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Key Judgments
Information avalleble
as of 2 Apeil 1987

was used in this report,

The Soviet Crackdown
oa Quality: An Old Tradition
With a New Twist /

In keeping with General Secrctary Gorbachev's plans for a dramatic
improvemeat in product quality during the 12th Five-Year Plan (1986-90),
the Soviets formally instituted an ambitious quality control system in
sclected sectors of industry on 1 January 1987. The program encompasses
1,500 industrial enterprises that produce a wide range of important
investment and consumer goods. We estimate that roughly 15 percent of all
industria! output and nearly onc-third of the production of the critica!
machine-building sector are subject to it. A

The new system—known as State Acceptance (Gospriyemkaj—ostensibly
acts on behalf of the buyer by ensuring that products meet quality
standards. Soviet legislation establishes permaneant and independent staffs
of state inspectors at individual plants. The inspectors have the right to
inspect products at any stage of the production process and arc the final ar-
biters on matters of quality. This system is similar to—and may have been
modeled after—the program used by the military for many years to ensure
the quality of defense goods

Although the new system has been in cffect for only & few months,
) 3 Statc Acocptance has alrcady

ca Sovict industry. According to the Soviet press, strict control by State
Acceptance workers was & significant reason for the poor industrial output
figures—particularly in machinery production—during January and Feb-
ruary. Many plants were unable to fulfill plan targets becauss State
Acceptance workers rejected aa average of 10 to 20 percent of the products
inspected. As a result, industrial output was almost the same as in January
and February of last year, while production in the machine-building sector
fell nearly ® percent below the 1986 level for thoes two months. [n key
product categories—such as machine tools, computers, and agricultural
machinery—production was cven further below last year's levels.

The effects of the drop in output were at least twofold. First. many plant
directors and workers did not receive their usual bonus payments for
mecting the plan. Total monthly incomes were reduced by as much as one-
third. Workers also had to work overtime without remuneration in order to
correct deficiencies in many products. Second, supply balances within the
cconomy were threatened. In a tautly planned system in which supply links
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are centrally determined, a disruption anywhere in the chain—particularly
in the delivery of raw and intermediate goods—threatens production in all
quarters. )

Thesc cflects may not have been entirely unexpected. The leadership may
have intended Gospriyemka 1o be another measure to discipline the
industrial work force. In a major speech on quality control during mid-
November of last year, Gorbachev admonished industrial workers that
those who produce “garbage™ should not be rewarded. Nevertheless, the
severily of the quality problems may have come as a surprise o the Soviets.
Gorbachev recently stated that the problems affiizting Soviet society “are
more decply rooted than . . . first thought.”

How Gorbachev responds to these developments will depend on the impact
of the quality control measures. A rebound by midyear in the output of the
sectors covered by State Acceptance without a relaxation of standards
would be an important step forward in reducing shoddy workmanship and
raising the competitiveness of Soviet products—a clear success for Moscow
that would argue for the program’s rapid expansion throughout industry.
The rough start in January and the slow and uncertain improvement in
February, however, suggest that industry—especially the machinery sec-
tor—will be hard pressed to simultaneously meet tough quality standards
and ambitious production targets

In the more likely event that inspection continues to disrupt production to
an upacceptable degree, Moscow will be faced with difficult choices:

* Retrear. Industry’s poor showing carly this year threatens 1987 plan
targets, whicli in turn could challenge the overall goals of Gorbachev's
economic program. Moscow may choose to cut losses by relaxing
standards and allowing more shoddy goods to pass inspection.

* Expansion. Gorbachev may be unwilling to accept any delays in his
ambitious modernization timetable. As an assertive reformer willing to
incur risks, he could capitalize on the current leadership support for more
rigorous quality control and rapidly expand the system to a broader
swath of the economy. ’




* Consolida:iion. Considering the swecping impact of the new program, the
leadership may pause to evaluate its impact on industry and the economy
as a wholc. Although Moscow could leave the coverage of the program
basically unchanged, it may move to shore up weak spots in the program
and consolidate gains in quality. )

We believe consolidation is the most likely course for the remainder of
1987. Given the crucial position of improved quality and technological
advance in his game plan, Gorbachev wouid be unlikely to admit failure
and rescind or substantially relax the new program. On the other hand, the
rapid expansion of a highly disruptive system could quickly generate labor
unrest, furthér strain the supply balance of the economy, and erode the
strong leadership support Gorbachev seems 1o enjov. especially if it
contributes to resistance to his programs across the board

Holding steady would incur little risk of severely undercutting the thrust of
Gorbachev's reform package and probably would not lead to major
economic disruptions. Moscow could use the remainder of the year to
selectively extend State Acceptance to cover more of the suppliers of plants
already under the system. Such additional coverage would help ease the
“quality™ burden on plants currently receiving shoddy materials. Neverthe-
less, even such a limited consolidation of gains risks disrupting the supply
system, particularly if industry—with its cushion of large inventories
diminished—begins to suffer shortfalls directly attributable to State
Acceptance.

Over the long haul, Gospriyemka-—desite its role as a surrogate market
force  can uniy approximats the needs and preferences of the consumers
and is only the first step in what promises to be an uphill battle against
poor quality. Even if successfully expanded throughout industry, the new
system can only ensuze that products mect some acceptable level of quality.
Morcover, as currently designed, it cannot tackle the issuc of advancing
technology to Western leveis—a major factor in generating long-term
economic growth :

There are signs that the leadership recognizes the need for a long-term
solution that addresses the deeply rooted causes for low-quality output.
Such a solution would require a different set of economic incentives, which

3




in turn would require the introduction of market elements into the system,
steps that would be much morc politically difficult for Gorbachev to
undertake. If the regime is to be successful in achieving “fundamental
change™ in the quality of output, it will have to build a political consensus
in support of measures that overturn the usual working arrangements of
the economy.

N
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The Soviet Crackdown
on Quality: An Old Teadition
With & New Twist ¢

Backgrooad * Centralized oversight. The State Commitiee of the
USSR on Siandards (Gosstandart) is charged with
oversight of the development by the industrial mia-

istries of national standards and with monitoring

The state of affairs in the entire national economy
will depend on how things will proceed with raising

the quality of output. compliance with them.
Mikhail Gorbachev « Plaat inspections. Each Sovict caterprise has its
135 November 1936

own Department of Technicat Contio! (OTK;. Ac-

cording to Soviet law, the chicf of the OTK has the

Since his rise to power in March 1985, General same rank as the enlerprise director, and the actions

Secretary Gorbachev has devoted unprecedented at- of the former's stafl arc intended to be outside the

tention tu the need to raisc the technological level and,  latter's control or influence. Ostensibly, the OTK

improve the quality of Suviet industrial output. He has the right to inspect and test goeds at each step

envisions the Saviet Union becoming vastly more of the production process and to test the final

competitive and is oversecing steps toward this goal: product to ensure compliance with all the relevant
standards (or performance and rcliability.

e During the 12th Five-Year Plan (1986-90), Gorba-
chev plans to treble the number of Sovict products
that mect “world standards™ in terms of quality.
reliability, and competitivencss. By the end of the
century, he expects Soviet technologies and geods to
cnual the best in the world.

Economic incentives and national campaigns.
“Carrot-and-stick™ mcasures are designed to spur
industrial managers to increase quality. First, indus-
trial organizations arc allowed to increase prices on
goods awarded the State Seal of Quality (Znak
Kachestva) for exceeding the standards, thereby
increasing the valuc of output produced by the plant
and the profit received. At the same time, prices are
reduced and profits lost on goods that are below
standard. Second, the Sovicts have launched numer-
ous national campaigns to tighten up the application
and efficiency of quality control at enterprises.

« On 1 January 1987, the Soviets instituted a strin-
gent quality control system for industry.

Since the 1920s the Saviets have tried various mea-
sures to improve quality control of their manufactured
goods (sec figure 2). By the mid-1960s, the USSR’s
quality control system had basically assumed its
current form, which relies on:

Since the mid-1960s, the Sovicts have tinkered with

* A sea of standards. Qualily is measured in terms of  the quality control system. In the 10th Five-Year Plan

compliance with four types of standards: national,
branch (ministerial), republic, and eaterprise. Since
1926, the Sovicts have compiled thousands of na-
tional standards (GOSTs), which—alithough not the
most numerous or specific—are the most important
for an enterprise to observe (s¢e figure ). These

" GOSTs give specific instructions on when and how
to accomplish cach stage of production.

(1976-80), Gosstandart introduced a “‘coinprehensive
standardization program,” which included custoiners
in the development of standards for the producing
branches of industry. The Sovicts also introduced the
“comprehensive product quality control system,”




Figare 2
Evolution of Soviet Quality Control, 1925-86
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latroduction of First All-Union Standard (OST-1)

Alh-Union Standardization Comamittze of the Council of
Labor and Dekeasc

All-Unioca Committey: abolished
People’s Commissarial msumed dulics

All-Union Committee recstadlished

Renamed Gostetaiks

», dC - on Stand.

L} d C ittee for Standardt, Measures, and
Mcasuring instruments of the Coundit of Ministers

Iatroduction of Uk team Stale Standard (GOST)
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Crestion of Perm Commisvion for Standard! of
the Ceundil of Mutus Excnomls Asslstaace
laitisted Unified Design and Technical Document Systems
(ESKD z0d ESTD)

£ P ive for Industeisl Production”

{roduction of the State Scal of Quality (Zsak Kechesrva)

latroduction of State System of Slandacdization (JSS)
Creatioa of GOST 1 ~ the fint standacrd oq standards

Creation of the State Commitiee of Stundards of the
USSR Councit of Ministers

Work begun on Umilied Systern of Technological R
Prepanatioa (ESTPF)

ESKD iatroduced
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1 ductioc of Comprebeasive System for the
Manufacture of Quatity Products (KS UXP)
ESTD introduced

Renemed State Committee of USSR on Standards

Decree “On Steengthening Attestalion”
Becrec “On Technical Coatrol®
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Decrce “On Accelerating Sacstific-1echnicat Frogress™

Decree “On the Type of Administration of the Techoical
Coatrol of Industrial Enterpeises®

Decree “On improving Planaing and Strengthening (he
Effect of the Economic Mechanism oa Raising Product
Eff:cicocy and Work Quality” .

Decree “On Measures o Accelerate Scieatific sod
Technical Progress ia the Natioaa! Ecooumy”

Quality categories reduced from three o two

Gasstendart loses its {eaditg rolc in sctting machincry
dards 10 hine-building insts

i #E 1

Decroe "On Messures foc Radically lacreasiog the
Quality of Pmducts™

Sutute “Governing the State Acceptance of Output
at Associstions and Enterprises”




Figure 3
Estimated Number of Soviet National
Standards, 1932-86
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which applics “critical path™ planning to all elements
of the production process. The results of this system

were widsly heralded, and it was broadened to include

regional or association standards and gradually ex-

panded throughout industry to encompass over 30,000

industriz] enterpriscs.

In 1984 the numiber of quality categories was reduced
from three to two, with thosc in the top category—
world and best Soviet levels—recciving the Znak
Kachestva and a premium 1o their price, with prices
of the remaining goods being reduced. In 1985 Gos-
standart created state testing centers to test more
than 6,000 of the “‘most progressive™ types of equip-
ment. In 1986 Moscow enterpriscs were cxperiment-
ing with the “Quality" program, a variant of the

quality circle used in Japanese and US plants in
which cach worker certifies the quality of his work
with his own stamp

Despite these concerted cfforts, Soviet manufactured
goods have continued to be characterized by poor
quality and reliability. Although many factors—such
28 poor worker training, the low quality of raw
materisls aad machinery, and lax labor discipline—
contribute to this problem, the four main problems
have beea:

* Emphasis on quantitative plan fulfillment. Ministe-
rial and enterprise performance in mecting the plan
targets for total value of output has been the
primary influcnce on managerial careers and the
size of the organizational incentive (unds. fndecd.
onc plant director recently commented that “direc- .
tors were removed from their posts because of the
{ack of quantity; for the lack of quality, they were
merely scolded.” Boauses awarded to members of a
plant’s OTK also have depended oo overall enter-
prisc plan fulfillment, cast in quantitative, not qual-

{tative terms.

Lack of competition. Enterprise achicvement of
better quality than other firms has not been a
driving factor in the Soviet Union. Wholesale trade
organs—which purchasc and then distribute goods
to the customer-—gencrally acoept all output of &
plant regardless of quality. In the words of a Soviet
cconomist, “If a customer was dissatisfied with the
quality he could go to hell.™

Reliance on standardization as a surrogaie for
quality. Standards alone do not translate into quali-
ty. They may be lenient, obsolete, or concerned with
insignificant technical specifications. Further, the
virtual absence of compctitive pressures gives the
industrial ministry—responsible for both suzgesting
and enforcing standards—little or no incentive to
meet, much less to improve, standards.




* Incflective quality oversight. Although Gosstan-
dart's 400 state and regional “laboratories of state
inspection™ have conducted thousands of spot in-
spections annually, the ad hoc nature of such control
severely limited itc sffectiveness. For example, &
foreman at a furniture plant commented in the
Soviet press recently that plants “find out in good
time about checks . . . {and] always manage to
preparc a suitable consignment of (umiture for
them with no rejects.™ *

GM'IMASIWRCO-«

1 am, of course, nowhere near believing naively that
tomorrow or the day after tomorrow the whole 100
percent of engineering output being made will be in
accordance with world levels. Afier all, 10 achieve
that a lot of things have to be changed . . . improve-
menis have started, chaages for the better are taking
place in this matter, but not on the scale we need.

Mikhail Gorbachev
15 November 1985

Gorbachev's initiatives are, ina scnse, in keeping with
Sovict traditions—exhortations to achieve higher

" quality and “tinkering" with the system. But his
are morc ambitious, and his pursuit of them more
vigorous] than those of his predecessors. Morcover,
although his latest tinkering is still a centrally
directed administrative measure, it attempts to com-
pensate for a lack of market forces by introducing a
surrogate for the consumer

There are two clemeats to his quality improvement

program:

* Tocnsure that goods already in production meet the
quality standards cstablished for them.

* To accelerate the introduction of new, higher quali-
ty products and remove obeolete products from the
market.

Altbough both clements are important to raising the

cverall level of product quality, Gorbachev has chosen

to focus firét on plant-level qQuality control, which
offers the potential of making large eains more quick-
ly and at relatively lower cost.

The Introduction of “State Acceptance™
Geariag Up for Quality

In October 1985, the Soviet leadership authorized an
experiment in quality control—which the Soviets
termed Gosprivemka (State Acceptance)—at 19 of

_tbe country's enterprises. Circumstantial evidence

suggests the experimental system was modeled after
the one used by the oaly consumer in the Soviet Union
with an eflective quality control mechanism—the
military (sce insct). The experiment’s novel and cen-
tral feature was the introduction of on-site quality
ceatrol at plants by representatives of Gosstandart.
Representatives inspected esch product, or 2 sample
of the output, 10 see if it met state standards and
gencral acsthetic measures of quality. The inspectors
were authorized to remand substandard goods to the
eaterprise and to deny their inclusion in the firm's
monthly output totals. ¢

The results of the experiment were cevealing and—
according to reviews in the Soviet press—cncourag-
ing. In a recent interview, Gosstandart officials de-
clared that not a single unit of output passed the first
inspection at thiese enterprises in early 1986 but that,
by December, 60 to 90 perceat of the products passed
without a defect. Gorbachev hailed the new system
for shaking up the plants and “forcing them to shape
an atmosphere in which it was clear to everyone that
defective goods would not get through.”

The success of these early trials led the Central
Committee, in May 1986, to pass a resolution and a
decree that formally instituted the practice of state
acceptance and encouraged the “radic! improvement
of product quality.” The resolution asscrted that the
task of improving quality is the most important task
during the 12th Five-Year Plan.

Creatiog a National Orersight Body

Shortly after the May decree was relcased in the press
on 2 July, Gasstandarr announced that it bad created
2 “Main Directorate for State Acceptance.” The
designation main may set the directorate and its




Gospriyemka: Emulating Military Quality Coatrol?

The military representative system guaraniees a sian-
dard of quality and enforces contract fulfillment.s
Unlike the quality control inspectors in the civilian
sector before Gospriyemka, milltary representatives
are siationed full-time at a plant and monitor the
entire acquisition process, from oversight of basic
research at instituies of the Acad:my of Sciences to
acceptance of finished items at the production plant.
All production for ske military is first approved by
the inspectors of the plant’s OTK. In most cases,
military representatives then check for adherence to
technical standards and conduct performance testing.

In many wcys, Gospriysmka emulates the miilitary
system. Georgly Kolmogorov—director of Gosstan-
dart since 1984—and Viadimir Boitsov—his prede-
cessor—were (ransferred from the dfense-industrial
sector to head that organization. Both systems em-
ploy 25,000 1o 30,000 inspectors and technicians. Yet,
significant differences exist:

* Unlike Gospriyemka inspectors, military represen-
fatives inspect and can refect incoming goods made

{ ]

at other plants—even if they have been approved by
military representatives stationed at the sending
plant. .

o Military representatives bridge the gap between
producer and consumer. Under Gospriyemka, how-
ever, Gosstandart, nof consumers, esiablishes the
standards by which inspectors judge quality. An
inspecior’s measure of quality may differ from that
of the buyers.

The military quality control system also has some

ddficiencies, which could manifest themselves in the

new Gospriyemka system. These include:

* Duplication of effort (OTK inspectors and military
representatives both inspect a product). {__

[ the KamAZ Truck Plant has

3.000 OTK inspectors.

* Bribes to the inspectors 10 overlook unmei sched-
ules and to sign off on production prior to delivery.

director, Boris Migachev, a cut above the rest of the
organs of the State Committee, making a clear state-
ment about its importance (see figure 4).

Exhortimg Faithful Adberence

To underscore the leadership’s commitment to Gos-
priyemka, the Central Committee called 2 mecting of
party, government, and economic officials on

14 November 1986 to discuss the new program's
implementation. [ a hard-bitting speech, Gorbachev
stressed that quality improvements are at the very
center of economic restructuring. He acknowledged

that workers’ wages acd bonuses would be reduced
when an caterprise did not mect its production plan
because output was rejected by the new inspectors. He
even said that any payment to workers producing low-
quality output was gencrous because, if they tried to
szl! this “garbage™ on the world market, they would
be reduced to “begging.” He made it clear that he
would not back down from the program and, if
failures were disoovered, ministers, heads of enter-
priscs, and party organization lcaders would have 1o
answer for them




Figure 4
Estimated Organization of State
Committee on Standards -
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Under leadership pressure, Gosstandart officials and
cnterprises began to prepare in the last two to three
months of 1986 for the introduction of the new
system:

* Gosstandart began to hire and train State Accep-
tance workers at cach enterprise and to set up a
national communication network to all enterprises
involved.

Esch enterprisc was instructed to check its own
readiness; to test productiou capabilitics; and to
provide work stations and test, calibration, and
measurcment (nstrumentation and equipment

Choosing Key [ndwstrial Targets

During-the same period, it was announced thut Gos-
priyemka would be introduced at 1,500 Sovict enter-
prises belonging to 28 ministrics on 1 January 1987.

At least some enterprises in all of the 11 civil
machine-building and five of the ninc defense-
industriai ministries arc included (see inset).! Open-
source reporting has indicated that State Acceptance
will cover:

* In the affected ministries of the machine-building
complex, 43 percent of the enterprisis aad 60
perceat of their output.

¢ In all of the minisiries affected, almost one-third of
the enterprises and about half of their products.

Using these figures, we estiinate that Gospriyemka

now covers about 15 peroeat of all industrial output

and ncarly one-third of total (civil and military)
machine-building output.?

Enterprises selected for the program reportedly “peo-

+ duce goods of utmost importance for the economy and
also consumer goods™ (see insct oa page 8). Embassy
reporting also suggests that some plants may have
been chosen because the quality of their output was
coatidered a peoblem. For exemple, an employee of
tbe Ordzhonikidze Machine-Too!l Plant claimed that
Gospriyemka was not introduced there because “pur-
chasers negotiate the quality standards they require
and they don't have complaints.” In addition, the
program extends o enterpriscs that provide raw
materials and semifinished goods for machine-build-
ing xod light industry, but reports indicate that the
coverage is far from complete. The Zil automotive
factory in Mosoow, for example, has 200 major
supplicrs, but only 10 of them arc covered by Gos-
priyemka.

! Ovr bifurcation of the machine-building miaistrics into civil and
defensc soctors is not meaot to imply that production is ncatly
scgreqated. The civil ministries produce items such as military
trucks sod armored vehickes, whike the defease-industris! ministrics
producc—among other civil goods—tclevisions, refrigerators, and
computcrs. We have 90 reason to belicve that defense bardware—
histocically under ibe rigid quality coatrol of the mifitary—is
subject to Gospeipemia. Consumer and invesument goods ¢re
probebly the oaly items produced by the defense-industrial minis-
trics that are inspected under the new system.

! Only 3 pereent of all iodustrial enterpriscs a0d associztions arc
covered by State Acoeplance; bowever, ali-source reporting sug-
gests that many are lacge producers and herr could manufsctece a
relatively large sharc of industrial output




Industrial Ministries Wocking Under Gospciyemka

Maeachise-Building Mizistries

Ciril

Automotive Industry

Chemical and Fetroleuns Machine Building

Construction, Road, and Municipal
Machine Building

Electrical Equipment Industry

Heavy and Tronsport Machine Building

Instrument Making, Automation Equipment.
and Control Systems

Machine Bullding for Animal Husbandry and
Fodder Production o

Machine Building for Light and Food
Industry and Household Appliances !

Machine Tool and Tool Building Industry

Power Machine Ruilding

Tractor and Agricultural Machine Building

Defense-Industrial

Aviation Industry

Communications Equipment [ndustry
Electronics Industry

Radio Industry

Shipbuilding Industry

Defense Indusiry «

General Machine Building <

Machine Building

Medium Machine Building <

¢ Introduced at 64 enterprises and associations of this mindsiry.
¢ Introduced at 70 enterprises end assaciations of this minisiry,
« latrodured at 40 enterpeises and associations of 1his mindstry.
< introv'ueed at 51 esserprises and associations of this miniscry.

« Using all-sourve reporting, we have idenitfied 22 of the 28
miristries Gosstandart claims are included in the program.

Circ tal evidence sugy this ministry may be omne of the

othker six.

{ Introduced at 64 enterprises and associations of this inistry.

Other Industriel Ministries

Light Industry s

Timber, Pulp and Paper. and Wood Processing
Industry

Ferrous Metallurgy <

Nonferrous Metallurgy 4

Chemical Industry

Construction Matcrials Industry

Health <

Mineral Fertilizer Production <

:




Identified Products Inspected Under
Gospriycmka Since 1 Jaanary 1987

Machine Building

Autos (70 to 100 percent)

Trucks (70 to 100 percent)

Motorcycles

Machine tools

Agricultural machinery
{100 percent)

Tractors (100 percens)

Bulldozers

Cranes

Excavators

Transport machinery

Railroad cars

Forge presses

Drilling rigs

Instruments

Metallurgical equipment

Duplicating machines

Calculating machines

Papermaking machinery

Chemical machinery

Energy machinery

Mining equipment

Radios

Watches

. Photo equipment

Tape recorders

Televisions (100 percent)

Refrigerators (100 percent)

Air conditioners

Saoft Goods/Other
Shoes

Textiles

Sewn articles
Electric bulbs
Furniture
Porcelain

¢ When kncwn, the share of the icdal output of eoch type of product

covered under Gospeiyemka is reported.

Mazerials/Parts

Plywood

Pulp and paper

Linoleum

Copper

Platinum

Steel

Iron

Coke

Pipes

Rubber

Ball bearings

Cables

Sulfur

Petrocheniicals

Mineral fertilizer

Ship repair parts

Raw materials and
semlfinished goods for
autos, machine tools,
and bulldozers




Selecting & Large Cadre of laspectors
According to the Deputy Director of the Main Direc-
torate for State Acceptance, Gosstandart was autho-
rized to hire 25,000 inspectors. stalf workers, and
managers for the new system. Other statements by
Gossiandarr officials indicate that the size of the
State Acceptance unit at an enterprise is determined
by plaat size and the inspection practices required for
the products. Soviet press reports claim that 10 to 15
State Acceptance workers were stationed at the

avcrue machine-building eaterpeisc

“3 inspectors at the Norit sx mcw-

Wigier Comotne number about 80, and, from open-
source statements, we cstimate there are approx-
imately 00 at the Kama River Truck Plant
(KamAZ).

—J be Sovicts were highly
sclective in staffing the 1,500 Gaspriyemka units.
Although the director of each enterprise reportcdly
prepared 1 list of nominees for the urious pasitions,
%‘( 4} many of
t recommendations were not sccepted. Aooonimg
to Igor Isayev, deputy chairman of Gosstandart,
many plant directors nominated “simply unprincipled
people. . . " Gosstandart therefore made its final
sclections on the basis of recommendations of the
focal or republic party committee.

Oncc nominated and accepted, the new State Accep-
tance workers became employees of Gasstandart and
began drawing their salaries from that organization—
a base pay of 250 rubles per month augmented with
benefits tied to quality control. Housing and bencfits,
however, were ta be the responsibility of the enter-
prisc.

The new cadres of Gaspriyemka workers wer £

P ] already experienced in industrial production and
familiar with the products. they were to inspect. Four
out of five had been specialists at the plant to which
they were assigned. Nearly one-third of these were
former chicl cngincers. Approximately 7 pereent were

‘ The besc pey of 250 rubl=s is the average industrial wage. The
f3ct that the eaterprise will peovide housing and other benchits
could, in (he fong run, wesken the discipline of the quality control
system (the manager could gain levernge o the inspection «afl by
denyiag uccas. for example, to better quality housing).

peeviously dicectors and deputy directors of enter-

prises. 26 percent were medium-level managers., and
appeoxisnately 28 percent were OTK chiefs. Despite
this expericnee, cach inspector was trained on stan-
dardization and the methods and forms of the state
acceplance system for two wecks at regional oenters.
Furthermore, they were required to join the Commu-
nist Party if they were not already members. © °

The New System in Operation:
Effective Quatity Control

To the dismay of the lzadership, preparations were
incomplete in many arcas on | January. According to
all-source reporting, the “superstructure™ may have
been in place at the national level but not at the plant
level. Open-source reporting indicates that, by mid-
December, icaders of the state acoeptance organs at
all associations and enterprises were in place. but only
15.000 of the 25,000 staff workers had been selocted.
In sddition, some new inspectors complained that the
training was 100 short and the documentation over-
whelming. More important, many of the instruments
needed for testing products to easure that they ad-
hered 10 standards were not in place

According to the statutes governing Gaspriyemka, the
inspectors may carcy out quality coatrol and acoep-
tance at any stage of production (see foldout figure 8
at back of paper). The available evidence suggests,
however, that during the first two months under the
systcm they probably only checied to sec that the
final product met tochnica! standards. Even so, as
already noted, many of the nocessary measuring
instruments were nal in place to test for warkability
and reliability. Thus, the physical appearance of an
item may have scrved as a main indicator of quality.

laspectocs Toegh Rejections High. Outpat Low
Reporting oa Soviet industrial performance during
January and February suggests the new system madc
a decided diffcrence—Gospriyemka representatives
rejocted on average 10 (o 20 percent of all the




Gospriyemka Comes (o the Donetsk
Refrigevator Plast

The following example of the effect of State Accep-
tance was adapted from a December Fravda article.

Gospeiyemka representaiives arrived at the end o
October 1986—1o0 late 10 affect business as usual in
that month. But, in Nover=ber, the new inspection
system turned things upside down. The change is
pecsonlfied in the experience of Anatoliy losifovich
Yaremchuk, a longtime worker at the Donetsk Re-
Srigerator Plant and a newly appointed Gospriyemka
inspector. On Friday, 28 November, Yaremchuk was
summoned to the Gospriyemka affice and informed-
“Tomorrow is a working day. Request of the plant
administration. You will work the second shift with
Lopatina.* Yaremchuk quickly responded that “stor-
ming” to meet the monthly production plan, especial-
Iy on a Saturday, in no way fits in with the campaign
Jor high quality—but his statersent fell on deaf ears.
Returning 10 his station, he reflected on the plant’s
past experience with storming. The constant race for
quantity to the detrimens of quality had recently
resulted in the “Donbass” refrigesator losing its
Mark of Quality.

On Saturday, Yaremchuk and Yelena Andreyevna
Lopatina,«also a Gospriyemka representative, ap-
peared in the assembly shop at 3:30 p.m. Ivan
Timafeyevich Yurchenko, the inspector working the
first shift, told Yaremchuk that during his duty 210
- refrigerators had been presented for delivery and 30
had been rejected. They knew that 309 additional
refrigeraters were needed for the plant 10 nicet the
November plan. The evening shift would be sufficient
10 close the breach. Mysteriously busy around the
units coming off the line were not only assembly
workers, but also people drawn from the affice.
Among them were senior foreman Aratoliy Kubick

)

and OTK shift foreman Larisa Kravchenko. Even
N. Belinskiy, general director of the association,
dropped in. The entire atmosphere was permeated
with a single aim.

“Let’s get 1o work,” said Yaremchuk. “No allow-
ances. We will do everything conscientiously.” Sever-
al weeks before, Yaremchuk had been a member of
the plant collective: he grew up in it. But today he was
on the ather side of the brigade. Selecting the first of
three packaged units for verlfication and testing, he
Jelt the gaze of many people on him. including
loxgtime acquaintances. Their prestige was in his
hands.

“Herz iz a dent, here is a deformation. What shall we
do? " a.fked Lopatina.

“We will take another three units,” said Yaremchuk.

The new trolka did not cause any enthusiasm. The
switch on one was bad the external appearance of
anather did not conform 10 the standard. They
selected some more refrigerators. Two of them failled
when plugged in. One consumed 10 watts of electric-
ity per hour more than prescribed; the other, 7 watts
more. What were they fit for?

By the end of the shifi, refrigerators cluttered the
passageways; another 375 awaited their turn—more
than required to fulfill the monthly plan. Many plant
woikers remained at the shop, waiting for what
Goepriyemka would say. Finally Yaremchuk and
Lopatina announced that they were refecting the
whole batch. The production plan was (o be unful-
Silled that monsk.




Machiae-Bullding Ministries
Criticized in Jamary
for Not Meeting Ptan Targets
Ministry Product
Ciwil "
Heavy aod Transport Mctal-rolliag equipment and
Machine Byilding diesel locomotives
Electrical Equipment Electric motors and clectric
Indestey focomotives
Machine Building for Ani- Feed-aarvesting combines
mal Hesbandry and
_ _Fodder Production
Machine Building for Refrigerators; froczers; and
Light and Food spinaing, zigrag-stitch sewing,
todustry sad and washing machines
Houschold Applisnoes N
Construction, Rasd, and Exaavstors
. Municipal Machine BaiMing ) R
Defense retated
Electronies Industry “Elcktronika”™ 40tM
icond! oolor TVs
Radio Indestry Radio roccivers, TVs, and
. tape d
Commenications Equipmcat  Radio receivers, TVs, and tape
lndustry recorders

products they inspected, and in some instances fac
more (sec insct). At an agricultural machine-building
plant, for example, nine out of every 10 machines did
not meet the technical conditions. The situation was
cven worse at the Machine Building Plant imeni

V. L Lenin in Voronezh. Products worth 74,000 ru-
bles were preseated to Gaspriyemka inspectors during
the first month. but only 250 rubles® worth were
aczepted. .

Adverse Impact on Industry

Industrial performance in January and February fell
far short of Soviet plans. We estimate that industry as
a whole performed barely at the same tevel as in the
same two months of 1986, xnd the machine-building
sector produced nearly 8 percent less. Five of the 11
civil machine-building ministries and three defense-
industrial ministries were criticized for ot fulfilling
plan targets (see table). In January, 6C percent of the
machine-building cnterpriscs subject to Gospriyemka

control reportedly did not mect the plan becausc the
new system set up a “reliable barrier to inferior

products.”

Although our calculations suggest that a rejeciion
rate of 10 to 20 percent could have accounted for the
entire shortage in planned machinery output. the
precise effect of State Acceptance on overall industri-
al output during January and February is not clear.
Extremely cold weather in January crippled transpor-
tation, forcing high-level intervention. la addition,
other changes have been made in industrial operating
procedures:

* An cmphasis on fulfillment o1 contract deliveries as
a primary indicator of plan fulfilimeat. Purchasers
may now reject items that do not comply with the
delivery contract. The value of the goods is deducted
from the output totals of the producer, and bonuses
arc affected zococdingly.

* The transfer of selected plants and plant operations
from onc to two or three shifts without expanding
the work force.

* The unrclenting pressure on machinery plants to
retool and reequip, while still increasing production
quantities.

As figure § demonstrates, however, the new quality
control system had a dramatic impact on those prod-
ucts covered and was almost certainly the cause of the
drop in machinery output—-a primary factor in overall
industrial performance. :

While the leadership realized that State Acceptance
and the other economic reforms would disrupt produc-
tion somewhat, they were probably surprised by the
extent of the impact. Gorbachev recently stated that
the problems afflicting Sovict society “are more decp-
ly rooted than . . . first thought.” An analysis of Soviet
economic plans suggests that, although the Soviets
held down January’s machinery targets—probably in
anticipation of difficulties in making the transition to
the new programs—they expected February's perfor-
mance to be business as usual.




Figure §
USSR: Maathly Production of Selected Products,

August 1986-February 1987

Perceniate cheape compared wilh ihe same moath the year before.
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Flgure 6

Confronting the Quality Issue: Gorbschev's Short-Ran Options

| o
peciormance rebounds

Quality contrel coutioncs §3 pull down oconomic perfocmance
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The new quality control system also penalized plant
managers and workers. With the drop in output,
many plasts did not reccive their usual bonuses for
mecting the plan. As a result, workers received less
than usual in their montbly paychecks. At a farm
machincry factory in western Siberia, for example,
avcrage pay dropped by onc-third in January berause
Gospriyemka inspectors 1cjected many of the miner-
al-fertilizer spreaders produced there. Morcover.
workers bad ¢ put in overtime without remuneration
to correct deficiencies in many products. The strain
impased by Gospriyemka was evident in work stop-
peges end protests at the KamAZ truck plant directed
against the new system.’

‘KamAZ produces for both civilian and military customers. We
have no cvidenoe that any of the protests sflocted military produc-
toa or that they were directed ageinst the military quality coatrol

system.

Implications and Owtlook

The Short Rwc: A Caxtions Period of Wait aad See
The prospects for State Acceptance for the remainder
of 1987 depend heavily on cconomic performance (soe
figure 6). If most of the problems encountered during
January and February prove 1o be iransitional, Mos-
cow may declare State Acceptance a success and scek
to cxpand it throughout industry. If & high rcjection
rate persists, Mosocow probably will be forced to -
rethink the viability of this particular aporoach to its
ambitious quality control program




Rebousd Argnes for Exp The inder of
1987 may be brighter than the first two months
portend. The modest improvement. in performance
from January to February indicated for selected
products in figure 5 may suggest that industry is
adjusting to the new system and/or its eflects were
not as grave as first indicated. Plant managers may
bave underestimated the thresholds imposed for their
products under the new system, and, in “testing the
waters” with the traditicaal quality assortment, they
may have been initisily caught ofiguard by the vigi-
lance cf the inspeciors. In addition, the successful
resubmission of previously rejected items—allowed
under Sovict law—may substantially augment pro-
duction in subsoquent months. Morcover, much of the
short{all in total production could have been the result
of extremely cold winter weather in January and the
implementation of other economic programs. ¢ )

A rebound in the sectors covered by State Acceptance
could allow Moscow to proclaim the new system a
success and would repeesent an important step for-
ward in sccomplishing the first phase of the two-
phasc quality campaign—increasing the quality of
products curreatly in production. In keeping with the
Soviet practice of implementing economic change
through a series of experiments, Moscow may seize
the opportunity to expand State Acceplance through-
out industry as & means of moving closer to its overall
goat—improved quality across the board.!:

Such a scenario secms unlikely. Moscow will probably
be reluctant to declare Gaspriyemka a success until
output reaches plan targets, and the exceptionally
rough start carly this year suggcsts that industry—
especially the machinery sector—will be hard pressed
to mect both quzlity and output targets. In addition,

! Widescale expansion, bowever, would not come without cost. We
cstimate that the expansion of Gospeiyemka o ali industry would
require over 159,000 inspectors, which would draio the aiready
Limited supply of skilled industrial workers with loag experience.
The add:tion of employees would abo mean increased expenses for
wages, (nining, and measuring instrumentation. More impoctant,
expansion would peobably disrupt the cconomy—at least initially—
in a manner similar to that witnessed during the first (wo months of
1987

according to the Soviet press, many plants under
State Acceptance receive materials and components
from enterprises not monitored by the new system,
can do little with the defective items they receive, and
can oaly suffer rejected output as & result. Moreover,
many plant managers have opealy complained that
cxisting plant equipment is often obeolete or otherwise
incapabic of producing goods that can meet the
quality spscifications required by Gospriyemka.

Coutinned Problems Fose Dilemma. The more likely
course of events is that ecosomic performance will
continue to be plagued by the quality issuc for the
remainder of the year. In this case, Moscow will be
faced with a scrious dilemma—whether to abandon or
relax the system 30 as 10 increase the growth of
output, to mave forward aggressively, or to hold firm
with this approach to quality control *

Upen Ketreat Unlikely. Pressures for relaxing State
Acceptance already exist. The poor performance in
January und Februsry poscs a threat to 1987 plan
targets, which in turn could challeage the overall
goals of Gorbachev's ambitious revitalization drive.
Morcover, rejection rates encountered early on could
initiate & snowball effect by creating bottleaecks in
the supply system, which, as illustrated by the exam-
ple.in figure 7, could threaten the balance of the
centrally planned and administered Soviet economy.

Moscow may also be subject to pressures to relax
State Acceptance to makg the system mose “fair™ to
the enterprises and workers who are saddled with
shoddy supplics and antiquated production machin-
cry. Without such concessicns, Mcscow riske inducing
more intense resistance to the quality control pro-
gram, such as more cxtensive work stoppages—ac- -
tions which could contribute to dissatisfaction with
Gorbachev's revitalization programs across the board.




Figure 7 :
The Effect of Quality Control on the
Soviet Supply System:

* This figure is bascd on a 19 March Irvestive anticle.

Given the crucial position of improved quality and
technological advance in Gorbachev's game plan, the
Kremlin would be hard pressed (and unlikely) to
admit [ailurc and publicly rescind or substantially
rclax the new program—although it could case up
quictly (sce insct). Such actions would be inconsistent
with Gorbachev's aggressive style and could give foot-
dragging cconomic leaders ammunition in their criti-
cism of other economic reforms.

Expansion an Outside Chance. Alternatively, Gorba-
chev could continuc to push Gaspriyemka forecfully
desyite continued poor performance. He has clearly

-—Secret—

Moaitoring the Soviet Reaction:
Problems in Detecting Sabele Retrear

Meazsuring the success of Gorbachev's drive 10 in-
crease quclity will be difficuls. Although increased
output could signal that industry is successfully
coping with the more stringent demands of the quality
inspectors, it could also be the result of:

* A relaxation of standards, with less pressure on
Industrial managers and workers.

* “End runs* arovnd State Acceptance. Recent Sovi-
el press reports claim that on at least two occasions
enterprises delivered significant volumes of cutput
to purchasers without first submitting those prod-
ucts to the new (nspectors.

* The ailowance of exceptions when obsolete equip-
ment or substandard materials prevens quality
standards from being mel.

These “cosmelic” improvements would represent a
setback for the quality campaign and could set an
unwelcome precedent as the Kremlin addresses prob-
lems with and resistance to other economic programs.

proved to be an unyiclding leader.* and he could
choose to exploit the broad leadership support he
appears (o enjoy:

* In January, the Council of Ministers “demanded™
that the heads of ministries and departments, other
officials, and the State Committee for Standards
carry out measures to promote the cflective opera-
tion of the state acceptance service without defay.

[ ]




. * In Febeuary, Leningrad party leaders were severely
repcimanded for poor leadership and zalled on to
ensure program success in the coming months.

* Also in February, Politburo member Lev Zaykov—
while acknowledging that Gospriyemka has “many
overt and covert opponcnts”—warned agsinst indus-
try expecting that “everything will return to the old
footing in two to three months."

* On 9 March, Premier Nikolai Ryzhkov issusd the
strongest statement of support to date, claiming that
“harsh measures™ were the “only way” to increase
the “technical level and quality of production.”

’

Nevertheless, leadership backing for State Accep-
tance could begin to evaporate if labor uarest in-
creases and production plans remain unfulfilled for
successive months. In that eveat, Gorbachev's politi-
cal standing could begin to erode, especially if opposi-
tion to Gospriyemka begins to spur resistance to his
programs across the board. This might be 2ll the more
likely given the broad front of controversial changes
and programs e is pushing or bas implemented—
wholcsale personnel changes, the aniislooho! cam-
paign, glasnost, the “democratization” campaign
(which includes election of enterprisc managers), and
draft legislation that would allow unprofitable enter-
prises to close (raising the specter of officially tolerat-
ed uzemployment).

Consolidating Gains Best Bet. Finally, continued poor
performance might iead the Soviets to solidify gains
already made, thereby shawing progresc on the quali-
ty front while not risking the disruptions that could
accompany a major expansion of Gosprivemka.

In such a scenario. State Acceptance probably would
be gradually extended to supplicr plants not currently
under the new system but would not be expanded into
new sectors producing end-use goods—such as the
food industry. Incomplete coverage has been 2 ma jor
stumblingblock and the causc of considerable frustra-
tion during the implementation of Soviet economic
reforms (see inset). Additional coverage, starting with
the major supplicrs of plants already covered by

The Consequences of Piecemeal Ci hange

Incomplete coverage has afflicted many Soviet at-
tempts 1o broaden economic experiments. Such prob-
lems in the mid-1970s gave rise 16 the following joke:

Moscow traffic authorities noticed a very sharp in-
crease in traffic accidents. After various unsuccessful
attempls to bring the accident rate down, the chief of
the traffic bureau had an inspiration. Someone told
him that London’s traffic accident rate was one of the
lowest in the world, “Let us send someane to see how
the British do U1," he said. After a short visit, his
deputy returned with the solution. The main differ-
ence between the way traffic operated in Moscow and
London was that, unlike Mascow, London traffic
moved on the left side of the street.

The salution was obvicus: As of July 1, the traflic
should be switched from one side 1o the other.
However, an older specialist argued 1hat this might
be 100 much of a change to make at once, especially
Jor thuse who did not drive for a living and therefore
had less experience. Consequently, it was agreed (0
introduce the switchover in stages: on July 1 all
trucks and taxis would be shifted 10 the left side of
the road, while all private vehicles would stick to the
right urtil December 1, when they too would make
the switch! .

Gospriyemka, would allow them to run more smooth-
ly, but would in turn disrupt production in the newly
covered plants, necessiiating further expansion of the
program.

'l\elmlhd:Clrh(tbeSy-p(o-of!kNeue?
As an integrated clement of the Soviet industrial
system, Gospriyemka will serve at least three useful
purposes. First, it will flag those areas of the Soviet




economy that reed greater attention to quality con-
trol. Resources can be directed to these areas, which
probably will help improve the productivity and reli-
ability of industrial equipment and the quality of
consumer goods. Scoond, it ensures that accepled
products will meet some standard—be it at “world”
levels or any other measure—and that consumers of
these goods can count on this quality. Third, improve-
ment in the quality of consumer goods may motivalc
Savict labor to work hurder, which could help move
the Soviets onto the upward-spiraling cycle of produc-

- tivity—and bence cconomic-—growth that Gorbachev
clearly hopes to achieve. - )

Goaspriyemika in its current form is uclikely, however,
to satisfy both industrial buyers and consumers. De-
spite its rolc as a surrogate market force, State
Acceptance can at best only approximatc fhe needs
and preferences of consumers. Gospriyemka inspec-
tors can test for ndherence to the administeativaly got
standards and even pass subjective judgments on
product quality, but this does little good if the prod-
ucts do not meet the consumers' demands. ¢ )

Gaspriyemka will probably also fail to addrese ade-
qQuatcly the nagging problem of poor Soviet process
control, which must be resolved if the Soviets are to
achicve technological and qualitative advance similar
to that of the West. Although Gaspriyemka can
identify those goods that fail to meet the standard, it
is unlikely—in its current manifestation—to pinpoint
the breakdown in the production process and, even if
it does, can only suggest likely corrective measures.
The plant still retains the ultimate authority in this
arca.

Finally, State Acceptance forces industrialists to
achicve quality, for quality's sake. The new program
makes little allowance for the cost of improved quality
and overempbasizes meeting potentially irrelevant
standards:

* A Soviet economist recently commented that “high
quality production cannot be achieved without
spending a ruble™ and that the costs of reworking
rejected products, of those permanently rejected,
and of the “unproductivs" quality control staff
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itscll, would far excced the bencfits. He cautioned
agains shifting from a “worthless™ course of “the
plan at any cost™ to one of “quality at any cost.™

* Mccting set standards may improve the internation-
al competitiveness of Saviet products, but it will not
enable the Sovicts to reach their goal of producing
alinost all output at world standards. They will have
to introduce technolcgically advanced products and
manufacturing process.s that use less material,
labor, and energy. ¢

Gorbachev appears 1o view State Acceplance as a
kind of shock therapy, which—like the initix! “disci-
pline campaign™ aimed at boosting productivity—is
designed te achicve 2 forced and quick improvement
through traditional {and politically casy) administra-
tive measures. However, there are also signs that the
leadership recognizes the need for a long-term solu-
tion that addresses decply rooted systemic causes for
low-quality output. Such a solution would require a
different set of economic incentives, which would
require the introduction of market elements into the
system, steps that would be much more politically
difficult for Gorbachev to take, ©

Gorbacbev appears'to be preparing the ground for a
maore comprehensive attack on the quality problem. In
the legislative plan for 1986-90, a number of laws
dealing with additional economic reforms arc sched-
uled for preparation, including a “Law on Product
Quality” projected for the first quarter of 1987. In his
Sverdlovsk speech, Premier Ryzhkov indicated that
the party and government had drafted “a set of
organizational and economic measures™ aimed at
“fundamentai change in issues concerning quality.” If
the regime is to be successful in achicving “funda-
mental” change, it will have to build a political
conscasus in support of measures that overturn the
usual working arrangement of the command
economy.




Figure 8
Quality Coatrol at the Enterprise
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