry of economy on the other.15 The former mjnister for agriculture
and food Nazarchums observed that even countrioes with a developed
agrarian sector contributed between 17 and 80 percent state
subsidies to their peasants income.He alleged that "... in our
country..... the great economists and financiers think our agricultural
production is self sufficient' According to him in 1995 the amount of
subsidies in Russia was the same as in Finland which ié less than one-
tenth in size of Russia17. In other words, subsidy in Russia has been
too neagre and in adequate ot sustain agricultural

production during the period of transition”®.

The anti-Yel'tsin lobby in Russia contents that besides deep cut
in state subsidy, over all investment in the agricultural sector has
gone down substantially. It is pointed out that in 1990 the raio of

capital investment to volume of output in agriculture was 40 percent

» Wegren , Stephen K. Private Farming and Agrarian Reforms in Russia. Problems of Commnism (41).
May/June, 1992, p.115

73



which compared favourably with 30 percent in the US, 49 percent in
European countries, 45 percent in Canada. But according to Prof. A.G.
Gidabhuble in 1994 this ratio has dropped down to 11.2 percent in

Russia and m9ght have dropped even further in 1995,

Market Imperfection :

A privatized system of agriculture needs a market for
transactions of its commodities. Market acts as balancing factor
between industry and agricultural sector. This is a major issue which
identifies the degree to which private farmers have independent |
-access to market channels.18 The ability to turn a profit hinges in
large measure on the prices a farmer receives his produce. The law
states that peasants farmer have the right to dispose of their produce in
a number of ways. Farmers may conclude a contract with
procurement organisations, sell their produce on the Koluhox market or
seil it through the state and coooperative trade network.19 Since the
reform started, there has been a very good demand for a regularised
market. Although market prices are obviously the most attractive option,
almost two-thirds of private farms in Russia sell their output to state
or collective farms, and only 14 percent sell their produce on the

market, due to market imperfection.
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Various other reasons also acco9nt for the dependence on the
state and collective sector. Given that private farms overwhelmigly rely
on family labor, and given the small size of the average peasant family,
the farm simply may not have the ability to spare someone from product
to go to the time consuming effort of transportation and selling the
farms produce. Then, too private farmers often lack adequate .means
for transporting output to the market. The state or collective farm

will naturally want a share in the proceeds for.. .transporting and

distributing the produce a common 'middle man' transaction in market

economies.

Finance, Fertilizer ande Machinery and Infrastructure :

[

Private farming is also hampered by poor access to
equipment, machinery, fuel and other production inputs not to mention
thé‘ high price of these goods. 20 Three fourth of private farmers
surveyed in Russia said difficulty in ‘obtaining these commodities
consistituted the primary obstacle to the development of their farm.

In general conditions of short supply, the private farmers find
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themselves at a disadvantage in competing for source  resources

with state and collective farms’®.

The new of the Russian agricultural pressure group had warned
that farmers financial problems are pushing them back to “primitive
technology' and subsistance farming’’. According to Agrarian Union
leader Vasiliy Starodubtsev, "Russia could be deprived of its “food
independence' within -two or three years. The “outrageous
discrepancy’ between prices‘ paid for produce and for expensive
machinery will soon force the Russian farmer to return the horse and

plough".

Russian agrculture is facing acute shortage of fertilizers.
The country's declining production of fertilizers, its high price and
geographical compu[sions after disntegration have kept the farmers
out of the proport.ionate use of fertilizers to their farms .22 Last
years (1994) output of fertilizer machines was one eight of the 1990..-
level, of tractors one tenth and of combine harvesters one sixteenth.
Cash shortages and failing fertilizer manufacture led to 10kg being

applied per hectare in 1994 one tenth of the 1990 level and between

™ Ibid, p.115
™ SWB,BBC,Weekly Economic Report 10,Feb, 1995
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one fifteenth and one seventeenth of the amount used in European

. . 7
Union countries’®.

Though the Russian government has decided to find half of
the cost of fertilizers and pesticides needed by farmers from the spring
of 1995, in an effort to improve the supply of wheat, sugar and

vegetable oil itis yet to be implemented.

Russian agriculture is being driven towards "complete and final
collapse" In a growing disparity between prices for produce and for
industrial goods as declared by the Ministry of Agriculture and Food
Alensandor Nazarchuk. The terms of trade is sharply deteriorating

against agricultural produce.

Prices qf agricultural produce have come down as low as 100
points against industrial produce. Therefore, prices of agricultural
produce must be increased by 150 percent to restore the price parity
and rescue farming from its intolerable financial plight of diminishi8ng
revenues and profit margins. The situation is aggravated by the lack of

~ state support. According to Ministry analysts, only 62 percent of the R

™ Ibid, 10/17 Feb, 1995
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18,100 bn earmarked for agricultdre in the 1994 state budget was

actually disbursed by the end of the year. 25

Another obstacle which affects the Russian agriculture is its

~ inadequate infrstructure. After the decollectivensation of the
agricultural farms into small private farms, the lack of infrastructure
like roads, electricity, transportation, irrigation.etc. have put these
newly originated small holdings into remote locations. The frequently
remote location of the land acquired by the private farmers and the
non-availability of essential amenities .26 Stephen K. Wegrens in
analyzing "why few people are milling to become private farmers, wrote
...... there is one reason; there is not any kind of infrastructure  in the
countryside in these regions; no roads, no decent trade, no medical
services. In a word, there is nothing there there of only for a normal life,

but simply for the existence of a person"’®,

ition to Lan form

The reforms met enormous and ingenious local
opposition. Many farms refused to include all their land and assets in

the fund for determining conditional share sizes, either by selling some

” Wegren , Stephen K, March, 1994, p.27
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ofiton th e side or simnply insisting that some plots and facilities
should remain "coilective”". Although the law specified that farm leavers
were to be given plots of average quality in avérage location, they
in fact generally received the worst, most distant land 28. The legally
specified period for acting on  a request for share division has been
routinely violated. Farms almost universally refused to give physical
assets out to farmers, insisting that they had to be preserved for the
good of the whole. Instead, farm-leavers received, if they were lucky,
thé cash equivalent of the asset share's book value, at December

1991 prices. As inflation ate up the ruble this sum became ridiculously

small®.

Political Backlash Against Agrarian Reforms :

The prospects of coherent govermental action to impliment
the agrarian reforms dimmed considerably in 1994/95 in part dt;e to
intensification of political struggle within both government . and
parliament. Within the government a battle is ténsiﬁed over whether
or not land requires regulation by a separate legal document a new
land code, or simply should be treated like any other commodity,

thus fulling under the Russian Federation Civil Code®!

% lzvestiya, May 13, 1994, p.1
*! Izvestiya, June 3, 1994. pp.1-2



simuiltaneously being drafted by a different minsitry and  working
group. This theoretical dispute was made more bvitter by a struggle
between the state committee on land surveying (Roskomzen) and the
Ministry of Justice over who should actually handle registration of
land transactions. Méanwhile, the state committee on Management
of State Property® (Goskomimushchestvo), with financial support from
the Us Agency for International Development, has consistently claimed
that it should be handling all law registration and creation of a land
market, a positiqn welcomed by none of the other bureaucrates and
especially distable ful to the Agrarian Party, which sees
Goskommimuschestov as speaking for urban real estate development

interests®.

In addition the agrarian corh}ﬁittees within parliament recently
have become quite hostile to market-oriented legislation. Indeed, the
relevant committee within the upper house, the Federation council, has
gone so far as to condemn any kind of agrarian reforms. The chairman
of this committee, citing fiscal austerity called for closing down the

Agrarian Institute of the Russian Academy of Agricultural Sciences®,

% Ibid, p.2
8 Izvestiya, April 12, 1994. p.4
¥ Zemlya I trud, May 17-23, 1994, p.1
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which has supplied much of the analytic experties for the reform and

which employs several leading reformers.

And in mid-May 1994 the Dumas 34 upper house adoped a
resolution proclaiming that the entire agrarian reform was "deeply

erroneous” and implicitly demanding that it be undone.

Declining Investment in Rura!l sphere :

The reform is accompanied by a sharp drop in investment
activity including_ investment in the social sphere. This undermines
the modernization of capitaql in the rural social infrastructure and
results in the loss of accumulated potential. From 1991 to 1995, there
was a decline in agricultural houring, inthe network of preschool

" institutions and club;, .ir;'t‘he number of beds inthe rural hc;sbifal;;, and
especially inthe r%umber of everyday service establishments. The

danger of unemployment in the rural areas is rising 8,

Reformers believe that changes in agrarian economic
relations will automatically trigger reorganization in other rural sectors.
However in the organisation’ economy it is impossible to reform

% SWB, BBC, Weekly Economic Report, 17, May, 1995.
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production and the forms of its organization without maxing
corresponding reforms in other rural system of vital provisioning
support. 36 So the lack of systematicness and the attempt to reform
agriculture rather than the rural economic system as a whole, will

definitely hinder the production relations in the rural scciety.

Finally, although Yel'tsin's December 1994 ukaz
él]f;posedly allowéd members of reorganized farm freely t.o lease, sell
and purchase their plots to one another, any attempt by would-be
- farmers to assemble larger holdings by lease or purchase were
refused legal recognition. In the October 1993 land reform decree the
right to sell or lease wones Ianc; share was reafﬁ;med in principle, and
. -Was sup_posed to be confirmed by the issuance of a legal deed to the
property. But reports in 1994-95 suggested that local authorities
continued to resist attempts by peasants to use their nominal sales

right.




CONCLUSION

In the context of this comprehensive topic "Agrarian
Reforms in post-Soviet Russia" an attempt has keen made to examine
and highlight the prospects and problems of Russian agriculture in
transition, from a centrally planned state economiy to a market-oriented
private economy. The march towards mixed agrarian structure from a
centrally controlled agrarian -strucure in Russia, after the Soviet
disintegration, has not achieved the desired ends. But, at the same

time,Russian agriculture has not lost its prospects of development.

Agrarin reforms demands reforms in all the related sectors of the
economy viz :- land, finance, infrastrucutre, technology, market,
administrtive agencies, trade, transport etc,, whic.h should go hand-in-
hand in creating a new stratum of production relations. Agricultureal
reforms can not be taken up in complete isolation from all other sectors of
the national economy hana society at large. But as the 'analysis of the
different sectors of the economy shows, it has become clear that the

agririan reforms in Russian has not been carried on hand-in-hand in an

orchastrated manner with other sectors of the economy. This is the major
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soar spot in the Russian economy to cause the decline of

agricultural productivity after the reforms started in 1991.

There are also limits to the extent to which price, market,
foreign trade, finance,etc., can transform agriculture. Limited institutional
reforms in agriculture restricts progress towards a market economy. First
of all Russia needs a working land market and more secure property
rights for land inorder to afford Russian farms the freedom to restructure,
to reconﬂgure.;. themselves to the size and  organization best suited to
respond to consumer damand. The absence of a land market means that
Russian farms are left with a Iand tenure that has iargely survived from
Soviet times. Outdated land tenufe limits the profitability of farms,
making. new investment extremely unlikely. Many farms best suited for

central planning are probably too large for market oriented agriculture.

Another important thiné which has come up in the analysis is
that, " the former state and collective farms  still carry considerable
legacies from the part, including (often) the same manager and the
continued burden of a number of social payments usually handled by

local governments in other countries. For instance, local schools, day

care,

84



pensions, road maintenance and other social services are still in the
lands of the former state or collective farm in Russia. These burdens
raise overall cost of production for agricultural goods, and invest these

farms with a semi-state owned status.

While central state interference in commodity marlfets has
ben largely eliminated local intervention has increased over the past
two years. For example though central commodity procurements have
largely disappeared since 1993, local procurement funded by local
budgets has largely replaced them. Local oficials have also enacted
numerous barriers to trade between oblastjs, as well as with the outside
world. Example of such barriers are local procurement quotas and

price controls.

Other area where significant institutional reform is needed is in
the development of commerci;l law and :farm marketing and financial
institutions. Private markets for agricultural commodities and financial
institutions are developing as state procurement diminishes as a share
of total marketing. The most helpful measures on the part of the state
in this regard would probably be to continue to reduce both inflation and
the protion of total marketing purcﬁased by state procurement

organizations.
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To add with, agrarian reform must be | accompined by the
| reform of rural self government. In the last few years after the reforms
has been initiated, rural areas have manifested an observable, albeit still
faint, tendency to enhance the authority of local bodie.s. Their role in
the rural socio-economic sphere will grow with both the reorganization of
collective and state farms and with the decollectivization and division of
staate and collective farms for their respective purpose or ouse. the
state has' the obligation to strengthen their budget base, to ogive them

additional legal and economic authority, fetch-message agrarian reforms

to the rural population.

Despite these various limitations, agriculture in Russia has made
significant progresses in its transformation to a market oriented system.
Productions consumption and trade of agricultural products now better
coincide with the ability of consumers to pay, and production is under
considerable pressure to become more efficient : in fact, it has already
become so oseen from this point of view, agriculture, rather than

undergoing a “crisis,’ is performing reasonably well.
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