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Of five possible criteria for legitimizing unequal wages--remuneration accord-
ing to labor, incentive effects, compensation for disutility, quid pro quo in
the political process, and functional necessities~-Soviet wage theory is
mainly concerned with remuneration and incentive effects, postulating their
compatibility and referring to Marx and Lenin. Recent debate exposing the
detrimental effects of wage levelling and advocating price increases, un-
employment, and increased scope for individual enterprise and high individual
earnings is at variance with widespresd public opinion and part of official
policy. The debate is also becoming more explicit in the analysis of at-

titudes of wvarious interest groups.

Wage Theory

Societies differ widely in the degree to which officisl doctrine legitimizes
states of affairs and determines the rigor of adherence reguired of citizens.
Unlike many contemporary Western societies, the Soviet Union officially sanc-
tions an elszborate ideclogy of wages and income distribution, and the room
allowed for dissent i1s relatively narrow, albeit expanding in the era of
glasnost’. Even at the level of the Constitution, the fundamentals of working
life are laid down, including the right and duty of working and principles for
the remuneration of labor:

Citizens of the USSR have the right to work (that i1s, to

guaranteed employment and pay in accordance with the gquantity

and quality of their work, and not below the state-established

pinimum}, including the right to choose their trade or profes-

gsion, type of job and work in accordance with thelir incling-

tions, abilities, training, and education, with due account of
the needs of society.



This right is ensured by the socialist economic system, steady
growth of the productive forces, free vocational and profes-
sional training, improvement of skills, training in new trades
or professions, and development of the systems of vocational
guidance and job placement.?!
It is the duty of, and a matter of honor for, every able-
bodied citizen of the USSR to work conscientiously in his
chosen, socially usgeful occupation, and satrictly to observe
igbor discipline. Evasion of sccially useful work is incom-
patible with the principles of socialist society.?
Corresponding principles were embodied in the 1926 Constitution, Articles 12
and 118, In cowparison, official Denish doctrine is less explicit and, except
for a provision for free and equal access to trade {Article 74}, the Con-
stitution only mentions working 1life in vague terms:
In order to advance the public interest, efforts shall be made
to guarantee work for every sble-bodied citizens on terms that
will secure his existence.?
Of course, this lack of official doctrine does not preclude limitations due to
other dogmas--~that is, tradition, bad habits, or established economic theory.
Vavious idevlogies and theories dJdiffer with respect to the importance
attached to the following five possibilities for legitimizing unequal wages.
i. remuneration according to productive contributions
2. incentive for labor alliog¢ation and supply of effort

3. compensation for disutility of labor

4, quid pro quo--that is, remuneration for services in a broader
sense, including political support and compliance

5. funetion--that is, the precondition for social acceptance of the
necessary exercise of authority assigned to certain positions.

Although they are not mutually exclusive, these five criteria are distinguish-
able.
Traditional Western ideology is influenced by simple versions of neo-

clasaical labor market theory, congidering unegual wages as & necessary means



of efficient allocaticn (criterion no. 2 sbove). Demand and supply on every
partial laebor market are decreasing and increasing functions, respectively, of
real wages, and suitaeble wage changes will clear the market. The demand price
is determined as marginal productivity. Furthermore it holds good that if
there are constant returns to scale--that is, the production function is
homogeneous to the first degree {which is the case in an equilibrium where
production can be expanded by means of entry of individual firms producing
without profit), then factor payments equal to marginal product exactly ex-
haust total production according to Buler's theorem. Of course, this extreme~
ly short, ideological version does not do justice to positive theory, which
offers a very rich assortment of theories and models of wage differentials,
including preferences, sbility, human capital, comparative adventage, job
requirements, job assignment, complementary {capital) inputs, number of sgubor-
dinates, responsibility, discrimination, efficiency wages, market imperfec-
tions, trade unions, luck, stochastic mechanisms, personality, social back-
ground, macro-economic restrictions, revenue sharing, ete.t

Functional, sociological theory in the West also maintains that the ful-
fillment of important and difficult jobs presupposes unequal rewards, where
rewards encompass more than wages~-namely, power and prestige. However, the
esconomic reward is the most important, because power gaing its value partly as
a means of obtaining economic reward, together with prestige, as a concomitant
thereof.> The c¢ritique of this theory has emphasized the dysfunctions of
inequality, inveoking the second criterion. Not enly is inequality an incen-
tive For well-off persons, but it also impedes display of talent by persons
with low status, and it causes conflict., Inequality is perceived, not as a

functional necegsity, but ags a resuit of the ability, inherent in the execu~-



tion of important and difficult jobs, simultaneously to usurp material ad-
vantage.ﬁ

Some of the socialist developing countries, particularly China until 1976
and Cuba in the 1960s, formerly adhered to a markedly different theory of
wages., In China and Cuba, it was attempted to use moral and socisl incentives
combined with a higher degree of econcomic equality. The reasons were in the
First place political, as material incentives and the calculating ethics which
they promote were feared to endanger the revolution. Therefore, it was im-
perative to create socialist ethics before the objective material conditions--
that is, an abundance of most goods--were realized. Such a policy, from the
Soviet point of view, can only be characterized as "petit bourgecis.” In the
gecond place, there were purely economic reasons--moral and social incentives
gimply were considered the most effective becauge a wvast amount of mental
energy was thought to be released when workers cooperate instead of scraping
together material goods at the expense of one another. In the third place, it
has mattered that these countries were poor and were therefore prevented from
motivating labor efforts by holding out prospects of speedy Increases in
material wealth.?

In Soviet wage theory, all four criteria for legitimation can be found,
explicitly or implicitly, but paramount importance is attached to legitimation

of unequal wages as remunerstion.

Remuneration
The principle of remuneration for productive contributions and distribution
according to the amount and complexity of work (raspredelenie po trudu®) is

derived from exegetic analysis of sources beyond dispute--that is, the works



of Marx as amended by Lenin, particularly Marx's statements sbout the first
phase of communism (the "socialist phase,” in Soviet parlance) in Kritik des
Gothaer Progrumms:

What we have to deal with here is & communist society, not as

it has developed on its own foundations, but, on the centrary,

as it emerges from capitalist society; which is thus in every

respect, economically, morally and intellectually, still

stamped with the birthmarks of the old society from whose womb

it emerges. Accordingly the individual producer receives back

from society--after the deductions have been made--exactly

what he gives to it. What he hasg given to it is his indivi-

dual amount of labor.... This equal right is an unequal right

for unequal labor. it recognizes no c¢lass differences, bhe-

cause everyone 1ig only a worker like everyone else; but it

tacitly recognizes unequal individual endowment and thus

productive capacity as natural privileges, It is therefore a

right of inequality in its content, like every right.?

The principle of payment according to work does not create equality, as
workers differ with respect to their productive capacity and duties of provid-
ing for dependents. It aims at quite ancther purpose-~the elimination of
exploitation. Labor ceases being a commodity. Workers amre not paid the labor
value of lsbor {the costs of its reproduction}, but according to the labor
they contribute, including surplus value (after deductions for investment and
other social costs}. Indeed, according to modern Scoviet theory, inequality
might be greater in the transition period, when productivity determines wages,
than under capitalism, where the costs of reproducing lahor determine wages,
because the former shows greater variation than the latter.!® Even exploita-
tion might occur in the beginning of the socialist phase--exploitation of the
peasants in the form of original socialist accumulation, and of the workers
who pay "tribute" to indispensable bourgeois experts and buy foreign goods in
unequal exchenges.l!

Payment according to work is not subject fo political choice, but it is a

necessity. Soviet theory considers "the law of value" to be inescapable, Just
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as some Western economists consider wage differentiation to be the inescapable
"central, equilibrating variable in the labor market."'? Although more impor-
tance has been attached to distributional considerations since Stalin con-
demned wage levelling {uravnilovka) in 1931, wage equalization iz nevertheless
still considered a "petit bourgecois tendency,"!d often with reference to the
following quotation from a decree "signed by Lenin®™ in 1921:

In determining the wage rates of workers with verious skills,

office staff, technical and higher administrative personnel,

all thought of egalitarianism should be rejected.l?
And thig is firmly rooted in Marx:

Vulgar socialism (and from it in turn a section of democracy)

has taken over from the bourgeois economists the consideration

and treatment of distribution as independent of the mode of

production and hence the presentation of socialism as turning

principally on distribuytion. After the real position has long

been made clear, why go back again?!5?

Some finer details of interpretation might, however, be open to discus-
sion. "According to work"™ could mean "according to contributed laber"~-that
is, the guantity and guality (skill grade) of labor--or according to final
results of labor, Often it is dimplied that these are eguivalent, but in
recent years there has been a marked change towards emphasizing the final
results of labor, and collective rather than individual results. Thus the
1986 wage reform provides for 20-~25 percent average wage increases, which
will, nota bene, only become effective if they are financed by improved enter-~
prise performance in terms of productivity gains and savings.16

According to traditional theory, in the socialist phase wages should cover
the material requirenents of productive workers, whereas the social consump-
tion fund, by which the wage fund is reduced, covers their nonmaterial re-

guirements, together with the requirements of non-productive citizens. But

the evaluation of the proper amounts of transfers and distribution of free
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goods and their role in constructing full communism has changed, with their
importance having recently diminished compared to the Khrushchev period.!?

When determining the wage structure, salliocation and production should be
considered first and foremost. Macroeconomic egquilibrium should be considered
in the plan for the wage level, and distributionsl considerations should not
in principle interfere with wage determination.}®

The principle of wages according to work forms the basis for detailed
deductions concerning the distribution of wages. Thus, Rabkina and Rima-
shevskaial? explain the (far from perfect?®) Jlognormal shape of the wage
distribution as the outcome of (1) a normal distribution of workers over skill
grades (as skill allegedly is determined additively of many independent vari-
ables); (2} a multiplicative effect of these skill factors upon productivity;
and {3} payment according to productive contribution, Obviously, an alterna-
tive argument for uniform percentage wage increases between skill grades would
be that relative wage differences could determine incentive effects.

Ancther deducticon, of very palpable conseguence for Soviet citizens, is
the wage differential between productive and non-productive labor. At present
the total lsbor force amounts to 130.3 million, comprising the two classes of
state employees {81.7 million workers and 36.1 million white-collar employees)
and kolkhozniki (12.5 million}. Of the state employees, 82.7 wmillion are
employed in the productive sphere {including 11.1 million sovkhozniki} and
35.1 miliion in the non-productive sphere--that is, health care, education,
research, housing and other sccial services, culture, and state and local
administration,?!

Az in ancient society, kelkhozniki are outside the working c¢lass, and

theoretically their income is not wages, but residual earnings from collective



agriculture. At present the real difference is only & minor cne. Workers and
other state empioyees, including the specific "stratum™ {(slof) of the "intel-
ligentsia," generally earn higher wages and galaries if they are employed in
the productive sectors rather than the non-productive sectors. This dis~
tinction refers to the Marxian concept of productive, or surplus-value creat-
ing, labor, in its heavy-handed interpretation as material production.

This type of argument, which is also widespread in the debate in other
countries, can serve many purposes--for example, justification for low wages
of soldiers.?? However, in the Soviet Union there are also candid opposing
voices:

Thus, although pay in nonmaterial production has been raised
systematically, average pay in this sgphere actually declined
from 1961-1980 in relation to pay in material production....
This negative trend ... to some extent originates from the
unwarranted and outmoded notion that nonmaterial production
not only does not contribute to economic growth (allegedly

because it does not create any national income), but actually
impedes this growth, by diverting resocurces to its own deve-

lopment, Actually, nonmaterial production has an extremely
positive impact on the efficiency with which resources are
used in material production.... A revision of this chsolete

position is overdue.??

Is it right to go on "programming” this gap between wages in
the production sphere and those in the nonproduction sphere?zﬁ

Incentives

Determining wages not only by the amount of labor, but alsc by its complexity
and final results, gives some room for interpretation, including & view to
incentives, which figure prominently in the debate on wages and economic
theory.?® The ongoing wage refors purports to strengthen the incentive effects
of all wage elements, not only bonuses,25 and often quotations from Lenin are

invoked to demonstrate his awareness of incentive problems.?7



He who does not work shall not eat, 28

Not directly relying on enthusissm, but aided by the enthusi-
asym engendered by the great revolution, and on the basis of
personal interest, personal incentives, and business prin-
ciples, we must first set to work in this small-peasant coun-
try to build solid gangways to socialism by way of state
capitalism.... Personal incentive will step up production: we
must increase production first and foremost and at all cost.??

Priority is preference, but it is nothing without preference
in consumption. If all the preference I get is a couple of
ounces of bread a day I am not likely to be very happy. The
preference part of pricrity implies preference in consumption
ays well. Otherwise, priority is a pipe dream, a flesting
cloud, and we are, after all, materialists,30

Lenin even intimates possible inconsistencies between fair remuneration and

incentive effects:

It is wrong te think that food distribution is only s matter
of fairness. We must bear in mind that it is a method, an
instrument, and a means of increasing output.3!
But normally great efforts are made to disguise considerations for incentives
as remuneration for productivity, thereby implying their equivalence:
Under socialism, greater rewards are given to those workers
who create more value, whose contribution to the fulfillment
of plans and the development of preduction is larger. This is
achieved by paying higher wages to skilled workers, to those
requiring longer training. Work undertaken in dangerous or
harmful conditions is also better paid. If this were not so,
there would be no incentive to acguire eduction, to raise
skills, to undertske more complex and responsible work,32
The principle of earning remuneration that is directly dependent upon final
results (zarabatyvanie) is considered to be an apt incentive, or "driving
pelt," for such types of efforts ag producing high quality output, scguiring
additional skills, introducing new technology, and everyday work effort.??
{ther types of labor market behavior, such as mobility among geographic

regions and firms, or choice of education, are not mentioned. Rutgaizer and

Sheviakov maintaein that regional differentials are justified as & means of



compensating for cost-of-living differences, but not as a means of stimulating
mobility,?* and the fact that "sometimes wages serve as a meang of luring
people from one enterprise to another"3> ig often disapproved. However,
Tatiana Zaslavskaia argues that remunerastion according to the guantity and
gquality of labor also allows for differentiation of wages according to "the
acuteness of labor shortage,"36 It is not specified whether the "shortage"
relates to sectors, enterprises, etc., but it is implied that wage differenti-

ation should act as a mechanism to reallocate labor. .

Compensation
Compensation is an independent reason, besides incentive effects, for various
percentage additions to tariff wages for hard or dangerous working conditions
and for working in remote northern areas. Also, social considerations enter
wages policy--for example, special regulations for women and for kolkhosnik
earnings and increases in minisum wages.3? Most authors argue that wages
should compensate for regional cost~of-living differences, and that consump-
tion possibilities should be equalized among regions.3® But generally, con-
tamination from social policy is rejected:

The minimum wage theoretically reflects the contribution that

an unskilled worker makes to the results of social produc-

tion.... Consequently, any deviation ... amounts to a social-

welfare payment ... in the disguise of an economic labor

remuneration,3?

Incentive eff'ects also influence sccial pelicy. A new Soviet pension

system 1s being prepared with a view to pensioners’ propensity to continue
working.“a It has also been pointed gut that higher old-age pensions will

increase the incentive effect of wages by reducing the burden of dependent

members of the family.*! Some authors srgue that fairness and incentive ef-
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fects require that incomes vary according to family size and number of de-

pendents, which could be achieved by means of suitable policies of taxation.’?

Quid pro quo

The role of earnings policy as a political instrument for mobilizing
political support from various constituencies was explicit in the debate on
the smychka between workers and peasants in the 1920s. Although alien to
official ideclogy, this ides has reappeared in the description of interest
groups in the 1983 Novosibirsk Report,*3 and it is apparently an important
active for increasing the relative earnings of white-collar and highly edu-
cated groups in the ongoing Gorbachev wage round. According to Western ana-
lyses, the concept of quid pre quo is paramount for understanding Soviet

political trends.t4

Function

The argument for increasing the salaries of certain groups, such as engineers,
very often is that increased salaries entail higher prestige, which in turn is
supposed to affect recruitment.?5 But another idea also crops up: that a high
gsalary 1s a precondition for social acceptance of the necesgsary exercise of
auythority assigned tc certain positions., This justification of unequal wages
and salaries, which is well known, not only from Soviet, but also From Western

sources,®

ig not concerned with responses of individual wage and salary
receivers, but with responses of other members of socociety. Therefore, it is
distinct from their other types of legitimization as a more functional and

social type of argument.
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Wage Egualization

The future equalization of earnings is only possible if productive capacity-~
that is, education--becomes more uniform, and equal opportunities become open

to all:

Consequently the basis for reducing income differentials must
be reductions in the gualitative heterogeneity of labor caused
by fundamental changes in production.?7?

Lenin as well as Marx wrote of "equality of labor and pay,"'® in a future
society, “...gradually equalizing all wage and salaries in all occupations and

categories, ™9

The transformation, through the division of labor, of personal
powers (relations) into material powers, cannot be dispelled
by dismissing the general ides of it from one's mind, but can
only be abolished by the individuals again subjecting these
material powers to themselves and abolishing the division of
labor. This is neot possible without the community. Only
within the community bhas each individual the mesns of cul-
tivating his gifts in all directions; hence personal freedom
becomes possible only within the community.5°

In a higher phase of communist society, after the enslaving
subordination of individuals under division of labor, and
therewith alse the antithesis between wmental and physical
labor, has venished; after labor, from a mere means of life,
has itself become the prime necessity of life; after the
productive forces have also increased with the all-round
development, of the individual, and all the springs of coopera-
tive wealth flow more sbundantly--only then can the narrow
horizon of bourgecisz right be fully left behind and society
inscribe on its banners: from each according to his ability,
to each according to his needst>?

But at present, egualization ig proceeding at & rate exceeding the rate of
reduction of labor heterogeneity,”? and prevailing wage distribution decile
ratios of 3.3-3.4 (3.0 in industry} are far too low for efficient incen-
tives.?? It is also repeatedly pointed out that "socialist and even communist
ideals of eguality caennct be considered statio&ary,5a and that the presence of

gocial consumption does not imply that "decreasing income and congumption
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inequality is an end in itself,"55

“Bez uravnilovki®

"Bez uravnilovki' (No wage levelling), the subtitle from a recent Soviet
article,56 is an apt heading for many contributions to the present debate on
income and wages. Economists and others demand increasing differentials and
restricting gotsial naia spravediivest’ {social justice~-another of Gorba-
chev's keywords) to a problem of creating equal opportunities, providing
correspondence between wages and Iabor contribution, eliminating unearned
income, supporting perzons who are unable to work or are temporarily unemploy-
ed, and equalizing the distribution of social benefits and the availability of
consumption goods, particularly among regiong.?’

It is gratifying to notice the recent change in the views on

wage eqgualization and suitable future trends. A number of

economists have already sbandoned the position, once con-

gidered wvirtually axiomatic, that the earnings differential

should steadily decline.... But we do not share the opinion

that this process {braking equalization) is already going on,

or that a mere slight increase in the earnings differentisl is

sufficient. Moreover, we would like to stress that it is

easier to accelerate the decrease of the differential by

adninistrative weasures than it is to slow the process or

reverse it to an earlier level, even 1f possible in prin-

ciple.?®
The tendency towards unanimity among economists demanding more differentiation
has accelerated,?? and proposals for very large differentials, such as the
1:10 of the Stakhanov period, have been voiced.®®

However, it is still difficult to reverse the trend of increasing egual-

izatien, and according to Rimashevakaia, the recent increase in equality is
largely a result of differences among branches and regionsg and of different
timetables for introducing wage reformg. Wage levelling between skilled and

less skilled groups of workers is still going on.81

13



Many economists agree that "today wage levelling has becowme one of the
chief breking mechanisms in our ecanomy."62 One contributing factor is the so-
called wyvodilovka {deductiveness}®3--the distribution of wages independently
of labor contribution as unearned bonuses or guaranteed wages. Often managers
distribute bonuses that amcunt to 45-50 percent of total income without regard
to labor results, in some cases to indemnify workers for mistakes committed by
managenent itself, in others for "humanitarian"®* reasons or to prevent work-
ers from leawving the enterprise‘85 Gorbachev has repeatedly stressed that
wage-levelling is "petit-bourgeois” and must be eliminated.®®

The traditional abhorrence to very big incomes is now under attack, and S.
Shatalin mentions the need to gvercome "fear of so-called excessive in-
comes,"®7 Qthers argue that there should be no upper limits to personal in-
COMESS {

We must not be afraid that some people may earn too much,
What is dimportant is this: that every ruble is genuinely
earned, and then it will have a direct effect on increasing
our national wealth and raising people's living standards.®®
Still another example of an outdated way of thinking is to
consider high earnings for certain categories of workers as
something immoral. Quite unwarranted. Yet high earnings are
the obverse of effective labor.®?

These views have the political support of Gorbachev:

Under socialism the question can only be posed like this: not
"much® or "little," but "earned” or "unearned,"’0

In the scademic community very few would dispute this. But an outstanding
exception is the socioleogist V.Z. HRogovin, who actually proposes a maximum
limit 0 permissible income and requires that there should be no ™Soviet
millionaires."’! He may have a large following among the general population,
as evidenced by many letters from readers printed and commented upon in the
press., ¢
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But high incomes should be "earned," and elite privileges which seemed to
proliferate in the later years of the Brezhnev period are increasingly at-
tacked.”3

An authoritative conclusion of the debate is Gorbachev's statement that:

To create a powerful system of motives and stimuli encouraging
all workers to fully reveal their capability, work fruitfully,
uge production resources most effectively--such is the re-
quirement of the times,
This is a difficult task, as "the tendency towards wage levelling has atub-
bornly continued to gain ground."74

The basic features of the wage reform approved on Septewmber 17, 1986,75
are general wage increases that, noftg bene, are to be financed by the enter-
prises themselves, higher shares of tariff wages in total wages, increasing
wage differentistion, and an improved relative position for gelected groups,
including managers and foremen, white-collar workers, highly educated groups,
and employees in the non-productive sphere. Wage and salary increases are
envisaged to become 20~-25 percent on average~-30-35 percent for engineering-~
technical staff, and up to 40-45% percent for management staff. The below
average groups will apparently be the blus-collar workers. Bonus ceilings
apply to brigades, but not to individuasl workers.’? Downward flexibility of
wages is made possible, and enterprise menagement will have more discretion in
determining individual wages and salaries. The reform thus reverses the main
trends of the Khrushchev and Brezhnev wage rounds.

As the debate on wages and income distribution is a debate on real income
and on sceial justice generally, many elements other than wage determination
are considered. These elements are prices, public consumption and transfer

payments, uwnemployment, and individual activity and unearned income.
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Prices

Increasing inequality and wage differentistion is supposed to improve the
incentive function of income, which presupposes that "[tihere must be & real-
igstic possibility of converting the income into goods and services one wants
and needs.”?7 At the 27th Party Congress, Gorbachev declared that:

Prices must be given greater flexibility, and their level must

be linked not only to outlays but also to the consumer proper-

ties of goods, the effectiveness of manufactured articles, and

the degree tc which the product in guestion meets the reguire-

ments of scciety and public demand. It is planned to make

wider use of ceiling (iimitnye) and contract prices.??
More recently, he said that "[wlithout reform of prices the economic reform
will not progress."’? An increasing number of economists are presenting propo-
sals for eliminating the heavy burden of subsidies for food and other gocds,
differentiating prices according to guality, introducing more payments for
housing, health services, and even for education, and closing the special
shops in enterprises*so This does not necessarily imply decentralized price
fixing which would devolve autcnomy to individual producers to set their
pricesﬁgl Nor does it imply anything like a perfect market where many pro-
ducers compete so that nobody has decisive influence upon prices and everybody
ig punished by bankruptcy if prices or costs are out of line with market
conditions. It is perfectly possible to reform prices to mitigate the most
flagrant imbalances between prices end costs, and between demand and supply,

without reforming the existing centralized price fixing system.

Various arguments are being advanced.

Socially Necessary Labor
According to orthodox theory, soccially necessary labor should determine

prices. Even if the labor theory of value does not generate optimal prices,

16



except in the gpecial case of linear production functions without substitution
and labor as the only scarce input, it does nevertheless imply some correspon-
dence between prices and costs. Some aythors mention this as an argument in
its own right for eliminating subsidies, but, more often, it is argued that &

socially necessary labor standard would contribute to reducing shortage.??

Reducing Shortage

Reducing shortage {(defitsit) of consumer goods is considered a necessity by
most authors,83 but it is slso warned that price incressegs might not be the
best way to achieve this because of adverse side effects.®* In particular,
less well-of'f groups of the population might suffer severely unless otherwise
compensated, and the general public might take offense, probably to a degree
provoking social unrest. It is even argued that higher prices may increase
WaAges !

Congequently, unfounded increases of wholesale prices entail
imbalances in the economy and increase demand beyond supply.®S

The necessity of reducing shortmges 1s, in turn, due to desirsble effects upon

inegquality and the incentive effects of income differentials.

Incentives
Incentive effects of income differentisle are a decisive element of the radi-
cal economic reform and a badly needed improvement according to the dominant
apiaion.8§ Elimination of subgidies might stimulate the efforts of enterprise
managers concerning production decisions,®? but they would especially stimu~
late the efforts of wage earners, because subsidies

...artificially limit the assortment of goods that can be

bought by earned income--that is, it reduces the motivation

for strenupus and effective labor. It dis difficult to ex-
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plain, for example, why a qualified and well paid worker has
the option of buying furniture, a refrigerator, a television
set, but has to wait years for being granted an apartment, %8

Reducing Time Wastage

Reducing time wastage and consumer inconvenience due to the unavailability of
goods at prevailing prices is mentioned as a further argument,gg but it does
not figure prominently in the debate, degpite the substantial amounts of time
involved in shopping and queuing, partly during working hours. In 13981, the
total time spent shopping and gueuing was estimated at 37 million hours a year
or roughly 190 hours per adult person, which is close to the amount of working

time lost per year per capita due to unemployment in a country like Denmark .99

Irrational Use of Goods
Irrational use of goods is mentlioned more often than wasted consumer time as a
conseguence of subsidized prices. Bread is widely used for feed or wasted;
meat can be used profitably to raise fur animals; and the housing stock is not
distributed efficiently.?! This is also an argument for more differentiated
prices-~that is, for different qualities of meat.

The most important argument against price increases is that they will

increase ineguality.

Inequality

The problem of price increases and inequality seems to be real dilemma, as
ineguality is exactly what constitutes incentives. Egual distribution, or
distribution according to queuing time, necessarily equalizes real incomes and

inhibits wage incentives.%?
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We should not provide an abundance of wvarious types of food,
if the majority population cannot afford them. But exactly
this ig inherent in the proposal of eliminating food shortages
by sharply reducing the group of people consuming them.... We
think that this method of overcoming shortages is unacceptable
in our society.??

Surprisingly, this kind of argument has been opposed by claims that removing
subsidies would not increase inequality, but rather have the opposite effect,
Of course, this is only possible if subsidized geoods are not distributed
equally, which is apparently the case, as indicated in two different ways fron
rather unclear expositions. First, certain subgidized goods, like holidays,
educations, theater performsnces and other cultural services, and housing
allegedly are disproportionately consumed by well-off people.®* Secondly,
other goods like meat, which is a recurrent example, are consumed by every-
hody, but they are available in very differing amounts in variocus regions,
Thus, relatively large amounts of meat are consumed in big cities like Moscow,
which are therefore further favored by meat subsidies. It is reported that:

...the average price paid of one kilogram of beef is approxi-

mately 50 percent higher for groups of the population receiv-

ing low totsl per capital income than for grouprs with higher

per capita income.%5

It i8 widely recommencded that the full price should be paid for any con-

sumption beyond a certain minimum level, especially with respect to housing.
But it ig salso pointed out that these measures should not reduce the real
income of any grcup.gé It is evident that price increases for necessities
{although not for many other articles) would creste severe difficulties for
poor groups of the population unless they were accompanied by sccial trans-
ferg. Many letters from readers in the press indicate that this is a major

concern of the public.97
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Consumption Priorities
It has been argued that subsidies are necessary in order to stimulate the
congumption of priority items like food and children's articles.?® Others

reject many types of subsidies and public consumption as misplaced tutelage.??

Social Good

It 18 & widespread view that, particularly with respect to food, "...relative-
ly low prices constitute a major social good," 0% egpecially when it is taken
into account that "...unfortunately, increasing retail prices and removing
subsidies does not in itself provide more meat or milk."'?! This kind of
ultimate argument against market-clearing vetail prices appesls to large

groups of the population, as described in sectionsg 7 and 8 below.

Public Consumption and Transfers

The debate on subsidized prices applies largely to goods distributed by the
government. to the population without charge. The public consumption fund also
includes transfer payments to non-productive citizens. The general view of
social consumption has changed. Gradually increasing the social consumption
fund is no longer considered a method of implementing full communism as in the
Khrushchev period, and the trend of public consumption growing faster than
wages should be reversed,10?

Transfer payments, however, are not likely to decrease, as provision for
non-productive citizens and the creation of egual opportunities for all are an
important part of social justice. O0ld-age pensions have been falling relative
to wages, and they are currently being increased., Student stipends and c¢hild

allowances, especially to low income families and single parents, are also
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planned to be improved,'®3

But free goods and services provided from the public consumption Fund with
the purpose of stimulating high priority consumption should be limited to a
certain minimum level, according to the prevailing view. This implies more
payment for a number of goods and services like housing, holidays, medical
service, and even education, according to some authors.!®?

Some of these goods and services--like housing and "holiday passports"--
are sctually distributed as income in kind by enterprises or associaticns, and
this wmakes a difference becsuse they become a form of collectively earned
income, Ensuing potential incentive effects are due to inequalities that may
appear unjust:

Quite often the outcome is this: the enterprise has fulfilled
the plan, but the association has not. The outcome seens
unfair--the results for which the worker ig personally res-
ponsible are good, but he is not entitled to a bonus.105
But generally this kind of inequality is accepted:
According to our view it is not at all indispensable that
identical work, for example, by two lathe operators in two
neighboring factories, is Identically resunerated. This
should depend upon actual outcome,10®
Given the current emphasis on incentives, particularly collective incentives,
and on enterprigse discretion with respect to the use of profitg, it secems

likely that this kind of inequality will be tolerated and encouraged, provided

the distributed income is "earned” and serves incentives purposes. ®7

Unemployment
Since 1930, unemployment has been officislly absent in the Soviet Union.
There has been no sgystem of unemployment relief; full ewmployment is a

constitutional gusrantee; and lsbor laws provide a high degree of job sec-
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urity.1%® Recently, the evaluation of this major aschievement of Soviet gocial-
ism has been subject to revision, and the possibility of unemployment has been
outspokenly considered, even recommended, f{or two main reasons: productivity

and incentive effects.

Full Employment vs. Productive Employment
Structural and technological chenges in the period 1986-2000 are likely to
reduce employment in material production by 13-20 percent {or 13-19 million
workers), according to Kostakov.'®? This might well cause temporary unemploy-
ment, but 1t is necessary il socialism is to creaste:

...not simply full employment of the population {a superseded

stage of extensive development), but socially and economically

effective, rational full employment.'1®
The current labor shortage is partly due to ineffective employment, such as
many mansgers' secretaries, and there is overemploywment for some groups,
particularly women, students, and pensioners.}?!l This was presumably what
Gorbachev was referring to when he said in his 1986 report to the Party Con-
gress that "[1i]f you lock into the matter more deeply, you may find that there
is no manpower shortage."'!? According to Derjabin, closing down the least
productive parts of enterprises, accounting for 1-3 percent of production,
would increase productivity by at least 3-8 percent "without reducing output
and in many cases with the effect of increasing output.™ 13 Surprisingly, this
means that parginal productivity is negative. Zaslavskaia reports that if
enterprises could use the given wage funds at their discretion regarding the
composition, workload, and payment of the labor force, 42 percent of enter-
prises estimated that part of the labor force (15-20 percent on average) would

be superflucus.!!’ For research institutes, a regular certification of the
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qualifications of research workers allegedly could increase monthly salaries

by 50~100 rubles.''5

Incentives
5till wore controversially, it is widely argued that some unemployment not
only contributes to structural changes, but alse improves workers' everyday
effort on the job, as
...the necessity of transferring to branches of production
where labor is scarce, and of poving to other areas and ci~
ties, will be faced primarily by workerg who are the least
valuable from the point of view of the work collective, who
are indifferent to work and output quality, and who take an
inactive part in social life, to say nothing of idlers, drunk=~
ards, roliing stones, and so on, Such a gituation will lead to
«.» stronger labor discipline and an increase in the guality
of work.l11®

More layoffs would increase efficiency and remedy slovenliness,'!? as it
would become the workers' own responsibility to f£ind a job.11® Saciety should
provide the right to work, but not to a particular job,''? and a worker should
have "...to wage a daily economic struggle to hold onto a job that suits his
abilities."!<?

There iz some diversity of opinion as to how compulsory labor placement
should be for laid-off workers and others. A system of unemployment relief
with an obligation to take up unskilled work was suggested in 1980, but it did
not receive wide attention except for a protest from a lawyer that it would
violate labor legislation as well as the Constitution.l!?! Kostskov warns
against administrative replacement of workers among regions.!?? But most
authors point to the need for a planned, centralized system of labor placement

{"planned reallocation”}!43 and a principle of "being obliged to work where

vou are sent, 124 Existing Soviet anti-paragite laws could be used to ensure
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that everybody takes up socially useful work and the militis could be informed
of refusals, as in El'tsin's campaign in Moscow in 1386.125

The meesures adopted so far include the right of enterprises to lay off
workers at two months notice in case of reorganization or liquidation. Work-
ers are given a severance pay corresponding to their average wage for no more
than three months.!2% A recent decree entitles enterprises to transfer workers
to another job at the same skill lavel without consent and to lay ofF workers
when they reach normal pension age.!?7

The question of unemployment is extremely sensitive and gteat political
caution is exerted. Gorbachev very guickly responded to Shmelev's suggestion
of deliberately increaging unemployment: "He apparently proposes, for example,

that there be unemploypent. That's not for ug, n128

Individual Activity and Unearned Income
The ongoing encouragement of individual and cooperative activity bears upon
the central elements of the distribution debate: incentives for stimulating
setivity, dincome differentianls, prices, and sccial jJjustice in the distinction
between earned and unearned income.

A November 1986 law!'<® broadened the scope for individual enterprise and
large incomes, with the aim of increasing output, particularly of services,
for consumption. According to Zaslavskaia, dincome in the private sector
should be higher than in social production because of the sconomic risks
invelved, but readers took exception to this in commenting letters.!3?

But the purpogse of the law is also to enforce stricter controls--and
taxation~-of existing activities, by means of the regquirement of certificates

of registration. Thus it may well be in line with the ongoing campaign
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againgt unearned incomes, including corruption, bonuses due to the manipu-

lation of reports, speculation, and excessive rents for private hiring. These

are the targets of two resclutions and one decree of May 1985, which apparent-

ly enjoy widespread public support.'3?! Gorbachev retains a clear distinction:
But, in curbing unearned income, we must not allow a shadow to

fall on those who receive additional earnings through honest
labor. 132

Perhaps even more important for consumer welfare is the developing cooper-
ative sgector, which was actively encouraged by Gorbachev at the 1986 Party
Congress. A far-reaching draft law published in March 1988 envisages no
limits to the size, income, and type of legal activity of cooperatives, and
allows for the issuing of shares.!33

An additional purpose--maybe even the main purpose--of expanding indivi~
dual and cooperative activity might be to create a ram for price policy that
could overcome massive popular resistance against incressed retail prices by
introducing themw through the back door. In any case, this was successfully
achieved, &8 cooperative restaurants and food distributors regularly seem to
charge prices that are 50~-100 percent above state shop prices for identical,
but largely unavailsble, goads. This practice has evoked severe public cri-
ticism, and the alleged greed of cooperatives, such as cocperatives of medical
doctors, might discredit the whole cooperative movement.!3* Gorbachev
has conceded to this criticism:

Clearly we need honest work initiative, but not of the sort
displayed by some cocoperatives which exploit shortage to the
degree of outright greed. I can tell that to this end, they
will be subject to progressive taxation. I think that would
be fair.!35

Until now, cooperative income has been taxed as state enterprise income, with

8 maximpum marginal fex rate of 13 percent., Private incowe below 3,000 rubles
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a year ig taxed as state income, but marginal tax rates increase for higher
incomes, up to 65 percent for income above 6,000 rubles.!3® Several authors
have suggested higher taxes,!37 but it is not at all clear whether this will
dampen public resentment, the target of which is not merely excessive coopera-

tive income, but also the excessive prices themselves,

Popular Conceptions
It has proved very difficult to obtain popular acceptance of the basgic ideas
of perestroike. In analyses of the causes of this, sn attempt is made to
distinguish among causes stemming from popular conceptions of reality and
those stemming from genuine political evaluations and attitudes. Both refer
basically to the population at large, but they are also reflected in the
debate among economists, who often address the general public for educational

purposas, particularly in newspaper articles.

Prices
Prices are subject to much confusion in the Soviet Union. First, it is still
considered an argument that prices should reflect "socially necesgsary
iabor."13% Second, the basic idea that demand is relative--a function of
prices-~is not accepted, nor is the distinction between shortages due to
excess demand at low prices and scarcity--shortfalls from some absolute stan-
dard of need.'??

Third, low prices are often considered to be evidence of consumer prosper-
ity, as "prices are low, s0 that everybody can afford to buy the goods.”
Western tourists might be tempted to draw the opposite conclusion, because

"there are no goods on the shelves.” Both fail to recognize that consumer
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prosperity is a question of the amount and quality of goods and services
available for consumption, regardless of the size of stocks and speed of
turnover in the shops.!*® Fourth, the pricing issue is inextricably inter~
twined with the tricky problem of distribution effects of subsidieg,'’!

Very few amention the decisive beneficial effects of wmarket-clearing
prices: reducticon of the enormous time wastage of consumers chasing goods, and
expansion of opportunities of choice.!*? There has been an experiment with
limited flexibility of prices for theater tickets,1&3 and prices paid by
foreigners have been increased, But truly market-clearing prices--say, 50
rubles for an opera ticket to the Bolshoi Theater--would surely offend the
Soviet public, despite evident welfare improvements for opera lovers who might
increase their opera attendance frequency f{rom zero to once every two, five,
or ten years {depending on preferences and income) and attend performances of
their own choice, This would surely outweigh possible capital losses suffered
by members of the public who are presently using their good comnections to

profit from the ervatic distribution of tickets.

Vages

It ig still generally accepted that remuneration according to the guantity and
complexity of labor is {1) possible, and (2} justifisble, despite the bizarre
results derived from this principle--e.g., that engine drivers and truck

drivers should receive higher wages if they drive modern, fast locomotives or

new truck models.l#4

Another widespread conclusion is the following:
Yes, I understand that our society cannot afford it yet for
everyone to dress well and fashionably. But that's not the
point. The point is that those who deserve them should re-
ceive the most benefits, and by that I mean the workers, who
deserve more than other people.l®S
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No possible contradiction between fairness and incentives effects is
recognized, and it is consistently argued that wages according to labor is the
hest incentive, 146 Thus, it is normally overlocked that a tiny possibility of
a big jackpot, earned not by hard labor but just by being smart or by sheer
luck, might be a very powerful incentive, especially for entrepreneurial
initiative, which is so important for the U(orbachev administration to en-

courage.it*7

The tremendous difficulty of finding tenable legitimizations for existing
income differentisls is ignored. Concerning arguments of equity, this dif-
ficulty amounts almost to impossibility, except maybe for cne argument which
is rejected so vehemently that it leaves the impression that there may eventu~
ally be something to it:

Justice makes people equal, but it doesn't arbitrarily put
them on the same level, By no means can it be reduced either
to people’'s natural generic oneness ("natural” equality) or to

an abfgract humanistic principle of the componality of every-
14
one,

Merchant Activities

Equally exegetic arguments imply that many activities, including merchant
activities-~providing goods at the relevant place and time at whatever price
the market will bear--are not considered productive, although they are evi-
dently badly needed.*?

Marx himself s not quite guiltless for this misinterpretation of the
concept of productive, or surplus value creating, labor,*3% although he could
not be blamed for the use of this concept from 3 positive theory of capitalism
in a normative theory of socialisms, This distinction has also perplezed

Soviet national accounting for decades--quite understandable in view of sub-
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tleties such as these:
A philosopher produces ideas, a poet poems, a clergyman ser-
mons, a professor compendia and so on. A criminal produces
crimeg.... The criminal produces not only crimes but also
criminal law, and with this also the professor who gives
lectures on criminal law and in addition to this the inevi-
table compendium.... This brings with it sugmentation of
national wealth, quite apart from the personal enjoyment which
«.. the manuscript of the compendium brings to its originator
himself.151
Of course, it is interesting, and even entertaining, to hear what Marx said in
the 1860s and Lenin in the 1920s, but as argumentation per se, it is "pseudo-

science," %% and it may not be cowmpatible with the spirit of glasnrost’.

The State
Another popular conception that seems to create difficulties for the pere-
stroila of "the human factor" is the rather independent role ascribed to the
socialist state by workers, who feel themselves entitled to certain guarantees
from the state without considering themselves part of it.'?3 At least this
Yalienation” is the target of the following complaint:

...in labor collectives 1is nourished a consumerist attitude

towards the state, which allegedly is "obliged" to provide a

certain level of wages independently of the amount and guality
of the labor contribution."3’

Popular Attitudes and Dilemmas
Apart from conceptions like these, there are a number of political attitudes

that are adverse to perestroika and constitute real dilenmas.

Equity and Justice
Equity and justice concerning wage and income differentials might well be
valued more than efficiency, and this could be contrary to incentive mecha-
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nisms. Remuneration according to labor contribution might be preferred to
remuneration according to final result, especially remuneration according to
collective final results, which seems to be contrary to widespread conceptions

of fairness.!®5

Security
Security concerning full employment and job rights is a deeply cherished
social achievementi, and any attempt to modify it is bound to create seriocus

distrust.156

Equality
Although wage differentials are considered equitable, egalitarian cultural
values are strong. The question, "is it shameful to earn much money?"'57 ig
often raised by economists and it is always confidently answered in the nega-
tive, which testifies to the fact that the answer is actually positive as far
as the general public is concerned.'%® Lisichkin admits that "...we still have
to learn earning money."!5? This might also be the rational explanation
of the popular resentment towards market~clearing retail prices:
Provided that people are not starving, half-empty shelves in
the shops are less annoying than flourishing stalls in what
happens to be called kolkhoz markets, where apparent abundance
is due to unduly higher prices. And, sgpart from this, it
should not be ignored that people here for decades have been
educated with the ideals of socialist justice.!®?

Attitudes like these do not make 1t a promising task to combat the "apathy" of

the population16l by means of material incentives.
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Morality

An instrumental attitude towards wages and prices is basically alien to the
Soviet mentality. Morality is always dinvolved, and more so than in other
cultural settings. Wage differentials could not be considered purely as an
incentive without regard to fairness, and a price offer is not neutral but
subject to a moral standard, even if evervbody is free to take it or leave it.
A high price at the keolkhosz market Is not a welfare-augmenting increase in the
range of options, but an insult. The distinct concepts of "unearned income,®
"{llegal income™ and "“spekulatsia,” and "market-clearing” derive their exis-
tence from these cultural values. Confusing problems may arise. Ig indivi-
dual enterprise appropriate for a communist, let alone a party official? The
angwer is yes, if he does not "become overly involved in individual enter-

pz‘ise M 162

Informality

The element of morality is of course related te the presence of political
power relations In economic activity. There is no tradition for founding
economnic activity on enforceable formal contracts. There is always the po-
tential for political discretion. This is reflected in the laws governing
economic activity, which have gso far been anything but precise:

Management of the enterprise is carried out primarily by
economic methods. ...

Charges for production assets are paid, as & rule, on the
bagis of a norm that ig the same for all enterprises,

The credit is provided, 1t is directed to a specific purpose,
it is granted for a specific time, it is to be repaid, and it
is in fact repaid.!5?

The Fact that the institution of private property is a precondition for an
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gconouy based on relishle contracts is often considered to be its ultimate

Justification.

Interest Groups

Although it is possible to identify prevailing popular attitudes, it 1s evi-
dent that opinions differ among groups. The main constituencies for reform
are the most skilled workers and highly educated professionals, who are likely
to improve their position, whereas older, less skilled workerg and privileged
officials would be threatened by perestrofka.l®h

An outspoken analysis of attitudes of various interest groups appeared in
the "Novosibirsk Report,” presumably by Tatiana Zaslavskaia:

Logically the group most interested in a transition to econo-
mic methods of management would be the leading officials of
"head" enterprises [associations] whoge authority is to be
much expanded, 88 well as the rank and file workers, engineers
and technicians who would be able to realize their talents
more fully under the new conditions, work more efficiently,
and earn higher wages.... In contrast, the more inert and less
skilled group of clder workers are afraid that they would have
to pay & high price {or somewhat broader rights snd higher
incomes in terms of more intensive labor and enhanced res-
ponsibility for the results of their work. This is not to the
liking of many of them, especially as the productive relations
that have been in effect for a number of decades have tended
to foster the kind of passive worker who sticks to the maxinm,
"Why should I care,” "It's no concern of mine™."65

The common qualities of the worker whose personality was
shaped under the recent five year plans arve a low labor par-
ticipation and production discipline, an indifferent attitude
to work, a poor guality of work and a poor appreciation of it
a2 a means of self-realization, sociel dnertia, a well-pro-
nounced consumer mentality and a low code of morality. One
could also mention such widespread activities as pilifering,
various shady deaiings at state expense, the development of
illicit business, "backhander" payments and official remunera-
tion irrespective of the results of work,16®

This analysis was elabeorated in considerable detail by Zasiavskaisz in her
contribution to the June 1988 volume, Inogo ne dano, edited by Iurii N. Afana-
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s'ev.!®7 She mentions some important brakes on the process of perestroika,

such as the enormous size and heterogeneity of the country, the public memory

of previous failures in attempts at economic reform, and the lack of economic

resources. Then she adds that:

The main difficulty, however, is presented by the fact that
restructuring of social relations takes place in a tangle of
vital interests of different people.... The final result of
the interaction of groups with different positions and dif-
ferent, even opposed, interests, is also bound to determine
the course of perestroika.l68

The attitudes of ten distinct social groups towards perestroika, ranging from

"initiators" to "reactionaries" over eight different categories, are discussed

in detail and summarized in a cross-tabulation.!®9

Progressive workers and kolkhozniki, especially the highly skilled
workers, are the driving force of perestroika, as initiators,
supporters, or allies {(because of their personal rather than political
interests).

Among the main group of workers and kolkhozniki, however, are also
found some observers, neutrals, and conservatives.

The group of workers with undeserved privileges is among the groups
most adversge to perestroika, including observers, conservatives, and
reactionaries.

This alsc applies to managers in trade and service who will have their
illegal income from corruption removed. They, therefore, endeavour to
compromise perestroika in the eyes of the working groups of the
population:

It is no coincidence that in many places, as witnessed by
the press, shop counters are continually empty despite the
availability of foodstuffs in wholesale warehouses.... This
sphere ... is among the most important strongholds for
conservatism and reaction in our country.!7°

Only groups engaged in organized crime are more opposed to perestroika
than corrupt managers.

The group of high-ranking officials in administration contains
supporters asg well as conservatives.

The scientific-technical "intelligentsia," including enterprise
managers, also includes supporters and conservatives.
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8. The intelligentsia educated in fields like the humanities and health
care is generally among the strongest initiators and supporters of
glasnost’, although there are also conservatives and reactionsaries for
ideclogical reasons.

9. Swall individual and cooperative entrepreneurs have an interest in
supporting perestroika, but "{rlapacious attitudes of some entre-
preneurs discredit the progressive process of revival and growth of
the cooperatives."!7?

10. With some exceptions, political and economic leaders are initiating
and supporting perestroika, but perscnal interests are frankly
assessed, in "...an endeavour to preserve and consolidate their
official position and power. "17°¢

Conclusions

Among five possible rationales for legitimizing wage differentials--remunera-
tion according to labor, incentive effects, compensation for disutility, gquid
pro quo in the political process, and Functional necessities--the first is
still the unguestioned basis of Soviet wage theory. It ig largely postulated
with reference to Marx and Lenin that this principle of remuneration according
to labor is compatible with necessary incentives for labor alloecation and
supply of effort,

However, the recent debate on wages and income distribution is evidence of
an ongeing change in established official doctrine and of a deliberate attempt
to cnange public opinion corrvespondingly. This is part of the general econo-
mic reform, which purports to revitalize the sconomy by transferring more
economic responsibility to lower level decisjion-making bodies.

The principle of payment according to lsbor is incressingly interpreted as
payment according to final results of labor, rather than according to con-
tributed guantity and quality of labor. This is further justified with refer-
ence to beneficial incentive effects. BEven the quid pro queo rationale appears

implicitly in recent descriptions of interest groups.
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This leamds to increasing wage and income inequality. Indeed, the detri~
mental effects of wage-levelling are continually exposed, with a few opposing
voices acting as targets for massive argument. Public subsidies and public
consumption are also under attack, and higher, market-clearing consumer prices
are considered to be a necessary prerequisite for improving incentives, des-
pite ensuing social problems and increasing inequality. Some would even argue
that higher prices tend to decrease inequality because low priced rations are
distributed very unequally among regiong. Unemployment is being cautiously
recommendsd as a means of improving incentives, and the traditional abhorrence
of very large incomes is partly disregarded in recent laws on individual and
cooperative economic activity.

These are major stumbling-blocks for public opindien, as stable prirces,
full employment, and eguality are highly cherished social goods. This pre-
sents a real dilemma between equity and efficiency, even if part of the public
aversion can be traced back to some popular wmisconceptions concerning the
functions of prices and wages, and the roles of trade, the state, and the
market,

Any observer of economic debates in any country will invariably encounter
what Lenin called "an incredible lot of nonsense,"*73 The Soviet Union is no
exception, despite its differences from democratic Western societies regarding
mechanisms and criteria of sgelecting contributions to the debate. The Gor-
bachey leadership is currently trying actively to change popular attitudes,
which 1is difficult because of the dimensions of the intended change and be-
cause ideclogical hens are likely to come back to roost after seventy years.
It is difficult to obtain popular ascceptance of view like this: "According to

Leninism, profit is a basic principle of economic accountability.”!7%
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Bconomists taking part in the debate are disputing, not only with each
other, but also with pubic opinicon, and it is planned to subject the entire
population to a nationwide basic course in economics.l7% But not everybody is
pleased by the sconomists:

The main preoblem is that doctors of economic science have
multiplied, while the country's economy has reached an im-
passe,

Ag for a1l those psychologists and economigts--they are quite
UNnNacassary. I think that the state would manage perfectly
well without them.176

The debate is becoming more explicit and therefore more informative and
interesting. But ideclogical clouds are still so low that the interesting

feature of the debate is not really what is said, but rather the fact that it

igs said at all.
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