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Although it's experiencing a great many seemingly intractable problems, the economy of the Soviet Union has great potential. The same is true about the labor potential of this country. With a population of nearly 300 million, the Soviet Union possesses a labor force composed of highly educated and well-trained technicians and managers; however, much of this potential is underutilized. The current state of the labor force is complex and uncertain, reflecting the general uncertainty in the Soviet economy. Even now there are many elements of the old centralized economic system of management and outdated bureaucratic planning bodies still in charge of development, distribution, and administration of the labor force.

The labor force of the Soviet Union is still regulated to a large degree by the state, which spends an enormous part of its GNP in maintaining and financing its social services programs. Health care, education, recreation facilities, and rent are unusually low - in most cases even free of charge - due to state subsidies. Yet, at the same time. this means that only a very small portion of Soviet GNP is distributed among the population in the form of salaries.

The State Committee for Planning - Gosplan - still continues to control the distribution of even the smallest part of the Soviet GNP, and this control is very rigid. While the average level of a worker's salary is relatively low compared to other industrialized nations, and the differential between wages at the high and low ends of the income range is insignificant, this gap nevertheless undermines the incentive of Soviet people to work.

A major theoretical assumption of the Soviet command economy - at least during its inception - is that total state regulation would eliminate all the vicissitudes, including economic downturns and unemployment, associated with a capitalist economy. In practice, however, total state regulation has produced more serious problems throughout the entire economic system, resulting in situations where highly educated personnel are usually paid less than unskilled workers.

Though much has been said about the Soviet Union's " centrally planned economy," in actuality there is no plan to the economy at all. Usually all production processes in the majority of Soviet enterprises start and stop as a consequence of constant shortages of, and flaws in, raw materials, spare parts, production specifications, and so on. As a result of poor planning, directors of Soviet enterprises usually try to retain extra personnel as a reserve labor force, commonly referred to as "shadow" or " hidden unemployment." 

Recent changes in the Soviet economy modified the development and usage of its labor potential. From 1985 to 1990, the state delegated some power to industrial enterprises and set even lower economic targets to encourage them to operate more efficiently. The government tried to inculcate in enterprise managers notions of "workplace democracy" and introduced workplace elections for the plants' boards of directors. The state regulation of wage rates and salary distribution was weakened; it became more flexible, and used more meaningful criteria. An enormous number of cooperatives, which are semi-private ventures and virtually free of state control compared with state enterprises, have multiplied because of recent changes in the law. To encourage a more effective use of labor potential, the state introduced the so-called labor resource fare system. According to this system, enterprises would pay a significant tax for every additional employee hired. The fare (or tax) is then placed in the municipal budget. Enterprises also have to pay an additional fare to universities for every graduate student they hire. In general, all these recent reforms were indecisive and did not, to a large degree, affect the proper utilization of the country's labor force.

From 1989 to 1991, all of these problems within the labor force were magnified by severe shortages of all essential items in the stores, leading to much speculation about the imminent collapse of the Soviet economy. These changes eventually undermined not only the value of the ruble, but as well the willingness of the Soviet people to work hard at all. Even more, the economic situation is greatly affected by the changing political events in the Soviet Union during the last several years. The political process has become the most important factor influencing the Soviet economy today. To be sure, the economy mirrors the uncertainty of Soviet politics as lines of authority in both realms are in a constant state of flux. It is also important to take into consideration the attitude of Soviet workers. Having lived under its slogans and edicts for so many years, Soviet workers have little trust anymore in the Communist government and its economy theory, as recent demonstrations by Soviet coal miners and workers in Minsk suggest. In general, they are not afraid of capitalism but of the difficult and painful transitional period of creating a free-market economy. That is why Shatalin's "500 Day" Plan, even if implemented, would have eventually failed - because the Soviet people are not prepared for large-scale privatization of their economy, at least not the degree to which the "500 Days" Plan called for.

Needless to say, all of the problems affecting the Soviet labor force today are closely connected with the general state of the Soviet economy, politics, and Soviet society as a whole. Problems in one area cannot be solved without paying attention to the others. The most urgent problems demand solutions which will: decrease political tensions and mitigate nationality problems in the USSR; continue to decrease state control over the economy; curb inflation: heal the financial system and restore confidence in the ruble among the Soviet people; make the ruble convertible to enhance international trade; eliminate state determination of salary and wage differentials; eliminate restrictions on movements of the labor force, and redistribute its potential among different geographical regions and branches of the Soviet economy; encourage the development of private enterprises and give them a guarantee of some stability regarding their economic future; and remove restrictions in business activity and foreign investment with Western firms.

These measures should help in overcoming the grave and difficult crisis in the Soviet economy and give a greater momentum to a more effective usage of Soviet labor potential under new conditions created by a consensus among the Soviet leadership to reform and move towards the creation of a free-market economy.
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