cable and 19 percent applicable to an entire sector
of the economy.

The great variety of local economic circum-
stances assures that there will be no uniformity,

even in the spread of rituals. Innovations that are
in most instances ritualistic, may actually be effec-
tive in some cases. Thus, many mergers of enterpri-

ses into production associations were ritualistic,
but there undoubtedly do exist some real production
associations. Most automated management systems
(ASU) are of little use, but there are some systems
that are highly effective.

Finally, a number of organizational innovations
are turned into rituals by the self-seeking behaviors
of lower-level managers. Implementation of innova-
tions requires the managers to expend effort. Re-
wards for this effort are often not clear. The most
ample rewards are associated with the execution of
current production targets. Organizational innova-
tions may influence performance only indirectly and
with delays; their impact is also far from certain.
If punishment for not implementing an innovation is
easy to evade, a rational manager maximizing his
utility will try to avoid the effort required for
implementation.®® The same would happen if an
innovation threatened the manager’s power over his
subordinates.

The command "implement organizational innovation
X" requires enforcement: superiors checking what
their subordinates are doing, punishing those who do
not execute commands and rewarding those who do more
than they are told to do. But in practice, superiors
issue a large number of commands (plan targets),
ranked by importance, and devote more attention to
enforcement of the more important ones and less
attention to enforcement of the less important ones.
Enterprises frequently report their performance in
terms of output and get most of their rewards for
this.®® Other targets get less attention; punish-
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ments and rewards are smaller for less important plan
targets. This is reflected in the degree to which
different targets are met. If annual plans for
industrial production are usually fulfilled, annual
plans for technological innovation are executed only
by 80-90%."7 Organizational innovations probably
rank lower than technological innovations, with the
exception of the few on which the political leader-
ship has placed the greatest stress. Accordingly,
enforcement is not strict and possibilities for
evasion exist.

The results of our survey help us to appreciate
the role of enforcement in the implementation of
formal organizational innovations. Persistence and
pressure on the part of superiors was regarded by our
respondents as by far the most important factor in
the successful implementation of innovations, fol-
lowed by pressure from party organs. Together these
two factors comprised 57% of all the factors identi-
fied by respondents as being associated with success-—
ful implementation.

If we turn to the factors adversely affecting
the implementation of organizational innovations,
complexity of the innovation itself (which makes
enforcement hard) appeared to be most important. Bad
organization and territorial dispersion, which ac-
counted for 8 and 5 percent respectively of cases of
adverse influence, also had a negative impact on the
enforcement of reforms. Organizational innovations
often do not have easily observable components (ex-
cept for the ways in which papers are shuffled
about). Therefore it is easier to simulate their
implementation than to check on its progress.

This analysis suggests two other predictors of
the likelihood of an innovation turning into a
ritual. The more complex the innovation, the easier
it will be for lower ranking managers to fake its
implementation, and the harder it will be for the
upper echelons to ascertain whether it is actually
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being implemented. If current incentive arrange-
ments, even to an outside analyst, are "so complex as
to almost defy description,"®™® one may safely assume
that this makes following these arrangements
difficult and evading them easy.

The complexity of an organizational innovation
depends, among other things, on the number of differ-
ent actors involved and on the degree to which
sophisticated scientific tools are required. Thus,
the territorial agro-industrial complex is an example
of a very complicated arrangement because such dif-
ferent actors as collective farms, industrial enter-
prises, fertilizer supply units, units repairing
agricultural equipment, party organs, and ministries
are all involved. Consequently it has a large ritu-
alistic element.®% By contrast, the "team working
with one contract"” is a relatively simple innova-
tion.*®

Optimal planning is complex because of the
sophisticated method used. Dr. Alievskaya’s essay
shows that the ritualistic element predominates in
the implementation of this innovation. In our sur-
vey, the complexity of the innovation was regarded as
the single most significant adverse factor in the
implementation of organizational innovations (named
in almost a quarter of all cases). Simplicity ap-
pears to be a significant, but not the most critical,
factor in the successful implementation of organiza-
tional innovations.

Another predictor is labor intensity. The more
work (in terms of manhours and qualification) re-
quired to carry out an innovation, the more likely it
is to become ritualistic. The currently promoted
"certification of workplaces" requires that a census
of workplaces be conducted so as to determine the
volume of capital per worker, the quality of equip-
ment and technological processes used, and the organ-
izational and social characteristics of each work-
place, as well as the educational and professional
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levels of workers and their relationship to the
requirements of technology. Methods of labor organi-
zation, characteristics of brigades, and their inter-
action with other brigades and services are also to
be analyzed. This effort is crowned by deriving a
technological-economic-social-organizational evalu-
ation of each workplace.®! The results are to be
used to abolish excess workplaces. All this is to be
done by the enterprise white collar staff over and
above regular duties. In most cases, certification
of workplaces can be done in only pro forma fashion.

Ritualistic innovations impose additional costs
on the economy without bringing any economic bene-
fits, although payoffs in terms of propaganda and
political struggles may be considerable. The cost of
ritualistic innovation is the salary of the people
engaged in the implementation of an innovation and
the opportunity cost of managerial time and attention
diverted into simulating compliance with the new ways
of doing things. The cost imposed by the optimal
planning schemes is low, since only a few hundred, or
at most several thousand, people were involved in
developing and implementing them, and the managerial
time diverted to this purpose was negligible. On the
other hand, automated management systems, which are
mostly ritualistic, cost a great deal. Hundreds of
thousands of people and thousands of computers were
involved in developing and implementing the systems.
Large numbers of managers of all ranks were involved
in implementation, diverting their time from real
problems. The cost of this innovation must have been
staggering. Ritualistic innovations also breed cyni-
cism, sceptical attitudes toward all innovations, and
corruption by involving people in continuous decep-
tion.
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3. Informal Organizational Innovations

The process of informal organizational innova-
tion is, appropriately, less structured and of a
trial-and-error, natural selection nature common to
so many processes of change in different societies.
We therefore focus here not on the process, but on
the substance of some strategic innovations.

3.1 Major problems of the Soviet economy

We will focus our discussion on informal innova-
tions that provide a response to the most critical
problems of the Soviet economy: supply and disci-
pline.

Supply and (indirectly) discipline were identi-
fied as the chief problems in a survey of 241 enter-
prise directors conducted by Karagedov (1970). Our
analysis of Soviet newspapers, which reflect the
opinions of central managers and the political elite,
confirms these results. OQOut of 22 organizational
flaws identified by our content analysis, 16% of
complaints related to supply problems, and 37% to low
work ethics.

In our own survey, in which there were no
prompts, specific problem areas (supply, labor) were
mixed with responses relating to general ways of sol-
ving problems (e.g., giving more autonomy to the
enterprises). If one controls for the latter type of
response, supply clearly emerges as the main per-
ceived problem of the economy. The supply system
also ranked second, after complexity, as the factor
most adversely affecting the implementation of
organizational innovations. Asked to suggest
improvements for the Soviet economy that would take
into account actual conditions, 20 respondents made
general suggestions such as better planning, control
or organization at work; 16 suggested giving more
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autonomy to the heads of economic units; and 15
advocated improving the supply system. Asked to
suggest improvements in the Soviet economy based on
their American experiences, the largest group (14
answers) suggested giving more independence to the
enterprises, while the second largest group (10
answers) suggested improving supply.

Supply is also perceived as the gravest economic
problem by both workers®® and central managers.®= As
for evidence on the perception of labor discipline
problem, it is worth recalling that Andropov made the
campaign for the improvement of labor discipline the
main thrust of his economic strategy. By all ac-
counts, this struggle for discipline was generally
supported by the Soviet people. After a lull during
Chernenko’s tenure, the discipline campaign has been
vigorously renewed by Gorbachev.®*

3.2 Informal responses to supply problems

The two main responses made to supply problems
are trade (mostly barter) among the enterprises, and
the establishment of in-house production of inputs,
or autarkization. Every time an enterprise director
conducts trade with his colleague at another plant or
sets up his own production facility for an input pre-
viously obtained from an outside supplier, a new
feature is added to the organization of the economy.

Both responses are based on fundamental economic
mechanisms, distinct from the formal allocation of
supplies by command. Trade among the enterprises is
nothing else but a market working within the plan.
This market operates chiefly on the errors in planned
allocation, reallocating inputs from those who have
but do not need to those who do not have but need.
This market-born-out-of-plan has attracted the grea-
test attention from Western researchers;®*® and it is
seen as generally beneficial to the economy.®®
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Autarkization represents an organizational re-
action to the supply problem which is the polar oppo-
site of exchange among the enterprises. It also runs
counter to economic efficiency, which probably ac-
counts for the fact that it has received less atten-
tion from Western economists than exchange among the
enterprises. Since at least Adam Smith, economic
theory has held, and rightly so, that increased pro-
ductivity is achieved through greater division of
labor. Specialization helps develop higher levels of
skill among workers, is conducive to mechanization,
and allows economies of scale to be realized in each
operation. Autarkization is treated as damaging to
economic efficiency. Among the most striking exam-
ples of the ills of autarkization on the sub-national
level was Mao’s policy of regional self-reliance.*®?

Therefore, according to conventional economic
wisdom, autarkization of the enterprises and minis-
tries in the USSR would appear to be as bad for
efficiency as protectionist policies on the part of a
nationalistic government. If one is to resort to
historical analogies, the emergence of self-suffi-
cient feudal estates in place of the "world-wide"
division of labor after the fall of the Roman empire
comes to mind.

Increasing specialization requires the coordin-
ation of more economic actors.®® Division of labor
is good for the economy only if the benefits of
specialization outweigh the costs of coordination
(and, of course, transport costs). Therefore, one
may expect that an economy in which coordination
costs are greater than those which occur in Western
market systems should also exhibit lower overall
degrees of specialization. Research on the central-
ized supply system supports the view that costs of
coordination in the Soviet economy are higher respec-
tively than those in developed market economies.

This alone would argue for a lower degree of special-
ization in the USSR, as compared to Western stan-
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dards. In the USSR, only a few percent of metal-
working products are produced in specialized plants,
against 50-70% in the US.®® Almost all (90-95%) of
the components going into aircraft are produced with-
in the Ministry of Aviation Industry; the number of
plants contributing to the manufacture of a plane is
considerably smaller than for a comparable plane in
the US.?°®

This lower degree of specialization is rational:
it takes into account actual existing costs, rather
than abstract economic principles. A higher degree
of specialization under the given conditions would
actually be harmful to the Soviet economy: losses
from poor coordination would outweigh the productiv-
ity gains from greater division of labor. As coor-
dination of enterprises becomes more difficult, the
degree of autarkization must increase. On the other
hand, as the final product requires progressively
more complicated component elements, in-house produc-
tion is made less technically feasible.

Since coordination within a ministry is easier
than between ministries, there is a tendency to pre-
fer suppliers from one’s own ministry, even when
these are geographically remote, over local "alien"
suppliers. Thus, standard prefabricated concrete
parts are shipped across the country from the con-
crete factory of a ministry to its construction
project, defying all notions of rational supply.??
Yet even within a ministry, there are enough problems
in securing supplies to prompt enterprises to resort
to in-house production.

Local units of the Ministry of Installation and
Special Construction (Minmontazhspetsstroi) each have
their own auxiliary metalworking shops.”® Fifty-
seven percent of the equipment in these shops is
standard issue. The rate of utilization of the
equipment in each shop is very low (15-20%). Crea-
ting a specialized shop that would serve the needs of
all the units of the construction ministry in a given
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region would raise the rate of equipment utilization
and exploit economies of scale. But this is out-
weighed by the losses in the main activity of the
units concerned (construction) due to the unrelia-
bility of supplies, delays, and inability to get the
exact types of inputs needed.

In-house producton of inputs necessary for the
main production line is the most important form of
autarky. Soviet machine-building enterprises neglect
production of spare parts for the machines they
produce, so that a substantial part of this task
falls upon the users of the machines. Metalworking
products are produced internally because of their
great variety and difficulties in obtaining desired
types and sizes from suppliers.

Autarky is not restricted to relatively simple
goods; producing machine tools for in-house use is
not infrequent. This has given rise to the so-called
"third machine-building sector": the machine-building
shops in non-machine-building plants.”® This sector
consists of mechanical and repair shops, expanded to
produce equipment. In 1980, these shops produced 44%
of the total stock of machine tools in the econony,
up from its 1962 share of 41.4%.7* Autarkization is
observed both in very large modern enterprises and in
small, obsolete ones in all sectors. In the highly
visible Volga car plant, in-house output of machine
tools (including robots) has reached a value of 40
million rubles per year, and is expected to double
soon. These machine tools are not only manufactured,
but also designed, in-house. The difference between
this and the activities of some American automobile
companies which produce their own machine tools is
that the latter build these tools mostly out of parts
produced by specialized subcontractors. The Volga
car plant, in contrast, has to make most standard
parts, such as castings and integrated circuits,
in-house.”® The same process goes on in much less
glamorous enterprises. The satirical magazine
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Krokodil (Crocodile) described a shoe factory in
Vinnitsa which could be mistaken for a machine-build-
ing plant (it builds machines for its own use), for a
chemical plant (it produces glue), or for many other
kinds of enterprises.?®

Services such as repair, construction and
transportation constitute another area of autarki-
zation. Repair is almost exclusively done in-house;
Soviet manufacturers are notorious for not servicing
their products after their sale.

The trucking industry is a case in point. The
Ministry of Installation and Special Construction is
in charge of installing production equipment and
constructing complex and non-standard projects.?7?

Its basic production units (the fifth level of the
hierarchy, counting from the top) are districts
(uchastki). In each important industrial region,
there will be many such units belonging to the
ministry’s various main administrations. Yet each
unit will create a full set of auxiliary production
shops for its own use, and will not share these with
other units.”® About thirty units of the ministry in
the Kuibyshev region had 1,200 cars and trucks among
them, in fleets ranging from 5 to 120 trucks. A plan
for rationalizing the structure of the sector
included merging the small trucking services of the
different units of the ministry into one well-equip-
ped regional trucking enterprise that would serve the
needs of all the units of the ministry in a given
area (notice that the expanded use of the trucking
services of outside organizations was not even con-
templated). This plan met with fierce resistance
from the construction enterprises and ultimately
failed. The author of the essay argued that the
managers who sabotaged the "rationalization" scheme
were acting in the best interests of their enter-
prises and the economy. A centralized trucking unit
would have served their needs much less reliably than
their own small trucking fleets.
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