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The state socio-economic policy in the Russian Far East and the problems of its implementation (the second half of the 1980s – the 1990s)

The article deals with the principal trends and results of the transformations, which the State carried out in the Far Eastern region in the second half of the 1980s – the 1990s. The socio-economic and political factors that conditioned the transformations are the object of the study. It concerns the specific problems of the process of the development of market relations in the Russian Far East, which entailed the decline in the living standard of the population. 
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The deep-rooted traditions of the domestic paternalism coupled with the vastness of the Russian territory have always conditioned the importance of the State regulation in the development of provinces. At present, when the process of the overall disintegration of Russia has been overcome (or, at least, suspended), the authorities, on every levels, as well as the scholar circles, discuss the question what most effective policy to be implemented in the regions should be adopted. 

The question is particularly pressing for all of the Far Eastern regions of Russia. After the nearly two decades of market reforms, the State has abandoned its previous practice of direct tutelage and turned to the regions employing the experience of the complex programme approach of the last Soviet years. However, the efforts to combine centralisation with decentralisation in order to overcome distance disproportions have yielded no desired results for the population and the economy. More than that, the federal government prolongs, at intervals, the time to complete the strategic tasks it set itself: initially, from 2005 to 2010, and, at present, to 2013. A retrospective survey of the State policy toward the Russian Far East permits us to establish the objective reasons for its failure not only in the past, but, to some extend, in the present. 

The perestroika policy adopted by Mikhail Gorbachov in the middle of 1980s in order to transform then the system of the State control over the economy inspired various hopes including the one for a qualitatively new approach to the development of the regions. When visiting the Russian Far East in April 1986, the Soviet leader advanced the task to make it a highly developed national-economic complex. In August 1987, the USSR Council of Ministers adopted a programme titled The Long-Term Programme of the Economic and Social Development of the Far-Eastern Economic Region and the Region of Zabaikalye up to 2000. It provided that the amount of financing the regions would increase two-fold. Besides the investments from the centre, it laid account on the usage of the funds that were planned to obtain from an active participation in external economic projects [12]. Priority was given to the solution of social problems as well in order to attract there labour force for permanent residence. In this connexion, a special attention was focused on the need for new accommodations and social infrastructure. 

The plan was realised in the context of changes in the socio-economic policy of the Soviet State, the aim of which was a partial decentralisation and a development of certain market elements within the domineering public sector which was to be preserved. The basic points of the “new deal” were to grant enterprises a greater independence in managing their production, to empower the State-owned enterprises to stimulate materially their workers, and to arrange conditions favourable to give rise to small entrepreneurship. These conceptual principles were legally fixed in a number of laws: those on individual labour activity (1986), State enterprise (1987), cooperation (1988), and lease (1989). 

In 1986-1990, the investments mastered by the national economy of the Russian Far East were 1.4 times more than those mastered in the course of the previous five-year plan. The number of blocks of flats, pre-school facilities and schools coming into commission increased 1.3 times, and that of hospitals and polyclinics, 1.4 and 1.8 times respectively [6]. New forms of external economic cooperation appeared as well (although with numerous restrictions) ranging from a possibility granted to enterprises and organizations to establish direct links with their foreign partners to the right to attract foreign investments in order to establish experimental free economic zones and joint ventures. 

However, the course of the perestroika changes was impeded by insufficiently considered decisions (in some cases, they were even spontaneous) taken on the State level. The ways they chose to attain long-term purposes were not necessarily consistent with the regional peculiarities. The alternative forms of economic relations they introduced (self-supporting running, leasing, cooperative ones) contradicted with the still persisting remnants of the “system of administrative commands”. 

The branch principle pursued when charting the complex programme of the development of the eastern regions of the country constituted one of its basic flaws. The funds granted by the State were transferred to various ministries and their departments rather than to the territorial units of the Russian Far East, which preserved its function of the of raw material sources. In consequence of such a practice, the local needs were relegated, as before, to the background. More than that, the centre provided finance in its entire amount only in the course of 1987-1988. Subsequently, the capital investments were considerably reduced because of the aggravated centrifugal tendencies and the total socio-economic crisis of the system. The construction of a great number of industrial and civilian units was suspended or never begun. The fuel and energy complex faced with acute problems. 

Providing the population of the Russian Far East with foodstuffs presented particular difficulties. The environmental and geographic conditions of the region restricted the development of agriculture in it; restricted were also the possibilities to transport goods of vital importance thither (especially, to the remote districts of the North), so, the solution of the problem demanded a constant participation of the State. Previously, the food supply was centralised and carried out on the regular basis. However, at the end of the 1980s, they began to practise a strict accounting of consumer goods. Alongside with food-cards, ever growing in number, they introduced cards for essential goods. It entailed an obvious decline in the living standard of the local population. For example, in the Magadan Province, in 1989-1990, the consumption of meat, fish, and sugar per capita decreased by 2 kg, that of milk and milk products by 3 kg, and that of bread by 7 kg [10]. 

The growth of prices for foodstuff, the increasing costs of transportation and other services resulted in the fact that, by the beginning of the 1990s, the privileges granted by the State to the inhabitants of the Russian Far East (bonuses, benefits, etc.) had considerably lost their importance. People eventually could not accumulate additional money. The savings-bank deposits of the inhabitants of the Amur, Maritime and Khabarovsk Provinces, of which the amount previously was superior to that of the inhabitants of other regions, diminished to an average RSFSR index [13]. 

The dissatisfaction caused by frustrated hopes made the migration problem even more acute. In 1986-1988, an average annual growth of population by way of migration made up about 20 per cent, whereas, for example, in the Maritime Province, the most populated one of the region, in 1987, labour force shortage made up 29,000 persons [2]. An important factor causing the outflow of the inhabitants (especially from the northern districts) was the narrow specialisation of the local economy of extensive type aimed at the extraction of natural raw materials. For example, the exhaustion of the gravel deposits of gold having been exhausted, many districts in the basin of the Upper Kolyma River, the Magadan Province, turned depressive, whereas no prospecting of new deposits was carried out. That is why pressing for such territories were the State mass re-settlement programmes. 

The only way to improve the steadily aggravating situation was the direct exchange of commodities with north-eastern provinces of China (the so-called “barter”.) The share of the barter made up as much as 70 per cent of the entire external exchange of commodities of a number of the Soviet Far-Eastern provinces [1]. As a consequence, the corresponding border transport communications developed. On July 15, 1988, an agreement was signed between the government of the USSR and that of the Chinese People’s Republic on mutual visiting for the citizens of the two countries. Over the eleven months of 1989, 62,000 persons crossed the Soviet-Chinese frontier through the railway station of Grodekovo, which was two-fold as many as 1988 [3]. In 1989-1990, the earnings of the export and import operations within the framework of coastal and border trade of the Khabarovsk Province totalled 88 million currency roubles, which were spent to purchase foodstuff, medical equipment and medicines [5]. However, such forms of co-operation were purely anti-crisis ones and they could not set up a quantitatively new base of long-termed external economic links. 

In their collective letter on the implementation of the Long-termed Programme of February 20, 1991, sent to the USSR President Mikhail Gorbachov, the heads of the representative bodies of the Far Eastern districts and provinces pointed out in particular: “Over the five years, putting power plants into operation has made up about 30 per cent of that envisioned by the Programme […] The task of putting into operation the units of the construction industry and construction materials industry has been fulfilled by 25 per cent. The exploitation of the Sakhalin shelf is not being carried out. The trend has been toward lower catch of fish” [7]. The general conclusion drawn by the local authorities was categorical and its general meaning was that the tasks of the complex development of the Far Eastern region had become unrealistic, so the attempts to fulfil them were senseless. 

The processes of political disintegration that had started in the early 1990s added to the complexity of the situation of the Russian Far East. The dramatic reduction of the supply of mineral resources from the centre affected the region to a greater extent than other subjects of the federation. Besides, the economic structure and activities were oriented to the remote markets of the USSR. 

However, they managed to avoid dramatic destabilisation in the Russian Far East at the initial stage of the market reforms. A contributory factor for this was, to some extent, the prevailingly raw stuff specialisation of the greater part of the regional sector of industry, which still preserved the elements of the State support, although a decaying one. For example, in the Maritime Province, in the first half of 1992, the downswing made up 9.5 percent, whereas in the rest of the country it stood at 13.5 per cent [4]. 

The liberalisation of the external economic activity served to stop obligatory currency deductions from the profit of the enterprises co-operating with foreign partners, which, too, gave the region a temporal protection against violent blows. However, the mentioned tendencies, comparatively positive ones, were to be observed only to the beginning of 1993. 

The disintegration of the previously single economic space, irregularities in the work of industrial complexes or cessation of their work, constantly increasing transportation and power rates were the negative factors, which, together with some other, including the total political chaos that had seized the country, contributed to the further isolation of the Far-Eastern territories within the State. 

In Russia of the first half of the 1990s, a though-out regional policy of the State was lacking. The transition to the market relation made the previous planned economy and the system of complex programmes ineffective. The financial aid of the federal centre was the only instrument of support for the regions, which rendered them viable but could not assure them a systematic and prospective development, for it was a “survival gear” of a sort. 

The liquidation and privatisation of large industrial units that were prevailing in the region resulted in the appearance of a great number of jobless, especially among the most qualified part of workers. People began to leave the Russian Far East in mass. In 1993, 66.1 thousand persons moved from there to the other parts of the country (i.e. 6.9 times more than a year earlier.) [9]. 

The shocking experience of chaotic transformations made the federal authorities revise many of their radical initiatives and repudiate the illusions that the process of the formation of market should have been self-controlled. More than that, the local authorities began actively to demand that the State should come back to the economy to secure “favourable conditions” for the regional development. The government, in order to avoid the total loss of the control over the situation resumed the practice of special purpose emergent forms of administrating the territories. 

In 1996, a programme was adopted titled The Federal Special-Purpose Programme of Economic and Social Development of the Far East and the Region of Zabaikalye for 1996-2005, which was raised to the status of a presidential one. The corresponding decree stated the importance of the regions for the revival of Russia and their geo-political significance in the dynamically developing Asia-Pacific Region. It was planned that, in 1996-2000, the situation would be stabilised and considerably improved and later, the policy of “equalisation” would put the basic socio-economic indexes of the Russian Far East on a level the with all-Russian ones. 

Considerable changes occurred in financing the Far East. Of the total amount of 371 trillion roubles (according to the prices of 1995) intended for the region, only 25 per cent was the share of the federal centre. The rest was planned to form from the local budgets and attracted investments [11]. 

However, since the Far Eastern region was unprepared for such a financial practice, the prospects of the fulfilment of the plan seemed rather vague. Besides, the obligatory financing from the federal centre systematically failed. From 1996 till 2001, the share of the State financial support was making up only 10.6 per cent of the initially envisaged sum. The industrial capacity of the Russian Far East and the Beyond-the-Baikal Region decreased by 46.2 per cent as compared with 1991 (in the rest of Russia, by 35.1 per cent), the amount of total investments dropped by 69 per cent (66.8 per cent in Russia), and the population diminished by 46.2 per cent [15]. 

The reasons for the poor financial security for the planned initiatives were not only the problem of the deficiency of the State budget, but also the fact that there appeared too many regional programmes similar to the far-eastern one. In 1995-2001, their number grew seven-fold, whereas the specific weight of financing, only by 4.4 per cent [14]. The programmes became the points where the interests of local and central departments crossed and the high officials of the central ones actively promoted the projects they favoured. It was natural that, in the situation, when the projects were “showering in gross”, no thorough examination of them was executed. So, the approval of territorial strategies was somewhat automatic. 

In the 1990s, great hopes were pinned upon the activation of international co-operation in the Asia-Pacific Region and the participation of Russia in it. The transition from the centralised external economic activity to more liberal forms of it could, in prospect, make the Russian Far East one of the business centres of the country. 

In 1991-1993, there was to observe a certain “outburst” in establishing joint ventures favoured considerably by beneficial conditions for their work. Sister links between the cities and territories of the Russian Far East and those of the neighbouring Asian countries were actively establishing. They constituted various intergovernmental structures, which included regional representatives. 

In the middle of the 1990s, about half of all foreign investments in the Russian Far East were that of the companies of Japan and USA. They realised a number of large capital-intensive joint projects, for example, the construction of an air-terminal in the city of Khabarovsk, as well as the fibre optics link Khabarovsk – Tokyo – Seoul. 

At the same time, respectable foreign companies avoided making solid investments in the economy of Russia because of the difficult situation in it. The raw materials extractive and partial processing industries oriented to the further export were the only exclusion. In the Russian Far East, the testimonies of the practice were the agreements on the development of oil and gas deposits signed with foreign companies (they are known as Sakhalin-1 and Sakhalin-2 projects.) 

The Russian-Japanese Committee for Economic Co-Operation distributed a questionnaire among the businessmen of Japan, who had an experience of work in the Russian Far East. Its principle task was to reveal the problems impeding the influx of foreign capital. According to the Japanese businessmen, the basic problems were the imperfect local legislation, which underwent perpetual changes (it concerned taxation, first of all), the absence of strategy in the development of industry, the highly risky bank operations, a complicated customs procedure, political instability, etc. [8]. 

The Free Economic Zones, Nakhodka and Sakhalin, established in the Russian Far East at the end of the Soviet epoch failed to produce quick and positive results. After 1993, the State policy had a drastic turn, due to which the preferential treatment they enjoyed was limited. The previous policy toward them was termed unreasonable and causing serious economic losses to the country. At the same time, the adoption of the federal law on free economic zones, so needful one, was impeded. 

Foreign partners were interested primarily in the sectors, which guaranteed an immediate gain and profit return, trade and mediation operations being the principal channels of co-operations. The traditional product mix of exchange was preserved: they exported mainly natural resources (wood, coal, hard fuel, fish, and marine products), whereas the import consisted of alimentary products, clothes, and equipment. 

Leading within the framework of such an exchange were the border links with the Chinese People’s Republic. Their development enabled a considerable part of the local inhabitants, who had lost their job, to start a small business of their own called a “shuttle” one. Thanks to that, the region, under the crisis conditions, was supplied with large-scale goods, and people could visit the neighbouring State as tourists. 

However, contacts with China were unstable because of their barter character. In 1993-1994, after the frontier trade regulations were restricted, customs duties increased and visa regime introduced for visitors from neighbouring territories, the Russian-Chinese economic relations fell into a long decay. Despite that, as of 2000, of 79 regional agreements of the Russian Far East and the Beyond-the Baikal Region, 39 were signed with the provinces of China [16]. 

Summing it up, one may state that the regional policy implemented by the State in the Russian Far East in the second half of the 1980s – 1990s was aggravated by the lingering transitional period and complicated with regular destructive fluctuations. Apart from failures in estimations of local capacities, the complex programmes elaborated and adopted by the centre quickly got out of date under the ever changing political, juridical, financial, and other circumstances, which made their implementation impossible. If the situation persists in the future, the economic attractiveness of the Russian Far East may decrease still further and it will result in the loss of political influence of Russia in the Asia-Pacific region. 
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