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INTERNATIONAL MONETARY FUND

FOR IMMEDIATE RELEASE

CENTRAL FILES

ROOM C-532 0493
News Brief No. 98/47 International Monetary Fund
FOR IMMEDIATE RELEASE Washington, D. C. 20431 USA

November 30, 1998

IMF Holds Seminar on Economic Policies in Russia

The International Monetary Fund (IMF) today hosted a seminar to
discuss the policy challenges facing Russia. Stanley Fischer, First Deputy
Managing Director of the IMF, said the seminar was attended by
government officials from member countries, representatives of
international financial institutions, and academics and other experts on
the economic and political issues facing Russia.

~“A frank and extremely wide-ranging discussion took place on the

causes of the current crisis, policy options, and the role that the IMF and
other international institutions might most usefully play in helping Russia
to extricate itself from its current difficulties. Among the issues
discussed were the appropriate fiscal and other macroeconomic policies
and structural reforms needed to generate growth in Russia, and the
political and social aspects of reform. IMF management and staff found
this exchange of views extremely useful in its ongoing effort to develop
its policy advice to the Russian authorities,” Fischer said.

EXTERNAL RELATIONS DEPARTMENT
Washington, D.C. 20431 ¢ Telephone 202-623-7100 * Fax 202-623-6772 + www.imf.org
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INTERNATIONAL MONETARY FUND
WASHINGTON, D. C. 2043!

MANAGING DIRECTOR

December 18, 1998

Dear Mr. Governor:  tcan V(47N y

CABLE ADDRESS
INTERFUND

It was with great pleasure that I learned of your appointment as Chairman of the

Central Bank of Russia, and Governor of the International Monetary Fund for the Russian

Federation. Therefore, on behalf of the Executive Board and staff, allow me to welcome you

g 57 A U Al g 2 EION
officially back into the Fund. A\ L e ks {”‘ Ue Lotk “

Sincerely yours,

Mo

Michel Camdessus -

D Honorable Viktor Gerashchenko

Governor of the International Monetary ,_ ce:
Fund for the Russian Federation )

Central Bank of the Russian Federation "

12, Neglinnaya Street

103016 Moscow . :

Russian Federation

SEC

MR. FISCHER
MR. OUATTARA
MR. SUGISAKI
MR. MUZHIN

EURII
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Office Memorandum

CENTRAL FILES
ROOM HQ C-532 0470

CONFIDENTIAL

February 17, 1999

To: Members of the Executive Board
From:  The Secretary

Subject: Russian Federation—Comparison of March 1996 and Current Staff Balance
of Payments Projections—Information Provided to the Paris Club

Attached for the information of the Executive Directors is a note and tables provided by the
staff at the request of the Paris Club, comparing the current medium-term balance of payments
outlook with that as seen at the time of approval of the 1996 Extended Arrangement with the
Russian Federation.

Please note that this paper is being reissued to correct the tables.

Mr. Thomsen (ext. 38808) or Mr. Mazarei (ext. 34902) is available to answer technical or
factual questions relating to this paper.

Att: (1)

Other Distribution:
Department Heads

FO/DIS/99/21
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RUSSIAN FEDERATION

Comparison of March 1996 and Current Staff Balance of Payments Projections

1. This note provides a comparison of balance of payments projections made by IMF
staff in March 1996, when Russia requested Fund support under the extended arrangement,’
and staff’s most recent balance of payments projections, which reflect policies under a
program that could be supported by a new arrangement with the Fund. Discussions on such a
program are still going on, and the staff’s recent medium-term projections have not yet been
discussed with the Russian authorities. These projections could, therefore, change
substantially as a result of such discussions.

A.  Projections made in 1996

2. The 1996 projections assumed a reversal in the hitherto negative economic trends, and
envisaged a strong change in growth in 1996 and beyond. The rate of growth of real GDP was
expected to pick up from -4 percent in 1995 to 2.3 percent in 1996 and rise to about 6 percent
over the medium term, underpinned by persistently high rates of investment. Consumer price
inflation was projected to decline from 190 percent in 1995 to 51 percent in 1996 and further
to a steady 6 percent a year over the medium term. Russia was also expected to undertake
fiscal consolidation, resulting in an improvement in the federal budget primary balance from a
deficit of 1.7 percent of GDP in 1995 to virtual balance from 1998 onwards. The terms of
trade were expected to remain broadly unchanged over the projection horizon.

3. Under these assumptions, and with a rescheduling of Russia’s external Soviet-era (pre-
January 1992) debt, the overall balance of payments was expected to improve sharply from
1996 to 1999 and beyond (Table 1). The current account deficit was projected to widen from
near balance in 1996 to 1.5 percent of GDP in 1999, but move to near balance again by 2005.
Increasing access to private capital markets was projected to result in large inflows to the
private sector. The capital account was therefore projected to register a sharp improvement
between 1996 and 1999, and to strengthen further over the medium term. Official external
debt was projected to decline gradually from 21 percent of GDP to about 16'2 percent of
GDP over the medium term.?

B. Developments between 1996 and 1998

4, Economic developments in the period 1996-98 turned out to be considerably worse
than projected at the time of the 1996 Paris Club agreement, reflecting domestic as well as

1See EBS/96/31, Supplement 3 (and correction 2), dated March 22, 1996.

2private external debt was small.



external developments. A slow pace of structural reforms and insufficient fiscal adjustment led
to a sharp increase in public-sector indebtedness. A heavy reliance on the issuance of short-
term government securities made Russia particularly vulnerable to changes in investor
confidence. Such confidence weakened significantly from late 1997 as it became clear that
Russia was failing to come to grips with its fiscal problem, but also as a result of the adverse
impact of the Asian crisis on international capital markets. The default domestic government
debt and the imposition of a moratorium on external private debt service last August led to a
loss of access to global capital markets. In addition, Russia experienced an unforeseen
deterioration in its external terms of trade as a result of the drop in prices of primary
commodities. Although reliable terms of trade data are not yet available, the fall in prices of
Russia’s exports of oil and natural gas, which amounted to some 40 percent in 1997-98, is
indicative of a significant shock. As a result of the slow output growth since mid-1997 and
particularly the sharp drop in output since August 1998, the real GDP index in 1998
(1995=100) was 9 percent below what had been projected in 1996. Imports departed even
more sharply from the originally projected path: in 1998, imports in U.S. dollar terms were
34 percent below what had been projected in 1996.

C. Staff’s current projections

5. The projections are based on the assumption of a significant fiscal adjustment in 1999
and beyond. In 1999, the primary balance of the federal government is expected to swing from
a deficit of about 1.5 percent of GDP in 1998 to a surplus of 3.5 percent of GDP. The
projections also assume determined implementation of structural reforms in the coming years.
On the strength of these policies, the projections are based on the following key assumptions:
(i) GDP is projected to contract by 7 percent in 1999, but the decline in output should cease in
mid-1999, allowing a gradual recovery in GDP, with the annual growth rate reaching

5 percent by the year 2005; (ii) yearly average consumer price inflation is projected to rise
from 28 percent in 1998 to over 100 percent in 1999, but to come down to a single-digit
range over the medium term; (iii) the terms of trade are projected to show a further
deterioration in 1999, reflecting the full-year effects of price changes that have already
happened, but to remain steady over the medium term. This could prove to be a conservative
assumption as it locks in the terms of trade at levels that are low by historical standards; and
(iv) the large real exchange rate depreciation of 1998 is expected to reverse itself in part, but
only gradually, over the projection period.

6. The loss of capital market access for Russian borrowers, combined with the heavy
external debt burden of both the public and private sectors, is projected to force a $10 billion
correction in the current account to a surplus of over 5 percent of GDP in 1999, from near
balance in 1998 (Table 2). The sharp real depreciation of the ruble; the expected decline in
output, and the crisis in the banking system—which undermines Russia’s access to trade
finance—are projected to result in a reduction of imports in real terms by 20 percent in 1999.

7. Despite the current account adjustment, large net capital outflows and the need to
clear substantial public arrears are projected to leave Russia facing external financing gaps of



$24 billion in 1999 and $9 billion in the year 2000. These capital outflows reflect heavy
scheduled amortization of public external debt, and continued sizable private outflows, as well
as Russian borrowers’ loss of access to global capital markets. Filling the financing gap
through exceptional balance of payments financing could be realistic only if Russia were to
obtain rescheduling of outstanding;public sector arrears ($11 billion) and a good part of
current public debt service. Public external arrears include not only those incurred in 1998 on
obligations to Paris and London Club creditors, but also overdue obligations (including
penalty interest) to several creditors with whom Russia had not been able to agree on
rescheduling agreements along the lines of the 1996 Paris and London Club agreements.
These include, principally, several non-Paris Club official creditors and uninsured suppliers.
Such a rescheduling, together with some support from the IMF, the World Bank, and Japan
could close the financing gap.

8. Over the medium term, with progress toward economic and financial stabilization and
the resumption of economic growth, the compression in imports would end and the sharp
current account correction of 1999 would be reversed, and the current account is projected to
register a deficit of 2 percent of GDP by 2005. This trend, however, would be outweighed by
the gradual but steady projected improvement in the capital account. External borrowing by
both the government and the private sector from the global markets is expected to be very
limited during 1999-2000, but access could resume gradually starting in 2001. The
resumption of access would depend crucially on credible and significant fiscal consolidation
and on structural reforms, especially in the banking sector. Over the medium term, these
factors should also contribute to a reduction in private capital outflows from Russia. On the
basis of these assumptions, the ovérall balance of payments position is projected to improve
steadily from a deficit of about $6 billion in 1999 to a surplus of $4 billion by 2005.
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Table 1. Russian Federation: Balance of Payments, 1996-2005, March 1996 Program Version
(EBS/96/31, Supplement 3, Corrected: 3/22/96)

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
EFF program .
(In billions of U.S. dollars, unless otherwise indicated)
Current Account 2.4 87  -123 -13.0 -12.3 -12.1 -12.1 -12.1 -11.6 -10.6
Trade balance 13.8 8.5 6.4 6.9 8.1 9.3 10.8 13.8 17.8 23.0
Exports 85.2 90.6 -98.1 108.9 122.3 1373 154.5 174.2 196.7 2223
of which: Oil 16.5 16.7 172 17.5 18.2 193 20.3 21.5 22.7 24.1
Natural gas 13.0 12.7 13.0 147 16.4 17.3 18.4 19.8 213 23.0
Imports 71.4 82.1 91.7 102.1 114.2 128.0 143.7 160.5 178.9 199.2
Services, net -16.2 -17.2 -18.7 -19.8 -20.4 -21.4 -22.8 25.9 -29.4 -33.7
Nonfactor services, net - 9.5 -10.8 -11.3 -11.4 -11.3 -11.1 -10.6 -11.6 -12.6 -13.6
Interest, net -6.6 -6.4 <74 -8.4 -9.1 -10.3 -12.2 -14.2 -16.8 -20.1
Receipts 12 1.8 1.6 1.5 1.4 1.2 1.2 1.1 1.1 1.0
Payments -7.8 -8.2 -9.0 9.9 -10.5 -11.5 -13.4 -154 -17.8 -21.1
of which: Official -7.6 -8.0 -8.1 -8.2 -7.8 =17 =17 -13 -6.8 -6.3
Dividends, net - -0.1 -0.2 -0.5 -0.8 -1.2 -1.9 2.7 -3.7 4.2
Other factor services -0.1
Transfers, net. - - - - - -- - - - -
Capital Account -6.7 54 9.5 15.0 16.5 16.4 17.6 18.6 18.8 182
Medium- and long-term capital to the public sector -3.4 -1.3 -1.7 0.8 2.5 -3.3 -5.7, -6.2 -5.5 -7.0
Disbursements . 47 . 5.0 4.0 6.0 5.5 4.5 3.0 3.0 3.0 2.0
Amortization 7.2 -6.1 -6.4 -7.1 -7.8 -8.1 -8.9 9.5 93 98
Payments -83 -1.3 -7.6 -8.1 -8.4 -8.3 9.1 -9.6 9.4 9.9
Receipts 1.1 1.2 1.2 1.0 0.6 0.2 0.2 0.1 0.1 0.1
Other 1/ -0.8 -0.2 0.7 0.4 -0.2 0.2 0.2 0.2 0.8 0.8
Medium- & long-term capital to the private sector 0.5 3.5 5.5 8.8 10.3 12.2 14.6 16.9 16.5 17.0
of which: Foreign direct investment 0.5 2.0 4.5 6.5 85 9.5 10.5 12.0 13.0 14.0
Commercial banks and other short term 2/ -3.0 32 5.7 6.9 8.8 7.6 87 7.9 7.8 83
Other -0.8 - - - - - - - - -
Errors and omissions - - - - - - - - -
Overall balance 9.1 3.4 -2.8 2.0 4.2 44 5.5 6.5 7.2 7.6
Financing 9.1 33 28 -2.0 4.2 -4.4 -5.5 -6.5 -72 -7.6
Net international reserves 2.1 -3.0 2.6 -6.0 -6.7 -5.3 -6.2 -7.0 72 -7.6
Gross reserves (- increase) -1.9 -5.1 -4.4 3.0 -3.5 -3.9 -4.4 -4.8 =53 -5.9
Net Fund liabilities 4.0 2.1 1.8 -3.0 -3.3 -1.4 -1.8 2.2 -1.8 -1.7
Arrears - - - - - - - - - -
Deferral/rescheduling 7.0 6.3 5.4 3.9 2.5 1.0 0.8 0.6 0.0 0.0
Memorandum items:
Trade balance (percent of GDP) 24 1.3 0.9 0.9 1.0 1.0 1.1 1.2 1.5 1.7
Current account (percent of GDP) -0.4 -1.3 -1.7 -1.7 -1.5 -1.3 -1.2 -1.1 -1.0 -0.8
Gross reserves 19.2 243 287 31.7 352 39.1 43.5 483 53.7 59.5
(months of imports of goods and nonfactor services) 2.5 2.8 29 3.0 3.0 3.0 3.0 3.0 3.0 3.0
External debt service payments 9.5 9.5 112 16.0 16.9 16.4 17.9 18.5 18.0 179
9.8 9.1 10.0 12.9 12.1 10.5 10.2 9.3 8.0 7.1

(percent of exports of goods and nonfactor services)

Source: Data provided by the Russian authorities and staff estimates.

1/ Receipts and payments on debts denominated in non-convertible currencies net of reschedulings and deferrals, including debts to COMECON countries.

2/ Includes cash-related transactions, enterprise credits, inter-FSU trade arrears, unrepatriated export proceeds, and unspecified short term financing.
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Table 2. Russian Federation: Balance of Payments, 1996-2005, February 1999 Version

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

(In billions of U.S. dollars, unless otherwise indicated)

Current account 26  -08 -1.4 9.1 8.1 5.7 2.6 1.9 -1.0 5.0
Trade balance 16.6 13.9 12.7 21.4 21.1 20.1 18.0 17.9 16.2 13.9
Exports 9.5 = 88.7 73.3 71.6 76.0 80.5 84.7 90.8 96.8 103.0
of which: Oil 23.4 22.0 143 12.8 14.8 16.0 16.3 16.9 171 17.1
Natural gas 14.7 16.4 12.9 10.9 11.6 125 13.0° 13.5 14.1 14.4
Imports 73.9 74.8 60.6 50.2 54.9 60.4 66.7 72.9 80.6 89.2
Services, net -14.1 -15.2 -14.3 -12.2 -12.9 -14.3 -15.3 -15.9 -17.1 -18.8
Nonfactor services, net -6.4 -5 2.9 -0.6 -1.0 -1.6 2.5 -3.0 4.0 -5.1
Interest, net -7.2 9.0 -10.7 -10.8 -10.9 -11.2 -11.0 -10.7 -10.5 -10.4
Receipts 1.4 1.6 1.7 1.6 2.0 2.0 2.1 22 S 23 2.5
Payments -8.6 -10.6 -12.4 -12.4 -12.9 -13.2 -13.1 -12.9 -12.8 -12.8
of which: Official -6.7 -8.6 -10.1 -10.3 -10.3 -10.3 -10.0 9.8 -9.5 9.3
Dividends, net 0.0 -0.2 -0.4 -0.4 -0.6 -1.1 -1.4 -1.7 -2.2 -2.9
Other factor services, net -0.5 -0.3 -0.4 -0.4 -0.4 -0.4 -0.4 -0.4 -0.4 -0.4
»'--\“ Transfers, net 0.2 0.5 0.2 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1.
JCapital account -6.8 8.2 -6.2 -15.5 -9.9 -2.8 2.1 2.8 5.6 93
Medium- & long-term capital to the federal government 7.0 152 8.1 2.5 -1.7 -1.0 -1.0 -3.9 =23 -0.6
Disbursements 5.4 6.0 13.0 1.9 2.3 4.1 4.6 5.1 5.6 6.1
Amortization -19 -1.4 -4.1 -2.9 2.6 -39 -4.1 17 <15 -6.5
Payments ) -8.1 -2.1 -4.9 -3.7 -3.4 -4.6 -4.8 -8.5 -8.2 -72
Receipts 0.3 0.7 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8
Purchases of government securities, net 8.2 10.6 -0.4 -0.2 -0.2 0.0 -0.4 -0.1 0.8 1.0
Other 1/ 1.2 0.0 -0.4 -1.2 -1.2 -1.2 -1.2 -1.2 -1.2 -1.2
. - Medium- & long-term capital to other sectors 1.7 4.6 4.0 -0.7 -0.2 2.0 57 8.5 9.5 10.4
of which: Foreign direct investment, net 1.7 - 3.6 0.8 0.1 0.5 1.9 3.5 52 5.5 5.8
Other, including short term 2/ -15.5 -11.7 -18.3 -12.4 -1.9 3.7 -2.5 -1.8 -1.7 -0.4
Errors and omissions, net -8.6 7.6 53 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Overall balance -12.8 -0.3 -129 . -64 -1.8 2.9 4.8 4.7 4.6 4.3
Financing 12.8 0.3 12.9 6.4 1.8 2.9 4.8 4.7 4.6 43
> Net international reserves 4.6 -1.4 10.3 -6.8 -1.5 -3.0 -4.8 4.7 -4.6 4.3
Gross reserves ( - increase) 1.7 -2.5 5.7 -3.4 -3.9 -6 -18 -1.7 -3.0 -3.0
Liabilities 29 1.1 4.6 -3.4 -3.6 2.0 -3.0 -3.0 -1.6 -1.3
Arrears/debt under negotiation 3/ 0.0 0.0 1.2 -10.9 0.0 0.0 0.0 00 0.0 0.0
Deferral/rescheduling 4/ 8.3 1.7 1.4 0.6 0.5 0.1 0.0 0.0 0.0 0.0
Financing gap 0.0 0.0 0.0 23.5 88 0.6 0.0 0.0 0.0 0.0
Memorandum items:
Trade balance (percent of GDP) ' 3.8 3.1 3.9 12.7 11.7 10.2 8.5 7.7 6.3 4.9
Current account (percent of GDP) 0.6 -0.2 -0.4 54 4.5 2.9 1.2 0.8 -0.4 -1.8
Gross reserves 15.3 17.8 12.1 15.5 19.4 21.0 22.8 24.5 27.5 30.5
(months of imports of goods and nonfactor services) 2.0 23 1.9 3.0 34 33 33 32 33 3.
External debt service payments 5/ 12.9 17.6 19.2 181 18.5 19.1 221 220 20.7
(percent of exports of goods and nonfactor services) 12.7 20.5 229 21.5 19.7 19.3 209 19.4 17.2

Sources: Data provided by the Russian authorities, and staff estimates.

1/ Receipts and payments on debts denominated in non-convertible currencies net of reschedulings and deferrals, including debts to COMECON
countries (payable almost entirely in kind).

2/ Includes cash-related transactions, enterprise credits, inter-FSU trade arrears, unrepatriated export proceeds, and unspecified short-term financing.

3/ In 1998, includes accumulation of arrears ($1.2 billion) to London and Paris Club creditors. In addition, pursuant to 1996 Paris and London Club
rescheduling agreements, Russia was seeking comparable treatment of its Soviet-cra debt to other creditors. Some of these agreements (e.g. with
non-Paris Club official bilateral creditors) remained unconcluded as of end-1998. Including penalty interest, overdue obligations on such debt
amounted to $9.7 billion as of end-1998, of which Paris Club creditors accounted for $0.8 billion, London Club creditors $0.4 billion, non~Paris
Club bilateral official creditors $4.0 billion, uninsured trade suppliers $4 .2 billion, and others (IIB & IBEC) $1.5 billion.

4/ Includes arrears, debt rescheduling, and debt deferrals. Consists of interest capitalization by commercial banks, according to the London Club
agreement, and debt reschedulings from uninsured suppliers and non-Paris Club creditors. Debt relief from the Paris Club rescheduling amounted
to about $4.5 billion a year on average in the period 1997-99, due mainly to the rescheduling of principal payments due.

5/ Excludes payments on short-term debt. )
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- MR. M. CROSS
March 23, 1998
; Dear Sir,
o
>
m - .
o I take this occasion to inform you that my tenure as the First Deputy

Chairman of the Government of the Russian Federation concluded as of March

23, 1998. The past year of my work in the Government was one of the most

hard and critical for Russia, and I am glad to be awdre of the fact that I also

* have contributed to the positive processes that started in my Counﬁy.

During my tenure at the Government I had the pleasnre to meet };ou on

many occasions. In this relation let me express my sincere appreciation for our

mutual cooperation and hope that friendly ‘and confidential relations established

between us may be developed in the professional and private levels.

Iwish you the best of success in all your endeavours.

Yours sincerely,

Anatoly Chubais
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The Kremlin, Moscow

Mr. Michel Camdessus, Managing Director
International Monetary Fund
Washington, D.C.

Dear Mr. Camdessus:

Over the last three years the Russian Federation has been striving
consistently to overcome the legacy of the previous 70 years in order to
rejoin the international community as a democratic country with an open
market economy. This has not been an easy or smooth path. While we deeply
appreciate the support of our partners, there is no doubt that in the final
analysis it is up to the people and the democratically elected leaders of
Russia to determine the pace of the reforms being carried out and the
associated costs.

Today we are taking a decisive step, which will not only guarantee the
irreversibility of the economic reforms, but will also enable us to achieve
stable, noninflationary growth in the Russian economy. The economic program
for 1995, on which our request for a stand-by loan from the International
Monetary Fund is based, is playing a vital role in implementing these
changes. I wholly support the program and am prepared to use every means
available to me to ensure its success. At the same time, I would like to
stress the critical importance of your support for the efforts we are
making, especially with regard to the opening of markets to Russian goods.
I trust that Russia can count on that assistance.

Sincerely yours,

/s/

B. Yeltsin
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VBaxaeMsiil rocionuH Kamaeccio,

B Teuenue mocneqaux tpex aeT Poccuiickag Oenepalinsa npeqpUHUMaeT
I10CJIe10OBaTCJIBHEIC YCI/IJII/VI 10 IPCOOOIICHUIO HacJienus IIpeablaAyIINX
CEMUMAECITH JIET C TeM, YTOOLI BHOBh BOUTH B MEXAYHAPOLHOE COOBIIECTBO B
KadeCcTBe JEMOKPaTHYECKOH CTpaHbl ¢ OTKPHITOM PEIHOYHOM SKOHOMMKOM. BTO
HEe IIPOCTOM M HE INIAAKWU IyTh. MBI BHICOKO OIICHHBAeM TIOANEPXKKY HaIUMX
IIApTHEPOB, OOHAKO HE BBI3LIBACT COMHCHKﬁ, 9YTO B KOHCYHOM CUCTC PCHICHMUC
BoIipoca O TEMIlax OCY]IICCTBJIFICMBIX npeoGpa3013aHm71 N CBA3AHHLBEIX C HUMHAU
H3IepXKKaX OCTaeTcs 3a HApoAOM W JIeMOKpaTHYecKH  HM30paHHBIM
pykoBoncTBoM Poccuu.

CerogHs MBI JeflaeM pelajolliUii 1IaT, KOTOPEIM He TONBKO TrapaHTUPYeT
HeoOpaTMMOCTh SKOHOMHMYEeCKMX pedhopM, HO M TMO3BOJIET OOECIIEYUTH
YCTOHYMBEIN HCMHQIEINWOHHBIA ~ POCT  DOCCHMCKOM  SKOHOMMKIL.
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EMBASSY OF THE RUSSIAN FEDERATION
2650 WISCONSIN AVE., N.W.
WASHINGTON, D. C. 20007

ORIG: EUR II

CC: MD
MR. FISCHER
MR. OUATTARA

Mr. M.Camdessus MR. NARVEKAR

. . MR. TULIN
Executive Director B
International Monetary Fund PP

MS. R. SAUNDERS

) March 2, 1995

Dear Mr. Camdessus,

As we agreed yesterday during your meeting with Mr. E.Yasin, Minister of Economy
of the Russian Federation, I am enclosing herewith the text of the Address to the
Russian Parliament of the President of the Russian Federation Mr. B.Yeltsin.

020130

With best regards,

Sincerely,
v ) 7
S.Chestnoy

Senior Economic Counselor
Embassy of the Russian Federation
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. YELTSIN-MESSAGE, , E2&00a1, TY9S&

.YELTSIN'S ADDRESS TO FARLIAMENT — FULL TEXT - 1.
+CORRECTED VERSION+
16/; TQSS Q—l

¢ MOSCOW FEBRUARY.-16- TASE -~ )
“““““ ESTEEMED CHAIRMEN OF THE CHAMBERS OF THE FEDERAL ASSEMBLY
ESTEEMED DEFUTIES

A YEAR AGO THE ANNUAL MESSAGE OF THE FRESIDENT TO THE FEDERAL
ASSEMBLY BEGAN OUR JOINT WORK. IT WAS NECESSARY AT THE TIME TO
FIND THE BASIS FOR FROMOTING COOFERATION AND INTERACTION. NOW, A
YEAR LATER, WE CAN SAY: WE SUCCEEDED TO DO THAT. THE CENTRAL IDEA

OF THE FIRST MESSAGE OF THE FRESIDENT TO THE. FEDERAL ASSEMBLY WAS .-

THE STRENGTHENING OF THE STATE AND WON A WIDE SURFRORT IN
PARLIAMENT, IN RUSSIAN SOCIETY.

IN 1994 WE MANAGED TO REFRAIN FROM TURNING THE CONSTITUTION
INTO AN OBJECT OF FOLITICAL STRUGGLE. TRADITIONS WHICH WERE NEW
FOR RUSSIAN FOLITICS BEGAN TO AFRFEAR. THE MECHANISHMS OF
INTERACTION BETWEEN THE FRESIDENT, THE FEDERATION COUNCIL, THE
STATE DUMA AND THE GOVERNMENT BEGAM TO WORK.

RUSSIAN SOCIETY DID NOT EMBARK ON THE FATH OF FOLITICAL
EXTREMISM. THE MAJOR FART OF THE POLITICAL FORCES OF THE COUNTRY,
OF THEIR LEADERS DISTANCED THEMSELVES FROM EXTREMIST SLOGANS AND
FREFERRED LAWFUL, PEACEFUL MEANS OF FOLITICAL STRUGGLE.

IN 1994 THE SUFFORT TO SLOGANS AROUT SECESSION OF THAT OR
ANOTHER TERRITORY FROM THE RUSSIAN FEDERATION CONSIDERABLY
WEAKENED. ILLUSIONS THAT IT 1S fFOSSIBLE TO SOLVE ONE'S FROBLEMS
IN SUCH A WAY DISAFFPEARED.

THANKS TO JOINT EFFORTS, THE STAND-OFF BETWEEN THE LEGISLATIVE
ANMD EXECUTIVE AUTHORITIES IN RUSSIA, WHICH HAS BEEN THE MAIN
THREAT TO THE COUNTRY IN THE FIRST YEARS OF REFORMS, HAS CEASED
TO EXIST IN GENERAL. .

I BELIEVE IT NECESSARY TO RESOLUTELY STATE TODAY THAT ONCE
HARNESSED INTO ONE CART YOU HAVE TO FULL IT TOGETHER. WE ALL HAVE
TO WORK AS LONG AS IT 18 FIXED BY THE CONSTITUTION AND BE READY
TO HOLD NEW ELECTIONS OF THE STATE DUMA AND THE FRESIDENT IN
TIME. SUCH IS MY FOSITION. SUCH IS OUR COMMON DUTY REFORE THE
VOTERS.

I THANK CHAIRMAN OF THE FEDERATION COUNCIL VLADIMIR SHUMEIKO,
CHAIRMAN OF THE STATE DUMA IVAN RYBKIN, CHAIRMEM OF COMMITTEES,
FACTION LEADERS, 'DEFUTIES FOR THEIR EFFORTS TO FROMOTE A DIARLOGUE
BETWEEN FEDERAL AUTHORITIES. THERE WAS AND, FROBABLY, WILL BE
HERTED DEBATE, TOUGH DISCUSSIONS. HOWEVER, IN THE MOST ACUTE

' MOMENTS REASON AND RESFONSIBILITY FOR THE FATE OF THE MOTHERLAND

DOMINATED.

IT IS TO BE ADMITTED THAT NOT ALL TASKS SET IN THE LAST YEAR
MESSAGE WERE FULFILLED.

THE LEGISLATIVE BASE STILL CONSIDERABLY LAGS BEHIND THE NEEDS
OF MODERN RUSSIA. WE HAVE MADE LITTLE FROGRESS IN THE ANTI-CRIME
FIGHT. WHILE SOLVING ECONOMIC FROBLEMS WE FAILED TO USE THE
FAVOURABLE ECONOMIC SITUATION WHICH EMERGED LAST SUMMER.

AND ONE MORE THING WHICH I MUST SAY. WE FAILED TO ENSURE A
FEACEFUL COURSE OF TRANSFORMATIONS ON THE WHOLE TERRITORY OF THE
COUNTRY. THE FIRE OF AN ARMED MUTINY HAS NOT BEEN YET
EXTINGUISHED IN THE CHECHEN REFPURBLLIC. RUSSIAN SOLDIERS FULFIL
THEIR DUTY IN THE MOST DIFFICULT CONDITIONS THERE, FEORLE ARE
STILL DYING AND SUFFERING THERE.

MORE
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SEVERAL YEARS AGO RUSSIA MARE ITS CHOICE IN FAVOUR OF
DEMOCRACY AND MARKET REFORMS. WE ARE NOW TRYING TO COVER WITHIN A
RELATIVELY SHORT RERIOD OF TIME THE FATH, WHICH TOOK OTHER
COUNTRIES CENTURIES TO TRAVERSE.

HISTORY FUT US IN A COMRLICATED SITUATION. ON THE ONE HAND,
THERE IS THE ETERNAL LOVE OF THE RUSSIANS FOR THEIR MOTHERLAND,
ON THE OTHER HAND, THERE IS THEIR NON-ACCERTANCE OF THE YOKE OF
THE CALLOUS STATE MACHINE, WHICH HAS BEEN MANGLING THE LIFE OF
THE FEOFLE FOR CENTURIES. THE OVERCOMING OF THE TOTALITARIAN YOKE
DID NOT EARSE SOCIETY'S ALIENATION FROM AUTHORITIES. ON THE

CONTRARY, THE COUNTRY'S BUREARUCRACY CAME TO FEEL UNCONTROLLED AND _.

TRIED TO SUBJUGATE THE STATE INSTITUTIONS TO ITS SELFISH
INTERESTS. THIS IS THE ROOT OF MANY MISFORTUNES WHICH BEFELL US
IN RECENT YEARS. '

SOLVING THE TASKS OF THE FIRST MESSAGE OF THE FRESIDENT WE GOT
ONVINCED THAT THERE WILL BE MO STRONG STATE WITHOUT AN EFFICIENT
WORK OF ALL INSTITUTIONS OF AUTHORITY. WE SEE THAT THE OLD
TECHNIQUE OF AUTHORITY BASED OM POLITICAL AND IDEOLOGICAL
COERCION STILL REMAINS STRONG, AS WELL AS THE ROLE OF
HAFFENSTANCE, OF SUBJECTIVISM IN ADORTING STATE DECISIONS, HOW
STRONG 15 THE ARBRITRARINESS OF AUTHORITIES IN THE CENTRE AND
REGIONS. IT 15 FOR THAT REASONS THAT WE FROCLAIM AN INCREASED
EFFICIENCY OF THE DEMOCRATIC STATE, AM INCREASED EFFICIENCY OF
ALL OF ITS INSTITUTIONS. ,

THE FOWER IN RUSSIA WILL BE EFFICIENT ONLY WHEN IT BECOMES
OFPEN, UNDERSTANDABLE AND FREDICTABLE, WHEN IT LEARNS TO REACT TO
THE PAINS OF THE FEOPLE, WHEN MODERN TECHNOLOGIES, CULTURE AND
DEMODCRATIC TRADITIONS OF AUTHORITY LEAVE NO ROOM FOR LACKLUSTER
AND NEGLIGENCE. AND FINALLY, WHEN WE MANAGE TO MORILISE THE
GIGANTIC POTENTIAL OF RUSSIAN NATURAL WEALTH AND MANFOWER, THE
FOTENTIAL OF THE FREEDOM WE GAINED. o

THE WHOLE STATE FRACTICE NEEDS A RADICAL TRANMSFORMATION. AND
MOSTLY THE DECISION-DRAFTING AND MAKING FROCESS, THE FERSONNEL
FOLICY. THE TALK 1S AROUT ORSERVING LAWS AND ETHICAL NORMS BY
STATE REFRESENTATIVES, AROUT A RESOLUTE DISMISSAL OF CORRURTED
OFFICIALS.

MANY OF US WERE UNITED AROUND THE GOALS FROCLAIMED IN THE
FIRST MESSAGE. 1T WAS CLEAR TO US WHAT WAS TO BE DONE. BUT NO
MATTER WHAT GOALS FACE SOCIETY, THEIR IMRLEMENTATION DEFENDS ON
THE EFFICIENCY OF THE STATE AUTHORITY. THAT I8 WHY, WITHOUT
DROFFING THE PREVIOUS TASK OF STRENGTHENING THE RUSSIAN STATE ON
THE BASIS OF DEMOCRACY AND LAW, WE HAVE TO BEGIN OILING THE
MECHANISMS OF AUTHORITY. I AR SURE THE G6OSL WILL UNITE US LIKE
THE FREVIOUS ONE DI1D.

- BUCH 1S THE MAIN IDEMA OF THE SECOND MESSAGE OF THE FRESIDENT
TO THE FEDERAL ASSEMBLY WHICH-ALL FARTICIFANTS IN THE MEETING OF
THE CHAMBERS WILL RECEIVE. DURING THE FREFARATION OF THE MESSAGE
FRORPOSALS OF COMMITTEES OF THE FEDERATION COUNCIL AND THE STATE
bumMA, OF FACTIONS, FEDERAL MINISTRIES AND DEPARTHMENTS, COURTS,
REGIONAL AUTHORITIES, FUBLIC AND RELIGIOUS FIGURES, INDEFENDENT
SFECIALISTS AND SCIENTISTS WERE TAKEN INTO CONSIDERATION.

SURELY, NOT ALL FROBLEMS MENTIONED IN THE MESSAGE CAN BE
SOLVED IN A YEAR. BUT I AM SURE THAT EVERY NEW STEF FORWARD WILL
TELL ON THE FEELINGS OF THE FEOFLE, ON THE SITUATION IN RUSSIA.

MORE
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ESTEEMED DEFUTIES

RUSSTIA LIVES IN A.COMFRLICATED TIME WHEN RESOLUTE fAND TOUGH
MEASURES ARE NECESSARY TO NORMALISE LIFE IN THE COUNTRY. BUT THEY
HAVE NOTHING IN COMMON WITH ARBITRARINESS OF AUTHORITIES. TO
CROSS THE LINE BEHIND WHICH ARBRITRARINESS BECOMES A SYSTEM, A WAY
OF LIFE MERANS TO OREN A DIRECT ROAD TO THE ETSABLISHMENT OF R
POLICE REGIME IN RUSSIA. THE STATE BEARS THE MAXIMUM OF.
RESFONSIBILITY SO THAT SUCH TURN OF DEVELOFRMENTS DOES NOT TRKE
FLACE.

THEREFORE, THERE IS NO OTHER MORE IMPORTANT TASK THAM TO
ESTABLISH THE AUTHORITY OF LAW IN OUR COUNTRY. IN DECADES AND
EVEN CENTURIES LAW WAS DISRESFECTED NOT ONLY BY CITIZENS,: BRUT
ALSO BY AUTHORITIES IN RUSSIA. AND TODAY ITS REFPRESENTATIVES
SOMETIMES VIOLATE} LAWS. THAT IS WHY IT IS NECESSARY TO BEGIN
ENHANCING IN ALL WAYS THE MECHANISMS OF EXERCISING FOVWERS IN THE
FRAMEWORK OF LAY, TO ENSURE HIGH LEGAL CULTURE OF THE WHOLE
SOCIETY.

FOR THIS IT 18 NECESSARY, FIRSTLY, TO STRENGTHEN THE JUDICIAL
AUTHORITY. IT IS IN A DEEF CRISIS. HUMILIATING CONDITIONS 1IN
WHICH COURTS WORK REMAIN, A COMFLEX LEGAL BRSE OF THE JUDICIAL
SYSTEM 1S ABSENT. COURTS ARE CRAM-FULL WITH LAWSUITS FROM
THOUSANDS OF FPEOFLE. THERE IS A HUMAN DESTINY IN EACH OF THEM.

THE JUDICIAL AUTHORITY BADLY NEEDS HELF AND SUFPORT FROM THE
LESISLATIVE AND EXECUTIVE AUTHORITIES. LEGAL AND FERSONNEL
FROVISION IS MOSTLY NECESSARY FOR ITS ACTIVITIES.

THERE ARE REMARKS TO THE JUDICIAL CORFS. GREAT CONCERN IS
CAUSED BY THE PRACTICE OF UNJUSTLY MILD SENTENCES AND EVEN
ACQUITTALS OF PERSONS WHO HAD COMMITTED GRAVE CRIMES. FROM ONE
EXTREME, WHEN FROSECUTION DOMINATED, WE JUMFED INTO THE OTHER.
THIS RESULTS IN DOUBLE DETRIMENT: CRIMINALS ESCAFE ONLY WITH A
LIGHT FRIGHT, WHILE LAW ENFORCEMENT FERSONNEL RRE LOSING HEART.

S0 FAR THE FRACTICE OF THE DIRECT ACTION OF THE CONSTITUTION
HAS NOT BEEN MASTERED. THE JUDICIAL AUTHORITY DOES NOT
FRACTICALLY INTERACT WITH OTHER BRANCHES OF RUTHORITY. AND THIS
IS DEMANDED BY THE PRINCIFLE OF DIVISION OF AUTHORITIES.

I STATE WITH SATISFACTION THAT THE CONSTITUTIONAL COURT HAS
BEEN FULLY FORMED IN THE PAST DAYS AND CONGRATULE THE JUDGES AND
NEWLY ELECTED CHAIRMAN V.A. TUMANOV WITH THE BEGINNING OF WORK.

THE JUDICIAL REFORM IS GOING ON VERY SLOWLY. 1995 SHOULD
BECOME A YEAR IN WHICH THE JUDICIAL AUTHORITY WILL RISE. 1
BELIEVE IT TO BE THE FIRST—-PRIORITY TASK OF THE FRESIDENT, THE
GOVERNMENT AND THE FEDERAL ASSEMBLY. :

MANY RUSSIANS STILL DO NOT KNOW HOW TO FROTECT THEIR LAWFUL
INTERESTS IN NEW CONDITIONS - WHERE TO GO, WHO TO ASK FOR HELF,
WHAT IS RISKY AND WHAT IS RELIABLE, WHAT CAN BE DOME AND WHAT
NOT. THEY DO NOT KNOW WHAT ARE THE DBRLIGATIONS OF VARIOUS STATE
BODIES IN THE PROTECTION OF HUMAN RIGHTS. TO HELF FEOPLE ADAFT TO
THE QUICKLY CHANGING CONDITIONS IS THE TASK NOT LESS IMRORTANT
THAN THE CHANGE OF THE CONDITIONS FROFER.

IT IS NOT ALWAYS THAT A CITIZEN CAN RESTORE HIS VIOLATED
RIGHTS. THE REASON FOR THAT IS NOT ONLY THE IMPERFECT LEGISLATIVE
BASE AND DRAWBACKS IN -THEE WORK OF COURTS. FROTECTION OF HUMAN
RIGHTS IS THE OBLIGATION OF ARSOLUTELY ALL STATE AND MUNICIFAL
BODIES. EACH OF THEM MUST FROTECT THE RIGHTS OF CITIZENS IN THE
FRAMEWORK OF THEIR CONSTITUTIONAL TASKS AND BY INHERENT METHODS.

AN INCREASED EFFICIENCY OF AUTHORITY IS INSEFARABLY LINKED TO
THE DEVELORMENT OF A CIVIC SOCIETY IN RUSSIA. LAWS BY THEMSELVES
ARE NOT ENOUGH FOR.ITHAT. IT CAN BE FORMED IF THERE IS} A REAL
INTERACTION OF VARIOUS FUBLIC FORCES, IF THERE 1S A FATIENT
SEARCH FOR MUTUALLY ACCERTAPLE SOLUTIONS.

THE SIGNING OF THE CIVIC ACCORD TREATY BECAME AN EVENT OF
1994. LIFE MADE INFLUENTIAL FORCES IN RUSSIA ACCERT (THE
COMFROMISE. :

IN 1995 THE TREATY SHOULD BECOME A SCHOOL OF CIVi(y SOCIETY IN
WHICH VARIOUS RUBLIC FORCES WOULD STUDY A CONSTRUCTIVE DIALOGUE
WITH ERCH OTHER. IT IS THAT, AND NOT THE NUMBER OF THOSE WHO
SIGNED OR CEDED FROM THE TREATY, WHICH IS ITS MAIN SENSE. ONE OF
THE STUDENTS OF THE SCHOOL 1S THE STRTE WHICH HAS FOR LONG
FORGOTTEN TO SPEAK WITH SOCIETY ON EQUAL GROUNDS.
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EFFICIENT WORK OF A MODERN STATE IS IMPOSSIBLE WITHOUT A
CONIDERARBLE INCREASE OF THE FPROFESSIONALISM IN THE WORK OF STATE
OFFICIALS. IT IS INADMISSIBLE WHENM THAT OR ANOTHER LEADER,
FROCEEDING FROM HIS PARTISAN AMBITIONS, REFUSES TO FULFIL HIS
DIRECT OBLIGATIONS. IT IS8 INADMISSIBLE WHEN OFFICE FOSSIBILITIES
ARE USED FOR SELFISH AIMS.

THIS YEAR STRICT GUARANTEES OF THE RIGHTS.OF STATE OFFICIALS
WILL BE LEGISLATIVELY FIXED, MEASURES TO ENHANCE DISCIRLINE IN
STATE SERVICE ENVISAGED. A STRICT SYSTEM OF LIMITATIONS AND BANS
— FIRSTLY ON COMMERCIAL ACTIVITIES OF OFFICIALS — SHOULD BE
ADOFTED.

THE EFFICIENCY OF STATE AUTHORITY 1S ASSESSED TO A GREAT
DEGREE RY ITS FIGHT AGAINST CRIME. WE HAVE MADE LITTLE FROGRESS
IN THE JOB. A MAJORITY OF RUSSIANS EXFERIENCE AN OFFRESSIVE
FEELING OF UNFROTECTEDNESS REFORE CRIMINALS.

LAST YEAR THE FEDERAL ANTI-CRIME FROGRAMWME WAS AFFROVED. BUT
IT IS FULFILLED ONLY PARTIALLY. AND THE PROBLEM IS NOT ONLY IN
THE LACK OF FIMANCES. IT IS8 NO SECRET THAT THEY SOMETIMES GET
INTO UNWORTHY HANDS. CORRUPTION IN LAW ENFORCEMENT AGENCIES
BECOMES AN EVER BIGGER OBRSTACLE FOR NORMAL- WORK. AS LONG -AS THE
EVIL REMAINS, THERE CAN BE NUO TALK ABOUT ANY SUCCESSES.

MAJOR CRIMINAL COMMUNITIES, THE SO0-CALLED AUTHORITIES OF THE
CRIMINAL WORLD, RACT WITH IMFUNITY AND WITH GROWING IMPUDENCE. LAW
ENFORCEMENT BODIES HAVE ACTUALLY OCCURIED THE ROSITION OF
NON-INTERFERENCE. I BELIEVE 1T TO BE INADMISSIBLE AND SHALL
FROCEED FROM THAT IN ASSESSING THE WORK OF THE LAW ENFORCEMENT
SYSTEM. I HOFE DEFPUTIES OF THE FEDERAL ASBSEMBLY WILL SURFORT SUCH
AN AFRFROACH. '

I THINK THAT EVERYRODY IS CONVINCED THAT NGO WIDELY-ADVERTISED
CAMPAIGNS, CERTAIN ORERATIONS, RAIDS AND OTHER SIMILAR EVENTS
WILL RESULT IN A BREAKTHROUGH IN THE ANTI-CRIME FIGHT.
FAIN-STAKING, ROUTIME AND TENSE WORK IS NECESSARY IN EACH REGION,
EARCH CITY, DISTRICT, STREET AND QUARTERS. FOSITIVE RESULTS AFFEAR
WHERE IT 18 CARRIED OQUT, WHERE MILITIA ACTS TOGETHER WITH THE
FUBLIC.

THE FIGHT AGAINST CRIME DEMANDS AN EARLY CREATION OF THE
CORRESFONDING LEGRL BASE, AS WELL AS A SFECIAL PSYCOLOGICAL
CLIMATE IN THE INSTITUTIONS OF AUTHORITY. 1T I8 INADMISSIBLE, AS
IT SOMETIMES HARFENS, TO RAISE THE BARRIERS OF DERARTMENTAL
SUPERIORITY, TGO COMPETE IN MUTUARL CLAIMS.

THE FUBLIC HAVE BEEN EXFERIENCING OF LATE A GROWING CONCERN
OVER THE SFREAD OF FASCIST IDEOLOGY, FASCIST ORGANISATIONS 1IN
RUSSIA. FOR MANY YEARS RUSSIANS HAD A STRONG IMMUMITY TU FASCISM.
NOW THE IMMUNITY HAS WEAKENED. FASCIST PUBLICATIONS ARE FREELY
CIRCULATING IN THE COUNTRY, AND IT HAFFENS ON THE EVE OF THE SOTH
ANNIVERSARY OF THE VICTORY OVER FASCISM. FEOFLE ASK WHY I8 THE
FROSECUTAOR' S OFFICE INACTIVELY UWORKING, WHERE IS THE FRINCIFLED
FOSITION OF COURTS,;: WHY DO THE STRUCTURES WHICH ARE TO FROTECT
OUR FEOFLE FROM THAT DIRT REMAIN INACTIVE? THE OBLIGATION OF THE
STATE IS TO ENSURE ORDER IN THAT.

MORE
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~IN 1994 THE ECONOMY HAS FASSED A CERTAIN FART OF THE ROAD
MARKED IN THE FIRST MESS5AGE OF THE FRESIDENT. THE AMNNUAL
INFLATION WAS THREE TIMES LOWER THAN IN 1993 AND NEARLY SEVEN
TIMES LOWER THAM IN 199&. FINANCIAL FRECONDITIONS FOR INCREASED
INVESTMENT ACTIVITIES ARFEARED.

THE FIRST STAGE OF THE LARGE~-SCALE PRIVATISATION HAS BREEN
CARRIED QUT IN A SHORT TIME. THE NON-STATE SECTOR, HAVING
FRODUCED 62 FER CENT OF THE GROSS DOMESTIC FRODUCT, BEGAN TO
DOMINATE.

MARKET ECONOMY INFRASTRUCTURE (BANKS, TRADE, FINANCIAL,
_\INSURQNCE COMPANIES) VIGOROUSLY FROGRESSED. THE SECURITIES MARKET -~
“)DEUELOPED INTENSIVELY. THE ECONOMY BECAME MORE OFEN.

IN THE FIRST MESSAGE TO THE FEDERAL ASSEMBLY I INTENTIONALLY
AND ACUTELY RAISED THE ISSUE ABOUT THE SOCIAL FRICE OF ECONOMIC
REFORMS. A YEAR HAS PASSED. THE SOCIAL PRICE OF THE ECONOMIC
FOLICY REMAINS HIGH. .A PROOF OF THAT IS THE NEW FOOR, THE FEOFLE
WHO ARE EMFLOYED, BUT RECEIVE HUMILIATINGLY LOW UWAGES. AND OFTEN
IRREGULARLY.

I BELIEVE THAT THE MRIN REASON FOR LAST YEAR FAILURES 1S THE
LOW EFFICIENCY OF THE STATE AUTHORITY. IT POORLY FELT THE PULSE
OF MARKET ECONOMY ~ROCESSES. 1T OFTEN EITHER FELL BEHIND THEM OR,
ON THE CONTRARY, WAS SLOW WHEN IT WAS NECESSARY TO SFEED UR THE
“TRANSFORMATIONS. THIS DID NOT ALLOW TO FULFIL A MUMEBER OF .
IMFPORTANT DECISIONS AND USE THE RESERVES OF REFORMS TO THE
MAX IMUM.

WE MISCALCULATED THE RECEIFTS OF THE BUDGET AND THE GDUERNMENT
WAS IN THE GRIF OF AN ACCUTE DEFICIT OF FINANCES.

™ 1994 RESULTS ARE CONTRADICTORY. BUT IN GENERAL IT WAS NOT LOST
FOR ECONOMIC REFORM. THE TASK OF 1995 IS 7O FORM THE STARTING
CONDITIONS AND THE -FOTENTIAL OF FUTURE ECONOMIC GROWTH. WE HAVE
TGO BUILD A BRIDGE BETWEEN THE INFLATIONARY FAST AND THE
INVESTMENT FUTURE. .

THE CURRENT YEARR DOES NOT CEDE TO 1992 IN THE COMRLEXITY AND
SCORE OF FROBLEMS. IF CONSIDERABLE EXPERIENCE HAS BEEN
ACCUMULATED IN THE SFHERE OF FINANCIAL AND MONETARY FOLICY, THE
POQTENTIAL OF GROWTH IN CONDITIOMS OF A MARKET ECONOMY IS TO BE
CREATED FRACTICALLY ANEW.

THE MAIN STARTING CONDITIONS ARE THE FINANCIAL STARILISATION
AND THE STRENGTHENING OF THE ROURLE. IF WE FULFIL I7T, THE
CREATION OF THE FOTENTIAL OF ECONOMIC GROWTH WILL BECOME A
REALITY. TWO SERIOUS ATTEMRTS WERE MADE TO CURRB INFLATION IN THE
YEARS OF REFORMS — IN THE FIRST HALF OF 1992 AND IN THE END OF
1993 - THE BEGINNING OF 1994. FOR VARIOUS REASONS THE JOB WAS NOT
IMPFLEMENTED IN FULL. THE THIRD ATTEMRT MUST BE A SUCCESS. THAT IS
WHAT THE RUSSIANS EXFECT FROM US, AS WELL AS FOREIGN FARTNERS,
INCLUDING INTERNATIONAL FINANCIAL ORGANISATIONS.

IT 15 NOT ENOUGH TO ENSURE FINANCIAL STARILISATION. IT IS
NECESSARY TO USE ITS FRUITS. THE FINAL AIM IS NOT ONLY TO
STARILISE FRODUCTION, BUT ALSO TO RAISE ITS EFFICIENCY. THE WAy
TO THAT LIES THROUGH ACTIVE INVESTMENTS. THE WEAK MARKET ECONOMY
STIMULA FOR INVESTMENTS SHOULD BE STRENGTHENED BY VIGOROUS
ACTIVITIES OF THE STATE. 1T 15 NECESSARY TO CREATE A GOOD

INVESTMENT CLIMATE FOR EVERYBODY — BOTH FOR RUSSIAN AND FOREIGN
TNUFSTNARG.
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THE BOVERNMENT AFFROACH TO FOREIGN INVESTMENTS IN 1995 WILL BRE
BASED ON THE DEGREE OF THEIR USEFULNESS FOR FORMING FOTENTIAL FOR
THE GROWTH OF THE RUSSIAN ECONOMY AND THE DEVELOFMENT OF ITS
EXFORT CARABILITIES, ESRECIALLY WHERE SCIENCE-INTENSE FRODUCTS
ARE CONCERNED. THIS IS OUR LONG-TERM NATIONAL INTEREST.

THE SWITCH FROM THE DISTRIBUTION TO THE INVESTMENT STAGE OF
FRIVATISATION MUST FLAY A FOSITIVE ROLE. THE TRASK OF THE 1995
PRIVATISATION FOLICY 1S TO FACILITATE AS MUCH AS ROSSIBLE A RISE
IN THE INVESTMENT ACTIVITY. THE RUSSIAN ECONOMY NEEDS EFFECTIVE
MANAGEMENT OF STATE FROFERTY. THIS AFFLIES ABOVE ALL TO THE
BLOCKS OF SHARES HELD BY THE GOVERNMENT AS STATE FROFERTY.

A STRATEGIC STRUCTURAL MANOEUVRE MUST BEGIN IN 199S. ITS AIM
IS A RELATIVE REDUCTION OF THE RAW MATERIALS SECTOR OF THE
ECONOMY AND AN INCREASE OF THE SHARE OF THE PROCESSING IMNDUSTRY,
PARTICULARLY ITS SCIENCE-INTENSE FORTION, THE SERVICE SFHERE AND
INTELLECTUAL ACTIVITY. THIS WILL ALLOW US WOT ONLY TO ENTER AN
ECONOMIC DEVELOFMENT STAGE BUT ALSO TO GIVE IT A MODERN GUALITY.

THE PRIORITIES OF THE STRUCTURAL ROLICY FOR 1995 ARE AS
FOLLOWS:

~ TECHNOLOGICAL MODERNIZATION OF THE RUSSIAN ECONOMY,

~ CONSOLIDATION OF THE NATIONAL INDUSTRIAL INFRASTRUCTURE,

~ THE DEVELOFMENT OF EXFORTS, FARTICULARLY OF SCIENCE-INTENSE
FRODUCTS. o

THE STRUCTURAL CHANGE WILL BE IMPOSSIBLE WITHOUT RADICAL
CHANGES IN THE GOVERNMENT SUFFORT OF FRODUCTION AT THE FEDERAL
LEVEL AND IN REGIONS. GOVERNMENT SUFFORT WILL BE EXTENDED FIRST
OF ALL TO RUSSIA'S SCIENTIFIC AND TECHNOLOGICAL FOTENTIAL.

ONE OBLIGATORY CONDITION FOR OBTAINING GOVERNMENT SUFFORT IS A
TOUGH CONTROL OVER 1TS RPURFOSE-ORIENTED UTILIZATION AND
RESPONSIBILITY OF THE RECIFIENT FOR ASSUMED OBLIGATIONS.

IT 1S NECESSARY TO FINANCE FULLY THE GOVERNMENT'S DEFENCE
ORDERS. IT IS TIME TO BEGIMN IMFLEMENTATION, AT LONG LAST, OF THE
DECISION TO ESTABLISH FULLY STATE-FINANCED ENTERFRISES. IT IS NO
LESS IMPORTANT TO: LEARN TO USE RATIONALLY RUDGET RESOURCES AND TO
REMEDY OLD STRUCTURAL DISFROFORTIONS IN THE DEFENCE SECTOR. AT

"THE SAME TIME; 1 THINK THE FULFILMENT OF THE DEFENCE BUDGET

AFFROVED BY THE FEDERAL ASSEMRLY 1S A MUST.

WE CANNOT DO WITHOUT GOVERNMENT SUFFORT TO AGRICULTURE. SPRING
FIELD WORK WILL SOON BEGIN IN RUSSIA. 1 ASK THE GOVERMMENT,
REGIONAL AUTHORITIES, BUSINESS FARTNERS OF OUR FARMERS AND
FARMERS THEMSELVES TO DO THEIR BEST TO ENSURE THE SUCCESS DF THE
SFRING SOWING EFFORT.

WE SHALL BE ABLE TO SECURE STRUCTURAL SHIFTS IF WE STRENGTHEN
FINANCIAL DISCIRLINE AND OVYERCOME INTER-ENTERFRISE NON-FAYMENTS.
IN A NUMBER OF CASES NON-FAYMENT HAS BECOME A MECHANISH OF
SERVING THE SELFISH INTERESTS OF SOME ECOMOMIC MANAGERS. AMOTHER
ASPECT OF THE SAME FROBLEM IS THE AFFLICATION OF THE BANKRUFTCY
PROCEDURE TO LOSS-MAKING AND INSOLVENT ENTERPRISES. THESE ARE
ACUTE FROBLEMS. AND BECAUSE OF THIS, I MUST sSAY THAT THE
GOVERNMENT COMMISSION FOR NON-FAYMENTS 1S WORKING
UNSATISFACTORILY SO FAR.

FINANCIAL DISCIFLINE IS TO BE STRENGTHENED AT ALL LEVELS OF
FOWER. LET US AGREE AS FOLLOWS: NO ONE - EITHER THE FEDERAL
ASSEMBLY, OR THE GOVERNMENT, OR THE FRESIDENT - IS ENTITLED TO
MAKE DECISIONS WHICH UNDERMINE THE BUDGET AND BOOST INFLATION.

THE FROBLEM OF TAXES IS VERY COMFLICATED. I SAID EVERYTHING I
HAD TO SAY ON THIS SCORE IN MY LAST YEAR'S MESSAGE. THE
GOVERNMENT UNDERESTIMATED THE IMPORTANCE OF THIS QUESTIOM. THIS
YEAR, I7T WILL HAVE TO MAKE UF FOR THE LOSSES.

IN 1995, WE SHALL CONTINUE OUR FOLICY OF INTEGRATING OUR
ECONOMY INTO THE WORLD ECONOMY. THE MAIN THING NOW IS TO SECURE
RELIABLE FROTECTION OF THE DOMESTIC MARKET FRIMARILY WITH THE
HELF OF ECONOMIC METHODS. THIS WILL BE A TACTICAL MANDEUVRE. IT
WILL NOT CONTRADICT THE STRATEGIC FOLICY OF GRADUALLY REDUCING
THE CUSTOMS TARIFF RATES FOR IMFORTED GOODS.

MORE

TASS-02~16 Q622EST (



HQJ9UMUSQOY W YELTSIN-ADDLRESS EZR2o0ool 0Z2-16 0675
YELTSIN-ADDRESS, , EZz0Q001, UBQ&RO

. YELTSIN'S ADDRESS TO FARLIAMENT - FULL TEXT - 7.
+CORRECTED VERSION+

DURING THE FIRST REFORM YEARS, THE TASK UWAS TO CREATE MARKET
MECHANISMS AND A NEW SYSTEM OF SOCIAL FPROTECTION OF DOUR CITIZENS.
WHILE CONTINUING TO ACCOMFLISH THAT TASK, WE HAVE TO MOVE ON. WE
MUST NOW SECURE THEIR EFFECTIVE OFERATION. FOR THIS REASON, OUR
FRIORITY NOW IS TO FILL THE ECONOMIC AND SOCIAL RIGHTS OF MAN
WITH REAL SUBSTANCE AND REMOVE ALL FETTERS FROM THE CREATIVE

ENERGY OF THE ENTITIES OPERATING ON THE MARKET.

1995 MUST BECOME A YEAR OF FILLING ECONOMIC REFORMS HITH
SOCIAL SURSTANCE.

MAJOR CORRECTIVES WILL BE MQDE IN THE BUDGET PFHILOSOFHY AT
THE FEDERAL AND REGIONAL LEVELS. THIS MEANS, FIRST OF ALL, THAT
STATE MINIMUM STANDARDS WILL BE WORKED OUT FOR THE BASIC INDICES
OF THE LEVEL OF LIVING, AND THE SPENDING ON SCIENCE, CULTURE,
EDUCATION, HEALTH SERVICES AND THE ENVIRONMENT. THESE STANDARDS
MUST BECOME MANDATORY.

THE PROCESS OF FORMING:'A CLASS OF REAL UHNERS IS IMFEDED BY
THE WEAK PROTECTION OF THE RIGHTS OF OWNERSHIP, FIRST OF ALL,
THOSE ACRUIRED IN THE COURSE OF FRIVATISATION. WE MEED GUARANTEES
OF THE RIGHT TO FPRIVATELY UWN REAL ESTATE, OF THE RIGHTS OF
CREDITORS TO MORTGAGED FROFPERTY, AND THE RIGHTS OF THE HOLDERS
OF SHARES AND OTHER SECURITIES.

IT MUST BE ADMITTED THAT THE RIGHTS OF CITIZENS HAVE FOUND
THEMSELVES UNDER SERIOUS THREAT EXACTLY ON THE SECURITIES MARKET.

THE STATE 1S OBLIGED TO ASYUME THE RESFONSIBILITY FOR PROTECTING
THE PORULATION AGAINST SCHEMING ENTREFRENEURS.

MUCH WILL HAVE TO BE DONE .IN 1995 TO ENSURE IN REAL TERMS THE
RIGHT TO ADEQUATE REMUNERATICH FOR WORK AND TO PROTECTION FROM
UNEMPLOYMENT. THE FORECASTED EXFLOSIVE GROWTH OF UNEMFLOYMENT
FAILED TO MATERIALIZE AGAIN. BUT THE TIME GIVEN THE GOVERNMENT
FOR TAKING PREVENTIVE MEASURES RGAINST UNEMFLOYMENT 1S COMING TO
AN END.

THE FRESENT SITUATION IS CLEARLY ABNORMAL - THE FRICES OF
G00ODS ARE CLOSE TO THOSE ON THE WORLD MARKET, WHILE THE FRICE OF
LAROUR IS MUCH LOWER THAN THAT ON THE WORLD MARKET. CHEAFR LABROUR
CANNOT BE EFFECTIVE. NO NEW RESTRICTIONS SHOULD BE IMFOSED ON
EARNINGS, AND THOSE THAT EXIST WILL BE GRADUALLY REDUCED.

THE CONSTITUTIONAL FROVISION FOR MINIMAL WAGES MUST BE
HONDURED AT ENTERFP*RISES REGARDLESS OF THE FORM OF OWNERSHIF. OF
COURSE, DECISIONS ON RAISING MINIMAL WAGES MUST BE MADE
RESPDNSIBLY FROCEEDING FROM THE BUDGET CARACITY.

ONE OF THE ILLS OF THE FIRST REFORM YEARS WAS MASS-SCALE
FRACTICE OF DELAYING THE FAYMENT OF WAGES. THAT WAS A GROSS
VIOLATION OF MAN'S INALIENABRLE RIGHTS. THE RECENT STRIKES OF
MINERS REMINDED US AGAIN THAT TOUGH LEGISLATIVE MEASURES ARE
NEEDED IN THIS SFHERE.

I SHALL NAME ANOTHER SOCIAL FROBLEM: THE RESTORATION AND
FROTECTION OF INDIVIDUAL SAVINGS AGAINST INIFLATION. 1HW 19935, WE
SHALL MOVE AHEAD ALONG TWO LINES.

FIRSTLY — TO DRAFT AND BEGIN IMFLEMENTING THE FROGRAMME OIF
RESTORING INDIVIDUAL SAVINGS.

SECDNDLY ~ TO CREATE A SFECIAL INSURANCE HECHANISH DESIGNED
TO PROTECT INVESTORS AGAINST THE RISHK OF LUOSING MONEY. THE
GOVERNMENT AND THE CENTRAL BANK HAVE NO RIGHT TO WEAKEN THEIR
CONTROL OVER THE ACTIVITY OF COMMERCIAL STRUCTURES WHICH ATTRACT
FINANCES CITIZENS. I WILL SAY MORE: THEIR CONTROL MUST BE TOUGH.

I HAVE LISTED ONLY SOME OF THE ECONOMIC FROBLENMS MENTIONED IN
THE MESSAGE TO THE FEDERAL ASSEMBLY. REAL FROGRESS IM THEIR ]
IMPLEMENTATION SHOULD BECOME THE 1HOST IMPFORTANT INDICATOR OF THE
EFFICIENCY OF THE RUSSIAN STATE OWER IN 19985,

MORE
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ESTEEMED DERUTIES

RUSSIA WILL BE UNABLE TO PULL OUT OF THE ECONOMIC AND
INTELLECTUAL CRISIS AS LONG AS THE DEVELOFMENT OF CULTURE REMAINS
A SECOND-RATE CONCERN FOR THE STATE. ‘

ONE OF THE ACHIEVEMENTS OF RECENT YEARS WAS FLURALISM IN
CULTURE, FREEDOM TO CHOOSE FROM AMONG CULTURAL VALUES. BUT
SOCIETY IS NOT INDIFFERENT TO WHAT KIND OF CULTURE WILL SHARPE OUR
YOUNGER GENERATION.

THE STATE IS A GUARANTOR OF INTELLECTUAL PLURALISM. BUT IT HAS
QWO RIGHT TO BE EQUIDISTANT FROM ALL THE VARIOUS PHENOMENA OF OUR
~zULTURAL LIFE. THOSE AMONG THEM WHICH FORM THE INDIVIDUAL'S RICH

SFPIRITUAL WORLD NEED THE GOVERNMENT'S PROTECTION AND PATROMAGE.
THEY MUST BE ACCORDED MOST FAVOURED TREATMENT, INCLUDING IN
TELEVISION AND RADIO BROADCASTING. FROBLEMS HEAR ARISE NOT ONLY
FROM A SHORTAGE OF MEANS. WE NEED A WELL-THOUGHT-OUT CULTURAL
FOLICY. WITHOUT SUCH A POLICY, NO MONETARY INFUSIONS CAN BRING
AROUT THE DESIRED EFFECT.

HERE ARE THE FROBLEMS WHICH WE MUST BEGIN TO SOLVE IN 199G.

IT I8 NECESSARY TO WORK OUT A GRADED SYSTEM OF TAXATION OF
THOSE ENTERFRISES AND FIRMS WHICH INVEST FART OF THEIR FROFITS IN
THE DEVELORPMENT OF RUSSIAN CULTURE. THIS AFFPROACH IS NEEDED TO
SUFFORT THE PUBLICATIONS OF SOCIALLY-MEANINGFUL LITERATURE,
DOMESTIC CINEMATOGRAM{Y, ETC. WHILE FROMOTING THE DEVELORMENT OF
PUBLIC AND FRIVATE INITIATIVE IN THE SFHERES OF EDUCTION AND
CUILTURE, THE STATE CANNOT AGREE TO A BLANKET PRIVATISATION OF
THESE SFHERES.

:) LAST YEAR, WE ADORTED AND REGAN TO IMFLEMENT A FROGRAMME
CALLED +CHILDREN OF RUSSIA+. AN EFFECTIVE AND REALISTIC NATIONAL
FROGRAMME +RUSSIA'S YOUNGER GENERATION+ MUST BECOME THE NEXT STER
IN THIS DIRECTION. I THINK THIS WORK SHOULD BE ENTRUSTED TO
GIFTED TEACHERS AND {SCHOLARS. WE HAVE SUCH IN RUSSIA.

SUFPORT OF GIFTED CHILDREN IS A TRADITION IN RUSSIA. THIS IS
WHY, ALONG WITH THE) DEVELOFMENT OF FAID SERVICES, IT IS NECESSARY
TO DEVELOR FREE (OR TOKEMN-FEE FAYING) OUT--0OF-SCHOOL INSTRUCTION
AND TRAINING OF CHILDREN. I HMEAN MUSIC, ART, SFORT AND OTHER
SCHOOLS, INTEREST GROUFS AND COLILLECTIVES OF CHILDREN.,

THE SHRAFING OF THE YOUNGER GENERATION'S MENTAL MAKE-UR AND
MORAL FRINCIFLES MUST BECOME THE MAIN TASK OF RUSSIA’S SECONDARY
AND HIGHER SCHOOLS. HUMANITARIAN EDUCATION OF SCHOOLCHILDREMN AND
STUDENTS MUST BE CONSIDERABLY IMEROVED IN STATE-RUN AND FRIVATE
EDUCATIONAL ESTARLISHMENTS.

* * *



* * ¥*

THE RUSSIAN MASS MEDIA ARE A QUESTION AFART. OVER THE FAST FEW
YEARS, THEY HAVE BECOME A FOWERFUL MECHANISM OF DEFENCE OF
DEMOCRACY, WHICH IS A NOT AN HONORARY TITLE BUT A HEAVY BURDEN TO
CARRY. ONLY THOSE WILL CORFE WHO ARE ABLE TO REALISE THE HUGE
RESFONSIBILITY WHICH EVOLVES TO JOURNALISTS AT FRESENT.

NATURALLY, THE RUSSIAN AUTHORITY 1S OMLY LEARMING TO EXIST IN
CONDITIONS OF FREEDOM DF EXPRESSION. ITS FATIENCE SOMETIMES RUNS
SHORT. SOME PEOFLE PREFER TO I1SSUE COMMANDS AND BRING DIRECT
FRESSURE TO BEAR ON JOURNALISTS.

BUT I WOULD FOINT TO THE OTHER SIDE AND SFEAK AROUT WHAT THE
MEDIA SOMETIMES FEELI FREE TO DO. THE MEDIA SOMETIMES VIOLATE THE
LEGAL FRAMEWORK. TO MY DEEFR REGRET, WORDS WHICH IN THE PAST HIT
THE EYE ONLY IF SCRIBBLED ON WALLS CAN NOW BE USED IN HEADLINES
IN NATIONAL NEWSFARERS. 1T IS IMROSSIBLE TO AGREE TO THE ATTEMPTS
MADE BRY SOME FUBLICATIONS TO TURN THE FREEDOM OF MASS INFORMATION
INTO A FREEDOM FROM OBLIGATIONS BEFORE SOCIETY.

THE CONSTITUTIONAL PRINCIFLE OF THE FREEDOM OF THE MASS MEDIA
IS INVIOLABLE. DEMOCRATIC SOCIETY AND RUSSIA'S STATE CANNOT EXIST
WITHOUT IT. OFENNESS OF INFORMATION MUST FORM THE CORE OF THE
STATE POLICY IN THE FIELD OF THE MRSS MEDIA.

AT THE SAME TIME, THE GOVERNMENT INFORMATION FOLICY MUST
FROMOTE CREATINE FRINCIFLES ANMD LAY BARE THE TRUE AIMS AND
MOTIVES OF THE ACTIVITY OF ALL BRANCHES OF FOWER. I BELIEVE THAT
THIS IS8 THE ROSITIDN SHARED BY MOST RUSSIAN JOURNALISTS. THEIR
VOCATION IS TO SERVE RUSSIA'S SFIRITUAL AND MORAL RENAISSANCE AND
TO SUFPORT ALL USEFUL AND FROGRESSIVE INITIATIVES. AS IT 1S,
JOURNALISTS SEEM TO BE OBLIVIOUS OF THE WHOLE OF RUSSIA FROM THE
BALTICS TO THE PACIFIC, WITH THE EXCEPTION OF  MOSCOW AMND
CHECHNYA.

I WANT TO EXFRESS MY FERSONAL OFINION. I AM FREFARED TO FUT UR
WITH THE MOST RIGUROUS CRITICISM OF STATESMEN AND ESTABLISHMENTS.
BUT CRITICISM SHOULD NOT TURM INTO MOCKERY OF THE STATE. 1 AM
FREFPARED TO PUT UFP WITH THE MOST RIGOROUS CRITICISM OF OUR FOWER
METHODS IN CHECHNYA. BUT I SHALL NEVER AGREE WHEN COWARDNESS AND
NON-FULFILMENT OF THE OATH ARE POSED FOR TOR VALOUR. I AM READY
TO REACT TO THE TOUGHEST CRITICISM OF OUR POLICY, BUT IT MUST NOT
CALL INTO QUESTION THE COUNTRY'S INTEGRITY AMD CROSS THE LINE
BEHIND WHICH RUSSIA'S DISINTEGRATION BEGINS.

AND ANOTHER THING. IT HAS BECOME FASHIONABLE LATELY TO FRICTURE
THE FRESIDENT AS SOMEONE WHO FERSECUTES THE FRESS. 1 SHALL SAY
THIS FRANKLY: ATTEMRTS HAVE BEEN MADE TO USE THE FRESIDENT TO PUT
THE FRESS INTO A STRAIT-JACKET. THOSE ATTEMRTS FAILED AND WILL
FAIL. ALTHOUGH IT IS NOT EASY TO COUNTERACT SUCH ACTIONS. IF WE
REALLY WANT TO FRESERVE THE SHOOTS OF FREEDOM WHICH HAVE ALREADY
SPROUTED IN RUSS1A'S SEVERE CLIMATE, LET US ACT TOGETHER.

MORE
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ESTEEMED DEFUTIES OF THE FEDERATION COUNCIL AND THE STATE DUMA

THE SOVEREINGTY OF THE RUSSIAN STATE COVERS AN IMMENSE
TERRITORY. IT INVOLVES NUMEROUS FEOFLES. THAT 1S WHY THE FUTURE
OF RUSSIA IS IN FEDERALISM. THIS IS THE BEST WAY TO UNITE THE
STATE.

WE AGREED TO A CONSIDERARBLE EXPANSION OF THE RIGHTS OF
REFUBLICS, TERRITORIES, REGIONS AND AUTONOMIES. MATURALLY, WITHIN
THE FRAMEWORK OF THE CONSTITUTION. THIS IS OUR FRIMCIFLED
FOSITION. BUT IT IS IMRORTANT THAT THE REGIONS FRESERVE THE
FEELING OF REALITY AND URNDERSTAND THAT THEIR FOSSIRILITIES ARE
NOT LIMITLESS. LAST YEAR TREATIES WERE SIGNED WITH TATARSTAM,
BASHKORTOSTAN AND KABARDINO-BALKARIA. TIME SHOWED THAT IN THAT
FERIOD THE TREATIES HELFED REGULATE RELATIONS WITH THE SURJECTS
OF THE FEDERATION.

WE HAVE ACCUMULATED CONSIDERARBLE EXPERIENCE IN IMFRLEMENTING
THE REGIONAL POLICY. 1994 BECAME THE YEAR WHEN THE RUSSIAN BUDGET
FEDERALISM WAS BRORN. AS A RESULT BUDGET INDERPENDERNCE AND
RESFONGIBILITY OF THE SUBJECTS OF THE FEDERATION IMCREASED. WE
SUCCEEDED TO DROF TENSIONS IN INTER-BUDGET RELATIONS TO A CERTAIN
EXTENT. IN 1995 IT IS NECESSARY TO OIL THE NEW MECHANISM OF
BUDGET RELATIONS AND SFREAD IT TO ALL THE SUBJECTS® OF THE
FEDERATION.

A SFECIAL FEDERAL FPROGRAMME OW DEFRESSION REGIONS WHERE THE
SITUATION IS WORSE THAN IN OTHERS IS EXTREMELY NECESSARY. THE
WORK ON IT WAS INTENSIVELY CARRIED OUT IN THE PFAST YEAR. IN 1995
IT SHOULD BE ADORTED.

SURJECTS OF THE FEDERATION ARE DRAFTING THEIR CHARTERS AND
CONSTITUTIONS. THIS IS A FOSITIVE PROCESS, BUT ONE SHOULD NOT
FORGET THAT A CITIZEN SHOULD FEEL WELL-FROTECTED BY THE
CONSTITUTION OF THE RUSSIAN FEDERATION ON ANY TERRITORY OF THE
COUNTRY. LEGISLATIVE WORK OF SUBJECTS OF THE FEDERATION SHOULD
NOT UNDERMINE THE UNITY OF THE RUSSIAN LEGAL SFACE.

IT 1Is IMPOSSIBLE TO ORGAMISE LIFE IN SUCH AN IMMENSE COUNTRY
AS RUSSIA WITHOUT SELF-GOVERNMENT. SO FAR IT HAS BEEN CONNIVED
THAT LDCAL SELF-GOVERNMENT, RELATIONS BETWEEN REGIONAL AND
MUNICIFAL AUTHORITIES ARE THE BUSINESS OF THE SUBRJECTS OF THE
FEDERATION. SUCH A TREND IN THE FOLICY SHOULD BE OVERCOME.

UNFORTUNATELY, THE DRAFT FEDERAL FROGRAMME OF STATE SURFORT TO
LOCAL SELF~GOVERNMENT HAS BEENW WANDERING FROM ONE MINISTRY TO
ANOTHER FOR MORE THAN A YEAR. IN 1995 THE GOVERMMENT SHOULD
AFFROVE THE DOCUMENT.

SPECIAL ATTENTION SHOULD BRE FAID TO OUR CITIZENS AND
COMPATRIOTS LIVING IN THE NEAR ABROAD. USING ALL LAWFUL MEANS,
THE RUSSIAN LEADERSHIF WILL CONTINUE TO PROTECT EQUAL FPARTMERSHIF
RELATIONS OF OUR COMPATRIOTS IN NEWLY INDEFENDENT STATES.

WE MUST FROTECT THE RIGHTS OF REFUGEES AND MIGRANTS. THE TASK
OF LEGISLATIVE BODIES AND THE GOVERNMENT IS TO ENBURE THEIR
RECERTION AND SETTLEMENT.

SFEAKING ON FEDERATIVE RELATIONS I BELIEVE IT NECESSARY TO
FOCUS ON THE CHECHEN FROBI-EM.

MORE
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THE LATEST EVENTS IN CHECHNYA REFLECT ALL FROBLEMS OF MODERN
RUSSIA. - .

FOR A LONG TIME WE COULD NOT GET DOWN TO SOLVING THE CHECHEN
FROBLEM, RUSSIAN SOCIETY WAS AS IF REFENTING FOR THE IMFPERIAL
FAST OF THE STATE AND FEARED THAT IT WOULD BE UNDERSTOOD IN THE
WRONG WAY. THE AFGHAN SYRNDROME AND THE FROTRACTED STAND-OFF
BETWEEN AUTHORITIES OF RUSSIA ALS0 HAD AN IMPACT. THESE ARE ALL
DEER-ROOTED REASONS WHICH DELAYED THE SETTLEMENT OF THE CHECHEN
FROBLEM FOR S0 LONG.

BUT THERE WAS ALSO ANOTHER THING - WHAT WAS HAFFENING IN
CHECHNYA WAS UNDERESTIMATED. AT ALL LEVELS OF AUTHORITY.

WE SHALL CALL A SFADE A SPADE: IN ONE OF THE RUSSIAN REGIONS -
ON THE TERRITORY OF THE CHECHEN REFPUBLIC A REAL DICTATORSHIR WAS
ESTABLISHED AS A RESULT OF AN ARMED MUTINY.

ILLEGAL ARMED FORCES, WELL TRAINED, EGQUIFFED AND ORGANISED,
WERE ACTUALLY CREATED THERE.

THE REGIME IN CHECHNYA HMADE THE CRIMINAL BUSINESS ITS MAIN
JOB., CRIMINAL ACTIVITIES RBRECAME THE MAIN SOURCE OF ITS REVENUES
AND THE MAIN GOAL OF I1ITS EXISTENCE.

THE MERGING OF THE CRIMINAL WORLD AND AUTHORITIES, WHICH
FOLITICIANS AND JOURNALISTS CONSTANTLY QUALIFIED AS THE MAIN
THREAT TO RUSSIA, BECAME A REALITY IN CHECHNYA. IT WAS A TEST
GROUND FOR FREFARATION AND SFREAD OF CRIMINAL FOWER ACROSS
RUSSIA. IF WE DO NOT WANT THE CHECHEM DEVELOFMENTS TO REPEAT, WE
MUST NOT ALLOW THE ESTABLISHMENT IN ANY FART OF RUSSIRA OF '
REGIONAL DICTATORSHIRS, 1THE USURRING OF POWER AND SO ON.

WeE HAVE BEEN FOR TOO LONG CHERISHING THE HORE THAT THE
SITUATION WILL BE SETTLED RY ITSELF, THAT A COMFROMISE WAS
FDSSIBLE. THIS WAS A FATAL MISTAKE. SUCH ARSCESSES LIKE THE
MEDELLIN CARTEL IN COLUMBIA, THE +GOLDEN TRIANGLE+ IN SOUTH-ERST
ASIA AND THE CRIMINAL DICTATORSHIF IN CHECHNYA DO NOT RESOLVE RY
THEMSELVES.

TO FRESERVE ITS SOVEREIGNTY, INDEFENDENCE AND INTEGRITY THE
STATE CAN AND MUST USE THE FQRCE OF AUTHORITY. BUT OUR STATE
TURNED OUT TO BE UNFREFARED FOR EFFICIENT FOUWER ACTIONS. THIS IS
THE REASON FOR LOSSES. THIS IS THE ROOT OF HUMAN RIGHTS
VIOLATIONS IN THE COURSE OF COMBAT ACTIVITIES.

WE ALL HAVE TO LEARN LESSONS FROM THE DRAMATIC DEVELOFMENTS.
AND IF WE SERIQUSLY INTEND TO DO THAT, WE SHOULD NOT DO IT
STRAIGHT FROM THE SHOULDER. WE HAVE TO ANALYSE ALL ASFECTS OF THE
CHECHEN ANOMALY TOGETHER, TO ANALYSE THE ACTIVITIES OF ALL BRODIES
OF AUTHORITY IN RESTORING THE CONSTITUTIONAL LAWFULNESS 1IN
CHECHNYA. ONLY ON THAT BASIS SHOULD DECISIONS BRE ADOFTED.

ANDTHER THING IS ALSO IMPORTAMT. RUSSIA IS GETTIMG RID OF THE
CANCER TUMOUR OF THE GROZNY REGIME DURING THE BEGINMNING OF THE
CREATION OF ITS NEW STATEHOOD, WHILE THE CIVIC SOCIETY HAS NOT
MATURED AND DEMOCRATIC TRADITIONS ARE WEAK. IN THESE CONDITIONS
SOCIETY REFRAINED FROM CHAVIMISTIC AND MILITARY HYSTERIA.
AUTHORITIES HAD ENCUGH FATIENCE NOT TO CUT SHORT THE WAVE OF
CRITICISMGS, TO REMAIN ORPEN BOTH TO THE COUNTRY AMD TO THE OUTSIDE
WORLD. ALL THESE ARE SIGNS OF THE EMERGENCE OF A NORMAL
DEMOCRATIC STATEHDOD. IT HAS FPASSED THE FIRST THE FIRST AND VERY
SEVERE TEST.

MORE
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THE SETTLEMENT OF THE CHECHEN CRISIS 18 NOT LIMITED TO THE USE
OF MILITARY FORCE. VWE SHALL GIVE FPRIORITY MOSTLY TO POLITICAL AND
ECONOMIC METHODS OF SETTLEMENT. IN CHECHNYA LEGITIMATE BODRIES OF
POWER AND LOCAL BELF-GOVERNMENT SHOULD BE RESTORED. WE ARE.
INTERESTED THAT IT HARFENS AS SO0 AS FOSSIBLE. A DECREE HAS
ALLREADY BEEN SIGNED ON ADDITIONAL MEASURES TOQ RESTORE THE ECONOMY
- AND 8s0CIAL SPHERE OF THE CHECHENW REPUBLIC.

- TODAY IT CAM BE OFTEMN MEARD: WE HORED THAT OUR ARMED FORCES
AND INTERIOR TROOFS WERE STRONGER AND MORE EXFERIEMCED, THAT
THEIR COMBAT READINESS WAS HIGHER. THEIR FAILURES, SETBACIKS AND
MISTAKES OF THE COMMAMND ARE A PAINFUL BLOW ON PATRIOCTIC AND CIVIC
FEELINGS, ON THE DIGNITY QF RUSSIANS.

IT IS TO BE ADMITTED THAT THE ARMED FORCES ARE NOT WELL
FREFARED FOR SETTLING CONFLICTS OF LOCAL CHARACTER.

THE LEGAL ARND ORGANISATIOMNAL PECHANISM OF THE USE OF THE ARMED
FORCES AND OTHER POWER STRUCTURES IN CASE OF AN ARMED MUTIMY ON
THE TERRITORY OF THE RUSSIAN FEERATION HAS NOT BEEN CREATED.
INEFFICIENT I8 THE INTERACTION OF THE ARMED FORCES, THE INTERIOR
TROOFS, FRONTIER TROOFS, THE FEDERAL COUNTERINTELLIGENCE SERVICE
AND OTHER PRPOWER STRUCTURES IN SUCH CONFLICTS. o

ALL THIS BECAME A BIG BURDEN ON THE SHOULDERS OF SOLDIERS AMD
OFFICERS FARTICIPATING IN THE SETTLING OF THE CHECHEN CRISIS.

THEY DO HOT SHOOT FROM BREHIND THE BACKS OF WOMEW AND CHILDREN,
THEY DO NOT USE THEM AS N LIVE SHIELD, THEY DO MNOT SET U COMBAT
STRONGHOLDS IN SETTLEMEMTS UMDER THE COVER OF RESIDEMTIAL
BUILDINGS AND HOSFITALS. AN OVERWHELMING MAJORITY OF RUSSIAN
SERVICEMEN DISPFLAYED THEIR BREST MILITARY QUALITIES WHILE
FULFILLING THEIR TASKS. THEREFORE, SFECIAL ATTENTION SHOULD BE
DEVOTED TO THE STRENGTHEMIMG OF THE ARMED FORCES THIS YEAR.

THE GENERAL COMNCLUSIOMN WHICH I MAKE A8 THE SURRENE
COMMANDER-IN-CHIEF, AND RNOT OHNLY FROCEEDING FROM THE CHECHEN
CRISIS SETTLEMENT, IS8 THAT REFORM OF THE ARMED FORCES 1S CARRIED
OUT TOO SLOWLY.

IN 1995 RESCLUTE MEASURES SHOULD RE ADORTED TO REORGANISE THE
ARMED FOREES AND OTHER TROOPRS WITH DUE CONSIDERATION OF THE
EXISTING FROBLEMS OF ENSURIMNG THE NATIONAL SECURITY OF RURSIA,
AND FROCEEDING FROM THE ECOMOMIC AND DEMOGRAFHIC FOSSIBILITIES OF
THE COUNTRY.

IT 18 NECESSARY TO RAISE THEIR TECHMICAL QUTFIT, IMEFROVE THEIR
PROVISION, RAISE THE QPERATIONAL ANMD COMBAT TRAINING TO THE LEVEL
OF MODERN REQUIREPMENTS.

COORDINATION OF DEPFARTHMENTS IN SOLVING THE TASKE OF ENSURING
BOTH LAW AND ORDER WITHIN THE COUNTRY AND THE DEFENCE CAFABRILITY
QF RUSSIA IS TO BE RADICALLY ENHANCED.

THE ORDER OF MANNING TROORS, THE PERSONMNEL FOLICY SHOULD BE
REVISED, A FROFER MOBILISATION READIMESS OF THE COUNMTRY IS TO BE
ENGURED. THE SYXTEM OF MILITARY EDUCATION SHOULD RE FURTHER
IMPROVED. THE REORGAMISATION OF THE DEFENCE IMDUSTRY SHOULD
ACAUIRE A GOAL-QRIENTED CHARACTER.

THE IMPLEMENTATION OF THE FLAMNED MEASURES IN THE SPHERE OF
DEFEMCE WILL BECOME THE BAKXKIS FOR THE CREATIOM OQF M HIGHLY
EFFICIENT ARMY OF THE RUSSIAN FEDERATION WHICH WILL MOT BE
NUMEROUS, DUT WILL BE SUFFICIENTLY MAMMED AND EGUIFPED WITH
MODERN ARMAMENTS AND S50CIALLY PROTECTED.

MORE
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ESTEEMED DEFUTIES u
THE NEW DEMOCRATIC RUSSIA HAS ADVANCED TO THE IMTERMATIONAL
ARENA THREE YEARS AGD. A LOT OF CHANGES HAVE TAKEM PILACE S1MCE
THEN. RUSSIA BECAME AN ACTIVE FARTICIFANT IN THE EFFORTS OF THE
INTERNATIONAL COMMUNITY TO SURRORT FEACE IN VARIOUS HOT SFOTS OF
THE FLANET. _

IN 1994 IN NAFLES THE +BREAT SEVEM+ OF THE LEADING WORLD
FOWERS BEGAM TO GRADUALLY DEVELOR INTO THE +G-81 THANKS TO
RUSSIA. WITH ACTIVE RUSSIAM FARTICIFATION THE CSCE WAS
TRANSFORMED INTO THE ORGAMISATION OM SECURITY ANMD COOFERATION IN
EUROFE. A FULL-SCALE AGREEMENT ON ECONOMIC CODRERATION BETWEEN
THE EUROFEAN UNION AND OUR COUNTRY HAS BEEN SIGNED. THE
CODRERATION OF DUR COUNTRY WITH THE UNITED NATIOMS AMD OTHER
INTERMATIONAL ORGANISATIONS 15 EXFANDING.

A SEARCH FOR EFFICIENT WAYS UF EGUAL CUORERATIGN WITH NATO 18
GOING ON. RUSSIA CONTIMUES THE BRADUAL ELIMINATION OF ARMAMENTS
ACCORDING TO EARLIER CONCLUDED AGREEMENTS ANMD HAS BEGUN TO
RADICALLY REDUCE THE ARWED FORCES. WE EXFRESSED READIMESS TU
FROCEED ALONG THE PATH OF MEASURES OF TRUST AND SECURITY.

WE ARE COMVINCED THAT THE FUTURE (OF OUR CONTINENT AND OF THE
CWHOLE WORLD COMMUNITY I8 IN UNITY, IN IMTEGRATIOM OF THE GIGANTIC
ECONAMIC FQTENTIAL, IN COORDINATION OF POLITICAL EFFORTS. IT IS

ONLY IM THIS WAY THAT IT 1S FOSSIBLE TO OVERCOME THE MUMERQOUS
MIGFORTUNES OF THE MODERM WORLD ~ CIVIL, LOCAL AND REGIOMAL WARS,
SOCIAL INJUSTICE, HUNGER (ND POVERTY OF THE WHOLE FECPLES, DRUB
TRAFFIKING, SMUBGBLING OF WEARDNS, TO SAVE THE EMYIRONMERT.

THE WORLD NEEDS CDOFERATION, THE BASIS OF WHICH IS5 A MUTUAL
RESFECT OF LAWFUL RIGHTS AND IMTERESTS OF STATES, RATHER THAN THE
STRUGGLE OF SELFISH INTERESTS AND THE LOGICS OF IMMMEDIATE
FROFITS AND RUTHLESS COMEETITION. THE MORE 80, IT IS
INADMISSIBLE TO ALLOW NEW SPLITS IN EURORE AND THE WORLID.

SOMETIMES WE CAN HEAR THAT FARTMNERSHIF WITH THE MEW RUSSIA IS
FREMATURE. AS A RULE, BEHIND SUCH STATEMENTS THERE IS THE WISH TO
ELIMINATE A PDTENTIAL COMFETITOR., IF SUCH AMBITIONS DOMINATE IN
THE WEST, THEN THE EFFURTS TO CREATE A NEW, MORE JUST AND SAFER
WORILD ORDER WOULD KE UMDERMIMED. THEN THE HUMANITY WILL MOT STEFR
INTD THE £1ST CENTURY, BUT WILL BE THROWN BACK IMTO THE 19TH
CENTURY.

CHARACTERISTIC IN THIS RESHECT IS THE INTENTICON TO FUSH NATO
TOWARDS EXFANSION TO THE EAST WHICH IS DETRIMENTAL TO
THE JOINT EFFORTS IN -CREATIHNG A NEW MODEL DF GENUINE FAN-EUROIFEAN
SECURITY. WE DO NOT COMCEAL WHAT CONCRETELY DOES MOT SUIT US IN
THIS SCEMARIO AMD WHY RUSS1A IS AGAINST IT.

TODAY THE FROBLEM OF THE TYFE OF MUTUAL RELATIONS OF THE
STATES ON THE EURCREAN CONTINENT IS BEING SOLVED AND FOR A LONG
TIME. OM THE VERY COQHTIMEMT FROM WHICH TWO GLORAL MILITARY
CATASTROFHIES HAD DEFALLEM O THE WORLD. ANMD WE DO NOT WANT
EUROPE AND THE WORLD RETURM TO THE OLD OR NEW DIVISION LINES.

MO RE
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IT IS ALWAYS FOSSIBLE TO FIND A SOLUTION IF BROTH SIDES STRIVE
FOR FARTNERSHIF AND FUTURE COOFERATION. THIS IS OUR CHOICE AND WE
WORK ON IT WITH THE UNITED STATES AND OTHER COUNTRIES. BUT THE
CONSTRUCTION WHICH IS INTENDED TG BRE RBUILT OM RUSSIAN WESTERN
FRONTIERS, WHERE NATO IS HASTILY BEING ADVANCED TO, IS BASED ON
DIFFERENT PRINCIFLES. BY EXFANDING NATO THE WEST ALLEGES THART IT
WANTS TO DEFEND EAST-—-EUROFEAN COUNTRIES FROM THE SO-CALLED +BLACK
THOUGHTS4 OF MOSCOW.

I STATE WITH RESFONSIBILTY: THEY DO NOT EXIST. WITH ALL
CONTRADICTIONS OF THE TRANSITION PERIOD, RUSSIA IS5 ADHERENT TO
THE VALUES OF DEMOCRACY. OQUR WISH TO FARTICIFATE IN THE
CONSTRUCTION OF A NEW WORLD DRDLR TN THE EUROFEAN QND GLOBAL
SCDPE REMQIN“ UNCHQNGLD ‘ : :

[

IN 1995 THE RUSSIAN FOREIGN FOLICY IW FROTECTING THE STATE
INTERESTS SHOULD COMBINE CONSISTENCY AND FIRMNESS WITH
F'.EXIBILITY QND PRQGMQTTSM. .00

o . . . Y ~

RUSSIA DOES NOT INTEND TO CONFRONT WITH ANY INTERMNATIOMAL
+FPOWER CENTRE+. ITS OFPTIMAL STRATEGY IN THE COMING YEARS WILL BE
A STRATEGY OF REALISTIC) FARTHNERSHIF IN ALL AZIMUTHS. WE SHALL
DEVELOF RELATIONS BOTH WITH THE UNITED S5TATES AND THE COUNTRIES
OF EUROCPFE, AS WELL AS CHINA, INDIA, JAFAN, LATIN AMERCIAN STATES,
WITH ALL COUNTRIES OF THE WORLD WHICH ARE READY TO MAINTARIM A
DIALOGUE WITH RUSSIA ON AN EQUAL AND MUTUALLY ADVANTAGECUS BASIG.

RUBSIA WILL CONTINUE TO VIEW ENHANCED RELATIONS WITH THE CIS
STATES AS A FRIORITY. LAST YEAR VARIOUS WAYS OF INTEGRATION OF
OUR STATES WERE PROFOSED. I BELIEVE THE MOST OFTIMAL IS THE WAY
WHICH HAS BEEN ALREADY ACCEFTED IN THE COMMONWEALTH. IT ALLOWS TO
MOVE TOWARDS INTEGRATION IN THE BEST REGIME FOR EACH STATE. THIS
CONCERNS THE SFEED’ OF INTEGRATION AWND ITS LEVEL.

THE CENTRE QF RUSSIAN INTERACTION WITH EUROFEAN STATES IS THE
CREATION OF A SECURITY MECHANISM FOR THE 18T CENTURY. THE MAIN
THING IS THAT NOBODY REMAINS ISOLATED FROM ADOFTING DECISIONS
CONCERNING THE FATE OF EUROFE.

FARTMERSHIF WITH THE UNITED STATES ON THE BASIS OF MUTUALLY
ACCERFTED BALANCE OF INTERESTS 18 A MAJOR DIRECTION OF THE RUSSIAN
FOREIGN FOL.ICY. FIRMLY DEFENDING OUR FOEBITIONS, WE SHALL CONTINUE
TO TRY AND ENHANCE THE SOLID FOTEWNTIAL ACCUMULATED IN THE LAST
YEARS.

WE SHALL BE MORE ACTIVE IN THE FACIFIC DIRECTION IN OUR
FOREIGN POLICY. IT IS8 IMPORTANMT THAT A STABLE CHARACTER OF
RELATIONS WITH THE LEADING COUNTRIES OF THE REGION HAS BEEN
ACQUIRED. _

THE EFFICIENT IMPLEMENTATION OF THE RUSSIAN FOREIGHW OLICY
DEMANDS THE CREATION AT THE RUSSIAN FRESIDEMT OF A STRICT
MECHANISH OF INTER-DEFARTHMENTAL CUOORDINATION IN THE SFHERE. THIS
WILL ALLOW TO CONSISTENTLY IMPLEMENT INTO LLIFE THE FOREIGN FOLICY
INITIATIVES, WILL FROMOTE AN EFFICIENMT DIALOGUE BETWEEN RUSSIA
AMD FOREIGN COUNTRIES
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ESTEEMED DEFUTIES

I THINK IT NECESSARY TO POINT OUT THE MOST IMPORTANT THINGS
WHICH WILL BE THE FOCUS OF MY CONCERN IN 1995. I SHALL WORK TO:

FIRST. UPGRADE THE EFFICIENCY OF THE RUSSIAN GOVERNMENT ON THE
BASIS OF LAW AND DEMOCRATIC FRINCIFLES. CONSOLIDATING GUARANTEES
OF HUMAN RIGHTS AND FREEDOMS. ' :

SECOND. RESTORE FEACE AND QRUIET IN THE CHECHEM REFUBLIC. WE
MUST TRANSFORM THE DESTRUCTIVE ENERGY OF THE CHECHEN CRISIS INTO
FOTENTIAL FOR FORTHCOMING CHANGES IN THE INSTITUTES OF FOWER, IN
THE ARMY, AND IN POLITICAL AND GOVERNMENT FRACTICE.

:> THIRD. MAKE DEEFER THE COUNTRY'S FUBLIC ACCORD.

FOURTH. CONTINUE ECONOMIC REFORM AND FILL IT WITH SOCIAL
SUBRSTANCE.

FIFTH. ACCOMFLISH COURT REFORM.

SIXTH. PREPARE AND HOLD THE ELECTIONS TO THE STATE DUMA IN
DECEMBER 1995 AND THE PRESIDENTIAL ELECTIONS IN JUNE 1996.

AND FINALLY. THIS YERAR MARKS THE SOTH ANNIVERSARY OF THE GREAT
VICTORY. IT IS OUR DUTY TO CELEBRATE THIS ANNIVERSARY IN AN
AFFROFRIATE MANNER AND DEDICATE THIS YEAR TO THE VETERANS OF THE
GREAT FATRIOTIC WAR. ‘

I HORFE THAT THESE EFFORTS WILL RE SUFFORTED BY YOURSELVES,
ESTEEMED DERUTIES, BRY THE GOVERNMENT, PARTIES AND FUBLIC
MOVEMENTS, AS WELL AS BY ALL THOSE WHO HOLD RUSSIA'S FUTURE DEAR.

* T *

i) THE YERR OF 1994 I8 ALREADY FART OF HISTORY. IT WAS A
DIFFICULT YEAR. AND STILL I AM CONFIDENT THAT 1994 WILL GO DOWN
IN PECFLE'S MEMORY AS A YEAR OF UNOBTRUSIVE BUT ACTUALLY TITANIC
WORK OF CITIZENS AIMED AT NORMALISING THE LIFE IN THEIR COUNTRY.

WE WANT A DEMOCRATIC, LAW-GOVERNED SOCIETY TO TAKE FIRM ROOT
IN RUSSIA WITH DUE ACCOUNT OF ETHNIC PECULIARITIES AND TRADITIONS
OF ITS PEORLESG.

WE WANT LAW TO REIGN SUPREME IN OUR COUNTRY AND BE THE. SAME
FOR ALL CITIZENS IRRESFECTIVE OF THEIR SOCIAL STATUS,

WE WANT THE RUSSIAN FEDERATION TO BE AND ALWAYS REMAIN A
SINGLE AND INTEGRAL STATE,

WE WANT SOCIAL FARTNERSHIF TO BE CONSOLIDATED IN RUSSIA AND
FROTECTION OF EVERY CITIZEN'S LIFE, DIGNITY, PRDPERTY AND RIGHTS
TGO BE SECURED.

THESE DBJECTIUES QRE pRDCLQIMED IN THE CDNSTITUTIGN. pu
’ o . ALl TDGETHER NE JHQLL CERTQINLY QTTQIN THLM IT WILL NOT
BE SIMFLE TO ACCOMPLIS WE KEEFR STUMBLING OVER OUR OWN MISTAVES,
BUT WE ARE QCQUIRING PRICELESS EXPERIENCE. <77 - F
o it g, -~ A e— YT - vw x.k{@ S e e o

”~ < - - - -

- -

WE MUST ALL NURTURE. CONFIDENCE IN FUTURE SUCCESS, IN THE

CREATIVE POTENTIAL OF OUR NATIONAL CHARACTER AND ITS WISDOM.
OUR MOTHERLAND DESERVES A HAFFY FUTURE AND SHE WILL HAVE IT.
ITEM ENDS
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Managing Director "MR. OUATTARA
International Monetary Fund MR. NARVEKAR
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Dear Michel,

We both have emphasized consistently to our Russian colleagues the importahce of
the oil and gas sector to three objectives:

. attracting foreign investment and new technology to the
sector to reverse the decline in output;

‘ . increasing export earnings and, thus, external
creditworthiness; and

. - generating revenue by raising the domestic price of
petroleum products.

In pursuit of a satisfactory framework, we have made two loans to oil producing
associations and have worked with the Russian government to develop a legal
framework for the sector, including an investment code and legislation on
production sharing. This legislation has not yet been enacted.

Last June, there was agreement to eliminate export quotas for oil which, in due
course, would have raised the domestic price to the export level. The agreement
was reflected in a decree which, however, was reversed within the week. Our most —
recent discussions have sought to restore the agreement on the elimination of C(:f]
export quotas, and the Government decided to abolish them effective January 1.

But, simultaneously, the Government has decided to establish mandatory domestic
market allocations. From what we know, there is a serious possibility that the level

of the domestic allocations will be substantially above recent and projected domestic
consumption and thus maintain downward pressure on domestic prices.

610

While oil producers may be allowed to export production in excess of their domestic
allocations, the tax treatment of exports and the access to export pipelines are further
causes of concern. A high tax would discourage incremental production for export.
A low tax would encourage arbitrage, corruption and capital flight to take advantage
of the differential between domestic and international prices.
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We also attempted to have access to the pipelines put on a more transparent basis.
~ That would facilitate export liberalization while safeguarding previously granted
investment incentives. This, too; has been rejected.

- If the proposed decrees are implemented, there would be a system which meets
domestic demand at highly subsidized prices, limits exports to keep the domestic
price low, and continues to allocate the rental income of the limited pipeline
capacity administratively. In those circumstances, we will be unable to complete our
discussions on the second Rehabilitation loan. In addition, we will cease the
processing of any further operations in the oil sector, with the possible exception of
assistance to help mitigate the oil leak problem in the Komi area.

I need not tell you how much the continued subsidy of the oil prices costs the
Russian economy. The estimates of capital flight from oil exports is high. At the
same time, the existing producing fields are declining due to lack of funds for
maintenance and repairs and potential export earnings foregone are conservatively
estimated at $10-15 billion annually. And, if the price of petroleum products were at
even 65% of international prices, domestic earnings of the producing associations
and/or tax revenue would increase by about $4 billion annually.

In addition, the interest of 0il companies in further exploration and development
has been weak, despite Russia’s substantial potential resources, due to the price
structure and lack of a permanent acceptable framework investment. The change in
policy being considered, which would alter assurances to the existing joint ventures,
will inhibit further the availability of foreign private investment.

I realize that your colleagues also are struggling with a host of complicated issues on
the stabilization front. But, as we agreed at our recent lunch, the respective issues
we are addressing support the same reform effort and should be treated by us as an

. integrated package. I believe that substantial progress in the oil and gas area is a pre-
requisite to a substantial component of our currently planned lending. Progress can
either take the form of eliminating mandatory domestic oil allocations, which will
gradually drive domestic prices to international levels, or raising through taxation
the domestic price of petroleum products to international levels, or both. Either
action should be accompanied by initial steps to make access to the existing pipelines
available on a non-discriminatory basis. To do otherwise would, in my view, make
resources available to Russia which, consistent with its own policy of moving to a
market economy, it could generate for itself.

Sincerely,

L ees

Lewis T. Preston
President



A0 2w

INTERNATIONAL MONETARY FUND
?\{ WASHINGTON, D.C. 20431 gapaTcHien

N

FAX CENTER IMF FAX Cithinh
Fax # (202) 623-4661 | Tel # QODIT23B262 13 07
MSG. NO. 7f7 DATE October 12, 1994 PAGE 1 OF 6

TO Mr. Lopez-Claros

cc: Mr. Herniandez-Cata
IMF Moscow Office

Russia Team

Moscow, Russian Federation

(7-095) 929-9136

Augusto,

Attached are two letters the FDMD ended up sending (via KK) to
Shokhin and Gerashchenko today. Could you please arrange to

transmit them informally to our friends in the MOF (assuming there
are any left!). Thanks.

Donal
FROM Donal Donovan
EUR II/Russia Division
ROOM NO. 9-525 : EXTENSION 37902 ACCOUNT CODE 07ﬂ0
e

AUTHORIZED BY Donal Donovan

SIGNATURE 2@‘/\
7

IMF-42
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To: Mr. Kagalovsky October 12, 1994

From: Donal Donovanﬁj&g§/

Subject: Letters from the Acting Managing Director

I would greatly appreciate it if you could arrange to
transmit the attached letters from the Acting Managing Director to

Deputy Prime Minister Shokhin and Mr. Gerashchenko.

Attachments

cc: The Acting Managing Director
Mr. Hernandez-Cata
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INTERNATIONAL MONETARY FUND
WASHINGTON, D.C. 2043

CABLE ADDRESS
FIRSY DEPUTY MANAGING DIRECTOR INTERFUND

October 12, 1994

Dear Mr. Shokhin:

I was very pleased to have seen you and your colleagues last week in
Madrid and to have exchanged views on Russia‘s current economic situation
and prospects. I am following with great interest the events in Russia and
would like to take this opportunity to express my concerns about recent
developments in the foreign exchange market and to convey the IMF's views
about. what needs to be done.

First, I understand that the CBR refinance rate has just been increased
substantially. This an appropriate step which is needed to provide a clear
signal of the authorities’ determination to pursue tight monetary policies
and further reduce inflation. This step should be followed by further
adjustments in the refinance rate as required to keep it in line with
interest rates in the interbank market; and tight restraints should be
maintained on credit expansion. Second, in present circumstances 1 do not
believe that continued intervention by the authorities in the foreign
exchange market would succeed in stemming the decline of the ruble.

Official reserves have already fallen to very low levels and, in the absence
of changes in the fundamental factors influencing the market, additional
intervention is likely to have little effect.

To my mind, recent exchange rate developments show that the market
correctly views the weak budgetary position as the dominant, fundamental
source of inflation in Russia at present. Therefore, a lasting solution to
pressures on the exchange rate will require substantial and credible deficit
reduction measures, including on the revenue side. While foreign financing
can help to reduce inflationary financing of the budget, there is no
prospect of obtaining sufficient external funding to avoid a strong fiscal
adjustment. There is no way to stabilize the economy without a major cut in
the budget deficit. We would expect that such an adjustment will be a major
element in a program that could be supported by financial resources from the
Fund, and that the appropriate fiscal measures will be explicitly introduced
in the budget for 1995. As you know, a staff mission is scheduled to visit
Moscow for two weeks beginning October 19 in order to discuss with you the
elements of such a program.

I hope these observations will be helpful in your deliberations on
these matters in the crucial period immediately ahead. We of course stand
willing to assist in further discussions and in working towards a
sustainable Fund-supported stabilization program on as rapid a schedule as
is feasible.



I am sending a copy of this letter to Mr. Gerashchenko.

With best wishes,

Yours sincerely,

Ve

- N

Stanley Fischer
Acting Managing Director

T

Mr. Alexander Shokhin
Deputy Prime Minister and
Minister of Economy
Government of the Russian Federation
Russian Government House
Moscow, Russian Federation

j ek / il
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INTERNATIONAL MONETARY FUND
WASHINGTON, D.C. 2043l

CABLE ADDRESS

CIRST DEPUTY MANAGING DIRECTOR INTERFUND

October 12, 1994

Dear Mr. Gerashchenko:

I was very pleased to have seen you and your colleagues last week in
Madrid and to have exchanged views on Russia’s current economic situation
and prospects. I am following with great interest the events in Russia and
would like to take this opportunity to express my concerns about recent
developments in the foreign exchange market and to convey the IMF's views
about what needs to be done.

First, I understand that the CBR refinance rate has just been increased
substantially. This an appropriate step which is needed to provide a clear
signal of the authorities’ determination to pursue tight monetary policies
and further reduce inflation. This step should be followed by further
adjustments in the refinance rate as required to keep it in line with
interest rates in the interbank market; and tight restraints should be
maintained on credit expansion. Second, in present circumstances I do not
believe that continued intervention by the authorities in the foreign
exchange market would succeed in stemming the decline of the ruble.

Official reserves have already fallen to very low levels and, in the absence
of changes in the fundamental factors influencing the market, additional
intervention is likely to have little effect.

To my mind, recent exchange rate developments show that the market
correctly views the weak budgetary position as the dominant, fundamental
source of inflation in Russia at present. Therefore, a lasting solution to
pressures on the exchange rate will require substantial and credible deficit
reduction measures, including on the revenue side. While foreign financing
can help to reduce inflationary financing of the budget, there is no
prospect of obtaining sufficient external funding to avoid a strong fiscal
adjustment. There is no way to stabilize the economy without a major cut in
the budget deficit. We would expect that such an adjustment will be a wmajor
element in a program that could be supported by financial resources from the
Fund, and that the .appropriate fiscal measures will be explicitly introduced
in the budget for 1995. As you know, a staff mission is scheduled to visit
Moscow for two weeks beginning October 19 in order to discuss with you the
elements of such a program.

I hope these observations will be helpful in your deliberations on
these matters in the crucial period immediately ahead. We of course stand
willing to assist in further discussions and in working towards a
sustainable Fund-supported stabilization program on as rapid a schedule as
is feasible.



I am sending a copy of this letter to Mr. Shokhin.

With best wishes,

Mr. Victor Gerashchenko
Chairman

Central Bank of the Russian
Ul. Neglinnaja 12

103016 Moscow

Russian Federation

Yours sincerely,

& ooy ! L Gn

Stanley ngcher
Acting Managing Director

Federation
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Office Memorandum
To: The Managing Director

Fronm: Aleksei Mozhin MZ)

October 11, 1994

Subject: Letter from the Prime Minigter of the Russian Federation

Please, find enclosed a copy of a letter from Prime Minister
of the Russian Federation Mr. Viktor Chernomyrdin which we have
received from the Russian Embassy in Washington.

My understanding is that the original letter was sent to you

by mail.

S ORIG: EUR

éC: | MD
MR.
MR.
MR.
MR.
FAD
PDR
LEG
MAE
SEC
TRE
MS.

FISCHER
OUATTARA
NARVEKAR
KAGALOVSKY

R. SAUNDERS
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Translated from Russian

On Russia's Economic Policy,
2nd half of 1994

Dear Mr.Camdessus:

“The objectives of the credit-financial policy as set out in the Joint Statement
of the Government of the Russian Federation and the Central Bank of the Russian
" “Federation, have been met ‘by ‘the results of the 2nd half of’ this year “net internal
assets, monetary base, and net credits to the Government and commercial banks are
within the limits stipulated in the joint statement. Inflation rate is steadily decreasing,
and even at a faster pace than provisioned. If in January, 1994 the rate of inflation
was 17,9%, in July, 1994, it already was at 5,3%. Inflation rate in this August
amounted to 4,6%. The Russian Government is making every possible ef fort to ward
off any significant increase in the inflation by the end of 1994. We have every reason
to say that judging by such an important indicator of economic activity as the G.D.P.
dynamics, we are close to a stabilization today.

Nevertheless, the burden of the still unsettled institutional and structural
issues inherited by Russia from the defunct USSR, once again place most complex
problems before us. We traditionally experience a sharp increase in the budget
financing demands in the third quarter, which is due to the seasonal fluctuations in the
Russian economy. The Russian Government is obliged to finance in part the purchase

of the harvested grain, as well as the supply of goods for the Northern Territories.

The Honorable
Michel Camdessus
The Managing Director
International Monetary Fund
Washington, D.C. 20431
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The preliminary estimates of the Russian Ministry of Finance have
demonstrated: in order to avoid an excessive sequestration of the running expenses
in the third quarter, including on social needs, it would be expedient to raise the
drawings designed to finance the budget deficit by approximately 3 trillion rubles
against the sum based on the agreed microeconomical program. Because of a limited
financial market capacity, we are not able to finance these demands by way of extra
issuance of State treasury bonds and will be obliged to increase drawings from the
Central Bank of the Russian Federation.

7
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During tne next, fourth quarter of 1884 we intend to limit our drawing

., same amount in order to ensure unconditional.compliance with all the parameters of . . . . .-

the monetary-credit program agreed with the LM.F. We hope that the proposed
approach will find your understanding and support.

The Russian Government counts on a successful realization of the anti-
inflationary program for 1994 and on further expeditious progress in the cooperation

between Russia and the |.M.F.

September 28, 1994

V.CHERNOMYRDIN
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Office Memorandum

To: Mr. Odling-Smee August 30, 1994
From: Leo Van Houtve

Subject: Tatarstan

Thank you for your note on Tatarstan. I would also inform
Mr. Foglizzo that it would not be possible to grant Tatarstan observer
status. That is a decision that can only be taken by the Chairman of
the Board of Governors after consultation with the Executive Board.
* With respect to guest (or, for that matter, visitor) status, we would
not feel free to extend such status to political representatives of
Tatarstan without clearance of the Executive Director. 1In coming to
this reaction, I am following the precedents that would be applied to

similarly placed political officials of any Fund member country.

cc: Mr. Gianviti



To: Mr. Van Houtven August 29, 1994

From: John Odling-Smée Do—s

Subject: Annual Meetings - Tatarstan’s Wish to be Invited

You should know that Tatarstan, one of the most independent-
minded republics within the Russian Federation, would like to be
invited to the Annual Meetings in its own right, perhaps as a guest or
observer. Mr. Foglizzo has suggested that it should seek inclusion in
the official delegation of Russia (see attached memo). I would be
happy to pass on to Mr. Foglizzo any additional points which he might
make to the representatives of the Government of Tatarstan.

Attachment

cc: Mr. Gianviti

OR/729/794 =~ O-\NRAFTSVAATMA.TOS\A\VANHOIIT R?29
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Office Memorandum

To: Mr. John Odling-Smee August 26, 1994
From: Jean Foglizzo

Subject: ZITatarstan’'s desire to _he Invited to_the Annusl Mectin

One of my corraespondents is comsulting for the Government of
Tatarstan. They have expressed to him the desire to be invited to the
Annual Mecting. Either the President or the Deputy Prime Minister
would attend. This is, of course, a delicate matter. I suggested
that the most neutral approach would be to seek inclusion in the
official delegarion of Russia, However, the Government of Tatarstan,
looking for some sort of international recognition, would like a more
independent status like Guest or Observer.

I said to wmy correspondents that the IMF would not be able
to positively answer such a demand wicthoul an appropriate clearing
with the Russian Authorities. As a result the best approach for
Tatarstan would be through the Russian Govermment and Mr. Kagalovsky's
office. I am told that the Russian Ministry of Foreign Affairs has
authorized Tatarstan to open a commerclal representative office in
Paris to which their present Representative in Moscow is being
appointed.

The Tatarstan Authorities are aware of the concept of
"association” that was discussed in 1991, at the time of the Soviet
Union, to allow the Fund to deal directly with the Republics. |
carefully avoided to react to thiétanalogy.

» claﬂkiCN4>
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From: Foglizzo, Jean .(JFOGLIZZO)

To: MOSEMAIL

Date: Monday, August 1, 1994 10:59 am
Subject: Relocation of the Moscow office

As of today, the IMF Moscow Office has moved to:

7th. Floor

5 Belinskovo Street
Moscow 103009
Telephone:  7-095-929-9200

Fax: 7-095-929-9136 (general office)
7-095-929-9137 (mission offices)

::> Callers from within Fund Headquarters can utilize three tie lines between the
Headquarters PBX and the Moscow Office by dialling:

540 0 for the Moscow Office telephone console operator

540 XXX for direct access to any office telephone, where
XXX is the person’s Moscow Office extension number
(see extension list below)

Electronic mail is also available bétween Headquarters and the Moscow Office.
A Local Area Network has been installed in the Moscow Office, and it is linked
via a dedicated satellite connection to the Headquarters network.

Name E-Mail Extension
Burkova, Marina MBURKOVA 164
Burlakova, Svetlana SBURLAKOVA 105
Dillon, Kathleen Burke KDILLON 101
Foglizzo, Jean JFOGLIZZO 100
Khattak, Nadia NKHATTAK 116 (until August 31)
Lissovolic, Bogdan BLISSOVOLIC 106 .
Lopez-Claros, Augusto ALOPEZCLAROS 102
Marks, Carolyn CMARKS 119
Nikitin, Alexander ANIKITIN 108
Ovchinnikova, Ludmilla LOVCHINNIKOVA 116 (from September 1)
Panova, Olga OPANOVA 107
Pervukhina, Alexandra APERVUKHINA 123
Petrova, Tamara TPETROVA 110
Radzikowski, Natalia NRADZIKOWSKI 111
Razmyarchic, Irina TRAZMYARCHIC 124
Rubina, Tatjana TRUBINA 118
Ruzheinikova, Ksenia KRUZHEINIKOVA 114
Serova, Vera VSEROVA 109
Sorokina, Anna ASOROKINA 115
Tiwari, Siddarth STIWARI 103
Utkina, Olga OUTKINA 117
Zhukova, Natalia NZHUKOVA 112



\/

PBX Room
Technology Room

Jean Foglizzo
Senior Resident Representative.

140
138



Mr. Van Houtven
Mr. Lang

. Mr. Leipold
Office Memorandum i e

FILE

To: The Managing Director July 14, 1994
The Deputy Managing Directors

From: Michael Mussa }?{fk

Subject: Revised Terminology for the Transition Countries

At Mr. Odling-Smee’s suggestion, and in agreement with
Mr. Russo, Mr. Saito, and Mr. Anjaria, for purposes of the WEO, we intend
to abandon references to the “Former Soviet Union" (except when we refer
to the situation prior to the break up of the USSR). Instead, we will
classify the transition countries on the basis of geographic location:

Transition countries
Central and Eastern Europe %)
Excluding Ukraine and Belarus
Russia
Transcaucasian and Central Asian countries *%

*) Including "Central Europe" as defined earlier plus the Baltic
countries, Ukraine, Belarus, and Moldova.

~*%) Including Armenia, Georgia, Azerbaijan, Kyrgyz Republic,
Tajikistan, Kazakhstan, Turkmenistan, Uzbekistan, and Mongolia.

The subgroup “excluding Ukraine and Belarus" will be retained
for the time being given the relatively large size of these two
countries, and their less encouraging near-term outlook.

The new classification responds to the desire of some members of
the Board to move away from the "FSU" grouping. It notably reflects an
attempt to solve the problem regarding the classification of the Baltic
countries without raising similar objections among other transition
countries. More generally, it would allow us to move away from a
"backward-looking" concept. I understand in this connection that EUR II
is also reviewing ways in which it and other departments can
progressively move away from the use of the term "“FSU" in other Board
papers and internal documents. This would also facilitate the adoption
of the proposed new WEO classification by EXR in the Annual Report,

. beginning next year.

Subject to any comments you may have, the revised classification
would be introduced with the upcoming World Economic Outlook.

cc: vﬁépartment Heads
Ms. Saunders
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ANNEX III

Unofficial vranslatien

DECREE
OF THE PRESIDENT OF THE RUSS!AN FEDERATION
On Deliveries of Qil and Petroleum Products for Experts
in 1934

With a view to ensuring guarantees on implementanon of imternational

* commitments of the Russian Federation including repayment of international loans for

development of cil and il production and refinery industries of the Russian Federation
and In pursuance of Decree of the President of the Russian Federation dated May 23,
1994, No. 1041 "On Elimination of Quotas and Licensing for.Deliveries of Gaods and
Services for Export” (A Code of Leyislstive Acts of the Russian Federation, 1994, No.5,

Article 387), | heréby DECREE:

L To extand to January 1, 1885 the existing procedure for oil and petraleum
products deliveries for Federal state needs and within quotas of enterprises bassd on
licenses grahted by the Ministry of External Economic Relations of the Russian
Federation as wall as privileges for customs taxation in making these deliveries.

2 The Government of the Russian Federation shall approve prot:edur'as

stipulating, from January 1, 1885, deliverles of cil and petroleum products For exports
by oil companies and pro g enterprises thraugh organizations registered with the

. Ministry of Extarpal Ecpnomic Relations of the Russlan Federatignn.established  mariner,

with tustoms export duties to bé pdid on the whole volume of exports safeguarding
Interests.of the state and the produc:ng entorprises.

3. This Decree shall beccme effective from the date of its signature.

[}
President

of the Russlan Federation B.Yeltsyn
Moscow, Kremlin
1 July, 1S94

o n-_'_,,Nc. 1385
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To: Mr. Kagalovsky ?é;‘ June 21, 18994
From: The Managing Director

Subject: Status of the IMF Office in Moscow

Thank you for your memorandum of June 9, 1994. You note that
the Ministry of Foreign Affairs of the Russian Federation would like
the Fund to negotiate and conclude an agreement on the status of the
IMF office in Russia. I am informed that staff has diligently pursued
this matter with the Ministry through Mr. Jean Foglizzo for some time
already, but various obstacles have prevented conclusion of an
agreement, none on the Fund side.

I understand the present position to be as follows:

The substantive issue is the absence of formal confirmation
that Russian employees of the IMF in the Russian Federation are exempt
from the obligation to pay income tax in respect of salaries received
from the IMF. The IBRD and IFC are, in this respect, in the same
position as the IMF, whereas the EBRD has formally been granted this
privilege in March 1993. Formal confirmation of this exemption from
income tax will be achieved by acceptance by Russia of the UN
Convention on Privileges and Immunities of the Specialized Agencies
with respect to the IMF. Staff has been informed through Mr. Foglizzo
by Ministry of Foreign Affairs officials that acceptance by Russia of
this Convention with respect to the Bretton Woods institutions is
imminent. However, to date no confirmation has been received from the
UN in New York. If Russia does accept the Convention in respect of
the IMF, all issues are resolved from the perspective of the Fund,
including the income tax exemption issue, and we are happy to leave
the matter at that.

If, however, the Russian authorities prefer to conclude an
establishment agreement in respect of the IMF office in Moscow, I am
prepared to direct staff to pursue this course and submit a draft of a
possible agreement, provided such an establishment agreement gives
effect to the same results as would acceptance by Russia of the
Convention referred to above.

cc: Mr. Van Houtven,v//
Mr. 0Odling-Smee
Mr. Foglizzo
Ms. Powers
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INTERNATIONAL MONETARY FUND
WASHINGTON, D. C. 20431

CABLE ADDRESS

MANAGING DIRECTOR INTERFUND

@

April 22, 1994

Dear Prime Minister:

I am delighted that the Executive Board on Wednesday approved Russia’'s
request for a second drawing under the Systemic Transformation Facility.
This is a tribute to your own commitment to the program, and to ensuring
that it is fully implemented. I know very well the kinds of pressures to
which you will be subjected by those who attach less importance to securing
the necessary fundamental changes in the Russian economy than you do. But I
can assure you that you have my support and that of the international
financial community as a whole in sticking to the course you have chosen.

Please accept my best wishes for the success of your economic policies
and our continued cooperation.

Sincerely yours,

bt

Michel C ssus

Mr. V. S. Chernomyrdin cc: MD
Prime Minister DMD
Council of Ministers .
MR.
Government of the Russian Federation R KAGALOVSKY
Moscow EUR IT

Russian Federation MS. R. SAUNDERS



,:ch/'ﬁioefﬁrﬁu/’emﬂﬁ

G“AT'O

Q,
QFAI‘l* <

To: The Managing Director April 6, 1994

From: K.G. Kagalovsky /K/«%

Office Memorandum

Subject: Communication from the Prime Minister of Russia

I am pleased to transmit to you the communication from
Mr. V.S.Chernomyrdin, Chairman of the Council of Ministers - Government of

the Russian Federation, which I received today. An unofficial translation

is enclosed for your easy reference.

ORIG:
CC:

cc: Mr. Van Houtven

EUR
MD

DMD
MR.
EXR
SEC
MS.

II
KAGALOVSKY
R. SAUNDERS

196810

T0E g0 101480



Unofficial translation from Russian

The Honorable Michel Camdessus
Managing Director
International Monetary Fund
Washington, D.C.

Moscow, March 31, 1994

Dear Mr. Camdessus,

At the February 26 meeting of the G-7 finance ministers
with ministers of the Government of the Russian Federation in
Frankfurt am Main, the Russian side proposed holding a special
meeting in our country in April, 1994 with the participation of
the G-7 finance ministers, heads of the leading international
financial organizations and Russian leaders on the most
pressing problems of foreign credits and investments in the
Russian economy. We had the impression that this initiative was
received by the Western participants in the Frankfurt meeting
with understanding.

In this regard, allow me to officially invite you to take
part in the special meeting on Russia, which will be held from
3.00 to 6.00 p.m. on April 17, 1994 in the Yussoupov Palace in
St.Petersburg. Selection of the place and time for this meeting
is due to the holding in St.Petersburg at about the same time
of the Third Annual Meeting of the Board of Governors of the
European Bank for Reconstruction and Development with
anticipated participation of all G-7 finance ninisters, as well
as the leaders of major international financial institutions.

The agenda includes two items for discussion by the
participants in the St.Petersburg meeting:

1. Problems of strengthening coordination of a551stance to
Russian reforms provided by national and international lending
and financial institutions in the areas of credits and
investments, and technical assistance.

2. Matters of establishment of a specialized international
agency for non-commercial risk insurance of foreign investments
in the Russian Federation, in the context of the efforts which
are undertaken to achieve substantial growth of private foreign
investment in the Russian economy.

The agenda may also include other current issues related to
the implementation of the previously adopted international

programs of assistance to Russian reforms and pertaining to the
preparation for the Naples summit.

Sincerely,

V.Chernomyrdin



HMPEKTOPY—PACHOPHHMTEHD
MEXIYHAPOIHOI'O BAJIOTHOI'O TOHIA
T'OCIIONVHY  MUALEJIO- KAMEECC@ .

Ypamaemuit T—-H Kammecco,

“Ha cocrosslueiica 26 (espansa c.I'. Bo PpaHkdypre—Ha-MaiiHe
BCTPEYE MUHUCTDPOB (PMHAHCOB TDYyNNH CEMH HPOMHIJIOHHO DPa3BATHX CTpaH
C MUHUACTDami npaBuTeJbcTBA Pocchiickoii demepanuym poccuilCKas CTOpOHA
BHIBUHYJa NHANAATUBY NpOBeNeHUA B anpeJse 1994 rojma B Haumeil crpaue
CIeIAaJIBHO] BCTDPEYM MUHACT pOB (PUHAHCOB T'OCYNapCTB "donbmqﬁ cemeprun",
.~ PYKOBOAMATEJ6] BeUYWAX MEXIYHapPONHWX (UHAHCOBHX opraHmaaunﬁ A poc—.
CHJiCKUX JIMZEPOB IO HAWO0JI68 OCTDHM IIpoGJjeMaM MHOCTDPAHHHX KpP6AMTOB
I WHBECTMIMIi B pPOCCHMMCKYH SKOHOMMKY. Kak npemcraBifeTcs, IaHHAA
MHALMATHBA OHJIA C IIOHHMaHUEM BCTpequa 38NaMHEMA Y YaCTHUKAMU
{paHKdy PTCKOT'O COBSIAHULI,

B 9TOil CBA3KM NO3BOJIBTE MHE OQUIIAEJIBHO npnrnachL Bac npuHATH
yuyacTyNe B clel#ajhHOM coBelaHuy 1o Poccuym, KOTOpPOE COCTOUTCHA B
CauxT-JlleTepoypre B Wcynosckom msopue 17 anpensd c.r'. ¢ 15,00 mo
18,00, BHOOp MecTa ¥ BDPEMEHU BTO#l BCTpeud OOBACHASTCS IIPOBEIEHNEM
B CaHxT-lleTeplypre B 5TOT NEDPHOIL TPETHEI'O I'ONOBOI'0 colpaHms CoBeTa
ynpaBJasumAx LBponeiicKoTo O3aHKa DEKOHCTDYKIINM ¥ DAa3BUTHA, IpennoJa—
Tanero y4acTHe MUHACTPOB (MHAHCOB BCEX CTpaH "ceMepku", DPaBHO Kak
A DYKOBOZUTEJNE# OCHOBHHX MEXIYHAPOIHHX (MHAHCOBHX OpPI'aHW3ALMH .

Ha oGcyxueHHe y4YaCTHMKOB 1eTepOYyDPI'CKOfi BCTpeYd BHHOCATCHA IBA
BOIIpOCAa:

I. IpoGuemH ycnneﬁuﬂ KOODAVHALMA KPeJUTHO-NHBECTNLAOHHOTO U
TeXHNYECKOI'0 coneiicTBMA poccuiickuy pedopMaM CO CTOPOHH HALMOHAJNBHHX
4 MOXIYHapOIHHX KpendTHO—(UHAHCOBHX MHCTUTYTOB;

<. BONpPOCH 'CO3JaHAA CIenuatu3upoOBAHHOIO MeXIyHapOoIHOT'O areHTCTBA
110 CTPAXOBAHMO WHOCT PAHHHX yHBeCTULWA B Poccuitckoit @eyepalyyu oT He—
KOMMEPUBCKMX PUCKOB B KOHTEKCTE NPEANPMHAMASMHX yCHIuHE 10 o6ecneye— .
HUO CYmECTBEHHOT'O DOCTA AHOCTDAHHHX Y4CTHHX WHBECTHMIIMI B poccmiicKyw '

9KOHOMUKY .



2.
B TOBECTKY LHA MOTYT CHTH BKINYEHH W IDyTAe aKTyalBHHE I1POGJIEMH ,
cBABAHHME C peaJti3zaumei paHee IPHHATHX MEXIYHAPOITHHX NPOI'DaAMM comsii— .
cTBUSA poccuidcKuM pefopmam U C [10)TOTOBKOIl BCTPEYN HA BHCHEM yDOBHE

B HeamouJe.

C yBaxeHUEM,

B.YEPHOVLHPIIVH

31 mapra 1994 1.
T .MoCKBa
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CENTRAL BANK OF RUSSIAN FEDERATION

(BANK OF RUSSIA)

. )
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Teica 411263 A GOK 3L MR. KAGALOVSKY  Dut
MS. R. SAUNDERS
Mr. Michol CAMDESSUS B =
Managing Director. ég ?Eég
INTERNATIONAL MONETARY FUND. 'C\g ' __':fg
3? T

Dear Michel,

I would like to express my deep satlsfaction with the results

of our fruitful discussions in Moscow.

Lot me thank you once again for your high appreciation of the

efforts spent by the staff of the Central Bank of Russia in

discussions with the recent mission from European II Department. I

think that my colleaques at the CBR, in their turn, significantly

benefitted from tho intoraction with the IMF gtaff.

I firmlj believe that the mutually beneficial wﬁfkiﬂg

relationghip which has been established between the Central Bank

of Russia and the International Monetary Fund will be strengthened

even more in the future.

With my cordial good wishes,

—2
s
SN 4

victdp X, CERKSCHERKO
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CABLE ADOAESS
INTERFUND
GENEVA
TELEPHONE: (22} 794.30.00
TELEX: 23603 IMF CH

{Inoluding eover shaat)
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Message number

Name of addresses {type)

Facacimlile: (22) 794.33.88

Date

Feb. 4, 199

To

The Menaging Director
The Deputy Managing Director

ce:

‘Mr. Nervekar

Mr. Boormen -
Mr. Odling-Smee
Ma. Saunders

Facsimtie telephone number

From

Name of sender {type)

H.B. Junz
- Office in Ganeva

Authotized by (typs)

Text or special insteuctione

‘Please see attached memorandum on speech given by
Mr. Boris Fyodorov ln Geneva the other day.

Zz7

200

S Qi M- 83 hab

H.B. Jung
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;@Jg Office Mcfm.orand_um. |
T0: = The Manéging?gizectét : . Pebruary 4, 1994

~ The Deputy Managing Director
FROM: H.B. Junz -

SUBJECT: Speech by Mr, Boxis Fyodoyov

Pleaee.flnd attached Hf. Scotﬁfs;raport'oﬁ a speech made by
Mr. Beris Fyod#rov, former Miniﬁ;er of Finance of the Russian Federation, on
tﬁe theme of "Russia after the Elections", given on Feﬁruary 2, 1994 at the
Gradu#te Inétituté of International Studies in Geneva;

{
1

| -

‘Attechment

g

ce: Mr. Narvekar
Mr. Boorman
Mr. Odling-Smee
Ms. Saunders
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i@; "Offz'c_e Memorandum |

February 3, 1994
Subject: Report on the Speech by Mr. Boris Fyodorov, Former Minister
of Finance of the Russian Federation, on the theme of

“Russia After the Elections", given at the Graduate Institute
of International Studieg. Geneva, Febyuary 2. 1994

¥
1

! 1. The speaker had not reaigned as Finance Minister, as had been
suggested in the introduction by Professor Gasteyer, but rather had refuged
Lo participate in the new government of Mr. Chernomyrdin. Looking back to
the outcome of the parliamentary elections, he explained the failure of the
reform group by its lack of experience in electoral campaigning and the
mistake made by reformist ministers in devoting more time to their
ministerial duties than to the election trail. In addition, the numerous
dissensions and fractions in the democratic campaign had weakened the image
they projected. Morsover, their failure to grasp the importance of the
media in campaigning had left the TV screen largely dominated by

Mr. Zhirinovsky, who appeared several times a day.

2. For theses reasons he did not think the election results truly
reflected the preferencea of the electorate, which had been very confused.
No one knew whare the preferences of the President and the Prime Minister
lay, and the presentation by reformists of Russia’s aconomic situation had
falled to bring home to the electorate how well the Russian economy was
faring--in comparison to that of the Ukralne, for example.

3, The composition of the new parliament was certainly better,
qualitatively, than that of its predecessoras, but it was largely composed of
lobbyists whose fees had been pald by vested interests, and it was treated
with some disdain by the Executive Branch of government; thus, it was
unlikely that it would be able to do much useful work.

4. Although the role of the President had been considerably
enhanced, the balance of power between him and the Prime Minister was now
such that Yeltsin had, to all intents and putposes, abandoned many of the
goals he had earlier fought for. The composition of the new government was
dominated by the presence of "industrialists“--i,e., people who had had
responsibility for the management of large Soviet enterprises (which often
have over 100,000 employees). These industrial managers had mever been
educated in the principles of a market economy, although they were often
competent engineers and executives within the old command system. However,
thelr lack of education in and understanding of market principles wag at
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variance with the reality that the Ruasian economy was now de facto a market
‘economy .,

.5, In these circumstances, there was little prospect of the new
government pursuing a sensible policy of industrial restructuring nor of
assuring a recovery in savings and investment. As an example of the
inefficiency of the present structures, Fyodorov mentioned the existence of
five huge automobile plants which were now producing inferior cars at prices
-ag high or even higher than imported vehicles. This sort of situation would
very soon generate strong protectionist prassurea as the only means of
assuring markets for otherwiss unsalable products.

6. In parenthesis, Fyodorov nonetheless claimed some successes for .
the policiles of the previous government, including much improved food
.supplies, a steep increase ‘in retail sales, and a reduction of the budget
deficit from 20 percent of GDP to 9 psxcent at the end of 1993--and much of
that waa due to Central Bank money creation. Fyodorov argued streongly that
in. the absence of financial discipline, the reforms in Russia would be
doomed in the short-term. Thus, although a start had been made to put tax
collection on a sounder basis, the government was still yielding to
pressures from financial lobbies to pgrant tax holidays and concessions,
which undermined the revenue base. As was to be expected, Fyodorov was
strongly critical of the policy of the Central Bank and its Governor,

Mr. Geryashenko.

)

q. Reviewing prospscts for 1994, Fyodorov expected a very difficult
year. The government of "industrialista®™, despite having no knowledge of
economics, prices or marketing, was nonetheless very sure of itself and had
a preference for "non-monetary means" of taming inflation. (As an example
Fyodorov mentioned--but as a very far out possibility--a reduction in the
strength of the armed forces to one fourth of thelr present level.)
Inflationary pressures would continue to be very strong and standards of
1living would not improve. In his view, another political crisls would
therefore occur, possibly in the autumn, at which point the President--"the
sole guarantor of the reforms" would have to intervene and accept hies
respousibilities for assuring the continuation of the reform program.
Hence, now was the time for the reformers to start preparing in earnest for
the next elections and to avoid the mistakes made the last time around.
Fyodorov, in conclusion, described himself as an optlmist in the medium-
term.

L

8. In aunswer to questions about the role of lnternational financial
organizations and of Western asaistance in the development of the economic
situation in Russia, Fyodorov gave a positive aggessment. In general he
approved of the policies pursuad by international financial organizations,
but thought that the government should have argued more strongly last
September for the release of the IMF second tranche. It would be
regrattable if the international financial organizations waere to relax their
rules and disciplines. He geemed to imply that, while no final decision had
yet been taken on the release of the second tranche, acceptance by the Fund
of an 18 percent rate of inflatlon as acceptable would mean a departure from
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traditional Fund standafhs. So far as Weatern assistance in general was

" concerned, he thought it was a strongly expansionary sector of employment

U

-

for Western consultants,. but did not congider that it was targeted at the
ngrass roots level" vhere it was most needed. He would like to see greater
concentration of effort on training and retraining at the enterprise level.

VA

Norman Scott
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% ORIGINAL: RUSSIAN

ORIG: EUR II
CC: MD .

DMD
MINISTER OF THE ECONOMY

OF THE RUSSIAN FEDERATION MR. KAGALOVSKY
(Ministry of the Economy of Russia) ppRr

MS. R. SAUNDERS

1 Oxotnyy Ryad
Moscow, 103009

No. AShch-25 ' January 24, 1994
!

-

Mr. Michel Camdessus, Managing Director
Interrational Monetary Fund
7

Dear Mr. Camdessus:

I am writing to you at the instruction of V.S. Chernomyrdin, Chairman
of the Government of the Russian'Federation, to confirm our intention of
continuing our multifaceted interaction with the International Monetary
Fund.

One of the most urgent issues requiring immediate discussion with the
IMF is the economic policy of the Government for 1994, which could be
supported with the disbursement of a second credit tranche under the
systemic transformation facility (STF). '

We deem it important to begin discussing with the IMF the main tasks
and directions of the Government’s program as soon as possible. To this
end, we should like to invite to Moscow a high-ranking IMF delegation, which
we are prepared to welcome on or after January 26, 1994.

I should like to take this opportunity to confirm the invitation
previously sent to you by the Govermment of the Russian Federation to pay an
official visit to Moscow, which, if your schedule permits, could take place
in the middle of February of this year.

Sincerely yours,

/s/
A. Shokhin
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’; Offzce Memorandum

e’nmlé)
To: Mr. Camdessus January 24 1994@
From: Konstantin Kagalovsky # 4 K .

Subject: Letter from Minister of Economy of the Russian Federation

Please find attached a copy of a letter from Minister of
Economy of the Russian Federation Mr. Aleksander Shokhin.

LK

i Attachment
ORIG: EUR II
CC: MS. R. SAUNDERS

£88/.10
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24/01 ‘a4 10:57 085 2063686 Shokhin A.N. ++» OED RUSSIA

MHAHHCTP
SKOHOMHUKH FOCCHACKVUH PENEPALLWK
(MimagooMuEY Poccuw)

103009, Mocksa, Oxormstd pax, 1
Tenerafiu 207960

AZDEKTODY — PACTTOPIAWTAAT)
MeXRAYHAPOAHOTO BIAIOTHOIO QOEAR
¢—xy Mumearo KaMaeCCIo

L1}

Ynaxacz-mn‘i r—He ;A,zpemop -pa.cnopx'mrreu.,

Oﬁpd.u.l,d.&x.b K BaM 10 IopydeHHIO IIpepcepaTters | IPDARWTEABCTBA
Poccxmcxon Oepepanee B.C.UepHUMBIpAUHA, TTOOH TOATBEPAHTS Hamle
nanepeme IPOAOAEQTE  PASHOCIOPOHHEES E3dHMMUARKCTEHE o
MesRAYHAPOAHEIM BaAYOTHEIM GOHAOM.

OARun - @3 IOPBOOYSPQANEIX  BOIPOCOD, TpeOympx
He3aMepAHTEARHOro obcy®Aermd ¢ MB(M, gasagerca SKOHOMHICCKAA
moAktusd IIpaBHTEARCTEA Ha 1994 roA, RaTapas Morda ORI 6nrs
HopAGPAKaEA  BEACAGumer  BTOPOTO TpaEma KpeAMTa B paMKax.
TporpaMMII "cECTeMHok TparcdopmarmEn” (STF).

HaM DpeacTamasorc: BLREMM HAYATE oGcyxaenue c© MBOD
OCHORWWX 23AY W HAMPaRAGHHE NPAaDHETCALCTBEHHOH IPOrpaMMul B
caMoe AWRAUTTeS BpeMd B 3THX DOATK WTY XOTCAR 6nr IpIIAacarn i
MoOCRBY BEICOKOIOCTAKAMHHYIO AGACTANEI0 MBD, KO’I'OPYTO MEI Gypem
TOTOPRE! IPHIIITL HaYHHAA C 26 sHBaps C.L.

IToAB3yIOCE  CAYTIAcH, TTOOE IIOATBEPAETH ud.upa.BAeExoe BaMm
paree WDHTAaTIeHme Hpa.n:rreu.cma Poccuticroit Pepspanun LOCETHTH
MOCKBY C BE3HTOM, ROATOPELZ, €CAH NO3BOAET Ba.nIc pacuECaEHe, MOr GH
COCLOATBCT B CepeprHe PeBpard a.v

y:saxerrwou
A IMloxzog

THE ORIGINAL IS pEg TRANSLATED

ooz
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WASHINGTON, D.C. 20431

Facsimile Cover Sheet

FACSIMILE NUMBER
(202) 623-4661

FACSIMILE INQUIRIES
{202) 623-6262

MSG. NO.

55 o

PAGE 1 OF
(Fax Center use only) December 6, 1993 .
@ _
10 NA BDILLON/ALOPEZ-CLAROS/STIWARI poot % o
ME MOSCOW OFFICE 8 2
t -0
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3 I
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J | CITY/COUNTRY . ~ o
7095 202-5143 i .
FACSIMILE TELEPHONE NO. ¥,
( Country City (Number)
Code Code
TEXT INTERNAL
DISTRIBUTION
Please find attached the Managing Director’s letter to Prime
Minister Chernomyrdin—could you please arrange for its transmittal, cc: M
: D
and also please copy Mr. Donovan.
C DMD
Many thanks. MR. KAGALOVSKY
PDR
’w Luis V. EUR IT
J MS. R. SAUNDERS
Attachment
FROM | name Luis M. Valdivieso
European II Department
DEPT/DIV.
ROOM NO. 9-525 - EXTENSION 34705 ACCOUNT CODE 0071
(TYPE) SIGNATURE
Luis Valdivieso
AUTHORIZED BY Acting Division Chief

IMF-42 (PREVIOUSLY SEC-56)

6-24-92



INTERNATIONAL MONETARY FUND
WASHINGTON, D. C. 20431

CABLE ADDRESS

MANAGING DIRECTOR INTERFUND

_

December 3, 1993

Dear Mr. Prime Minister:

Thank you for your letter dated November 19, 1993. We are following
with great interest the implementation of your Government’s Economic Policy
Memorandum as well as the developments surrounding the forthcoming

elections.

It is my pleasure to accept your kind invitation to visit Moscow in
the second half of January 1994. Our staff can settle the specific dates

in due course. ch( Py ,«—\s 64( 00”,\&( WW'ZJ7

Sincerely yours,

Michel Camdessus

Mr. Viktor Stepanovich Chernomyrdin
Chairman of the Council of Ministers
Government of the Russian Federation
Government House

Staraya Pl. 4

103123 Moscow

Russian Federation
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To:
From:

Subject:

Office Memorandum

(REDISTRIBUTED WITH ENGLISH
"TRANSLATION) '

The Managing Director November 22, 1993
Konstantin Kagalovsky /( 47 A/

Letter from the Prime Minister of the Russian Federation

Please, find attached a copy of a letter from the Prime

Minister of the Russian Federation Victor Tchernomyrdin which was
received by fax. The original will arrive later on.

j Attachment

cc: Mr. J. 0dling-Smee

ORIG: EUR II

Cc: MD
DMD
MR. KAGALOVSKY
PDR

MS. R. SAUNDERS

129710
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CHAIRMAN OF THE COUNCIL OF MINISTERS
GOVERNMENT OF THE RUSSIAN FEDERATION

Moscow

No. 2702p-PZ1 November 19, 1993

ORIG: EUR II

cC: MD
Mr. Michel Camdessus
Managing Director DMD
International Monetary Fund MR. KAGALOVSKY
Washington PDR

MS. R. SAUNDERS
Dear Mr. Camdessus:

Thank you for your letter dated October 25, 1993.

I value very highly the good personal relations which have developed
between us, as they promote the successful development of cooperation’
between the Government of Russia and the IMF.

It was a pleasure for me to find out that the Declaration on the
Economic Policy of the Russian Federation sent to you recently was favorably
received by the Executive Board of the IMF. At present, the Government of
Russia is actively working toward its implementation.

Once again, I would like to confirm my invitation to you to visit
Moscow. Taking into account the tight schedule of the Government'’s work at
the end of the year, I would like to propose to you that we meet in Moscow
during the second half of January 1994,

Sincerely yours,

/s/

V. Chernomyrdin
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Jlzpexropy-pacuopsaIETeNo
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OPEACEIATENL, : -5y MXAMITECCIO
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Vaaxaeyeznt r-n Kamueccro! |

Bmmnépxo Bac 7a sEcIMO 0T 25 oxrabps 1993 roma.

A vrstn BEICUKU LICHIO YCTAHOBHEBIIMECH MexXIy HaME H00PEIE IITTARTE OTHOTTERT,
KOTODEe MOMOra2i0T YCHENIHOMY DASENTHIO .COTpYmH®1eCTnA. MeENTy lLIparnTemscrBoM
Poccam = MBD. :

Mre 6RO TIPWSTHO YIEATE, TTO maupawremmos Bam memarmo 3amremme of
SromomErzecKoit noyormare Poccwdicroi @cncpannn Cauny OUdIUXeTdTeNHHO BOCIPEEATO
CoseToM IApEKTOpoB MBO. B mcmmee Bpem upaxm'emc'mo Poccmx nponoz:a'r
QKTHEHYIO PaGOTy IO €r0 PCANSATIHIL

S eme pas X0uy NONTBEPAMTE BaM Moe TpwInamesme moceraTs Mockey.
YumrrIsas wioTEsE rpadmx paGorer IIDIBATENLCTRA B KORIC TON4, % 65t mperutoxe Bam
BcrperATECA B Mocksc 80 sTUpO DONOBEHE FHBAPS 1994 TOma.

Wcrperne Kam, B XlcpEoMBpIIH

93111731

9530
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RUSSIAN SOVIET FEDERATED SOCIALIST REPUBLIC

Russian Soviet Federated Socialist Republic, com-
monly abbreviated RSFSR, largest and most popu-
lous constituent republic (O 6,501,500, with coastal
seas [] 6,533,800; 1947 pop.- estimate 111,000,000;
in Europe, O 1,678,700, pop. 91,500,000; in Asia,
00 4,922,800, pop. 19,500,000) of the USSR; ©
Moscow (Moskva). Constitutes 76% of the area of
the USSR and 589, of the pop. Borders on seas of
Arctic Ocean (N), seas of the Pacific (E), China,
Mongolia, and Kazakhstan (8), Azerbaijan and
Georgia (3W), Ukraine, Belorussia, the Baltic re-
publics, Finland, and Karelia (W). Extends 5,000
mi. from Baltic Sea (W) to the Pacific (E), 1,500-
2,500 mi. from Arctic Ocean (N) to the Caucasus,
Caspian Sea, Altai and S8ayan mts., and Amur R.
(8). Of the USSR latitudinal soil and vegetation
gones, it includes the entire tundra and taiga belts,
nearly the entire wooded steppe, the N black-
earth steppes, and only isolated sections of the
semi-desert, desert, and subtropical zones. Its
dominant relief features are (W to E) the East
European (Russian) Lowland, the Urals, W.Si-
berian Plain, and Central Siberian Plateau drained
by Volga, (5b, Yenisei, Lena, and Amur rivers.
Pop. consists of Russians (74%), Ukrainians (8%),
Belorussians, Tatars, Jews, Mordvinians, Chuvash,
Bashkirs, Udmurts, and numerous other ethnic
groups. Administratively, areas with a predomi-
nant Rus. pop. are constituted as oblasts [variously
translated as region, district, province, etc.] and
territories [Rus. krat or kray], while non-Russian
nationalities are constituted as autonomous re-
publics, autonomous oblasts, and natl. okrugs [also
variously translated], in accordance with their im-
portance. In early 1950, the Russian SFSR ad-
ministered directly 48 oblasts, 6 territories, 12
autonomous republics and Tuva Autonomous
Oblast. Other oblasts, autonomous oblasts, and
nat. okrugs are included in the grimary territories
or oblasts, These. first-order administrative divi-
sions can be grouped into physico-economic re-
gions: Central Industrial Region (oblasts of Mos-
cow, VLapIMIR, IvaNOovOo, YAROSLAVL, KOSTROMA,
RyazaN, Tura); Central Black-Earth Region
(oblasts of OrEL, Kursk, V.orRonEzH, TAMBOV);
European West (oblasts of Bryansk, KaLuga,
SmoLENsk, KaLiNIN, VELIKIYE Luki); European
Northwest (oblasts of Pskov, LeNiNGrRAD, Nov-
Gorop); European North (oblasts of MURMANSK,
ARCHANGEL, VoLoGpA, and Komi AuvuToNomouUs
SSR); KaLININGRAD oblast; upper (wooded) Volga
Region (Gork1 and Kiroy oblasts, Mar1 AuToNo-
Mous SSR) ; middle (wooded-steppe) Volga Region
(oblasts of ULYaNOVSEK, PreNzA, and KuiBYSHEV;
CauvasH, TaTar, and MoRDVINIAN Autonomous
SSRs); lower (steppe) ‘Volga Region (oblasts of

Yo the USSR since 1017.

SARATOV, STALINGRAD, ASTRAKHAN); the Cri-
MEA; the Lower Don and Northern Caucasus
(RosTov and Grozny oblasts, KrasnopaRr and
Sravrorol, territories, KaBarpiaN, NorTE Os-
SETIAN, and DAcEsTAN Autonomous SSRs); the:
Urals (oblasts of MoLotov; SvERDLOVSE, CHEL-
YaBINSK, and CrkaLov, Upmurr and BASHKIR
Autonomous SSRs); Western Siberia (oblasts of
KureaN, TYuMEN, OMsk, Novosieirsk, ToMSK,
and KeMERovo, and Avrar Territory); Eastern
Siberia (KrasNovarsk Territory, Irkursk and
CHita oblasts, Burvat™~-MonGoL and Yakur Au-
tonomous SSRs, and Tuva Autonomous Oblast);
the- Far East (MariTiMe and KHABAROVSK terri-
tories, SAKmALIN and AMUR oblasts). There are:
extensive mineral resources of coal (Kusznetsk,
Moscow, Pecl_lora, and Bureya basins), petroleum
(Grozny, Maikop, Second Baku, Sakhalin), iron
ore (Kursk magnetic anomaly, Kerch, Bakal,:
Komarovo, Z_xgazmsk;) , honferrous and rare metals
(Urals, Siberia), apatite (Khibiny Mts.), phospho-
rite, salt, potash, Glauber’s salt, chromite, pyrite,’
timber, and hydroelectric reserves. Principal in-
dustries are machine mfg., nonferrous and high-
grade steel metallurgy, mfg. of chemicals, textiles,
leather goods, fish and lumber products. Agr.:
wheat (central Black-Earth Region), rye, barley,
oats, corn (N Caucasus), millet (dry steppes),
buckwheat (European West), rice (N Caucasus,;
Khanka Plain), potatoes, flax, hemp, sunflowers,
sugar beets. Dairy farming (Vologda, Baraba
Stepp(_a) . beef-cattle, hog, sheep, and reindeer raising
aréprincipal pastoral occupations. Transportation
relies on a dense railroad network in European Rus~
sian SFSR and on Trans-Siberian RR in the Asiatio
part, on river and canal navigation (mainly Volga,
Kama and Oka rivers, Mariinsk, White Sea-Baltic,
and northern Dvina canal systems), and coastwise
shipping (including the Arctic Sea route). Princi-
gIaI urban centers are Moscow, Leningrad, Gorki,
ovosibirak, Sverdlovsk, Kuibyshev, Omsk, Ka-
zan, Rostov. Proclaimed 1917; joined (1922)
Ukrainian and Belorussian SSRs and Transcau-
casian SFSR to form the USSR. During Secon
World War, W European section was occupied
(1941-43) by Germans. While the term Russia ig
sometimes applied to the RSFSR, it more common-
ly refers to the Russian Empire prior to 1917 and
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Plcase find attached a copy of a lettor from Mr. Caidar to
Mr. Camdessus as well as itg translation. This letter was announced To
the office thls morning by Mr. Mau, Advisor to Mr. Gaidar end was
delivercd onc hour later.

Please [vzward a copy to the Managinug Dirccter while we are
invectigating the background of this lerrer. The original wiil be sent by

Tuesd_ay' s pouch.
fljpf A
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To the Managing Director
of the International Monetary Fund
Mr. MICBAEL. CAMDESSIIS

FIRST DEPUTY CHAIRMAN
OF THE COUNCIL OF MINISTERS -
GOVERNMENT OF THE RUBEIAN FEDERATION

November 12, 1993
No Er-rs1-si

Mascow

Dear Mr.Camdessus,

I highly appreciate the support of the International Monetary Fund and
yuurr persunal support for the cconomic reforma, conducted by the Covernment
of the Russian Federation. ‘

)

As you know, developing economic relationships with the statecs of the
furmer Soviet Union is one of the essential aspects of rha ernnnmic
transfarmac.on or russia. We have always been following, with keen
interest, the measures undertsken Ly wvwie neighbor countries in the spherc of
economic policy. It ic underctandable that the possible introduction of
national eurrencies hy such countries as Armenia. as well as Kazakhstan and
Uzbekistan, was one of the most crucial issues for us.

You have nnted in your letter to Mr. Chernomyrdin of October, 1 1993,
the expediency for the mcmber countries of (he cxisting Agreement of
introducing their nationel currcneice for the period during which are
established Lhe conditians needed to form the common monetary space and
develop a unified monetary policy.

J You undoubtedly already knnw that Armenia, Kazakhstan. and Uzbekistan
are intending to introduce national currencies. I would like Lo reiterate
that we support their decision to da ao and do not coneider this an obstacle
to the development of trade and financirl relatianships between Russian and
the said states.

At the same time I would be very grateful to you. if the Internatiocnal
Monetary Fund would take position on the issuc in question.

I am also very thankful for your eantribution to the process of
stahilization and development of the Russian economy. 1 look forward Lo
meetling you in Moscuw.

With best repards

E.Gaidar
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JTMDEXTOPY - PACIIODANUTENIO
MecxmyapoRHoro sayroTHOroO goHaa

IEPBbIN 3AMECTHIEL )
NPEJCENATEJS COBETA MUHHMCIPOB — r-ay MHIIIEN IO KAMJIECCIO
TIPARUTENBCTBA POCCHMACKOA @EAEYALMI

——

«. 12 »_HOGANG 1993 r
N El-151-51

r. MOCKBA

Ysaxaemsrni rocmogna Kavpaeccio,

/1 BEICOKO LICHIO MODACPKY, OKaSBIBACMYIO MCAUIYIIaPOMIILIM DANIOTHEIM (ORIOM
7 muH0 Hamu axnwoMmyeckunm pediopmaM, nporommMEmM IIpasntenscteom Puccuniickoid
Pcrcpamum. ‘ '

Kax BuM ussecrnu, ogdmM  #3  KTOYCBEIX  MOMCHTOB  SKOHOMIYECKHX
npeobpazopauuit ® Poccuyw. SRASETCE DAIBUTAE IKOROMUYECKMX OTHOIICHMR ¢
rocynapcrsamMm - OrsmuMu pecry6muramu CoBerckoro Cososa, Mer Bcerma ¢ Gomemroi
3aWHATEPECOBAHHOCTEI0 CHIENMIM 34 MEpPOUPUHINAMMA, NPOBOOMMBIMM  COCETHIME
rOCYZapcTBAMM B OOGNACTH 3KOROMMYEcKOd MOMUTHKK. BnONHe WORATHO, YTO BOIDOC O
BUSMUKHOCIYM MECACHF HAUMOHANEHEIX BAMIOT B TalMX CTpAIax, Xax ApMeHHd, 3 Takke
Kasaxcram m Ya0exwrTaw, oCTARANCS 1IN HAC ODHUM M3 BarG0JICe BaKHBIX.

B mmexmc rmy UYepromupmury or  loxraGps  1993r. Ber  orMmewanw
1meaecoo0pa3HOCTE  BBEACHMS  CIpdHamMu - yvacTHuWmamu xammoro  CornmauicHma
HANMOHANEHEIX BATIOT B TIePHOI DOATOTORKY YCITORU, HEOOXOMUMBIX WIS GOPMUDPOBAHT
€UUHOTO ACHCAHOIO TPOCTPANCTEY M BotpabOoTIGr eQMTIOit NeHENHOMK 0N THKI.

hez coMHeHUS BaI yxe 3uaere o Hamcpcuﬁn Apmenun, Kasaxcrara u Ybewicrana
DDecTH TAUNOHWIbLHEle BaLOTLL. Co CROEr CTOPOHEI, xOTem G TOJYEPKHYTE, YTO MEI
TOMIEPXMBACM WA PEWCKIE O BECICHMM HuNEOHATBHBIX BAIIOT H IIe PACCMATPHBAIEM €ro
KaK NPENATCTRYME PA3BATUIO TOPTORKIX ¥ (UMHAHCOBBIX OTHOLICHHA MEXY Puceneis u
3THMM TOCYHAPCTBAMMU. '

Bwmecre ¢ TeM 4 Opu1 bl OUeHb IIpM3H4ATeAcH Bam, ecnu 681 Moxnynaponmsii
BAUTIOTIILYH (POTIX TaiCKe BHIPA3NJI CBOE OTHOLIEHUE K JAHHOMY ROTIPOCY.

Hexpente Guarvgapro Bac 3a copeficrsme mponccey crabmmoanuif 1 PassMTHs
poccmitckoil axorommin. Hanerock BCTPeTHTECA ¢ Bamu B Mockse. -

C napyyymuMy ToxXeTaHIIMKI

ETaligap

93111013
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3AMECTHTENS TIPEJCENATENS

COBETA MUHVICTPOR — IIPARHTENRCTRA
POCCHACKOY QEEPAIIIU
aI4 . OKTAGDSA 1993 }
r. MOCKRA

Dear Mr. Camdessus:

Shokhin A.N. -=a IMF FAY CENTER [ho02/002

Mr. Michel Camdessus
; Managing Director
Imemnational Monetary Fund

This is to advisc you that Mr. Konstantin Kagalovsky, Executive Director for
the Russian Federarion at the YMF, is a perinanent participant of the Russian
delegation on foreign debt negotiations. As the Govemnor for the Russian
Federation at the IMF and as the Chairman of: the Governmental Commision on
state debt and foreign assets of the Russian Federation responsible for foreign debt

" negotiations, I highly appreciaie the cooperation of the Fund in that respect which
allows Mr. Kagalovsky to participate in the meetings on foreign debt issues. I hope
that we will continne this kind of cooperation in the future.

Yours sincerely,

Alexander Shokhin
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" To: The Managing Director - October 13, 1993

From: Grigori Glazkov - 6‘6/
Subject: Letter from Prime Minister of the Russian Federation
Please find attached a copy of a letter from Prime Minister

of the Russian Federation Mr. Tchernomyrdin which was received by fax.
The original will arrive later on.

Attachment ORIG: EUR IT
cC: MD
cc: Mr., J. Odling-Smee DMD

MR. KAGALOVSKY
MS. R. SAUNDERS
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NONHMBANFOTHOE ocaore (C RReaeHmMeM CTPAHaMy HATIMORANRAEIX BANIOT), TaK K H2 OCHOBE
CO3NTaEAs PyO/IEEO} 30HET HOBOTO THU4 (MDY LUIUSMOCL (eX YUK FEE CTPAH FIXTA HA STy
vcpy). B xome Mmorocropommux (s pamrax CHI) m xsycTOpOEEMX HePeTOROPOR WANTH
TAPTHEPHT WenJTROKPATRO OhuIZ NMPORE(OPMMPOBANE] 0 HAWICH ITOSHMIIMM, M Yy HMX HET
UpnYuH QXANATH OTPHIATCILEOR peakman ¢o croportr Poccrm. Bonee Toro, orkposerHo
cxaxy, r- Kamgreccio, ocuoBuxie TpymHOCTE JTns PACCAW CBSRAHE! HE C BOSMOXXHOCTEIO
CO3M[aHAA IOJABAMIOTHON CHCICMbL, 4 MMEHHO C TAKMM COTAEMcM HOBOX pyOiresoi somc;r,
KQTOpOe Iie nanocioo Orr ymep0oa HATHOB&IEEEIM yatepecaye Poccma.

B sawpvyenue » xorer GBI cIne pas BEPASHTS AANCAKAY Ha CROPYIO BECTPCay ¢ Bamu
B MocxEsc 1 Ha NPONOIDKEIHE IATIEN0 TIIOAOTBOPHOLO COTPYARATECTRA.

C Hawity WuMmn 1s0menanunme.
Hcrperne Bam,

" B.CYepaoMriprmm

HOpcncexarems Coscra Muamerpos
- ITpararenserea Poccmiickoit Oenepanmn
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017454
ORIGINAL: RUSSTAN
GHAIRMAN
OF THE COUNCIL OF MINISTERS--GOVERNMENT
OF THE RUSSIAN FEDERATION
No. 2461p-P31 Moscow, October 13, 1993

Mr. Michel Camdessus, Managing Director
International Monetary Fund

Dear Mr. Camdessus:

Permit me to thank you for your kind letter of September 1, 1993. Ve
value highly the support of the IMF and its readiness to continue its
cooperation with Russia. I hope to see you in Moscow, presumably in
November of this year, if your schedule for that month permits you to travel
here and take the time to discuss further prospects for our work together.
We also hope to receive a mission from the Fund in October of this year.

The possibility of its coming was discussed and, so far as I know, agreed
upon during the talks in Washington.

I would like to thank you for the exceptionally useful discussions held
by Mr. Shokhin and Mr. Fedorov during the Annual Meetings of the IMF and
IBRD. In this regard, permit me once more to confirm our commitment to the
policy of economic reform and our firm intention to continue its
implementation. Allow me further to assure you of our desire to take the
necessary measures as quickly as possible.

I would also like to note, Sir, that we understand your concern with
regard to the further development of economic relations between Russia and
the other countries of the CIS, especially as regards the introduction of
national currencies. However, permit me to emphasize that Russia's position
in this area is unambiguous and has repeatedly been expressed as such
recently. We recognize the right of each state to introduce a national
currency, and this step will not have negative effects on our relations with
a country desiring to undertake such a measure. Furthermore, Russia itself
proposed stipulating in the recently signed Agreement on the Creation of an
Economic Union the possibility of economic integration within the CIS on
either a multi-currency basis (where the countries introduce national
currencies) or on the basis of the credtion of a new type of ruble area (if
various countries are willing to undertake this measure). Our partners have
repeatedly been informed of our position in the course of multilateral
(within the CIS framework) and bilateral negotiations, and they have no
reason to expect a negative reaction on the part of Russia. Moreover,



U

-2 - ' - 017454

Mr. Camdessus, let me say openly that the greater difficulties for Russia
are associated not with the possibility of creating a multi-currency system
but rather with creating a new ruble area that would not harm Russia'’s
national interests.

In conclusion, I would like once more to express my hope to meet with
you soon in Moscow and to continue our fruitful cooperation.

My best wishes.

Sincerely yours,.
/s/
V. Chernomyrdin, Chairman
Council of Ministers
Government of the Russian Federation
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NPEACEJATENG .. MewyRapoyENt BaliOTHELE QORI
. Hapcxropy-Pacmopazmrento
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r. Mocma
Vreaxaerariz r-a Kavgreccol

Hossomste Mac nobmarozapurs Bac sa Bame mobcsuoe mircuvo or 1 cerrabpa

1993r. MEI BEICOED ICHEM IDfepxxy MB® = ero’ IOTOBHOCTS XK IIPONOIDKEHHIO

wipyarmnuceiss ¢ Puoccacid. A HaUCHICh yumi:ua But 3 Mucise, LpCuLOAURMITIIEHY B
Hoz0pe Tekyrero roxa, ecma Bame pacuucanue Ka 3T0T MeCsl n0380muT BaM mpuexats u
HMeTh BOSMOXXHOCTE OOCYIMTH NaILHeMie MepCUSKTHRREL Hapled comecmoﬁ PaGoTEL
M1 TaxRe ImAXeeMCI IPHIATL D OXTabpe T. I. MuccEio POHAE, BOSMOXKHOCTE OPHCSHE
XOTOpPOA OOCYTaJACE W, HACKQIIEKD §. IAARY, GRITA COTTACNRAFA. RO RPEMS Oecen R
Banwmrroue. ' '

S xoten GBI moGraromapure Bac 33 HCKIOYHTENLHO NONC3EEIC OOCYICHHS,
IIPOBENEHHEIe I-HOM IIOXMHEEIM ® I-HOM tIlezt@)pOBLm BO BpEMS EXEMOIHEIX 3aCENanwi
MB® » MEPP. B aroit CRASH HOSBOISTC MAC €IIe i)as DOATBEPAMTE Hallly IDUBCP/KCHHOCTS
KyPCYy SKOHOMWHECKOW Defopmer B TRepHOe HaMepeHME IPONO/IXATH €€ IpOBEJCHHE.
Tosmomste MEC TaKAC Sakepurs Bac ¢ HaweMm T UPUHUMATE HCOOXOHMBIE MEPEI
HACTOIEKO GEICTPO, HRCKQIIEKD 3T0 BOZMOKHO. .

A xuren Obl TAXKS OIMCTHTE, T-H I.[npemp—l’acuopmm:rcm, IT0 MEI TTIORUMAEM
Bamy o00ecrioR0enmOCTL D OTHONICHAE J&TBHCAIICTO PpasBATHA IKOHOMITICCRRX
OTHONICHWH Mexny PoccWew w ApyrwMw CIpaHamMm CHLI’,  0cOBGeHHO & aCTE BOTpPOca
EBRCACEUAA HAMAONATEHEX BAIOT. Ounas0 UUSKIISIC MHE DOICPXEYTE, YI0 IO3FTIMs
Poccww ® 3mow oﬁnacm SRITELTCS nem;quaxemoﬁ A B IOCIETHES BPEMST neommlcpamo
BEIPAJRAIIACH Ra4CELBe T4KUBOH, MED TIPESHAEM P3O0 KAKIOI0 TOCYNapCTRA A RREJTEHHE
HamIOHAIEHO BAMIOTET B 3TOT mar me GymeT. MMCETh OTPHRATCIEHELS NOCTCACTEHE IIL
HA¥UIKX OTHOMCHAR CO CIPAHOM, AKeJAIOMEeR IPUHSTE Taky Mepy. K ITOR cRs3d MMEHEHO
Poccra mpexnomxmia TPCAYCMOTPCTH B HCNAERO UOAUMCAHHOM Jluiusupe 0 COTaEHER
3KOHOMYIECKOTN COWRA ROIMOKHOCTE KOHOMMuecKo# marerpamme BayTpE CHI max Ha
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Mr.M.Camdessus

. 19 9%_ International Monetary Fund

washington D.C.
y_BO-I27-122
- 19 August 1993
r- MOCKBA

Dear Mr.Camdessus,

In view of the recent developments in the Russian economy,
highly influenced by the political instability, I am pressed to
turn to you for an urgent advice.

Up to July we have been generally on track with the reform
and financial stabilisation mearures. Most nntably the official
discount rate was sharply Iincreased, foreign exchange market
systom modified, credit limite obsarved, excise taxaes introduced.

In July, in addition to the very unfortunate monetary
reform, we have got on our hands a situation when:

- we are impiementing our budget but very important revenues
are missing sunce Parliament did not adopt them; naturally this

" Increased budgetary pressures;

- agricultural lobby despite our resistance sBucceded in its
depandc for morc crcdits and higher purchasing - pricec for grain,
thus giving a vary strong blow to the budgat and credit limits:

- we did not take into consideration certain seasonal
factors when setting credit limits;

many other factors were not properly accounted for, etc.

Now we are in a critical poeition when certain signs of
stabilisation (most notably exchange rate stability) can quickly
vanieh. Indeced weckly pricc changec are getting worece. In view of
the political disturbances the whole reform effort is at peril.

I have had an extraordinary meeting of the Credit Policy
Commission with Messrs.Geraschenko, Chubais, Gaidar and others
present. We have concluded that this is a critical moment when we
should undaertake everything to save the sjtuation. Commisgion
decided to ask the IMF to start immediately consultations with
Russia on the state of affairs and possible ways to amend it. We
think a package of very strong measures miust be prepared and
implemented uryently in coordination with the IMF,

9128
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I chall be very grateful if a very senior official of the
IMF could come to Moscow in the very near future to discuss the
fate of financial stabillization and of Tokyo package.

President and Prime~minister arc alerted to the situation
and it would be very usefull for you to have a meeting with our
PM here in Moecow or during his visit Lo the Usa 1in late August.
I hope this will help clarify the the position of the Rusesian
Covernment on crucial issues. .

I rely on you and your colleages in our joint efforts to get
Ruegela out of economic and financial crisis. =

Sincerely,

Boris.G.Fedorgv /L/

-
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From: Foglizzo, Jean (JFOGLIZZO)
To: U:\MAIL\MOSPHONE.GRP
Date: Thursday, June 3, 1993 3:07 am

Subject: Changes to Moscow Office Telephones

The Moscow Office telephone system is now equipped with additional incoming
lines which provide "roll-over" features. Because of the limitations of the
telephone system within the office, which uses three separate telephone
switches, it has been necessary to subdivide the staff of the office into three
groups, to reduce the possibility of busy lines for incoming or outgoing calls.

The general Moscow Office telephone number is now

— (7-095) 290-9001

- (which is backed by three "roll-over" numbers (the maximum which could be fitted
to the existing equipment), so that the telephone exchange will select the next
available line. The previous Moscow Office telephone numbers (290-7133,
290-7135) are still connected, and callers to these numbers will be advised of
the new numbers.

Because the four new numbers associated with 290-9001 are insufficient to
handle all the incoming traffic, an additional telephone number, also backed by
three "roll-over" numbers, has been installed. To make the best use of the
eight incoming lines now available, this number,

(7-095) 290-9002

should be used to contact Ms. Dillon, Mr. Lopez-Claros or Mr. Tiwari, or any of
their secretarial/support staff. Because they each have a handset from two
")telephone switches, they can also be contacted on 290-9001.

 )The incoﬁ%ﬁé fax number for the main Moscow Office on the 20th. floor remains
unchanged at (7-095) 202-5143. However, a second fax machine has been
installed for the staff now located on the 31lst. floor. This fax machine

(7-095) 203-4093

should be used for Mrs. Aelion-Moss, Ms. Panova, or Ms. Zhukova.
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INTERNATIONAL MONETARY FUND
WASHINGTON, D. C. 20431

cC: EXR CABLE ADDRESS

MANAGING DIRECTOR I‘ﬂ) ’ INTERFUND
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DMD
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INS

MAE April 8, 1993

MS. R. SAUNDERS

Dear Jerry:

I was very glad to receive your letter of March 25 including an update
on the important training program for Russian commercial bankers to be
launched by the Academy for Advanced Studies in Banking and Finance,
beginning on June 20, 1993. 1 also appreciate very much your kind
invitation to me to address the Russian bankers on the role and functions of
the Fund, but unfortunately it will not be possible for me to travel to
Fairfield, Connecticut in late June. If you would find it helpful, I would
be pleased to arrange for a senior Fund staff member to give the lecture
instead.

Please accept my congratulations on the progress of the Academy
project.

Sincerely,
/ / '\.,\
O~ T

Michel Camdessus ~

Mr. E. Gerald Corrigan.
President

Federal Reserve Bank of New York
New York, N.Y. 10045

A S34. ¥
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CORRECTED COPY
FEDERAL RESERVE BANK OF NEW YORK
NEW YORK, N.Y. 10045

AREA CODE 2i2 720-6173

E -GerRaLD CORRIGAN

PRESIDENT ORIG: EXR
ceC: MD March 25, 1993
Say
DMD d sg/
A
. EUR II R

Mr. Michel Camdessus INS.

Managing Director

International Monetary Fund MAE o

Washington, DC 20431 MS. R. SAUNDERS ;
O

D Dear Michel: —

[Co)

As you may know, we have recently announced the establishment of the
"Academy for Advanced Studies in Banking and Finance." The focal point of the work of the
"Academy" will center on bringing to the United States about 250 mid-to-senior level Russian
commercial bankers for eight weeks of intensive training beginning on June 20, 1993. To
provide you with some perspective on the objectives and organization of the "Academy," | am
enclosing the following documents:

-- A press release dated March 15, 1993, together with a two-page “fact
sheet" on the Academy.

-- A memorandum dated February 26, 1993, outlining the curriculum for the
university phase of the program.

D : The specific purpose of this letter is to invite you to deliver a lecture on the role
and functioning of the International Monetary Fund, with emphasis on its activities in Russia,
to the assembled group as a whole on Friday, June 25, 1993. For your information, | have
sent similar letters to Lew Preston at the World Bank, and to Ronald Freeman at the
European Bank for Reconstruction and Development.

As you can readily ascertain, my hope is to provide the Russian program
participants with an overview of the activities of the three major multilateral official institutions
they hear so much about but, on the whole, have little knowledge as to what they really do.

In this regard, | should also emphasize that while most of the program participants will be
commercial bankers, there will also be a number of individuals drawn from the central bank, - -

various government agencies, and perhaps a few members of the parliament. 9
¥
.
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If you have any questions, do not hesitate to call. Needless to say, | generally
hope your schedule will permit you to join us at Fairfield on the 25th and look forward to
hearing from you in that regard.

/
/ Sin}zerely,
i
\

E. Gerald Cofrigan
President

Enclosures
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increased sales of public lands--could help alleviate the
inflation problem.

irectors observed that Hong Kong's long-term. economic
prospects appeared to be highly favorable. In particular, China’s
on of its commitment to continued economic reform would
underpin the “further integration of the Hong Kong and southern.
Chinese economies, and enhance the investment climate and growth
potential of Hong Kang. ; ' '

Directors noted that Hong Kong's. economic dynamism' owed much
to the authorities’ strongand sustained commitment to a free
internal and external trade  régime. In that context, the hope was
expressed that tensions in the international trading system,
including trade restrictions imposed\by other industrial coun-
tries, would not .undermine Hong Kong'’s owth prospects in the
period ahead. 1In addition, it was noted that the prospects for
Hong Kong, given the openness of its economy,“gould be enhanced by
a- successful conclusion of the Uruguay Round.

It was expected that the next Article IV consultati
Hong Kong would be held on the standard 12-month cycle.

V/4;T/, RUSSIAN FEDERATION - REPORT -BY DEPUTY MANAGING DTRECTOR

The Deputy Managing Director reported that he had met with
Prime Minister Chernomyrdin of the Russian Federation at the Davos World
Economic Forum. The Prime Minister had expressed the intention of his
Government to continue its economic reforms, and had expressed his desire to
continue to work closely with the Fund. S

In discussing the economic situation and drawing on the recent Board
discussion, he had expressed the Fund’s concern about the course of credit
creation, and the ensuing inflation and decline of the ruble over the latter
part of 1992 and into 1993, the Deputy Managing Director continued. He had
indicated that there appeared to be excessive pressures on the Central Bank
of Russia and the Government from all sectors of the economy, and that to
achieve the necessary improvement in inflation performance, it would be
necessary to introduce, inter alia, more discipline and restraint on overall
credit creation, and to allow interest rates to reflect the high rates of
inflation. He had also stressed the importance of a budget policy that
would be consistent with reducing inflation and achieving stability.

The Prime Minister had said that he shared those concerns, and that
he was making a major effort to achieve the conditions. for stability, the
Deputy Managing Director went on:. The Prime Minister had also  expressed his
strong interest in financial support from the Fund. In that context, he had
told the Prime Minister that the Fund was prepared to move quickly to pro-
vide support, but that the timing of such support would depend very much on
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prospect for continued strong growth, and the current stance of
policies. :

On the sources of inflation in Hong Kong, Directors moted

- an important part of the current problem stemmed from the
ongoing structural changes relating to a shift in manufdcturing
activities to China, and the surge in demand for services offered
by ang Kong in support of China’s growing external trade. While
there we\\ structural factors behind the rise in inflation, Direc-
tors emphagized in addition that strong private demand could push
aggregate demand beyond the economy’s supply capacity.

Directors\commented extensively on. the appropriate mix of
monetary, fiscal, and other policies to deal with the iﬁflation
problem. Looking\at the budgetary prospects for the fiscal year
and beyond, Directhrs expressed concern that fiscal policy was
once again turning expansionary. The construction of the airport
core projects, while ‘desirable from the viewpoint of Hong Kong's
long-term growth potential, would place heavy calls on economic
resources over the period of its implementation. As a result,

a significant decline in ‘the net public savings balance appeared
likely, implying an expansipn of aggregate demand and a potential
heightening of inflationary ‘pressures already in the system. In
order to prevent a significant positive impulse to aggregate de-
mand while inflation remained strong and the economy was. at full
employment, Directors urged the ‘quthorities to find ways to econ-
omize on current expenditures, to\adjust, if possible, capital
expenditures, and to consider raisiyg additional revenues as part
of an effort to strengthen the budget position.

Directors noted that monetary poligy remained oriented toward
maintaining the linked exchange rate vis\a-vis the U.S. dollar.
They generally agreed that, since its introduction-in 1983, the
linked exchange rate system had been an impgrtant element in
preserving financial confidence and stability in.the economy.
However, Directors also observed that the exchange rate,1ink ruled
out the effective use of monetary policy in conkaining inflation,
and they noted with concern the persistence of ne&gative real
interest rates. A greater burden was therefore being imposed on
other policy instruments--in particular, on fiscal policy--to
contain demand pressures. . : :

While most Directors agreed.that the exchange rate’
balance, continued to serve Hong Kong well, a few Directoxs
believed that, given the overall stance of other policies,
upward adjustment of the exchange rate in the current circum
stances could be an appropriate policy response in order to ease
inflationary pressures. Directors also observed that supply-side
measures--such as a further expansion of labor imports and
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how quickly the Government could put in place policies and reforms necessary
to make progress toward a decline in underlying inflation and financial
stability, and thus, to improve the prospects for growth. He also recalled
the concerns of the Board that monetary and budget policy had been relaxed
quickly after the approval by the Fund of the $1 billion loan in 1992, and
that it was important to establish a record of implementation that would
tackle underlying inflation in a credible way.

The Prime Minister had reiterated his determination to put in place
credible policies and, in that context, the importance of eventual Fund

support, the Deputy Managing Director concluded. ~‘—_-—'——¥//

\\\\\DECISION TAKEN SINCE PREVIOUS BOARD MEETING

The following decision adopted by the Executive Board without
meeting in the period between EBM/ 6 (2/3/93) and EBM/93/17 (2/3/93).

4, EXECUTIVE BOARD TRAVEL

Travel by Assistants to Executive Directors as set forth in EB
(2/1/93) is approved.

3/27

APPROVED: October 20, 1993

LEO VAN HOUTVEN
Secretary
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'‘MANAGING DIRECTOR
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INTERNATIONAL MONETARY FUND
WASHINGTON, D. C. 20431 )

CABLE ADDRESS
INTERFUND

January 22, 1993

Dear Mr. Shokhin:

Thank you very much for your letter of January 22, 1993, which I have
just received, and for the attached article.

I fully endorse the statement issued by our Moscow Office, which I
attach herewith. I reiterate that the article you referred to has neither
originated in, nor received at any time the support of, the Executive Board,
management, or staff of the IMF.

Allow me to add that I deplore the confusion of public opinion which
such a document could have created over the support which the IMF is
extending to the government’s efforts for stabilization and reform. I
wholeheartedly confirm this support, which was clearly stated by the
Executive Board on January 11, 1993 on the occasion of the review of
developments under the Stand-by Arrangement.

I would not object to the publication of this letter if you judge it to
be appropriate.

_ Please accept the assurance of my highest respect.

Sincerely yours,

Mot —,

Michel Camdessus

The Honorable Aleksandr N. Shokhin

Governor of the International Monetary
Fund for the Russian Federation

Government of the Russian Federation

Staraya Ploshad 4

Moscow

Russian Federation
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Please find below the text of the éommuniqué given on January 21, 1993
to Reuters, Associated Press, Agence France Presse, Financial Times, Wall
Street Journal, Interfax, Nezavissimaia Gazeta.

"Presse communiqué

Moscow January 21, 1993

The Representative Office of the International Monetary Fund in Moscow.

The document published this morning in Nezavissimaia Gazeta, which is
presented as reflecting the point of view of the International Monetary Fund
on the course of economic reform in Russia, has actually neither originated
in, nor received-at any time the support of the management or the staff of
the IMF. Nor has it at any time been submitted to, or approved by, the
Board of Directors of the Fund.

It does not, in any manner, reflect the views of the management or the
staff of the IMF. The management of the Fund did not, in any manner or at
any level, suggest or authorize its release to the press.

The Fund deplores any wrong impression, intentional oxr otherwise, that
publication of the document may create in the public opinion of Russia".
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INDUSTRIALISTS &

ENTREPRENEURS
UNION OF RUSSIA
RUSSIAN FEDERATION | TEL.: 206 1475, 206 07 85
103070 MOSCOW STARAYA PL., 10/4 FAX.: 973 20 13, 975 23 23, 975 23 28

24th October, 1992

“The International Committee
for
. Econaomic Reform and Cooperation”
within the Commonwealth of independent States

Dear Mr. Camdessus,

We are pleased to inform you that significant progress has been made
in recent months to establish the international Committee for Economic
Reform and Cooperation. The project is moving to the stage of practical
implementation. We are now engaged in the preparatory.process to establish
the International Committee in the first half of 1993. The Intemational

- Committee will be established on a non-governmental basis, with wide
participation. :

As the first step, a small, private, high-level meeting will take place on
Thursday 12th and Friday 13th November 1992, at the Dacha Conference
Centre of the Union of the Industrialists and Entrepreneurs of the Russian
Federation, in the Moscow suburb of Serebryany Bor.

Nine States have so far given their official support to the project
(Azerbaijan; Belarus; Georgia; Kazakhstan; Kyrgyzstan; Moldova: the
Russian Federation; Tadzhikistan; and Uzbekistan.). A number of these
States have already indicated the names of the high-level participants whom
they have designated to attend the mesting, from both the Governmental and
the non-Governmental sectors. You will find enclosed, a preliminary list of
participants from States of the CIS.

In addition, the Government of the Ukraine has given notice of its
intention to participate in the meeting, as has the Govemment of the Repubhc
of Estonia.

Mr. Michael Camdessus
Managing Director
International Monetary Fund
Washington, D.C., USA
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As indicated by President Yeltsin in his statement to-the Heads of State
and Government of the seven major Western industrialised countries in
Munich on 8th July, this initiative is intended not only to promote economic
cooperation among the CIS States themselves, together with those of Eastern
and Central Europe, but also, to provide a framework for systematic
cooperation with Western Governments, major corporations, and multilateral
institutions.

For this reason, we wish to invite a limited number of Western
participants - from several key countries and from multilateral institutions. We
are pleased to be able to inform you that reactions in the West are.
increasingly positive to this initiative.

Following contacts between Mr. Martin Lees and Ms. Margaret Kelly,
we are writing to invite you to designate one high-level participant to attend
the meeting. '

The Draft Agenda for the meeting is also enclosed, together with a
Note of 23rd July 1992 describing the project, and a more recent.Progress
Report dated 8th September 1992,

The International Committee is intended to support economic reform
and cooperation in three important ways: :

- The Committee will be an important focus.to strengthen
economic cooperation among the independent States of the
Commonwealth, together with interested countries of Eastern
and Central Europe. '

- The Committee will also be a focus for systematic cooperation
on priority issues with Western partners, both from the public
and the private sectors. [t will be action-oriented, focused on
the definition and development of specific opportunities for
cooperation and investment.

- The Committee and its working groups will provide access to a
wide range of experience, ideas and.advice on the critical issues
of economic and social reform in our countries at this critical
stage. It will gradually lead to the creation of a broadly based
network of intellectual and practical cooperation. .

.83
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With these purposes in mind, the Moscow meeting has three specific
objectives:

- to consider how the international Committee can be designed
and organised so that it can be most effective in promoting
economic cooperation aqd investment;

- to clarify the practical steps to be taken to establish the
Committee as soon as possible;

- to reach preliminary agreement on the priority issues for the
programme of the Committee and its expert Working Groups.

it would be most convenient if the participants could arrive in Moscow
on Wednesday 11th November when arrangements will be made for
transportation to the Conference location.

The Moscow office of the intemational Foundation for the Survivai and
Development of Humanity has effectively euppceried the projeet duringthe
_development phase: the Foundation will be respons:ble for the organisation
of the meeting.

. For further information, please contact the office of Martin Lees in
Paris: Tel: (33) 1. 34.51.51.20. Fax: (33) 1.39.65.65.19.

We very much hope that, in view of the importance of this initiative at
this critical time, you wili be prepared to accept this invitation.

Yours sincerely,
Arkady 1. Volsky
President,

Union of Industrialists and Entrepreneurs
of the Russian Federation.

. Wit Lo
R. Martin Lees
Project Director

nnnnn
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To: Mr. Van Houtven TH
From: Julian Berengauzilfs

Subject: Russian Federation--Fax from the Moscow Office

Please find attached a letter from Mr. Shokhin faxed to us by
Mr. Foglizzo from the Moscow Office who asked that we forward it to

‘your department.

ORIG: MISS: HUGHES
cC: MD
DMD
MR. KAGALOVSKY
Attachment MR. DAWSON
LEG
SEC
MS. R. SAUNDERS

cc: Mr. 0Odling-Smee
Mr. Hernandez-Cata
Mr. Wolf (on return)
Ms. Primorac (on return)

1665610
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Mr. Michel Camdessus

Managing Director
International Monetary Fund
JAMECTUTEJIb NPEACEAATENA
TTPABUTEJIBCIBA October 21, 1992
POCCUICKON GENEPALIN ‘ :
. : ¢
«2R  oxrabpa 4 92 |
N RI7In-I9
r. MOCKBA

Dear Mr. Camdessus,

As you know, MrKonstantin Kagalovsky is the principal representative of the
Russian Federation among the Fxecutive Directors of the Intenational Monetary Pund
effective. November,1,1992 and residcs in Washington, the permanent Headquarters of the
Fund. The Fund is a specialized agency of the United Nations.

According to paragraph 4, Section 15, Article V, of the Agreement between (he
Unitcd Nations and the United States of America, regarding the Headquarters of the United
Nations, dated June 26, 1947, principal resident representatives of member countries (v
specialized agencies of the United Nations with Headquarters in the United States are
enttled to the privileges and immunities covered by said agreement undcr the conditions
therein provided.

I have the honor 10 request that you communicate to His Excellency the Secretary of
State of the United States of America our desire that His Excellency extend the privileges and
immunities covered by said international agreement to Mr. Konstantin Kagalovsky; and I beg
you, in transmitting this request, to express to the Secretary of State of the United States your

views thercon.
W% -
4

A Shokhin

Deputy Prime Minister
of the Russian Federation,
Governor for the Russian Federation
in the International Monetary Fund
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Dear Sir,

Due to misinformation the attached lestters addrassed Yo  you
were sent to Brussels. .The employee in charge at the EC-office
in Brussels promised us to forward the original letter to vour
address in Washington. However, 1in order to make sure that you
will indeed receive these very important letters, we take the
liberty to let you have a copy in the enclosure.

")

We trust to have been of service to you and wish to apologize
for the inconvenience.

incerely yours,
at Alerdinck Foundation’

coplEs cﬂ%%ﬂﬂﬂy/cc
89 89 Tzso
Secretariat : Koning Albertlaan 179, B-3620 Lanaken, phone : 32 %%711 222, fax : 32 X711 232
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7, place de Fontenoy, )
75700 Paris

téléphone : 568.10.00
clbles : Unesco Paris
télex : 204461 Paris

référence :

Mr. V. Lomeiko

135, rue de la Tour
F-75016 Paris

Tel. (33) 1.45 044373
Fax (33) 1.45 03 08 41

Mr.Michel Camdessus
Managing Director
International Monetary Fund
200, rue de la Loi

1049 BRUSSELS

Belgium

Paris, September 30, 1992

Dear Sir,

On behalf of the First Vice-Chairman of the Government of the Russian Federation, Mr. V. Shumeiko and

Mr. V. Kebich, Prime Minister of the Belarussian Government, I am honoured to send to you their letters and
annexes, informing you that the Russian and Belarussian Government and the Alerdinck Foundation of the
Netherlands are establishing the Russian Center for Economic Transformation with offices in Berlin and
Moscow and the Belarussian Center for Economic Transformation with offices in Berlin and Minsk.

In my capacity as Vice-Chairman of the Executive Council of UNESCO for the Eastern European Group and
Member of the Executive Committee of the Alerdinck Foundation, I am entrusted by both Governments to
hand over to you their letters requesting support. I am also honoured that both Governments have entrusted
me together with Mr. Frans Lurvink, President of the Alerdinck Foundation, to assist in preparatonal work for
the establishment of these Centers.

The Alerdinck Foundation has during the past seven years successfully worked in East-West relations in the
media and in the economic sphere.

The Centers are to be structured as Western non-profit organisations and will use German Treuhandanstalt
expertise as well as expertise from other Western, Russian and Belarussian institutions. The Vienna Council
has consented to be associated with the project. Other foundations and institutions may be invited to do so
as'well. ' - -
Achieving political and economic stability is our first priority and in our mutual interest.

We believe that this initiative may contribute.

| Sincerely yours,
Vladimir Lomeiko,

Vice- Chairman of the Executive Board of UNESCO,

Ambassador of Russia to UNESCO
Annexes: '

Letter Mr. V. Shumeiko, Russia
Letter Mr. V. Kebich, Belarus
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ALERDINCK FOUNDATION

FRANS LURVINK
President

Mr. Michel Camdessus
Managing Director
International Monetary Fund
200, rue de la Loi

1049 BRUSSELS

Belgium

Lanaken, September 30, 1992

Dear Sir,

The Russian and the Belarussian Government together with the Dutch based Alerdinck Foundation are
establishing the Russian Center for Economic Transformation and the Belarussian Center for Economic
Transformation. These two Centers with offices in Berlin, Moscow and Minsk will use the expertise of the -
German Treuhandanstalt and other institutions.

1am honoured that Mr. V. Shumeiko, First Vice-Chairman of the Government of the Russian Federation and
Mr. V. Kebich, Prime Minister of Belarus, have asked our Foundation to be cofounder for the Centers and
asked me, together with Mr. V. Lomeiko, Vice Chairman of the Executive Board of UNESCO and Ambassador
for Russia to UNESCO in Paris, to assist in the preparational work for setting up the Centers.

The Vienna Council consented to be associated with the Centers. Other international foundations and «
institutions may be invited to do so as well.

I am more than ever convinced that the West has to assist Russia, Belarus and other states of the former
Sovi 'tUnion and Eastern Europe in their quest for transformation.

Sinc :rely yours,

Fran§ Lurvink,
President Alerdinck Foundation
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Bame IIpeBocxommresbCTBO!

B xome ocymectBiaeHus sKoHoMmueckoi pedopmui B Poccmiickoit Pepepanuu
BO3HMKAET INEJb psif  OpoGieM, - pemeHme KOTOPHIX TpeOyer Bamei# momomm u
.copmeiictsms. Kak mokasmBaeT OmWT BCeX CTpan Bocroumoit Esponnl ¥  pecmy6imk
oeBmero Coserckoro Coi03a, B NMEPHOX . EPEXOAA OT CTAPHIX SKOHOMHUECKHX CTPYKTYP K
HOBEIM STH CTPaHBl INEPEXHBAIOT CEPHbE3HBII SKOHOMHYECKHMH  KDHM3UC: TajeHue
IIPOM3BOACTBA, - HECTAOWIBHOCTE  (PMHAHCOBOM  CHCTEMBI, CYMECTBEHHOE CHIDKCHHE
JXH3HEHHOIO YPOBHS HACEJICHHUS.

IlpasutensctBo Poccwitickoit Pemepanuy NOpEeANPUHUMAET PEMUTE/IbHEIE MEpPHI II0
crabmiM3anuM CHTyamud B CTpaHe, OyAydYM TBEpAO YOEXAeHO, UYTO IpPEXJE BCETO
COOCTBEHHBIE YCHUIMS AOJDKHEI BEIBECTH 'CTPaHy M3 KpH3uca # 9YTO IiyOokme IEpeMEHBl B
COLMAILHOM M SKOHOMHUECKOH cdepax - He Moryr. mpoitn 06e300J€3HEHHO H 3aHMYT
TIPOAOJIXHTE/IbHBI IIEPUOK. C o

MHorue HeraTHBHBIE SBJICHWS: CBF3aHBI C OTCYTCTBHEM OIBITa SKOHOMHYECKHX
npeo6pa3oBaHMii Ha IyTH, HEpexoja OT CHCTEMHI XECTKOTO IUIAHMPOBAaHMUS K PHIHOUHOH
S5KOHOMHKE. MBI CuMTaeM, UYTO ONPEAETEHHYIO HOMOmME B STOM IUIAHE HaM MOTJIH OBl
0Ka3aTh . BHICOKOKBAJMU(UIIMPOBAHHEIE 3alafHble CHEIMAJMCTBI, HMEIOIUe IOJIOXATEbHbIE
pE3yJIbTATH B AHAJTOTMYHOHA CHTyaLMH. '

Upes cosmarma Poccwiickoro ' medATpa  SKOHOMHUECKOH  TpaHchopMamuu M
IPOMBIIUIEHHOTO  DAa3BUTHS, pAacIHOJOXEHHOr0 B DBepmmme u  Mockse, Ha 6ase
ACIONb30BaHUS oOnbiTa HeMenxero OINEeKYyHCKOro coBera Oblia MpeACTaBJieHa MHE Ha
‘paccMoTperue rocmopuHoM O.JlropBunKOoM, npesmperToM - Ponpa Asiepiusk B Iosutagud,
moce ee OOCyxmeHuss C rocmoxoit  Buprur . Bpein, mnpesmpenroM OIIEKyHCKOTO COBETa
I'epManmm. o
Unes mo AOCTOMHCTBY OIEHEHA pSAOM CHENMaJdACTOB B.-Poccrm m Ha 3amaje H
BIIOJTHE JIOTHYHO IpHUBJICYCHHAE crnenuanucroB OIEKyHCKOro coBera I'epmMaBuM B KauecTse
JKCIIEPTOB, KOTOpHIE B TEU4EHHE 2,5 JeT HaKomwid Ooapmodl ombeIT paboTel IO
TpaHChOpManUU SKOHOMHKH OIHOM CONUAJIBLHOH CUCTEMBI B APYTYIO. '
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Poccuiickuif IEeHTP 3KOHOMHMYECKO# TpaHCGHOPMALKHA ¥ IIPOMBIILIEHHOIO pasBHTHS,
KOTODHIA Ipejsaraercss co3jmath B DBepimune M MOCKBE, JO/DKEH OKa3bIBATh COAEHCTBHE
HpaBn'reJmchy Poccuiickoit PDexepaupm B pa3pabOTKe CTpaTErmM M TAKTUKH IEpexoja K
PHIHOUHOH 5KOHOMHMKE BO BCex o0OsacTax: (UHAHCH, 9SKOHOMHKA, 3aKOHONATEJIECTBO,
IPOMBINUICHHOCTb, SKOJIOTHS, OOmEcTBERHEIE X HHPPACTPYKTYPHLIE ACIEKTHL.

S nompocun rocmozmEa @.JliopemEka ® rocmogura B.JIoMeiiko, Bume-
npexcenatens Hcnomamrensrory coBera FOHECKO ot crpar "Bocrownoit EBpomsi, BeCcTH
BPEMEHHYIO OPraHM3aLUOHHYIO paloTy IO CO3MaHMIO LEHTpA. )

Kak Tonmpko MBI mnosyaum Bamy mopmepxky, MI:I - co3naguM  ITOCTOSHHEIN
OPraHA3aIMOHHEIA KOMHTET.

Anpec ®onpga AnepavEK, KOTOpHIX Oyner KOOPAMHAPOBATS - pa60Ty Ha 3ana;xe

Alerdinck Foundation
Mr.F.LURVINK
Koning AlBertlaan 179
B-3620 Lanaken
- tel: (32) 89.711222
(32) 89.711232.

C BawnyumuMH TIOXEJTaHHSIMHU
B.Illymeitko
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Mr. Michel Camdessus
Managing Director
International Monetary Fund
700 19th Street, N.W.
WASHINGTON, D.C. 20431
U.S.A.

Bame IlpeBocxonuresbcTBO!

Pecny6auxa Benapych, KOTODPYW A NPELCTAaBJAKW B KauecTBe
HpegcenaTenﬁ CoseTa MMHMCTDOB TIepexrBaeT Mepuox rnydoxoro
BKOHOMUUECKOT'0 ansnca U HymnaeTCH B Bameit momomu.

Bo Bcex cTpaHax BOCTOQHOﬁ EBpomni, & TaKXe B pecny6nnxax
demero CoBeTCKOI0 Cowsza Hannuo pesxoe naneHue npOMBBOﬂCTBa,_
mnsHeHHoro YPOBHA Haceneunﬁ. Hoacmgy MOKHO BCTDETHUTDH TIECCUMUBM
¥ HeJOBOJBCTBO. HaM Moka ynaeTCH COXPaHUTH ROHTponb U NOpPANOK
B Bexnapycu, HO npononmamuaﬁcﬁ JIOMKS OTHONEHU{! ‘MeXLY - GHBIUMM
COBETCHEUMU pECHNyOJNKaMl IPEYMHOKAET KOJUUECTBO INPOGJEM, KOTOpHE
Daxe TDYLHO. cefe NMpencTaBUTh. 3a WeCTh MECHALUESB TEKYWLero roma
3HAUUTEJBHO COHKPATUIOCE . npOMHmneHHoe ¥ CEeJbCKOXO03ARCTBEHHOE
TIPON3BOLCTEBO.

MH NOHMMaeM, uTO IIepeMEeHH B noxnwmqecnom, DKOHOMUUECKOR U

_OﬁmeCTBeHHOM chepax He MOTYT NpPORTHU 6eB360IEBHEHHO . Omrako “

OMHT, Hall ¥ HaAWUX coceleit, y6exmaeT B TOM, UTO MHOTHE HexeJraTelb-
HHE MDOABIEHUA KDUBMCA MOKHO GHJIO 6 M36exaTh. Hama pecrmyGiuea
HaxonuTCH B Hauale CIOXHHX U TPYOHHX npeodpaBOBaHMM.

b ~Mu, "B Bejapycu, NDUIJIY K aaxxmueamm, UTO HEOOXOOUMO 06pa-
TUTHCH K ONHTHEM CIeLMaJNcTaM PHHOUHOM BROHOMMKM ¥ COBMECTHO C
HUMM paspaboTaTh (NPUMEDHO 3a I'0N) MONPOGHH{ NiaH Ha MepeXONHHI
nmepuos ¥ C KX IOMOWBKN IPUCTYIUTH K peasusaluy 5TOrO TIaHA.

Woesa cospanua Benopyccroro lleHTpa SKOHOMUUECKOH TpaHchop-
MallMi, DacClONOKEHHOTO B BepiuHe u MuHCKE, WCIOXb3Y: ..I'0 OIHT
crnieuuanucTos Hemeuxoro OmekyHckoro CoseTa, paspa”. :Ha IOCHOIU~-



2
HOM JIODBMHKOM, HpeanﬁeﬁTOM QOHné "AnnepnuHK" B TOoJIaHOMM ¥ HalUMU
CrlelaJncTaMu. ;

oTa Kues BHUMATENbHO M3yueHa: B [lpaBuTenbcTBe Benapycu, oHa
- HallJla TIOANEPXKY HEKOTODHX MHHNUCTPOB SKOHOMUKM 3amagHHX CTDaH.
[leHTp moJkeH, paspabaTHBas IJAH Iepexofa K DHHOUHO! SKOHOMUKE,
OKaBSHBAaTh HDaBMTeﬂbCTBy KOHCYNbTALMOHHHE YCIYTU MO BCEM acrexTam
yKe ceituac. _

" OHOBDEMEHHO MH BeneM padory ¢ pyxosoncTBOoM [Lofiue BaHRa Io
BOCCOB3JIaHM0 KDeNUTHO-QUHAHCOBOK CMCTGMH Benapycm 1 06pasoBaHUL
DECIyGINKEaHCKOTO GaHKa peROHCprRHMM.

' HpennaraeMHe pacxonn B nepnon CO3LaHUA U paboTH ueHTpa.
a) mepuoxn cosnauusg LlenTpa - I MIH. H0JIIapoB
6) DacxomH, Heodxonumme Ions pa6oTH llenTpa - IQ MiH. nonnapOB B ron

Me o6pamaemca K'Bam ¢ NpoChGOR BHASIUTH:

I. YacTb OT ykasaHHOU cymMMH B I MIH.JOJNNIApOB, HeoGxomuMoll mis
cropeiimero cosnaxus lieHTpa, HasHauUUB OFHOI'O DKCIepTa OT Bamero
MUHUCTEDCTBa, KOTODHH NOMOI du HaM B BHPaGOTKE IEPBOHAUAJILHOIO
IJIaHa.

. &. Yaerp or 30 MIH. nonnapOB, pennoyaraeMoro 6mnmeTa IleHTpa
Ha. Tpu rofa. o E

fl nompocux roc. MHCHMKOBMqa, 3aMeCTMTeﬂH [Ipemnpep- MMHHCTD& o
‘Benapycu, roc.lleoHosa, Toprosoro HpencwaBMTenH Benapycu B Bepiune,
roc.Jlomefiko, Unena HcmomuurenpHoro Komurera WHECKO rno cTpaHam '
BocTouHnoit EBpomH ¥ uneHa [lpaBieHus ToHpa "AJIEDOMHK", BecTH
BPEMEHHYK OpraHU3alMOHHY® DaBoTy. Kak TOJBKO MH IOJyuuM Bamy
TIONNEDXKY, MH HaB3HaUUM ITOCTOSHHHH OpTraHN3aloHHH! KOMUTET.

Toc.JleOHOB 6yLeT KOOPpOUHUPOBaTh paboTy Ha 3anafe-lno aipecy.:
YuTep neH JiuHmeHn 55-61 | ‘
1080 Bepaun
FepmaHMﬂ
(37) 2 234 30 3411 229-29-78
@aRc (37) 2 229 24 69
rejekc 114004, 1I4005

C yBaxkeHuUEM U TIPUSHATEIbLHOCTEHI

//{/1’/4‘3/ B.®.Kefm,

HpencenaTenb Clisi ra MyHUCTDOB
Pecniy6aunxku Beaa:-
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Translation

V. Shumeiko
First Vice-Chairman of the Government of the Russian Federation.

Moscow, September 30, 1992

Mr. Michel Camdessus
Managing Director
International Monetary Fund
700 19th Street, N.W.
WASHINGTON, D.C. 20431
U.S.A.

Dear Sir,

In the process of realization of economic reforms in the Russian Federation, a whole range of problems has
arisen and for solving them we need your help and assistance. The experience of all East European countries and
republics of the former Soviet Union shows, that in the time of transition from the old economic structures to
the new ones, these countries are enduring serious economic crisis: drop in production, unstability of financial
system, considerable decline in living standards.

The Government of the Russian Federation is taking critical measures to stabilize the situation in the country
being absolutely sure, that first of all its own efforts should help the country to get out of crisis and that the
profound changes in social and economic spheres would last long and cannot be painless.

Many negative facts occured because of the lack of expé‘rience in economic reforms on the way of transition
from strict planning system to the market economy. We believe that certain aid in this area can be provided by
highly qualified Western specialists who have gained positive results in equal situations.

The idea to establish the Russian Center for Economic Transformation and Industrial Development situated in
Berlin and Moscow on the basis of experience of the German Treuhandanstalt, was presented to me for
consideration by Mr. F. Lurvink, President of the Alerdinck Foundation in the Netherlands, after discussing it
with Mrs. Birgit Breuel, President of the German Treuhandanstalt.

The idea was appraised as its true worth by some experts in Russia and in the West and it is quite logical to draw
in the specialists from the Treuhandanstalt as experts, as during 2,5 years they accumulated great experience in
transformation of one social economy system into another.

The Russian Center for Economic Transformation which is proposed to be established in Berlin and Moscow,
should assist the Government of the Russian Federation in working out the strategy and the tactics of transition
to a market economy in all areas: finance, economy, legislation, industry, ecology, social and infrastructural

.aspects.

I asked Mr. F. Lurvink and Mr. V. Lomeiko, Vice-Chairman of the Executive Board of UNESCO of Eastern Europe
countries to carry out temporarily practical activities in establishing this center.

As soon as we receive your support we shall establish a permanent organization committee.

The address of the Alerdinck Foundation which would be the coordinator in the West is:

F. Lurvink, Alerdinck Foundation

Koning Albertlaan 179, 3620 LANAKEN, Belgium
Tel. (32) 89.71 12 22

Fax (32) 89.71 12 32

With best regards,
V. Shumeiko
First Vice-Chairman of the Government of the Russian Federation
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Translation

V.E. Kebich
Chairman of the Council of Ministers of the Republic of Belarus
{Prime Minister)"

Minsk, September 30, 1992

Mr. Michel Camdessus
Managing Director ‘
International Monetary Fund
700 19th Street, N.W.
WASHINGTON, D.C. 20431
U.S.A.

Dear Sir,

.The Republic of Belarus, of which [ am the Prime Minister, is going through a period of a deep economic crisis

and it needs your help.
All countries of Eastern Europe and the former Soviet Union are facing sharp fall in productivity, sharp drop in
living standard. Pessimism and dissatisfaction is spread all over these countries. Although we still manage to
keep control over the situation in Belarus, the more and mecre breaking down of the relations between the
former Soviet Republics mounts problems hardly conceivable. During the last six months the industrial and
agricultural production drastically curtailed. _
We are well aware that changes in political, economical and social fields cannot take place without deep pain.
However, the experience of our neighbour states and ourselves proves, that one should have avoided many
unpleasant developments of the crisis. Our republic is at the beginning of difficult and complicated reforms.
We, in Belarus, came to the conclusion that it is necessary to apply to the experienced experts on market
economy and together with them to develop (approximately in one year) a detailed plan for the transitional
period-and together with their help to start implementing the plan. A plan to set up a Belarussian Center for
Economic Transformation in Berlin and Minsk, using the expertise of the German Treuhandanstalt, was"
developed by Mr. Lurvink, President of the Alerdinck Foundation in the Netherlands and our experts.
This plan has been thoroughly discussed in the Belarussian Government and supported by some Western
Ministers of Economy. The center should, while drawing up a plan for the transition into a market economy,
assist the government in consulting on all fields already now.
At the same time we work together with the leadership of the Deutsche Bank in re-establishing the monetary
system of Belarus and in setting up a Republican Development Bank.
The costs of the center will probably be:
a) Developing stage of the center - US$ 1 million
b) Operational stage of the center - US$ 10 million a year

We would ask you to commit
1. a part of US$ 1 million at short notice for the development cost and to nominate one expert from your

Ministry to help draw up the initial plan.

2. a part of the probably US$ 30 million a three years budget for the center.
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I have asked Mr. Myasnikovich, Deputy Prime Minister Mr. Leonov, Trade Representative of Belarus in Berlin, Mr.
Lomeiko, member of the Executive Board of Unesco for East-European countries and a Board Member of the
Alerdinck Foundation to conduct temporarily organisational activities. As soon as we have your support we will
nominate a constant organisational committee (In his letter of September 2nd to Mr. Lurvink, Mr. Kebich asked
Mr. Lurvink to join this Committee, which Mr. Lurvink has consented - see copy attached).

Mr. Leonov will coordinate the work in the West (in his letter dated September 2 Mr. Kebich asks Mr. Lomeiko,
Mr. Leonov and Mr.Lurvink to coordinate - see copy attached).

Address Mr. Leonov:

Unter den Linden 55-61, 1080 BERLIN, Germany
Tel. (49) 2 234.30.34

Telex 114004, 114005

Fax (049) 2 229.24.69

*Amb. V. Lomeiko

135, rue de la Tour, 75016 PARIS, France
Tel.(33) 1. 45 04 43 73

Fax (33) 1. 45 03 08 41

*Frans Lurvink

Koning Albertlaan 179, 3620 LANAKEN, Belgium
Tel. (32) 89. 71 12 22

Fax (32) 89.711232

Yours sincerely,
V.F. Kebich
Chairman of the Council of Ministers of the Republic of Belarus

“According to Mr. Kebich' letter to Mr. Lurvink dated September 2nd - see copy attached



Translation

V.F. Kebich
Chairman of the Council of Ministers of the Republic of Belarus
(Prime Minister)

22010, Minsk House of the Government
September 2, 1992, No. 03/400-956

Dear Mr. Lurvink,

The Republic of Belarus, of which I am the Prime Minister, is going through a period of a deep economic
crisis and it needs your help to overcome it. All countries of Eastern Europe and the former Soviet Union

are facing sharp fall in productivity, unbalanced financial system, sharp drop in living standard. Although
we still manage to keep control over the situation in Belarus, the more and more breaking down of the relations
between the former Soviet Republics mounts problems hardly conceivable.

The Government of Belarus is well aware that deep changes in political, economical and social fields cannot
take place without pain. However, the experience of our neighbour states and ourselves proves, that one
could have avoided many unpleasant developments and the crisis itself if we had been consulted by the
economic experts who had already gained experience of carrying out such kind of macro-economic reforms.
The idea to set up a Belarussian Center for Economic Transformation and Industrial Strategy with offices in
Berlin and Minsk, which would use the expertise of the German Treuhandanstalt, was presented by you.

The idea was a result of your meeting with Mrs. Birgit Breuel, The President of the Treuhandanstalt, when
she made some important suggestions. This plan has been thoroughly discussed in the Belarus Government
and got its approval. Besides this, some Western Ministers of Economy consider the idea to use the experts

of the German Treuhandanstalt with two and a half years of experience with such economic reforms as a
very logic one.

Such center can assist our Government to work out the strategy and the tactics for the transformation to a
market economy in all fields - monetary, economy, legislation, infrastructure and a social field and also to carry
out structural reforms in industry and realize the privatisation reform.

The costs to set up the Belarussian Center for economic transformation and industrial planning with offices
in Berlin and Minsk will probably be:

a) developing stage of the Center-US$ 1 million.

b) financing of the Center for a three years periods - US$ 30 million.

We would ask you to commit:

1. a part of US$ 1 million at a short notice for the development costs.

2. a part of the probably US$ 30 million budget for three years to finance the center. )

I have asked my Deputy, Mr. Myasnikovich, Mr. Leonov, Trade Representative of Belarus in Berlin, Mr. Lomeiko,
Member of the Executive Board of Unesco for East-European countries and a Board Member of the Alerdinck
Foundation, and you, Mr. President, to conduct temporarily organisational activities.

During the organisational period we will appoint our representatives to the Board of the Center.

The Government of Belarus would like to ask you Mr. Lurvink, as well as Mr. Leonov and Mr. Lomelko to
coordinate the work in the West.

We also appruve your suggestion on close cooperation between the Belarussian and the Russian Centers with
their offices in one building in Berlin.

Yours sincerely,
V. Kebich
Chairman of the Council of Ministers of the Republic of Belarus
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MexOoyHapoIHH#A BaJWTHHI $OHI
I~H ®a6 Puuapnm,
JIvpexTop, EBponeickuit- ormes
(BamyurTon, ClA)

Bawe [IpeBOCXOAUTENBCTBO!

Pecniy6auxa Bendpych, KOTODYW i MPEACTaBIAN B KauecTBe
[Ipencenarensa CoBeTa MUHUCTDOB, IIEPEXMBAET MepUold TUIYOGOKOTO
SKOHOMMUECKOT'0 KpU3Mca M HykmaeTcs B Bameit momouu.

Bo Bcex cTpaHax BocTouHoil EBpOMNH, & Takke B peCIyOIuKax
ouBliero CoBeTcroro Cow3a HaMMLIO DE3KOe MalleHUe NPOU3BOICTBA,
KVSHEHHOT'O YPOBHA HacCeJeHUsA. [[0BCOOY MOKHO BCTPETUTH IT€CCUMH3M
Y HeOoBOJBCTBO. HaM MOKa ymaeTcs COXPAHMTH KOHTDOJNL U IIOPANOK
B Benapycu, HO IpONOJKawMascA JOMKA OTHOWEHU# MexIy OHBIUMU
CoBeTCHKMMM DecCIyOJMKEaMM NIPEeYMHOKAEeT HOJWUECTBO Ipo6JeM, KOTOpHE
Hake TPYAHO cebe MNpeNCcTaBUTh. 3a WeCTh MECALEB TEKYWero roma
SHAQUUTENHHO COKPATUIOCH NPOMHIUJIEHHOE U CEJIBCHOXO3ANCTBEHHOE
IPONBBOACTEO . :

Ml roHMMaeM, UTO IEepeMeHH B IOJUTUUECKON, SHOHOMUUECKO! U
QdmeCTBeHHoﬁ cpepax He MOTYT IPONTH Ges360jye3HEeHHO. OmHAaKO
ONHT, Hall ¥ Hamux cocenefl, ybesjaeT B TOM, UTO MHOT'ME HEXEJQTEJNb-
HHE TPOABISHUA KpUBKUCa MOXHO OHJIO OH M36emaTh. Hama pecrnySiika
HaXxOOUTCA B HauaJe CJOMHHX U TPYOHHX Npeo6pasoBaHuil.

M, ‘B Belapycu, OpUMLIN K sanﬁmqunm, YTO HEOO6XOOUMO obpa-
TUTBCA K ONHTHHM CIELMaJUCTaM DHHOUHON SKOHOMMKM M COBMECTHO C
HUMK paspaboraTh (IpUMEPHO 3a I'ONl) MOINPOGHHH MJIaH Ha IePEeXOLHHIH
Iepuom M ¢ UX IMOMOWBN MPUCTYIUTEH K pealn3aliyl 3TOT0 IIIaH4.

Vmed cosmaHusa belopycckoro I[eHTpa SKOHOMHMUECKOl TpaHcdop-
Maluu, DPAacCIONOXEHHOTO B BepauHe U MHHCKE, UCHOJIb3yWuUero OILT

. cieuuaaucToB Hemeurxoro OnexyHcroro CoBeTa, paspaboTaHa TOCHOIU-
~ HoM JiwpBuHKOM, IIpesumenTom @onma "ANNepAuHE" B ToNNaHmny ¥ HalUMN

ClleuuaauCcTaMu.
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JTa Kled BHUMATEJbHO U3yueHa B IIpaBuTeJbCTBE Beiapycu, OHa
Hamna_nogﬂépgxy HEKOTOpHX MUHUCTDOB SKOHOMUKM 3alafHHX CTpaH.
IleHTp fonkeH, paspabaTHBag ILUIaH Mepexofa K DHHOUHON SKOHOMIUEKE,
OKa3HBAaTh NPaBUTEJIBCTBY KOHCYJBTAUMOHHHE YCIAYI'M II0 BCEM acCIleKTam
y®e ceftluyac.

OIHOBPEMEHHO MH BeIeM paGoTy ¢ pyroBomcTBoM Joffue BaHKa IO
BOCCOB[aHMN KpeNuTHO~PUHAHCOBOf cUCTeMs Belapycu ¥ 06pasoBaHU0
DECITyOINKaHCKOTO OaHKa 'DEKOHCTDYKLIUH.

[IpennaraeMbe pacxolH B IEpUOJ CO3LAHUA U padon IleHTpa:

a) nepuon cosgaHusa lUeHTpa - I MIH.JOJJIapOB
6) pacxonH, HeoO6XoInuUMHe IJsa paGoTH llenTpa - IO MnH.gqﬁnapoé B TI'om.

" M o6pamaeMca K BaM ¢ NnpochO0# BHIEIUTH: -
I. YacTh OT yKasaHHOM CyMMH B I MJIH.[NOJJIApOB, HEOGXONMMOft OJf -
ckopeitmero cospauud lleHTpa, Ha3HAUMB ORHOI'0 BKCIEPTa OT Bamero '
MUHUCTEPCTBA, KOTODHI MOMor OH HaM B BHPAGOTHE [I€DPBOHAUAJNBHOTO
[JjaHa.
2. YacTy oT 30 MJH.HDOJJIApPOB, IpenmnojiaraeMoro Owiaxerta leHTpa
Ha Tpu roja.

fl noﬁpocnn roc.MacHukosuua, 3amecTuTress [IpeMbep-MUMHUCTDA
Benapycu, roc.JieoioBa, Toprosoro IlperncraButens bejsapycu B BepJauhe,
roc.Jiomeiixo, Unena HemosuurenrHoro KomureTa WHECKO mo cTpaHam
-BocTouHoit EBporny ¥ ujneHa IIpaBieHus ®oHma "ANNepnuHK", BECTH
BPEMEHHYHW OPTraHUBalMOHHY® padoTy. Kax TOJBKO MH IOJyuuM Baumy
TOLIEDKKY, MH HA3HAUMM [IOCTOSHHHI OpTaHUBalVUOHHH? KOMUTET.
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CONGRESS OF THE UNITED STATES

July 10, 1992
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————’
Michel cCamdessus

CC: MD
Managing Director and Chairman
of the Executive Board

786110

DMD
) MR. DAWSON
International Monetary Fund
700 19th Street, N.W. MR. P.
‘Washington, D.C. 20431

ANDREWS

Dear Mr. Camdessus:

I have commenced a one person crusade to get the House to consider the
IMF/Russian aid package before the August recess.

Attached is a statement I thought might be of interest.

Sincerely,
{
-
Jam . Leach
MembeXJof Congress
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Dear Ms. Bughes,

Thank you for. your letters of Oq

I would very much appreciate you
to unable us to open the office by Nc

and taking into account short time
neccessary arrangements  are being

3

rtober 6 and 7.

b fuither asglstance in order
ywvember 1. In this connection
eft, I bhope +that &all +the
made so that the appointed

Alternate Director, Advisor and Assistant could come to Washington

by Qotober 26-27.
~N

.

Sincerely vyours,

1992 OCT -8 M T:

02260¢

Honstantin Kagalovsky
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STATES OF FORMER U.S.S.R. OTHER THAN RUSSIAN FEDERATION -
REPORT BY DEPUTY MANAGING DIRECTOR

The Deputy Managing Director made the following statement on recent

developments in the states of the former Soviet Union other than the Russian
Federation:

The Managing Director and I have reported to Executive
Directors on Russia on a number of occasions, and you will con-
sider the Russian authorities’ request for a first credit tranche
arrangement on August 5. On this occasion, I would like to update
Executive Directors on developments in the states of the former
Soviet Union (FSU) other than Russia. Given the general interest
in these countries, and the fact that no papers on these countries
will be issued to the Board before the recess, Executive Directors
may welcome this opportunity to hear about recent developments.

There have been many similarities in the economic develop-
ments of the states of the FSU. All were severely disrupted by

. the collapse of the old central planning system, which has yet to -

be replaced in most countries by well-functioning markets. Al-

- though the old regime has remained stronger in some places, such

as Ukraine, Moldova, Azerbaijan, Uzbekistan and Tajikistan, than
in others, it has not protected them significantly from the gen-
eral decline in output. Disruptions in trade between the states
of the FSU and a lack of financing for imports from elsewhere have
aggravated the general output situation. Monetary disturbances in
the form of growing substantial interenterprise arrears (including
interrepublican arrears) and a shortage of cash have also contrib-
uted to the decline in activity. '

Incomes in most states of the FSU other than Russia have also
been hit by the deterioration in the terms of trade in those cases
where they import oil or gas from Russia and other FSU states; and
some of the lowest-income countries have been further hit by the
loss of transfers from the Union budget. '

In most of the states of the FSU,. output is now expected to
be down 20-25 percent in 1992 compared to 1991, There are signs
in a number of countries that the fall in output has been dimin-
ishing in recent months. A separate note will be circulated to
Executive Directors with further details and tables on economic
developments and policies in each country.

There appears to have been a greater variety of policy re-
sponses than of basic economic conditions. Regarding price lib-
eralization, some countries are still controlling the prices of
some basic consumer products, such as bread, meat, and dairy
products. There has been little change in this since the Pre-
Membership Economic Reviews, but the general cost of subsidization
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Also Present
IBRD: C. E. Kimeg and D. Morrow, Latin America and the Caribbean Regional
Office. European I _Department: M. Russo, Director; G. Earp. European II
Department: J. Odi\hg Smee, Director; E. Brau, Deputy Director; A. Cheasty,
L. E. DeMilner, D. J.‘Donovan L. Hansen, I. Kapur, T. Shikado.. External
Relations Department: S»J. Anjaria, Director; M. A. Seeger. blscal
Affairs Department: V. Tangi, Director. IMF Institute: C. J. R Morris.
Legal Department: H. Elizalde, R. B. Leckow. Monetary and Exchange Affairs
Department: M. Guitién. PoliéygDevelopment and Review Departmént:

J. T. Boorman, Director; T. Leddy), Deputy Director; F. C. Adams |

B. Christensen, R. F. Krieger, M. ecious, J. P. Pujol. Resea#ch
Department: M. Mussa, Economic Counsellor and Director; M. Goldstein,
Deputy Director; M. D. Knight. Secretaky's Department: J. W. Lang, Deputy
Secretary; S. W. Temmey. Southeast Asia and Pacific Department

L. M. Koenig. Statistics Department: J. BX\Mclenaghan, Dlrector
Treasurer’s Department: D. Williams, Treasurer; D.' Gupta, C. A\ Hatch.
Western Hemisphere Department: C. M. Loser, Deputy Director; J%—P. Amselle,
M. E. Bonangelino, L. E..Escobar, C. Gonzalez-Rodriguez, 0. Gronlie,

E. €. Suss, E. S. Williams, R. L. Zandamela. Adviso to Execu#ive
Directors: J. 0. Aderibigbe, M. A. Ahmed, L. E. Breue M. B. Chatah,

C. D. Cuong, B. R. Fuleihan, M. Galdn, A. Gromnn, J. Jamnik, J. M. Jones,

E. Martinez-Alas, M. Nakagawa, Y. Patel, A. M. Tanase. Assigtants to
Executive Directors: M. C. Arraes, D. A. Barr, G. Bindley-Taxlor,

B. Bossone, J. H. Brits, Chen M., M. Da Costa, Deng H. ’
N. A. Espenilla, Jr.: A. Giustiniani, H. Golriz, K. M. Helnonen‘ Kanada
T.-M. Rudiwu, K. Langdon, G. J. Matthews, S. Rouai, P. Salles, D.‘gﬁarkes,
F. A. Sorokos, T. P. Thomas, Tin Win.
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in those countries retaining price controls has been rising as
inflation has persisted at a high, though falling, rate throughout
the region. There have also been strong pressures, which have
been accommodated in some countries, for increases in budgetary
producer sub31d1es and subsidized credits, especially to agricul-
ture. :

Since the Tashkent meeting on which the Managing Director has
already reported, little progress in improving the arrangements
for the coordination of monetary policy in the ruble area has been
made. Only two members of the ruble area other than Russia have
raised the central bank finance rate to 80 percent, following the
Russian move on May 29. Similarly, the exchange rate has been
unified only in a very few states. Russia has now started bi-
lateral negotiations with other ruble area members, aimed at
agreeing a set of rules for monetary policy. The Fund staff is-
advising the Russian working group on ruble area issues on these
agreements and other matters, making this advice available to
other ruble area members at the same time.

There is a growing sentiment among all members of the ruble
area other than Russia that their interests might be better served
by introducing their own national currencies. They have been in-
fluenced in this by a perception that they will continue to have
little if any influence over monetary policy decisions, by the
shortage of cash supplies,; and, in sSome cases, by increasing
doubts about Russia’s -ability to stabilize the ruble or provide
cash. As the degree of commitment to the ruble area has dimin-
ished, some of its members have felt less constrained from issuing
excessive amounts. of central bank credit. This has been most pro-
nounced in the case of Ukraine, but has occurred in a number of
countries. However, 'in others the ruble shortage has sharply
constrained credit expansion, and credit p011c1es have ended up
being considerably tighter than in Russia.

Despite the shift in favor of the introduction of national
currencies, only a few countries have recently added their names
to those that have already announced a clear intention to intro-
duce their own currency. After Estonia, which introduced the
kroon on June 20, Latvia freed the Latvian ruble from the Russian
ruble on July 20, and now in effect has a separate currency al-
though its official new currency, the lats, will not be introduced
for another few months. Lithuania, Ukraine, and Moldova are still
intending to introduce their own currencies, although the timing
is unclear in the case of Moldova. Azerbaijan has recently
announced its intention to introduce a currency in mid-August
initially as a parallel currency alongside the ruble. .Belarus has
already introduced a parallel currency to act as a supplement to
the ruble because of the cash shortage, but it remains in the
ruble area for the time being. There are reports -that Georgia is
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Planning to move in the same direction within the next couple of
months. Some other states are now actively preparing contingency
plans to introduce their own currencies if discussions with Russia
on monetary arrangements are not successful in the coming months.

' N

. |
Many states of the FSU are grappling with major budgeFary
pressures, with the problems being especially acute where §ub-
sidies are large, transfers from the Union have been 1ost,[and
there are no natural resources available to provide a relatlvely
painless source of revenue. There have been some successee,
especially in the Baltic countries: Estonia and Latvia are both
planning balanced budgets in the second half of 1992, desplte
above-average falls in output and deteriorations in the te#ms of
trade, and the absence of natural resources. Good progress is
being made in some other countries, notably Kazakhstan and'
Kyrghyzstan. There are, however, strong pressures in many | coun-
tries to increase expendlture, especially subsidies and credlts to
producers, and very large fiscal deficits could occur. in those

countries if these pressures are not resisted. o [

The need for structural reform is accepted in the Vasé major-
ity of countries. Considerable progress has been made in the
preparation of privatization programs and in corporatlzatlen of
state enterprises. Mass privatization, usually through voucher
schemes, is more often found now in these programs. Con51derab1e
progress has also been made in the privatization of hou51ng On
the other hand, demonopolization is proceeding slowly. '

i

'

The Fund staff has visited most of the states of the FSU
several times in recent months to discuss economic reform and
stabilization programs. In nearly all cases the staff has\dis-
cussed with the authorities memoranda of economic p011c1esiwh1ch
cover similar ground to the Memorandum of Economic P011c1es in
Russia which Executive Directors saw in March. 1In a few cases,
the discussions about policies have evolved into negotiations over
a letter of intent. This process is most advanced in the ease of
the Baltic countries, and I am pleased to inform Executive |Direc-
tors that the staff reached agreement, ad referendum, Wlth}the
Latvian authorities on a letter of intent at the beginning | lof this
week. It is our intention- to issue a staff report on Latv;a next
month, so that Executive Directors can consider a request for a
stand-by arrangement before the Annual Meetings. Negotlatlons on
a program are currently under way with Estonia, and the lndlca-
tions are that they will soon be successful, so that the Board can
consider a request for a stand-by arrangement on a similar 'time-
table. For Lithuania, negotlatlons will be resumed in the 'second
half of August. E

: : |

Other countries where we foresee a realistic possibility of

- : . - le
reaching agreement on a program within the next few months 'include
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Belarus, Kazakhstan and Kyrghyzstan. The authorities are keen to
move ahead fast and progress is being made. However, much work
still remains to be dohe 'in these countries, and at least another
two missions to each will be required. It is not possible at this
time to predict how long the process will take, or whether it will
in fact be possible to reach agreement.

In all these countries considerable financing requirements
are envisaged. The usual financing assurances will be required
before the requests for stand-by arrangements will be brought to
the Board. In the case of the Baltic countries the process of
obtaining financing assurances has already begun within the G-24
chaired by the EC Commission. It is hoped that the meeting in
Brussels next week will establish that sufficient financing will
be forthcoming for these three countries to enable the programs to
go ahead. 1In the case of the other countries, it is intended to
seek financing assurances in the context of consultative groups
for each country. . The World Bank will chair these groups, and the
Fund will take the lead in work relating to balance of payments
financing. The Bank is planning to launch this process in a
series of meetings in the capitals of potential donors and cred-
itors, beginning next week. The initial series of meetings will
focus on Kazakhstan and Kyrghyzstan, and will not discuss specific
financing requirements. The Fund staff will participate. When
agreement 1s reached between the. Fund staff and a country about a
program, the World Bank will arrangé’a consultative group meeting
for that country in order to seek financing assurances. Fund
staff will keep Executive Directors informed of developments in
advance of such meetings, as has been done in the case of the
Baltic countries.

The Fund staff has been discussing the major elements of a
suitable economic reform and stabilization program with Armenia,
and ‘a staff wvisit to Yerevan is currently in progress. - However,
the regional conflict is having adverse economic effects, both
direct and indirect, which will make it difficult for a program to
achieve its economic objectives. The staff has, therefore, indi-
cated that the prospects for being able to conclude negotiations
on a Fund-supported program are likely to depend on, among other
things, a diminution of the impact of the conflict on the economy.
The same would hold in the case of Azerbaijan where, however, dis-
cussions on a program are at a very preliminary stage, partly
because of recent governmental changes.

Four European II Department missions to Ukraine in the past
seven months have been preparing the ground for negotiations on a
program that could attract Fund support. The outline of a pos-
sible memorandum of policies was left with the authorities in May,
on the understanding that the staff would return in June to dis-
cuss the Government’s considered response and begin quantifying
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program objectives.. In the event, no such response was fo#th-
coming, and policy discussions were confined to the problems of
short-term crisis management. In the meantime, monetary and
fiscal policies have become markedly weaker, and a sharp acceler-
ation in inflation is a distinct possibility unless policies are
changed. The impact of this situation on the stability oflthe
ruble is causing concern among the Russian authorities and|is
damaging economic relations between Russia and Ukraine. Ukraine
has agreed with Russia to leave the ruble area by October 1 but
much clearly remains to be done to ensure the satlsfactoryxlntro-
duction of a fully independent monetary policy and currenc?.

Extensive technical assistance has been rendered to all
states of the FSU in the last few months. The emphasis haé been
on providing advice on changes in the fiscal, monetary andlstatls-
tics systems which could be implemented quickly and which would
improve the prospects for the success of economic reform a?d sta-
bilization programs in the near future. However, advice apout
longer-term institutional improvements has also been provided. In
addition to providing guidance in the area of tax and expenditure
policies, the Fiscal Affairs Department has also provided -advice
aimed at improving fiscal management through strengthenlngibud-
getary procedures, establishing a Treasury, reforming tax admin-
istration, and streamlining and targeting social safety nets. The
scope of technical assistance from the Monetary and Exchange
Affairs Department (MAE) has been comprehensive, covering all
major central banking functions in order to support the immediate
operational and structural changes needed for effective imple-
mentation of monetary and exchange policies. Mission work{has
been concentrated most on Ukraine and those countries, such as the
Baltics, Belarus, Kazakhstan and Kyrghyzstan, that are cloéest to
effecting economic reform and stabilization programs with Fund
support. In all cases clear recommendations have been left with
the authorities, who have often expressed their great appreciation
for the Fund’s contribution in these areas. However, the imple-
mentation of the recommendations has often been slow or noﬂ-
existent. The IMF Institute has not only included part1c1pants
from the FSU in its courses in Washington, but has. also conducted
short courses for high-level officials in a number of FSU §tates
and longer courses in Moscow. Courses at the Joint Vienna |
Institute will begin next month. 3

The Fund staff has continued to cooperate closely w1th other
international institutions, member governments and central banks.
MAE technical assistance has been supported by experts from 22
cooperating central banks and staff from BIS and OECD. Coopera-
tion with the World Bank has been close, with Fund staff relying
on Bank staff to provide advice on many areas of structurali poli-
cies, and Bank staff following Fund staff advice on macroeconomic
policies. There has been virtually no overlap between the work of
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the Fund and the other international and multilateral institutions
such as the EBRD, the EC Commission and the OECD, but there has
been full exchange of information about each other’s activities.

The placement of resident representatives and advisers in the
states of the FSU is progressing satisfactorily. There are now
two resident representatives in Moscow, and one each in Estonia
and Lithuania. Others will take up their posts in Kazakhstan,
Kyrghyzstan, Latvia, Moldova and Ukraine in the next few weeks,
and in Belarus a little later. We are in the process of con-
firming or seeking to identify resident representatives for the
other countries. In addition, resident advisers in central banks
are beginning to take up their positions. Advisers in Lithuania
and Ukraine have already begun their assignments and advisers in
the GCentral Bank of Russia will begin soon. These advisers are on
secondment from cooperating central banks.

A separate note will be circulated to Executive Directors
with further details of missions, resident representatives and
advisers, and membership status.

As the Fund’s familiarity with the states of the FSU in-
creases, the diversity of economic situations and policy responses
becomes more apparent. Management and staff will tailor the
activities in each country according to its specific circum-
stances. But whatever these may be,/there can be no doubt that
the contribution that the Fund can make to economic reform and
stabilization is very great indeed, and will continue to justify a
major, and probably growing, allocation of our resources in’ this
direction.

Mr. Goos wondered whether more specific information could be provided
on how the consultative group process, which would include staff visits to
capitals beginning the following week, would work.

The Director of the European II Department responded that the capitals
to be visited were in Western Europe and Japan. A team comprised mainly of
World Bank staff, but with Fund representation, would explain the purposes
of the consultative groups and how they would operate in future to officials
in those capitals. It was his understanding that the World Bank had already
contacted officials in those capitals through the Executive Directors’
offices in the World Bank to propose how those meetings might be conducted.
The process would take about two weeks. Also present at those meetings
would be representatives of the Governments of Kazakhstan and Kyrghyzstan,
who would give presentations of their view of the situation. The purpose of
the meetings was more to explain the consultative groups’ functioning and
the future consultative group process than to discuss specific developments
in those two countries, which were being used as models. Both the Fund and
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the Bank expected that the consultative group process Would ‘be functional in
a few months., :

|
it showed
that the Fund gave equal attention to all the former Soviet republics, not
merely to Russia. In that context, he wondered what the reaction had been
in discussions with other former Soviet republics to the Fund program for
Russia and whether the Russian model of a first credit tranche approach
would be considered in other cases or would the staff recommend | stand-by
arrangements for the other republics.

, - |

The Acting Chairman said that the objective in each case was to try to
come to an agreement on policies for the period ahead that could be sup-
ported by a full stand-by arrangement. That approach was being taken for
each of the states. The first credit tranche was also an instrument that
the Fund could use in some of the former Soviet republics, just|as it was
currently being used in Russia and other member countries. He could not see
any near-term prospect for use of the first credit tranche, but”he would not
preclude it. With respect to the three Baltic states, the staff was nego-
tiating a full stand-by arrangement rather than a first credit tranche ar-
rangement, mainly because programs could be agreed that could sarve as the
basis for full stand-by arrangements. : 2

The Director of the European II Department remarked that er reason
that Russia had not been considered ready for an upper credit tranche
arrangement was that ruble area issues had not been settled. In contrast,
Latvia and Estonia already had essentially separate currencies. i Lithuania
was expected to introduce its own currency at about the same time that its
program with the Fund was ready. : ‘ :

As to other countries’ reactions to the arrangement with Rd551a
generalizations were difficult, the Director of the European II!Department
commented. Their reactions had been more in the form of questlons espe-
cially what the arrangement meant for them. |

Mr. Wright noted that, on the issue of monetary arrangements, it now
seemed clear that a number of republics intended to introduce their own
currencies, irrespective of the outcome of the working group onithe ruble
area. Some time ago, Directors had regarded Estonia as the model for intro-
ducing a separate currency in an orderly manner with respect to,the treat-
ment of remaining ruble balances and other factors. He wondered whether
that model was still considered workable and what the prospects were for
achieving an orderly transition to independent currencies in those republics
that so chose. The information contained in the Acting Chalrman s statement
did not sound particularly encouraging. '

|

The Director of the European II Department replied that the situation
was not at all discouraging. On the contrary, given the p0551bﬂ11t1es for
things to go wrong, he had been pleasantly surprised. Most of the nego-
tiations about exiting the ruble area had been progressing reasonably well.

|
|
i
|
|
!
t



\__/

)

- 11 - EBM/92/94 - 7/24/92

In the negotiations between Ukraine and Russia on the former’'s intention to
leave the ruble area, agreement had been reached on a number of important
points. Among other issues to be discussed, the one that was likely to take
time was the exact treatment of rubles after they were withdrawn from cir-
culation in Ukraine. Given that the models of Estonia and Latvia now
existed, there was a good chance that amicable and workable arrangements
would be reached with Ukraine and with other republics generally. In a
sense Estonia did provide the model, but, as the Latvian situation had
shown, circumstances could be slightly different in each country. There-
fore, the approach had to be adjusted in each case, but the underlying
principles were likely to be the same.

The Directors concluded their consideration of the Acting Managing
Director's statement.

-

2. ‘XPOMINICAN REPUBLIC - REVIEW UNDER STAND-BY ARRANGEMENT, .
AND EXCHANGE SYSTEM
~

.
The Executive Directors considered a staff paper on the first review

under the 1%gmonth stand-by arrangement for the Dominican Republic approved
on August 28:\l?91 (EBS/92/113, 6/29/92).
N .

3

Mr. Kafka mé&e the following statement:

My authorities are in full agreement with the thrust of
the staff paper which profiles the dramatic turnaround in the
Dominican Republic’s situation after the new economic program was
adopted by the Dominicah. authorities in 1990 and particularly
since the stand-by arrangeqsnt was approved in August 1991.

In 1990 my Dominican autliorities introduced a bold package of
measures that sought to address “the imbalances that had accumu-
lated in a period of rapid growth ‘hetween 1986 and 1989. The
package sought to liberalize the priee system, introduce a more
market-oriented monetary policy, and realign the value of the peso
relative to the U.S. dollar to a more realistic level; it also
incorporated structural reforms in the tax“and trade areas.

In 1991, the full-year effect of the 1990“measures con-
tributed significantly to the strengthening of the Dominican
Republic’s macroeconomic situation, thereby bringfhg‘practically
to a stop the fall in real GDP growth and dramatically curbing
inflation from 100 percent in 1990 to 4 percent in 1991\ as well
as improving the balance of payments. Underlying these

in 1990 to a small surplus, owing to both expenditure restraint
and increases in revenue.
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The improvement in public finances was reflected in the sub-
stantial decline in the net domestic assets of the Central!Bank
and a substantial increase in foreign exchange reserves. pther
factorsithat contributed to the strengthening of the monetary
sector and the reserve position were the liberalization of|inter-
est rategxﬁfd the establishment of an essentially unified exchange
rate in the\ interbank market., Toward the end of 1991, the[author-
ities elimikﬁFed portfolio requirements of commercial banks and
unified reserye requirements in the banking system. The essen-
tially market-determined interest rate structure resulted in high
real interest rates, which encouraged domestic saving, promoted
substantial capi%al inflows, and helped to contain demand pres-
sures in the economy. ' : |

In the externalysector, the current account deficit n%rrowed
marginally as improvements in the services accounts and a ?all in
imports were partiallf\gegated by an almost compensatory fall in
exports. The latter refilected the impact of a drought on‘§gri-
cultural production and &, shortfall in the export of ferronickel.
However, the capital account saw a substantial turnaround from a
net outflow of $300 millio&\in 1990 to a net inflow of $ZSQ mil-
lion in 1991. The latter wag due to substantial private séctor
inflows, reflecting a show of‘confidence in the policy actions of
the authorities and the real interest rate differential that
developed between the Dominican‘Republic and the United States.

{

During 1991, my authorities ofserved all quantitative per-
formance criteria--many with substahtial margins--and have not
drawn upon the resources of the Fung\gnder the current stand-by
arrangement, although they drew on the, compensatory and contin-
gency financing facility (CCFF). Also‘in 1991, my authori&ies
took the initiative to begin restructuring their external debt.
They reached an agreement with their Pariy Club creditors, |bought
back the outstanding public sector debt to\Mexico at a'sub#tantial
discount, and cleared all arrears to multiliteral lenders, ‘with
one exception, for which a prompt solution is expected.

|
:

In 1992, my authorities intend to pursue Wigorously policies
aimed at attaining macroeconomic stability and lay the groundwork
for sustainable growth. Real GDP is expected to

cent, inflation to stabilize at relatively low levkls, and |the
external current account deficit to narrow. -

|
'

The overall public sector deficit is expected to oveﬂfrom a
marginal surplus in 1991 to an equally marginal defici 'inﬁ1992.
This development represents a rise in capital expenditurg in the’
accounts of both the Central Government and the public en er-
prises. However, it should be noted that discipline with kespect
to current expenditures will be maintained, and efforts wil
continue to be made to improve the overall revenue position

|
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INTERNATIONAL MONETARY FUND
WASHINGTON. D.C. 20431

CABLE ADDRESS
INTERFUND

CCT  EUR II
July 24, 1992

Dear Mr. Mashits:

I am very pleased to accept the invitation in your letter of July 22,
1992 for Fund staff to participate as advisors in the work of the Working
Group on the ruble area. The forms of participation you propose are
acceptable to us. This is most important work, and we are ready to begin
immediately.

::) I am sure that you understand the need for the Fund to be impartial as
between its members. Should any misunderstands occur among other members of
the ruble area about the nature of our cooperation on this subject, I hope
that you would not mind if I was to show the authorities in those countries
copies of this exchange of letters.

I have asked Mr. Hernandez-Cata, Deputy Director of the European II
Department, to take responsibility for overseeing the participation of the
Fund staff in your work. Mr Lopez-Claros of‘the Fund’s Moscow office will
be responsible for local liaison.

I am greatly looking forward to this new phase in the cooperation
between the Fund and the Russian Government.

Yours sincerely,

) | Ovi Offsg- e

John 0dling-Smee
Director
European II Department

Mr. Vladimir Mikhailovich Mashits

Chairman

State Committee of the Russian Federation
On Economic Cooperation with Member States
of the Commonwealth

6 Proezd Vladimirova

103073 Moscow, Russian Federation
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ORIGINAL: RUSSIAN
fuply! /24 /92
CHATRMAN OF THE
STATE GOMMITTEE OF THE ORIG: EUR II
RUSSIAN FEDERATION FOR
ECONOMIC GCOOPERATION
WITH MEMBER COUNTRIES
OF THE COMMONWEALTH
::7 July 22, 1992
No. VM-2041

Director

European II Department
International Monetary Fund
Mr. John 0dling-Smee

Dear Mr. 0Odling-Smee:

In accordance with the agreement arrived at between the Acting Chairman
of the Government of the Russian Federation, Ye. Gaidar, and the Managing.
Director of the International Monetary Fund, M. Camdessus, the Fund experts
may participate as advisors in the activity of the Working Group of the
Government of the Russian Federation on Problems of Monetary and Payment
Relations with the States of the Ruble Zone.

./

We assume that the IMF experts acting as advisors of the Working Group
will provide consultative assistance in the form of preparing their
proposals for documents that have to be worked out and also materials on a
number of general and special matters. of a technical nature. The IMF
experts will be invited to sessions of the Working Group primarily in cases
where their proposals are being discussed and also at technical meetings at
which representatives of other CIS countries are participating.

We would like to hope that we will reach a mutual understanding on the
functions of the IMF experts in the framework of the Working Group’s
activity.

We anticipdte that our cooperation will be fruitful and successful.
Sincerely yours,

[signature]
V. Mashits

P ukliew of frvfooo
o ro s s

Copy-
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RECEIVED
IMF FAX CENTER
01428Y - 223 moTu3
MPELCERATEND
FOCYZAPCTBEHHOIO KOMUTETA -
POCCHACKON GEEPALUH Jupexropy 11 EBpomneiickoro JemapramenTta

N0 3KOHOMMHECKOMY COTPYJHUYECTBY VexAyrapORHOro BAMOTHOTO QOHAA

C FOCYJAPFCTBAMM — JNEHAMM r-ny JwoRy OmimHEry-CMIT
COZPYXECTBA

Al LerOcet S

Y L0457

103012, Mocksa, yn. Bapeapka, 7

L)

- Vragaemu! r-g OmimeEr-CMm!

B cooTReTCTBMH C NOrOBODPEHHOCTBI, HOCTUTHYTOU MEXIY -
u.o0.llpepcenarens IIparuTesbCcTBa Poccuiickoilt demepannm E._TaiimapoMm u
JUpPEKTOPOM-PACTIOPAIUTENIEM MexnyHapoaHOro BajmTHOroO QOHIA
M.Kamgecclo, sKcnepTH POHZa MOT'YyT NUPUHATL y4YacTHe B KadYecTBe
COBETHUKOB B LeATeJILHOCTH Pabodell rpymmm IIpaBUTelLCTBa PoccHitcKOH
bezepamu 110 OpoblleMaM IeHERHO-KPeAUTHHX U NIaTe®HO-pacdyeTHHX
OTHOWeHU# ¢ rocyzapcTBaMmu PYyOJIEBOE ROHH.

Mu mpeprioiaraeM, 49ro axcoepTH MB® B KavecTBe COBETHUKORB
PaGoyeli rpyms 6yOyT OKaSHBATL KOHCYJLTATHBHOE coledcTBUEe B dopMme
[IOZAITOTOBKK CBOVX IPeIJIORCHHN K paspabaTHBaeMHM JOKYMEHTaM, a
TaKEe MATEpUHAJIOB IO DALY OOUUX. U CIEIMAJLHEX BOIpPOCOB
TeXHWYECKOr'0 xapakTepa. JxcnepTH MB® OyzayT mpuriamaTbCcs Ha
3acejanus Pabouell IpyIls IpeXne BCEr'o B TeX Ciy4dasx, Kormga OynoyT
o6CyEBIaThCA UX [PeliiOReHWsa, a Takge Ha TeXHW4YecKue BCTpeuu C
y4yacTHeM NpelcTaBATeJed ApYrux crpar CHI. )

XoTemoeh 6 HAJEATHCH, YTO MEH LOCTUIHEM BIaUMONOHUMAHUA O
PyEKIHUAX 3JKCIEepTOB MB® B paMrax JeATelIbHOCTH Pabouyeil rpyTIm.

My paccurTHBaeM, 4TO Halleé COTDyIHWYECTBO 6yJeT ILIOAOTBODHEM

W YCIIEemHRM.
U .

B . Maunag

.

C yBaxenueM
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INTERNATIONAL MONETARY FUND
WASHINGTON, D. C. 2043I

CABLE ADDRESS

DEPUTY MANAGING DIRECTOR INTERFUND

‘JUL 2 11992

Dear Mr. Gerashchenko:

I am writing to congratulate you on your appointment as Acting Chairman
of the Central Bank of Russia. It is evident to all that you are
undertaking this position at a very critical point in the Russian
stabilization and reform program; I know that Russia can benefit
considerably from your broad experience in the banking field.

Looking forward to renewing our personal contacts established last
year, I remain

Yours sincerely,

Richard D. Erb
Acting Managing Director

CC: MD
Mr. Viktor Gerashchenko ¢
Acting Chairman DMD
Central Bank of Russia EUR II

Moscow, Russia
MR. P. ANDREWS
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Office Memorandum

July 20, 1992

The Acting Managing Director

John 0dling-Smee (TV’q

Russian Federation--Letter to Mr.

Gerashchenko

Please find attached a draft letter, for your signature, to

Gerashchenko, who has been named Acting Chairman of the Central

Bank of Russia, replacing Mr. Matiukhin.

Attachment

cc:

The Managing Director (o/r)

Mr.

P. Andrews
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Office Memorandum

()

To: The Acting Managing Director July 20, 1992
From: John Odling-Smee O\V”?

Subject: Russian Federation--Letter to Mr. Gerashchenko

Please find attached a draft letter, for your signature, to
Mr. Gerashchenko, who has been named Acting Chairman of the Central

Bank of Russia, replacing Mr. Matiukhin.

Attachment

cc: The Managing Director (o/r)
Mr. P. Andrews
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: To: The Acting Managing Director ’ July 17, 1992
7 &L @2 4355 From: John 0dling-Smee 9\9’$ f?7€¢<vr“vu g
. \)\‘ CPQLL" h 1/)
Subject: Sachs and Russia ce d\t_t**

You will be interested to see the attached transcript of a
radio program broadcast yesterday morning on NPR, in which Sachs is
quoted as being critical of the IMF. Direct quotes include his
comments that:

--More could have been done (presumably by the IMF) to get
the aid from the West moving faster

--The IMF has insisted that the Russians hold the money from
the IMF in the bank rather than using it to finance imports;

--The IMF gave bad advice in cautioning governments not to
introduce their own currencies too quickly, thereby leading to
irresponsible monetary policies, undermining the ruble and preventing
the implementation of the stabilization fund.

Indirectly, Sachs is quoted as saying that the IMF has been
"grudging, stinting, picayune and ineffective”.

Sachs does not make one complimentary remark about the IMF.
There is no attempt at a balanced presentation of the Fund’s
activities in Russia.

This seems to me to be unacceptable behav1or Aespec1a11y on
the same day that Sachs was going to meet with you and expected to be )
taken seriously. You might consider writing him a gently rebuklng

letter.

-
. l“ﬁk J m~u;*u \L‘ SarpLJ., -
QA— Mo D(; V\M}--. *} d steaiay 'H"'al

cc: Mr. Boorman
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2ot e \- . d o Mr=NanHoutven
Office Memorandum |t
%@ Mr. Leipold
Mr. Jhili
Mr. Franklin
Mrs. Greaves
To: The Managing Di éator ‘ June 12, 1992
B From: Leo Van Houtve %
Subject: Office.for Russian

With the impending visjt to Washington of President Yeltsin and
others who will accompany him, Ahe availability of an office in the Fund for
the Special Working Group may again be raised. As indicated in the attached
memorandum, Mr. Verzhbitskiy, a mémber of the working group, has been
advised that the Fund would be ready to proceed on office space,. provided
there is progress on administrative arrangements for Mr. Foglizzo'’s office.
The Russians do not want to link the two issues. Moreover, it seems that
there has not been movement on settlement of the Moscow office matter. We
have, therefore, reiterated to Mr. Verzhbitskiy that the two issues would
need to be coordinated..

Attachment

cc: The Deputy Managing Director
Mr. Odling-Smee
Mr. Andrews

ey A agp
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i Office Memorandum

To: Mr. Van Houtven : June 10, 1992

From: B. R. Hughes

Subject: Office Space for 'ssian Special Working Group

In response to the inquiry by the Russian Federation,
yesterday I spoke with Mr. Vitaliy Verzhbitskiy, Third Secretary for
Economic Affairs, concerning arrangements for office space in the Fund
for the Special Working Group. The group is anxious to have the
office as soon as possible.

As agreed, I indicated to Mr. Verzhbitskiy that we would be
ready to provide office space, but that for us to proceed, the Fund
would find it helpful for there to be progress on the matter of
offices for the Fund's Resident Representative in Moscow.

Mr. Verzhbitskiy was taken somewhat aback and asked for information on

~our requirements in Moscow. With Mr. Brau's agreement, a copy of the

letter of April 24, 1992 was faxed to Mr. Verzhbitskiy.

Today, Mr. Verzhbitskiy called to say someone was currently
working on the issue in Moscow. Mr. Markossov, however, wished him
(1) to make it clear that they do not see a direct link between the
two issues, and (ii) to determine whether there is any difficulty in
obtaining the Fund office space soon. It was pointed out that
Mr. Foglizzo has office space. 1 replied that the Fund felt the two
matters would need to be coordinated. Regarding the office space in

Moscow, I understood that administrative arrangements were yet to be

made as the Fund was itself providing the present offices.

-Mr. Verzhbitskiy indicated that Mr. Kagalovskiy or Mr. Gaidar may
.speak with "the leadership of the Fund". A delay in being able to

establish their contacts in the Fund by linking the two matters "would
be detrimental to our success". I confirmed that the specifics of the
Moscow issue would best be discussed with the European II Department.

cc: Mr. Brau



‘jNTERNNﬂONALlMONETARYFUND
WASHINGTON. D.C. 20431

CABLE ADDRESS
INTERFUND

CC:

53
(@]

DMD
. PERETZ

EUR II

. BEVERIDGE
. P. ANDREWS

=

B8

June &4, 1992

Dear Mr. Kagalovskiy:
Thank you for your letter of May 18, 1992, to the Deputy
::> Managing Director regarding the designation of members of a
Special Working Group for liaison with the Fund. We shall look

forward to working with Mr. Markéssov and Mr. Verzhbitskiy.

Sinc€fely yours,

o Van Houtven
Secrefary and Counsellor

Mr. Konstantin Kagalovskiy
Plenipotentiary Representative of the
Russian Government for Relations with
International Financial Organizations
Ul. Ilinka 10

Moscow, Russian Federation

BRH:skr
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O M Van Houtven

Mr. Lang

Mr. Jbili
Mr. Frankhin

Mrs. Greaves
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' uRIG. SEC
103132, Mocksa, CC: ‘MD
Cmapas naowyads, 4 DMD
mes.  206-28-48, T_' o . " MR. PERETZ
djaKC 206-48-55 Tne Honorable Richsrd DL Er .
. : "~ Deputy Managing Ihreccor EUR II
International Monsfary Fur
Washingtan, Lil. 24t MR. BEVERIDGE
MR. P. ANDREWS
May 18, iuuy | , oplys ftfea

 Dear W~ Erb,

Mipister ol Russia, a Scfcial v(urh;rs; Greup hes been formed in
Washingion that will rsport To the Government throush the Office
of' viie Rlenivotentizry Representative of the Russian Covernment
on Interastiog with Internatichiel Financizsl Urganizatigns.

. M, Bueorgui S, Markessov Counsellor, and Mr. Vitaliy
Y. V-rzhmtsmy Third Séo*‘a“w for Eoonomic Affairs of the
Embaszsy of Ruasia to tne Unitcd States ‘he.ve-been assignegd to thie

At the regusst of %P Yogoe T, 8aidéas, First Deputy rPrime

They will servc o8 decicnatsd ilisisen officers Tor the
vermment of Russia, working from an office in the IMF RBuilding
hich, o5 wo undersiand, zhell be provided te the Group) in

: cperation with the OFfice of ths U K Evscutive Diranfor
regsnics the interests of Wusszian in the TMF and the World

&
8
|:g 5)
5 8

Your acgistance in naiping tha {@rudp to get establiszhed in
the IMF and maintain day-fo-day contacts with the siafl of the
Fund and myselt” will ha ¢reatly apprecialed.

With beasl Tagards,
Sincerely,

¥ tantin G ¥nenlovzki
o7 1¥N 7661 } 04 Eonstantin G baga_o " Kiy
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tomorrow morning
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THE WORLD BANK/IFC/MIGA .
. DATE: May 14, 1992
TO: Mr. John Odling-Smee, Director
FROM: Wilfried Thalwitz:Q RVP, EC3
EXTENSION: 473-36860

- SUBJECT: gian Federation — Structur ues

1. Wa have carafully exanined the proposals in your memorandum of May 12th to

A strengthen conditionality om structural issues forxr the Stand-by Arrangemsut. At

\/) the cutset let me emphasize that we share your objective of sustaining and
accelerating if possible thae pace of structural reforms during this critical
period. The issue for Russia, however, is not so much a matter of commitment;
indeed in many areas the Government has already set objectives and timetables which
are perhaps overly amhitious and unlikely to be met because of the time required
faor propar preparation and implementation. Thare are nevertheless areas whera it
would be possible to establish additional aonitorable outcomos as structural
banchaarks and to specify intermediate measures which could sexve as appropriate
prior actioms. We have introduced a pumber of such changes in the attached matrix
-which are shaded gray for ease of referenca along with related deletiens.

Lat me alaborate on some of the igsues.

2, For epterprise reform, we welcome the suggestion to mova forward with a few
demonstration casas for large enterprises and to include some more upfroat actioms.

-~ We would also welcome adding measures to encourage more foreign direct investament
(by perhaps inzerting in the matrix wording like "Crsate a high-level Inter-

\J) Agoncy Commission or working group by Octobexr 30, 1992 to draft comprehenscive
legislation and guidaelinas to attract, screen, and register foreign direct
‘investment, particularly for natural resource expleitation but also for othar
areas®). We would, however, advise against including numeriecal targats such am
privatizing 502 of the small-scale enterprisaes by December 1992. The experienca to
date with the oxperimeutal program in Nizhny Novgozrod and the reality that the
logal authorities, who will play a major role in the privatization process, will
not be #asily gquidaed by the centar maeans that the outcome is not amenable to
specification as this time. Similarly for the mass privatization program, some
monitorable interxmediate steps can be added but it would be unrealistic to atteapt
to specify complation dates for a complex and unwieldy program which is likely to
span years rather thaan moaths.

3. We believe the actions in the araa of competition and anti-monopoly to be
undertaken by mid-June should provide the bagis for designing a strong program to
be implemented later ia 1992. Please note that anti-trust legislation already
existe; thus the immediats requirement is to prepare guidelines to improve
implenentation based on the axparience over tha part yoar.

4. Ve have clarified wording under the gocjal safety net. where thé issue ig
more one of timing rather than substance. Legislation on the unemployment systea




“—imi—MAY—-14-°92 THU 18:88 1D:WB EC3TC FAX NO:282-477-3288 H#983 PE3

thould be a prior action but the design and establishment of a comprehensive systam
of social entitlement cannot be done by mid-June since work is just underway and
will supportad by a component under our proposed privatization TA project scheduled
for Board consideration later this susmmer.

5. We have provided more specifics on tha program of commercial bapk reform
‘which should meet the desire for moxe monitorable indicators. Ia reexamining the
finauncial sector issuwes, we also. thought you might find helpful ocur views on
directed credit programs (attached annex) which you might wish to include in your
Latter of Inteat.

6. Wa would advise against including formal conditions for the aariculture
secotor at this time. The land tenure praoblam is both coaplex and politically
™, seasitive. We iatend to deal with this as well as many other iscues in developing
\,> a program of raforms for our proposed Agriculture Sector loan planned for Board
congideration latar this calendar yaar. Instaad, you might wish to mention in your
lettaer of inteat that the Government is working with the Bank in developing a broad
program of reforms in this sactor under A plannad FYS3 operation.

7. Pinally pleass note that we, as a matter of policy, we do not specify formal
approval of legislation as a condition to avoid pre-judging parliament’s authority
(and have thus modified such refsrences) and om the legal framework, we bslieve
that the key actions are alraady included as part of enterprise reform (7d).

8. We hope that these suggestionsg will prove helpful in formulating more timely
and specific anchors to monitor the adjustment process.

™ ¢€€. Mr. Stern
\,D _ Mr. Cheetham
- Mr. Richalopoulos
Mr. Holsean
Mr. Huang
Mr. Brau (IMF)



1. Price Policy
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Table 5. Russian Federation: P1

(1) Prior Actions

Liberalizntion of et energy pdces (whiject Lo export
taxee) by Jume 3, 1992. [No chonge anggentcd.)

e Bl e e e P o e b

Prior Actions, Pecformance Criteria and Sir
Revisions and Addin.as Suggesied by the Bank in Polcy Areas | throu,. 6

. Benchmarks

Revised 13 May 1992 . '

(2) Performance Criterin

—— ]

() Strucwral Benchmarks

Reduclion of expont tax for ol and gas 50 a8 to0
permil dommestic price to rise to cne-half the world
level by April 1993, (o thees-fourths by August 1993
and to the world level by Aprif 1994,

g

o

3. Finaxcisl Policiea

o. Fiscel galicy

Esiablish new domestic 1ax on olf and ga. Initaily
it will be a temporary axcise sax lo be replaced a3
koon a3 porsidle by profiis-dased scxatlon). [The
stnicgure and level of oiclse sat 1s so be discyxsed ond
agreed (ad referendsim) Us the field by Bank, Fund
ad Risslan authorides.)

Define and publicly asaounce n new, profits-based
oil aad gat laxation system (by 9/30792). The new
sysess shoudd ceplace the temporacy excise tax by
12731192, oc an w00 therealley an in feasible. The

introdustion of the new tax syriem ahould be
accompanied by s elimiontion of a8 ciher
repeblioan fevef peiroloum taxes cxsept for basio
royaiies (and, untll the transition to world prices is
completed ln April 1994, the tramaitory varlable
expost (ax).

§. Extesnsl Policy

All extemally imposed export quotas (end other
VERs) 1o be suctioned by 12/31/92.

6. Interstate Relitlons

Agpoint werking gmup to dovelop proposals asd
aclion plan to elimimate mon state-10-piats trading
amngements, 0 remove remaining resirictions oa
tendo and to facililale enterprissto-enterprise

toansactions.

Cancomilant with imposition of {$ percens ladlf oa
trede with third couctrics, appoinl workieg group to
maks recommendationson the futwre lasiff regime and
to examing problens of rules of odgia and oter
procedures.

A oty sem— —————

Reack sgreemant (by 9/3092) o eliminate all slale
orders in interstzts tmding (by 12/31/92).
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Table S. Russian Federation: P{\ P ..)d Prior Actions, Performance Critecia and St\/ Benchmaﬂ(s
Sections 7 to 10 — Systemic Changes . Revised 13 May 1992

7. Enterprise Reform

a. Corpormization of medium
and arge slate enteaprises

b. Privalization of sate
owned calerpriaes (SOEs)

¢. Privatization plana for lerge
ealerpriser

—— e —

(1) Prior Actions : @) Performance Criteria - (3) Struclura) Bencimarks

Anaounce (by 7/30) plans for conversion of all medium aed
large SOBs inlo joint stock companics, Conversion to be
completed by 12/34/92,

Agree upon procedures for exerciaz of ownership role for
SOEs expecied 1o remain in public seclor (by 9/30/92),
Establish eality to fulfill this funciion for Russian Federation

enlecprises (by 9/30/92),
Estsblish Working Group on corporste governance ' Working Group lo compiete (by 9/30) program (o strenglhen
(eppoinimem and responsibilitica of boacds of direstors, corporalo governance in large SOEs remaining ia public
incentives fox managers, improved accounting system, sector, Implementation of program In selected Jarge
asgreement on stnte subsidies (if any), ¢tc.) for SOEs eolerprises (by 1/1/93),

expectsd Lo remein in the public sector.

Completion by GKl of detailed dengn for maas privaiization
scheme (by 9/30).

Anpouscemear by GKI of simplifted and flexible scheme for
smuall scale privatization (by 8/30), ‘

28]

Revislon of awe, programs and guidelines for consisteacy
with mass privatization and small scale scheows, and to
enhance adminlstrative dimplicky, by GKI (by 9/30).

Wortking Group formed to develop specific privatization
propozah for a "demonsteation group” of § - 10 Jerge
enterprises (including sppropriate steps to proowte
competilion and to resalve excess [abor and eoviconmenial
problcms)
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7. Enlerprise reform (eé:nﬁmmd)

4. Legal framework for
enlerprise reform

—
(L) Pdor Actlons-

68§ Working Group formed Yo
dralt legiskation on (7)) bankruptoy
ni Epdauom, (li) covtract law aad s enforoement, and
(@&i) creattos and transfer of propedy rights.

3} Structural Benchmarka

i 8. Pro-Competition and Ami-
Monopoly Polices

a. Demonupotization of
exiating structuren ’

b. Faciliate new privare
sector aclivitles

¢. Antiinnt legislation snd
enforcement

demonopolization ard o conrdinate the work of the
relevant agencies in this area, Define work pha and
sthedile to address thess hauen,

Extablish IASANENEN Warking Grovp on removing

odracies (o effective freedom of eatry loc nvw ememrises.

C;)niplcu and diseeninate guidelines for improved
inplementation of exining antl-trast legislstion.

Working Grouvp completes Phase I of work which provides
sralegic spproach to demonopolization and defines
appropoists Institulonat arrasgements aad jurisdictions (by
10/30/92). Complete Phese IT which distilly leasons on
demasopolization of or-going pilot privalization studiea of &
sample of Iarge entesprises (by 12/30/92). Complete Phaso
I which prepares opeaatiomal guidetines for broeder
demonopolization by 3/31193).

Working Group sompletes (by 9/30) (¥R repon, Including
recoxemendations 07 meamuxes 1o implemen) its conclusions,
on remavel of cbsiacles to freedom of emry (reginration
prosedures, accens to urtban commercial real eslats, etc.).
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9. Strengthening the Commercial
Banking System,

) =

v
(1) Prioe Actlons N\

Eatablish Inles-Agoncy Woeking Group (Ceateal Bank,
Supreme Sovict, Miniviry of Finance, Ministry of fasice,
Associntion of Bankens) to study sad make
recommendatioas regarding strongthening the commercial
banking system, lochading () banking tegistation, prudeatial
reguiation end wepecvinion, (i) suditing and accounting
stzndards, (Iil) qualily of portfolio and capitaBzslion of
banks, (iv) structure of the financial 1ysiem and osvnecship
of banks, (v) laxstion of financial tranasctions, and (vi)
paymenia isruea, .

w
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10. Saclal Protection and the
Social Safety Net

(1) Prior Actlons

Defire migimal povedy line thst cam be defended and se)
cdinum fevel of nuin benefits (pensons and

oneaployment) at the poverty Bae,

| Ordmumcidi | osswwescime |

Completion (by 9/30) of recommeadations for redesign of the i
system of entitlemnenis (Pensions, famlly allovaaces, aick
pay, and means-temied sacial assistance for individuate both
in and out of the fabot foxce) baged on ongoing work in the
Ministrics of Labos aed Soalal Protection.

Develop 1be adminisrative cagacity lo implement the above
policics, The main elemenis of the dzsign to be completed
by 12/3192; full implemetation (o take place by 12/31493,

Estsbllahs [mumber to be detenmined] employmeat offices able’
1o deliver uneenployment and other beuﬁu 10 be flly
operstiona] by 9/30/92,

—

[ T

——
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Annex
Draft Paragraph on Direct Credit

During the pericd of economic disloecation, we cannot rely upon the
finsncial markets alone to allocate credit. We have inctroduced special credic
programs for agriculture, for basic industries, for conversion of military
faccories, etc. Under these programs the banks have been directed to maka
credit available to designated sectors at low interest rates. On some of thase
loans the government budget has had to cover the difference between the rate
charged and the central bank‘s discount rata. The program of low interest ratce
loanz iz costly both to the budget and impedes the banking system’s ability re
mobilize funds. While it is probably infeasible to eliminate all ‘directed
credits at this time, the govermment does wish to racionalize the approach. It
{s our intention to dalineate a very small nuamber of priority sectors to
teceive directed credits at lower than market rates, to limit the amount of
credit in these programs, and to tie the interest rate charged to the market
rate. Over time we would phase out these specisl programs. By the end of this
year wa shall put forward a specific sect of proposals to govern credit
programs in 1993.
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Office Memorandum

To: Mcr. Thalwicz, IBRD May 12, 1992

" Prom: John Odling-Smee &5

Subject: ==St

Az you know, we are locking to the Vorld Bank to identify
structural reform msasurea that could be incorporated as prior actions

‘and atructural benchomarks for the atand-by arrangsment ve are now

discussing with the Ruaaian autharitiea. To this end, our staffa have
been in close contact in the past veeks in Pashington and over the
paat few daya 1n Moscow.

I have seen the revised policy matrix for the structural
reforms prepared by your ataff last week. I am very concerned by how
little 1t contains {n the way of concrete actions to be implemsnted in
the nearest future such as would be needed to support the macro-
aconomic atabiligation intended under 8 poasible Fund program. Were
the stabiliization program to be iamplemanted in the absence of a set of
strong and comprehensive atructural reforms, the output losa would
1ixsly be greater, inflation higher. and external support more proble-
matic. Moreover, I fear that a lack of atructural reforus in the
coaing months will udsrming the momsntum for reform, and jeopardirze
the progreas made 80 far, leading to a possibly imsustainable
aituation in the medium ter.

¥e bolieve that the early implementation of at least the
folloving msasures 13 of utmost importance:

Small-acale privatizatioq: as a prior mesasure ({.e., by
June 18), t.ha announcessnt by CGKI of a plan; and atructural benchmarks

calling for the privatigation of say, 50 percent of small-scale
enterprisaes by Deceaber 1992 and the remainder by June 1993.

Madium and largs-acale privetizatign: as a prior measure
(1.e., by Jum 15), completion of the design of a progranm of cass
privatigation 1nc1ud1n¢ the criteria for enterprisas not included in
the program; aud structural benchearka, including the implementation
of a vouchsr schems on a testing basia during the fourth quarter of
1992 and targets for campletica of the program.

: (vorth

uSs20-30 tnluon sach) as demnau-at.lon casss™ already wvithin 1992,
by selscting the enterprisss and nowinatiog investment advisora.

Laga)l frapeyarik: a8 prior seasures, bankruptay apd
uquidxtion and foreign investment lavs being enacted before a
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Fund program would go into effect. Ax atructural benchmsrks, the
remaining olements of a thoroughly overhauled legal ayatem in respect
of ecanomic activitiea (contracts, property rights, etc.) to take
effect no latsr than December 31, 1992,

Compatition and aoti-conopoly measurns: as a prior
action, t.,he preparation of a program of pro-competition measures
(rocistmt.mn. astablishment of resl estate markets, anti~trust,
demcnopalization). 4s structural benchmarks, thege would have to be
implemented by December 31, 1992,

docial safety pets: as prior measures, submission of

N, unmploymt insurancea legislation, eatablistment of trzining and

) public works facilities in areas liksly to be effected by conversion
of defsnzs industrieas, submtasion of a naw aystem of family benefits
in a form asatisfactary to the Bank and the Fund, and continued
abeyance of existing indexation. As structural benchmarka,
preparation of the systes of 2 poverty “physioclogical” basket of
commoditios to form the basis of localized social asaistancs (1.e.,
excluding pensicons, family allowances and unemployment dbenefits) by a

date to be determined.

Financial svatem: as a prior sotion, dafine tha nnt.uro.
content and timing of a prograas to strengthen the commercisl banking
system, Structursl benchmerks would include dates for implmnur.ion
of mpeasuras in the prograe.

- Agricultural sectar: as prior actions, dafinition of a
program to rasolve the issue of land ovnorship and tranafar (e.g..

A introduction of long-tarm leases). Structural benchmarks would
) , include izplessntation of measures in thia program already in 1992 and
' the first half of 1993 and of ceasures required under the December
1991 decrwes on land reforms. To encourage cogpetition, Mmeasures
snsuring free entry should be in place vithin a few months, and a
certain proportion of enterprises in sgricultural Jdlatribuviocn and
processing should be privatized by Decemder 1992,

Nearly all of thosa meagures are implicit in your matrix,
but ve are here propoaing a faater timstable for implamanting tham. I
understand your concern that the msasmures should be properly prepared,

" but 1t 1s aurely possibla to do this in stages. In the firsct stage,

« there vould be msasures vhich, whila not necessarily being ideal for
the longer term, vould have an {mngdiante impact and would buy time for
dosigning longer-tera measures for implementatica in subsequent
stagea. Your approach, hovever, seams to envisage a gradual
izplementation of the longer-term measuresa a0 that the ahort-term

1apact vould be minimal.

I recognize that there ara riska vith setting ambitious
objectivea. Byt unless this ia done and every effort ia made toO
ancoursre the suthoritiss to achisve agbitious cargets. little vill de
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done in the next fev months, or even the naxt few years., an absolutely
orucial time far reform in Rusaia. Thers ace other risks in being
insufficieatly aambitious. Macroecanomic atabilization vwill be more
difficult, 1f not {mpossible. And slov progiesa on structural reforws
could lesd to a policy vacuum, shich could in turnm regult in a
discrderly and plecemsal restructuring of the economy with the
possibility of the re-satabliahment of many aapects of central
planning.

'I hope that ve shall be able to persuade you that graater
urgency 15 required at this stags, perhaps along the lines of the list
of msasures above. 1 lock forvard to your early reaction to these

™ proposals sincs the policy discusaions with tha authorities an nov
) baginning 1in sarnest.
cce: The Deputy Nanaging Dirsctor
- Mr. Boorman
M. Brau

Mr. Hernandez-Cata
Hr. Holsen (IBRD)
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INTERNATIONAL MONETARY FUND
MOSCOW OFFICE

CMEA Ruilding, 56 Novyi Arbat Street
121205 Moscow Russia
Telephone: (7 095) 290 71 33

(7 095) 290 71 35
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FACSTMIT.E COVER SHRERT

Date: April 16, 1992 Number of pages: 3
Attn: Mr. John Odling-Smee
From: Jean Foglizzo  pP st

(74
Re.:

Please find attached a Russian version of Federative Treaty.
The translation will be sent to you later.

cc: Mr. J.Berenpaut

|
|
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Poccufickod Oenepayuy u OpraHamMi BAACTH pecuyﬁnﬂu B cocrass Poccuiickoi  Depepanuy)

MuY,  BONIIOMOMHLIC npen-
craunrcnh PORGPAALHRMX  Op-
rallop roCYRapCTBCHHON placTy
PocouicKoi; Penepaunn u op-
TAHOR BRACTY pecnylauK B Co-
orape  Poccudickolt  theaepa-
H¥Y, nPOABNAR YDBRMCHMe K
HOTODHU, LDATULUAM, KYILTY-
Pe  NBLIKY ¥ gAUMOHAILHOMY
nocroMdcTsy napojios  Poc-
cxfickoy Penepdunn. (Ihuana-
138 CHOK) OTBCTCTOEHRHOCTL Ha
COXNAHCHUE KCYOPUUETKH SNNO-
AMDINEracst cocYNADCTBAHHONG
enMHGTDa napokob Poceuiickod
denenaumn, HESTCCTHOCTY  CO-

\c-mu.nnmmm: ee peChyOAHI M

__/TQDDWI‘ODHH crang UeNbLlo fo-

\\

Saceufenoit @enebrin,

CTHIKEHNE I VKDAITNAHK® Medk-
HWAUYOHANRHOrY cOMNSCi. ko
REDHA ¢ D3AUMONOHMNMANYSA,
Pealidaya nouopuTeT npar U
csobon  “CNOREKa W rpaNntiu-
HUHG HEIABKMCHMO O HBLMO-
HARJIOR anusis nuasiivasmy o
TEPLHTODUY NNOMHBRHMA. &
TAKIKE OUDABO HAPOJOD HA Ci-
MOONpPeneNCHKe B coctepe o~
NepATHIIIOrD ROCCHIACKOTO O-
CYNANCTRA, CTDENIICE K Kade-
CTBEHHOMY ofromsouimio he-

BERBIE VD TN D T2

FOLeACIAN UUANUMOYMHE W 0=
WeRrMuHOro yx  ocylllectrhide-
HMN, HOKOAr 0 TOFrS, My -]

Py A I LY.L, TP OV TP
dHevirne ra RN AN MM Doy -

3 nrnvﬁsuu n raAMRuo Pan,
cufickoh louepnlir camMo—
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KX  TEPDUTODHAN. DYKOROA-
criviacs lernapaunes g rocy-
18 DCTROHHOM CYHEDEHMUITE
New.
NAPAUHAMY  © FOCYAUDCTBEH-
HOM cyprepeHHTICeTe DRcnyiHk
B cocrabe Poccwbickod dene-
paunk, pemwoumAMK  Cueana
BaPOAHEIX RenyTaTor Poccuit-
ckolt  Pehevaumn u Bepion-
tiore Couera Poceficko! Le-
JIeDAUNY NO ADGTINOCA™M  hoXo-
parisiore yorpolvisy K Qre-
ACPATHBHEIX OTHOLUEHMR o
Poecufickofi Penepaunn. ito-
TOBODHINCL 0 uuMethenyw-—
mewM:

Craten I

1. K penenuno Greaepanshbrx
opranos’ rocynaptrbeHHoN naa-
crh - Pocoufickort Ponopapiun
OTHOCATLA!

4) MDHHATHE ¥ MINeneHHo
Kotierwryumu . = POCCHICKQN
Genenaumy  y thenepanLRLIxX
ADRONOB. KONTDONL 3R WX O~
G lenmew;

0) denepaTHHOO YeTpoRCT-
B0 ¥ TOPPHTOPHA POCcHRCIoR
Qenepatissg

8) JAUWHKTE UDAR ¥ ecaolon
Qenocnera u rpayKuaMsma Y
rpasciiatictno Poccutickolt Qe-
RENBUMH: 3AIMOMT4 DAD HAUM-
OMONBLHLIX MENLUTHHOTD!

t) yoranorseHse  cHOTeMB!
enepaNLULIX  OpPraHOR 2BKo«
HOHNATCAUHGNA. BCIIONHMTEI DHOR
¥ cynefHOA BnacTd. NOPANKa
WX OPrAHMBARUKY U ACHATCH b~
Hocru:  thopMuporaume drene-
DANLHBIX NOCY R PCTOEHILIX
opraxnos;

) Perepaneuad  rocyAnpeT-
BEHHER COOCTHEHHOCTL M Yir-
paBncHHE ¢io;

€) ycravoENCHMe ochop u-
hepunbHOA NOAMTHKH ¥ dene-
pansiiLie gporpammut s olna-
CTH LOCYNRPCTDENUOrY, SKOII0-
LMYECHOTO, COUMANBIIOrD,
KYJBTYDHONO M NAMOHAALHO~
10 pasBuTHR D Poccuiickoit e
Hepanu;

3N¢) POTRHODBACUMe NPABOBLIX
OCHOD ¢AVHUIY  DLIKKY, M-
HAHCOUOR BANIOTHOR., KpelaMT-
HOE, TAMOMEHHOE nReryfiypo-
BAHME, HeHEeKHuUR BMUCCHA,
OCHODBh!  UCHOBOA HOJHTHEN,
WACHanBNpIC JRUHUMHAYECKNG
cayOLY., praovLs eneponi-
HEIe GUHKYU,

) henepareyuIl  GOKCT;
dencpashunie HAOrH U COO-
poli henepanphuie doHan pe-
!‘MOHRI"'HOI‘O puunn'nm.

swperoTer
fnacvhaad

HEPNeTHKE, paciielnnloiiie-

.n unrnnuanm‘ Mprann i tinis

TIODT, avrtyu cooGlucni.

MH m)Muuma H CRAZL! OCA-
. l‘ll Uﬂ\l\- 10 O NVLMULG:

) sHEWHAR  [ROANTHEA
MF“(JI Rr\ JNHRIE
Poccuie K(m nepaitit, Mexc-
aYNARCIRLIC ust crecrprnn uge
eutickoR denepaunn: ROMDOCLI
ROSTHLY ¥ MUDA:

ay BHELWHEIKUHUMBYLUR Me
oTrouleHya Poccuiicxort  de-
Tepaumn

M) obopoila # GeaonacHOCTL:
ofopoHIloe HPOM3BQACTDO; on-
penencHue HODALKD Npofanw
M NOKYIIKY OpYsHA, Goelipu-
MACOS. DOCHHOH TEXHMKy u
APYFOrQe voctinoly HMYU\CCTRa;
POUABONCTEY DACIIEHN IO
WMXCH  METEDHANIOB. RAODU-
THIX Gele¢TB, pHRPROTHUYECRUN
CpeacTa o nOpAAGK HX  ¥We-
AP ALIOBANNT,;

H) CTATYe M J8MMTa TOCY~
NapCTBEHHOA TPAHUULL  TED-
PHTOPHMANENLIX  DOR, KOO~
MMUOCKOH BOHBY § ROHTMHeu-
TanLHOre Menwda Poccuiickoi
donepaunm;

0) cynoycTpoficTRO; NPOKY-
POTYDA, YIONQUHOE. YTNOJONHO«
UPOLECCYRNILUOL H  YTONOBHO-
HCTIONTHHTEI BHOO HAKOHORE~
TENLCTBO! AMHMCTHR 1 MOMMIIO~
BAHHE:, [PAKALHCKOL, DAK-
AAUCKO-NPONECCYANDPHOE H &D-
Surpasdcio-tiponeceyYANLRO0 33~
KOHO I8TeNBCTHO {1pARODOE
PETYAHPOBAHHe  HHTENNOKTY-
aNLof COGCTEOHHOCTIN

ﬂﬂcVNe enmul-l.

\

u
oMiotleuna .

) d)enﬂpanbuoo
OHHOE MPaRO;

D) MePeoPONOrMHICORaA CAYHt-
6a, CTAHAGDTLI, STHIOHL), MeT-
DHUCCHAA CHCTEME ¥ MCUMCE-
Ko apoMemsn  oduitMANBHRIR
CTATUCTHHECKMR 1 OyXraJmep-
CKMIT yYaT)

¢) MCyRspoTeeHtble  HAarpas
ALY M OYCTHBIC suanua Poc-
cwiickos Qenepaumm;

1) henepafbHAR FOCY A&PCT
BeHHAR cy:KGa.

2. Opramid  gaacty pectiyd-
AME n cocrane PoccHiickort
donepinn yuacTRyior B ocy-
WecTnNEHIH denepanbynix
noau-louo‘imi B Openeaax k

dopmax, gm-aﬂoﬂnemmx Kanu-
eruTytiucit Pocouiickall e
depanMy y  ¢eaepaTbHLIMK
BAKOHAMM.

3. Pecniyfuswae p cocTaBe
Pocesdicuofl fpeiepaumy  fa-
nanTHoverndd’ anon~raruTent.-
CTEO B POIepPANBHLIX oprapax
TOCY RADCTRENHONW uhactw Foc-
eMiAcron dregepaunn,

Craxen X1

HONIIIU-

1. K cORMEOTIIONY BeROHING

g’ulgs'l’vu\ﬂkrblx u-ng-?r:gn &H\'\n. nx"
enufl TravBaUAK M VDNERUR
xv(.y.uupc.'rseuuon BRACTH pEcC~
g u cocrance Pooowuficiart

-I-.u o Ip1 e asnsv.me an sen
*y ov-.hvh---.u. ..Iv—.\-.

g MATHTVIL o
pt.-cn‘)"e!'.?nmc O CONTRDC

merad  Mnmaforsaress
Thcasy WE STRIAYLISRAL R

Dencpaimn;

b) samuTa apas u. cgobon
YaNoBCKg p CpaMaauHHa, obe-
CnevYeHus FRKOWHOCTH, NPARD-
Hopaaska, obmecrpenoit  Ge-
BONACHOCTH

B) UPHMPOACNIONLIOBAIIHE, OX-
payia OKPYXEIOMWIEHR CPCAm U
obecreqente  BRONOTHUCCKONA
GeaonacnocTi, 60000 OXpatAe-
MBI TPUDOAHLIE TEPPHTOPHUHM,
OXDAMlA MAMATHUROR HotanUy
M RYIALTYPbt;

r) ofiMe gonpacL! BOCIH-
TRHMA, o0paBoBaHMA, Hayls,
KYNbTYDR, IfMUecKoN Kyan-
TYput # cnopral .

1) KoopaxrHauus chepnt
AAPRBOOXPANCHMA, satuura
CeMbH, MATERPHHCTDR, OTNODET-
DS M AeTCTRA. COUMANLHAN 3a-
MHTE, BHAOMAR COUMATIBLNOO
obecnevenue;

¢) tpovenense wMep CopulLt
¢ KATECTPOdIAMK, CTHXMAHLI-
My QeACTBAMM, BRMRCMHAMHK,
AUKBMUALKA HX NOCJHENCTBUIT,

Aownme—ys

CYTYYT, TYTIER, |

#) ycradonneMye otSLuux
ARMHUKIOE HANOTOOGHOMKEHHUA
B pecnyOHKax:

3) AAMHITHCTPATMBHOE, 01~
MHHUCTPATHIKO -  [IPOLEECY~
anbHoe.  TPYIIOBOC. coMerupe,
AeMeNbHOS, HCMIHILHOC,  BOA-
HOC. JACCHOE NAKGHONATENLCT-
Ro: JRROHORATEALOTRO O MeAa-
pax. of OXPRHE OKDPVIKAWOWeR
[ 1. CRH

M) anBOKATYDA. HOTAPHAT,

K) SHINMIFR MCKOHROM CPeAbk!
churanun w  TPLUUIIMOHHOrO
ohpads MMIHM MANOYHCheH-
HLIX ITHUULCKUX oSO CTeH:

Jq) yeraHoRmeHue . obmux
TPUHIIKNOE OPralM3aUHY  wme-
CTIHONG COMovTpanaAcHMA.

2. Mo RONIPOCAM, YKABUHHBIM
R QACTH 1eDPDON  pacToxUtery
CTATLH, (PEHCPANLHLIC OPrEHLI
roCYLapeTueHRoN waacTH Poc-
CHACKOH  QreNePUauUMH KARAIOT
QunusL sanuUHUUETEWIBCTBR, U
COOTRETCTBMY ¢ KOTOPWIMY Op-
FORE) BIACTY pecityBalix § CO-
crare Toecwicion deacpauny
OCYILIECTRAAIOT cobcTaeHHoe
INEROBOC DeryJupoBanme,
HHEAKMAR MUVIIATHE AIRKAHOR H
"3, BaKOHONDOCKTL 16 noen.
MeETAM CORMArTHAT RANAHUR,

YXA3AHHLIM R Oy#uTe ]} Ha-

CcTonuIcH . o J?;l“"IEEM uanennn.gﬂ;
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1. Pecnybsauky OBJNRANAKT
HCEH AOSTAGTON  POCYIRPCTBOH
HOM pancTh (16 CBOEV TEDPDH-

Yophl, stponc TCH OQONHChI-
YyH, KOTOPBbIE NEPelNaHLl 6
Benerue  epepaapHLIX opra-
HOE (UCYNEPCTECIIRUA  BIUCTH
Poccusickoit  QLenepatviny B
COOTBENCTBYMH ¢ HACTORIOMM
Norouopom.

2, PecriyGamiy @ coCrage
Poccuiicroli drenepatiny avas.
J0TCA CUMOCTOAMGABHBIMY YYa-
CTHMRAMK MENIVUAPONULIX M
BHEWIHEAKOHOM HICCK MK B~
Sel, CoMaAtneHyst ¢ NPYTr¥MH
pectrybankamn, kpammy, ob-
AACTAMH, anRTONOMULIMY oGpa-
sosapuaMy PoccHiickoll e
OCPAIMM, eCnl 6TO He (IDOTH-
pobeyyr KOHCTMIYLIMM W BOKO-
samM Poccrickoli  depepatmnn.
Hacroauemy llorosopy. Koop-
AMHALUMA MEMUYHAPOIHBIX W
RHCLINEIKOUOMWHECKUX  CBA-
aen pecnylinuk g cocrane Pac-
cuifckol, ,Penapauky  ofyie-
cTRARETCA DENCPUALULIME Op-
ranamy rocynapcTeeditod ena-
cruy  Poecwiickoll denepanuu
CORMeCTIHO ¢ pecnybDaukeMy o
coctase Poceuiteroft Peftepa-
i TS

OpraamMn rocyAapcTBEHHOK
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Attn: Mr. John 0d11ng:3$ee Prezidentskiy Vestnik, "
From: Jean Foglizzo April 13, 1992
' : jZSEEi- Interfax, April 13, 1992
GOVERNMENT WARNS: IMPLEMENTATION OF
~ CONGRESES’ RESOLUTION SPELLS NEGATIVE CONSEQUENCES
¥) *&¢ Russian Government experts have concluded that the

Resolution "On the Progress of the Economic Reform" adopted by
the 6th congress of Russia’s People’s Deputies could entail a
change of the course aimed at radical economic
transformations. This, in its turn, implies that "“major
potential investments" from abroad would be suspended.

The Document underlines that Russia’s "integration into world
economy" would be impossible without consjiderable foreign
investments and convertibility of the ruble. The Government
warns that should the course at the radical reforms bDe
relinquished, the West .may annul its ‘earlier decision to
postpone some of Russia‘s reimbursements which was predicated
‘by the IMF support of Russia’s market-oriented
transformations. As a result, in 1992, it would have to repay
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its creditors $21 her than $10. Concomitantly, all the
neg%{%%gpngd IMF and "Big Seven’s" credits, amounting to $24
RUEPion, will be frozen.

Denial of ajd, as well as freezing of credits and

‘payments of the eéxternal debts would bring Russia’s import

down to zero. Thelicountry would fail to import many million
tons of grain, 75 ‘per cent of the sugar it consures, 45 per
cent of cigarettes, 40 per cent of vegetable oil, 100 per cent
of ges;icides and other chemicals its agriculture is badly in
need of.

The Government has accentuated the provisions of the
Resolution which, in their opinion, may have a devastating
effect on the Republic. '

The Government experts also contend that the Resolution,
should it come into effect, would "ineluctably lead to a new
dramatic aggravation of living standards which would exceed by
far that of the first three months of 1992". The imminent
hyper-inflation, as a result of refusal from the austere
credit-and-finance policy, would not only wipe out all the
population’s existing savings but it would also block every
incentive for productive labor. This would inevitably force
the State to 1'"resort to the measures of extra-ecéonomic
coercion". In that situation, the State would be unable to
insure social security in contrast to today’s government, the
Cabinet of Ministers insist.

According to the Cabinet assessments, the indexation of
wages of the personnel involved in scientific research,
culture, health-care and education will lead to additional
budget spending amounting up to 700 billion rubles a year.
Additional allocations into agriculture, envisaged in the
Resolution, would require extra 500 billion rubles. All this
would result in the increase of the budget deficit in 1992,
bringing it to the 1level of 1.5 trillion rubles ' which
comprises 23% of the GNP or 80% of the total income.

By the end of 1992, this budget deficit would boost the
inflation to the level of 300-400%. The price of a ruble would
drop to 25 kopeks. The technological capabilities of GOSZNAK
would be insufficient for augmenting the issue of money to the
required 1level. About 30-40 per cent of wages wowid remain
unpaid. ~

P As a whole, it means a drop of the population’s
purchasing power by 4-5 times

If the Resolution were implemented, it would be
impossible to stabjilize the financial situation in this
country in 1992 nor achieve the convertibility of the ruble.

In agriculture, the implementation of the Congress’
Resolution, requiring that the Presidential ukases and the

Pa2

decisions and resolutions of the Government should be brought

to compliance with the conformable laws of Russian Federation,
would retard the reforms which were initiated in January. The
cancellation of the Presidential ukases 1is 1likely to
reconstruct the situation of 1991 and create new obstacles in
the way of reforms, as regards the creation of peasant farms.
The change of policy aimed at drastic reforms would lead
to a suspension of major investments by the Western countries
which are critically indispensable, along with the
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convertibility of the ruble, for integrating Russia into the
world econonmy, the Government warns. .
The analogical assessments of probable consequences of
the implementation of the Congress resolution transpire in the
express analysis made by the group of experts in the Inter-
Regional Analytical Center close to the Cabinet. Their
analysis is dated 12 April. It states that a possibility of a
change of government suggested by the Resolution hence the
country’s economic policy would *"undermine confidence in the
state power, first and foremost, of those who seek to apply
their efforts to productive activities. It would affect
stability in society, catastrophically reflect’ on the already
meager flow of non-state investwments - into the sphere of
production, and further aggravate the declining production".

GOVT MINISTER NECHAYEV SUGGESTS FORMING NEW GOVERNMENT .
OR LETTING CURRENT CABINET WORK NORMALLY

Russian Economics Minister, Andrei Nechayev, has said
that the Cabinet would 1like the 6th congress of people’s
deputies of Russia to interpret the resolution on progress in
economic reforms as "“certain recommendations not linked to a
specific date". He made it guite clear that in that case the
government, although it has already tendered its resignation,
will be able to go on working.

. The congress’s resolution said that progress in economic
reforms was unsatisfactory and asked the President to make
serious amendments to the tactics and methods, as well as to
present to the Supreme Soviet a list of measures to aimed at

achieving the -economic objectives set in the economic sphere.
The government described a number of provisions of that
document as a restriction on the President’s right to carry
out reforms. As a result, all Cabinet members put their
signatures to the statement of resignation. )

Nechayev said the government was not going to gut
pressure on the congress or making it change its own decislon
altogether. At the same. time, the government ministers hope
that the law-makers would agree to the option that would let
the Cabinet implement the congress’s resolution “to the extent

—~the budget allowes for™.

Nechayev said the cabinet would 1like to have the
guarantees that there would be no petty interference on the
part of the Supreme Soviet and that the Cabinet would not turn
into a “provisional government as soon as the congress is
over." Economics minster said the government suggested that
the congress should make a decision on forming a new
government or letting the current one "“work as long as the
additional powers granted to the President at thg previous
congress are in effect". Nechayev said that Boris Yeltsin
fully. supported the government, had confidence in it and
believed that the current Cabinet should keep working.
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t sub etter Russian Federation" was not passed.
ragfignation: At a press conforence In it, Yelteln lhiad asked for extra

today, First Vice Premler E. Galdar
announced the govérnment has asked
Prosident Yeltein to accept its
reaignation. Gaidar sald this dacision
could be changed if the Congress of
Peoples Deputies changed ite resolution
on econcmic reform or Lif the President
made the dacision to allow the
government to continue to function.

The letter of resignation was dated
Saturday, April 1l. The letter salaq
the regolution on the course of
economic reform adopted at the Congress
had forced the resignation. The
aggregate of demands set out by the
Congress doomed the country to
hyperinflation and signified a
suspension of the privatization process
and curtailment of agrarian reform.
Political decisions being made were
leading to the destruction of the
organs of power, leaving the government
powerless and transforming the
president into a figurahead. They were
blocking any possibility to follow the
chosen path. It was inevitable that
these deciaions would lead toc a cut off
of internatiocnal aid,

Yeltein proposal rejected: Poccidickasn
rasera reports President Yeltein's
proposed amendment to the Parliament‘s
regsolution "On the Government of the

time to prepare the law and for
Parliament to adopt it only on
December 1, leaving Yeltsin with his
extracrdinary powers until then. The
fallure to pass the amendment led to a
statement that Russia was giving up on
reform, the sacrifices of the past
four monthas were for nothing and the
§24bn earmarked for Russia would now
not be received. Later, the Congress
decided to allow Yeltsin to retain hie
extraordinary powers for three monthe.
By that time he must propose a
candidate for the position of Prime
Minister. A resolution "On the Course
of Economic Reform in the Russian
Federation" was passed. The
resolution states that it is necessary
to make the transition to a market
economy but recognizes the
Parliament s dissatisfaction with the
courae of reform in the areas of
soclal security of the population,
taxes, and monetary, investment,
industrial and agricultural policy.
The attack on the President was led by
the leader of the faction Poccufickoe
EnvuaoTeo, Ruesian Unity, I.
Bratishchev. After pagsage of the
resolution, Firat Vice Premier, E.
caidar said the whole government might
resign because passage of the
resolution meant a change in economic
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reform and would lead to the collapse
of the financial system.

vite ith Co s
Ruessian television raports only 8% of
Moscow voters fesl the Peoples Deputies
live up to their expectations. 18% of
those polled feel the Deputies
represent the interests of the nation
and only 15% have any trugt in the
Congresa of Peoples Deputises.
Presidents are more trusted in Russia
and other republics of the CIS.

Attempt_to move people to the couptry:
Poccuiickan [asera reports Firaet Vice
Premier E. Galdar signed a decree
giving all families who move from the
city to the countryside a onetime grant
of rub 75,000 for the head of the
household and rub 15,000 for each
family member.

Referendum on Crimean sovareignty:
BegepHasi Mocksa reports the Presidium
of the Crimean Supreme Soviet will fix
the date of a Parliament seseion to
decide on whether to hold a referendum
on Crimean sovereignty.

Cred ugt to be out b
commercial bankse: Pocculickas I'asera
reporte the rub 200bn that the Russian
government along with the Central Bank
has declded to allocate to certain
industries, will be distributed by
commercial banke. From April to
October, rub 70bn will be allocated to
agriculture, rub 70bn to investment,
rub 50bn for industrial enterprises and
rub 10bn for other enterprises. A
commigsion has been formed with
representatives from the Central Bank
and the Ministries of Finance,
Economics, Industry and Fusl and Energy
to choose who will receive the credits.
Interest rates on the credits will be
set in accordance with market rates and
take into account inflation.

Yakutia issuss checks: Interfax reports
the government of Yakutia introduced
checke for paymente for goods and
services. The decision came after a

Moscow Office
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strike last week by workers who,
protested against delays in wage
payments.

Minimum wage to xub 900: Poccamiickas
[asera reports Vice Premier Shokhin
told Parliament that the minimum
salary would rise to rub 900 per
month. The physical minimum is
conaldered rub 811 per month.

Hard currency salee wajved for some
enterpriges: KomMMepcaHT reports
President Yeltsin signed an
instruction exempting certain
enterprises from the raegquirement to
sell hard currency to the government.
The move was believed to have been
made to garner the support of the
industrial lobby during the Congress
of Peoples Deputies. Enterprises who
are not required to sell hard currency
to the government will have to pay a
30% export duty rather than 15% as of
May 1.

St. Petersburg jiptrod i H
XomMepcaHT reports a filial of the St.

Petersburg Sberbank introduced a
system of non-cash payments using
ruble credit cards. Equipment for the
carde was provided by the French firm
Bull.

Government de rivatiga H
KoMMepCaHT reports President Yeltsin
signed a decrse "On Rdditional
Measures for the Realization of the
Program of Privatization in 1992",
dated April 2. The decree calls for
the establishment of privatization
accounts by the fourth gquarter of the
year rather than by January of 1993
and allowse for the sale of enterprises
even if only one bidder is at auction.
Praviously, enterprises for which only
one bid was received were withdrawn
from sals.




From :+ I M.F x. 238 28 25 L Moscow Office Apr.13.1992 B6:26 PM PB2

To: Mr. Jean Foglizzo April 13, 1992
From: S.Seraeda

I contacted the office of the Vice~ Premier Mr. Shokhin and received
the following information from presse-secretary Mre. N.Ershova.

The Government of Ruesia has decided to reeign today. All 25 ministers
have signed a letter of resignation. The following is the full text of the
statement made by First Deputy Premier Mr.Gaidar thie afternoon:

“"The Resolution on the coursa of economic reforms passed by the 6th
Congraess of Peoples Deputies compels us to make the following statement.

Realistic reforme of the aconomy and social structures of Ruesia have
been launched, at last, after many years of fruitless talk about raeform.

A critical stage of mastering the situation in the country has been
traversed in the main. There were difficulties and errors along the way.

We are prepared for a constructive dialogue with all political forcas
that support the objactives and ideas of economic reform. We are opan to
criticism. We have introduced and are introducing adjustments to reform
implementing tactics if they are not aimed at renouncing the strategy of
transformations.

Unfortunately the decisions taken by the 6th Congrese of People’s
Deputies are blocking the possibility of a continuation of the chosen
policy.

The aggregate of demands set .out by the Congress dooms the country to
hyperinflation and signifjes a suspension of the privatization process and
curtailment of the agrarian reform.

The proposalas to lower taxes and at the same time increase social and
other allowances are impracticable and may lead only to a break up of the
financial system. One must be also aware that such decisione inevitably
lead to a diminished support from the world community and would bring Russia
back to the path of isolationism.

The Congress decigions in the political field signify a disruption of
the new managerial mechanism, render the Government powerless and make the
President just a figure-head. '

The implementation of the Congress deciasions would inevitably result in
a disastrous decline in living standards: hunger, social upheaval and chaos.
All sacrifices that the citizene of Russia have made with such a ocourage and
patience over the past three month become to no avail.

We do not consider that we have the right to take the path of
irresponeible populism when under the pretext of protecting people, the
population is robbed ap a result of an acceleration of inflation".

Mrs. Ershova also sald that if the Congress reversed a series of
measures watering down the reforms, the Government might remain in office.

At 4 p.m. I was told by Mre.Ershova that President Yeltein has asked
the Cabinet members to continue to perform their duties and said that he
would make a decision on the matter by the end of the Congress.
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At 6 p.m. the Congress ended today’s seasion and it wlll come back.
tomorrow morning to what is perceived here as a constitutional crisis rather
than just a governmental change . President Yeltsin might address the
Congreas tomorrow.
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Attn: Mr. Odling-Snece :
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Number of pages: 1
Source: Pravda, April 9,
1992

slug: Russia: Western credits

Title: The Cat Will Be Hurt
by Viadimir Gerasimov
Pravda, April 9, 1992, p. 3

SUM-UP: The Russian government was bribed
by the IMF, the author maintains.

Discussing the Russian government's program of
reform, the author writes: “In April 1991, in a Time
"interview, Jeffrey Sax, setting forth his plans
concerning privatization in East European countries
and the Soviet Union and discussing the necessily of
closer contacts with their governments, said: 'We in
the West will have to Lribe and persuade these
governments.' As for bribing the Russian
povernment, they have succeeded in this. They won
it over by promising aid from the IMF and the
World Bank.  However, the other day Mr.

Sax made a very significant hint: if you-remove
Gaidar and put forward a different program that is

not approved by the IMF, you will get nothing."

The author does not believe that the stabilization
fund of $6 billion can save the ruble and help raise
its cxchange rate. "The shadow economy structures
have accumulated zillions of rubles which will allow
them to play this game, ruinous for Russia, on equal
terms." The author is also concerned about the fact
that the Russian government is not planning the
participation of Russian enterprises in tenders
organized by the IMF: competitions and contests fot
the delivery of machines and equipment to the world
market. “Thc government has no plans to promote
the resurrcction of Russia's potential as an industrial
and not just a raw materials exporter.”

In the author’s opinion, “it will take Russia much
time and trouble (o repay these debts. And in doing
this it will be impeded in every pussible way. This
can be done simply by ralsing Interest rates.*

i
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To: Department Heads April 10, 1992

From: Records Divis 1onP

Subject: Country Codes for Former USSR Republics

We have received notification from the Intermational
Organization for Standardization (ISO) that country codes for the
following former USSR republics have been approved and released for

public use:

Armenia ARM

' Azerbaijan AZE
Georgia GEO

— Kazakhstan . KAZ
Kyrghyzstan KGz
Moldova MDA
Russian Federation RUS
Tajikistan TJK
Turkmenistan TKM
Ukraine UKR
Uzbekistan UZB

&/

cc: Administrative Officers

topieat W 831 (Ts0)
Hooea.y
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Dear Mr. Camdessus, &%
My letter to you today concerns a set of plans involving the Russian Federal
~ Republic’s ambitious economic reform plans and the International Institute for
\) Applied Systems Analysis’ relationship to them in terms of research, technical

assistance and seminars. The Russian Federal Republic (RFR) took the first steps
in the transition to a market economic in early 1992, and now faces further
complex problems during the transition period. The Republic’s government has
asked the International Institute for Applied Systems Analysis (IIASA) in Austria to
arrange for a series of seminars and research reports that would analyze some of
these problems and offer policy-oriented approaches to deal with them.

The most crucial areas of concern were specified in a formal agreement signed by
Mr. Yegor Gaidar, First Deputy Prime Minister of the RFR, and IIASA (copy
enclosed). This unique agreement recognizes 1IASA’s potential for a special
contribution. The mutually agreed upon topics include: (1) the behavior of
enterprises during the transition, (2) unemployment, (3) the Russian tax system,
and (4) the internationalization of the Russian economy. The work would build on
an earlier IIASA Project on economic reform in the Soviet Union, and would involve
many of the same personnel. Russian officials have repeatedly stated that no other
activity has had a comparable impact on their thinking as that earlier IASA activity.

w2



In order to carry out in a satisfactory manner this ambitious project, substantial
resources will be required. IASA and the RFR would therefore welcome the active
participation of your organization in this endeavor. Both intellectual and financial
support of the aforementioned activities could contribute to the success of the
effort. Incidentally, the plans have been reviewed and approved by Dr. Konstantin
Kagalovsky, advisor to the Russian Government, responsible for building relations
with international organizations, who has encouraged me to enlist your
cooperation.

If this brief description of the plans the RFR and IIASA have formulated afe of
interest to you, we would be happy to provide you with further information. My
colleagues and | are also willing to visit you, or the individuals you identify in your

organization, to explore whether there are opportunities for collaboration. | look
forward to hearing from you.

Sincerely,

%7 43;_' ~

Enclosure

PdJ:ov
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Agreement

between
the Government of the Russian Federal Republic
and }
the International Institute for Applied Systems Analysis
for

the Conduct of a Program of Coordinated Research and Related Activities to

Enhance Stabilization, to Build the Institutional Basis of a Market Economy, and to

PO

Moderate the Impact of the Structural Changes of the Transition in Russia

March 1992

The-government of the Russian Federal Republic (RFR) appreciates the efforts
of the International Institute for Applied Systems Analysis (IIASA) during 19889-
1991 to develop recommendations for a comprehensive program of reform for
the Soviet economy. At that time, this program formulated by Soviet experts
after careful exchanges with economists at IIASA, was not accepted by the then
government of the USSR. However, the program was widely publicized. The
process of discussion of the proposals contributed substantially to the
understanding of transition, and made it easier for Russian participants, many
of them currently senior government officials, to identify the basic issues and
the potential solutions. The collaboration of Western and Eastern European
economists and Russian scholars in the activities of the project constituted an
excellent example of a collaborative work in identifying peculiarities of the then
Soviet economy, and in utilizing a wide range of experience of market
economies with reform.

Currently, the Russian economy is going. through a difficult transition.
Stabilization of the economy in serious disequilibrium must be accomplished
simultaneously with the establishment of the institutions of the market economy.
In addition, the state of Russia as a sovereign nation and economy is being
formed. The attitudes of different strata of the population towards the process
of transformation are vague, controversial, and divisive.

In this state of affairs the government of the RFR proposes that IIASA renew its
activity in order to provide assistance for the process of economic
transformation by creating a better understanding of the most salient issues and
reviewing them with a broad array of experts. It asks for the organization of a

1
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series of conferences, consulting, and seminars in which scholars and policy
makers from market economies and the transforming East European countries
would discuss the special problems of the Russian economy to find socially
acceptable and economically satisfactory solutions. The activity would include
systematic descriptions and analyses as well as policy advice. It would involve
sponsoring research activities whose results would be presented in books,
journal articles, and worklng papers.

The four topics listed here are regarded as having urgent priority for the RFR,
call upon the expertise that IIASA can organize, and are topics in which the
activity of other organizations are inadequate or non-existent.

a) The behavior of enterprises during the transition years is crucial. It involves
such issues as: (1) response of enterprises to the changing monetary and fiscal
congditions of a transition era; (2) the impact of “a hard budgst constraint” on
enterprises; (3) the role of bankruptcy; (4) and the impact of various schemes
of privatization on equity and economic efficiency.

b) Unemployment in its open form was virtually unknown with only 70,000
unemployed as of January 1892. As the transition proceeds, unemployment is
projected to rise to 2-3 million, with higher numbers possible. In a society with
little experience with unemployment, such numbers threaten social and political
stability. The sub-topics that IIASA could analyze are: (1) the design of the
social safety net in such a way as to provide incentives for re-employment and
minimize budget cost and still provide adequate benefits; (2) an examination of
fiscal and monetary policy to minimize the extent of overall unemployment and;
(3) the impact of industrial policy on unemployment in specific sectors.

c) The current Russian tax system will be analyzed: (1) elaboration of various
scenarios of fiscal “federalization" in cases of further growth of political
disagreements between the federal and other levels of government; (2) an
identification and evaluation of enterprise responses to the recently introduced
tax system; (3) examination of possible efficiency effects of political and
economic measures aimed to improve tax collection.

d) The internationalization of the Russian economy is at an early stage of
development. However, a study of the proper sequencing of further steps is
needed for an efficient and irreversible opening. The research should deal with:
(1) the elaboration of trade policy instruments; (2) the role of industrial policy
in protecting and/or giving temporary support to industries being suddenly
exposed to international trade; (3) exchange rate policy. A special problem is
the extent of barter trade in Russia. Experience has shown that such trade is
not going to shrink rapidly. Hence, the role and function of barter trade needs
investigation including both Russia’s trade with former members of the CMEA
and in trade between CIS members. Such trade poses a unique problem for
analysis, given the previous strong trade dependence among the republics of
the former USSR.
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In order to carry out this ambitious agenda of research, consulting and other
forms of assistance, IASA will require additional financing. The RFR is not .
currently in the position to disburse the necessary sums for the activity
proposed here apart for local costs. It agrees, however, to join IIASA in
attracting external funding for this important activity. After its anticipated joining
of international institutions like the IMF and the World Bank the Russian
government will consider using some its technical assistance that may be
provided to support this proposed lIASA activity. The Russian government and
IHTASA would welcome the intellectual and financial support by other research
organizations and foundations of the aforementioned activities.

HASA agrees to organize research, consulting and other forms-of intellectual
assistance asked for by the RFR by reliance on its wide international network
of scholars. It proposes that the representatives of the RFR participate in the
proposed activities to provide the current information about the actual and
planned changes in the Russian economy and directly involve their experts in
the discussions of the international experts.

/

The coordination of IIASA’s activity to assist the Russian government would be
by the Ministry of Foreign Economic Relations of the RFR and by the Economic
Transition and Integration Project of IASA.

Yegor Gaidar Peter de Janos
Deputy Prime Minister Director
Russian Federal Republic International Institute for Applied

Systems Analysis
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Date: March 25, 1992 Number of pages: 5
Attn: Mr. 0dlinr-Smaen . - Source: Komsomolskaya
From. vean rogiizzo .N, Pravda, March 25, 1992
Please, copy: Mr, wolgy;£$2=“' ' -

Please find attached the Russlan toxt of a press conference of Mr.
Gaidar, published in Komsomolskaya Pravda on March 25, 1992. The English
version will be sent to you tomortow.
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— Lrop TaMyposud, ocno-
GORAEHAC WEH HA AHEProOHoCcH-
TOAR HE LBIBLIAKST DOCTOPI"a ne
TOARKO Y DPAXOBRIX noTpebute-
e, O # ¥ MHAOIHX NABCATHIIX
akodHoMucren, B yem pee-taxn
sicobxomuMocCTs CTONE PARIKRND-
noro mare?

— ¥Yroas 1 ocobertto HedTh
¢rostt ropaino Goabtite, HEM Muy
3n HuUX ceifuac naarem, Ecau
HAYEro HC MEHATH, UPOCTO He
XBATHT CPEACTD Ha MX XOOLIYY.
Emye MHeMHOoro —~— Y4 OTPACIHL
BCTAHCT, RCAC/L 38 UGl pazopuT
ca Bce Haponkoc xoanfietso. -
BEWINARA CTPYRTYpA heu, Gasu.
pyolaaca ha Jgenerpoft  3HCp-
'y, Hé MOMET OOJLHIE CYVIuesT:
popaTs. Oua gacT COBEpLNMEHIO
UCKEIKCHHYIO, HECPEANBLHYIO Kab-
THHY TOTO, Y70 INPOHCXONAMT R
PKOHOMMIKE, Hd OCHORC €0 He-
BO3IMOKHNO NPEACTABIH Th, YTO ME

"HYJHHO AenaThs, Yrobbl 3TY IKO-

HOMMKY BLITACKUBATE U3 KPHIH-
ca. JluGepanmaanips neH wHa
‘@HEProNoCHTENN  BLICRETHT IHe-
s PeKTHRHKE npougnoacTea,
ROTOpme moTpebamior 6Gosanlue,
yeM NpPOHABOIAT. 13 KOWIE KOH-
moB MBI Rce Take GogHO MHBCM
BO MHOTOM M3-3& TOro, HuTO OHM
QTOINBKO
TUM BHEATH HA YDOBERL 1{CH, KO-
TOpbIE COCTABMANM Onl mpH HuI-
HetrHem kypce pybaa 25 npouen.
TOB OT MupoBktX, IIpu aTom
cromMocts Hedru Oymer woxe-
6aTLCR B NMPENGIAX ARG THICA-
iy — JABE ThHICAYR HIGCTBCOT
pyGrxelt aa ToHny,

«~ M macKOJMLKO ToOorxa mojn-
OPLICHYT NCHEE Wa ropapnt no-

BCegHEEHOro cupoca?

— KartacTpoduccKoro phin-
®Ka ne nponsoitger. H nopoit,
FPENTHBIM neJiov, NYyMax: ecaud
Ot1 ¥ Hac Oeino  ToTAAMTADHOC
FroCcyaapCTao ¢ JKECTKMM IOHT-
‘pPOJIEM  3& CPEeXACTBEMH MAaCco-

Moscow Office

norpebuaror. Mpt Xo--

BOil MHMOPMANIMNI, A IPRBUTCINL-
CTEO. HHM © HEM Me o6nArsas,
THXO0 Acagao Obl cBoe AEN0, B
TeYEHME [epBWMX Hexedan O6din-
RS YACTL NOAEH, KPOME anRTO-
MNIGONTeNCH, KOYEYHO, ITIYET0 O
KO 28MOETUHIIA. Y HAC 1§ CEroxHa
HAR JHAUMTENLHYIO YacTs Hedrre-
NPOAYKTOD UEGHL PA3MOpOKe-
Hu: 20 npotiéHTOD ¢ Hakdana ro-
p1a K 40 ¢ HAYANE MCCALA NpO-
AAETCH 1O CBOGOLMLIM  LeHAM,
Jlan asronoGrrenell naMeHennt
oyavt omytrumur,  Ha
arane OeHaun Gyaer CToNTL
NaTh-—ceMhL pydaeit 3a smrp. Ha
OCTRALILIX T0ORapaAXx HIMEHERHOC
LeH CKAaMIeTCH ¢ TEeUUSHMEM EpC-
Mesr. IHo uerrovke golinet st a0
NONLIITCHUA CTOITMOCTY

UEPBOM

Mar.25.1932 &5:48 PM

TPAHC- |

nopra, ocofeHHO ABUSUMUOHHELIX -

nepenozon. He cpasy, ro mamo-

nuTCA ¥ upaprTiaave. Fe, Kera-

TH, UPULETOA TNEeDEeCMATDHEATH
u n cndlats ¢.npueatncauueil. Ho
BCO0INe MHALE — 310 BONPOC
MeceTioro  GloaKeTa,

~ Celfwac MHO0T0 rOROPRT O
TOM, 9T0 ocnOODXALAKE ey na
IELPTOOOCHTONN MONCOT

ROXCTLA, KOTOPOE ¥ TRK Pal3na-
HMEBACTCA NOCTO AHRADA...

— Memay npoumnu, Kaxk dTo
Al MADANOKCAJNLNO 3BYUK'T, MOC-
A6 AUBApCeKON  auGepannsauuy
we ORNQ YCKOPeHlH Chal& Ipo-
uanoacrna. OcHOBWOG naxcnuc
NMPUUIZOCH HA mpomamit  rox ti
OTPasKANO padnas xogalcrren-
X cunaacH, ofuyio Aelopradu-
sauu Gazopblx oTpacheil, nn-
nenHe uMuopTa. A yie ¢ guea-
P51 0B0SHAYWNGA POCT CPCIHECY-
TOUMGH JLOBBHUK YIVIA, UPOHIBO-
CTBa KOKCR, HAMOTHJACL CTAGY-
ausanms nofiblvun  rasa. Maert
poc't npoMasoacina Meraaga. C
HEMTEIQ CHTYALMA NPOAOIIKAET
0CTARATLCA | HENPHATHOM,  HO
ona, OGesycJoBno, HBM&HHT‘C&T 3]

v

apane-
¢TI K HOSTHON OCTANGBIE BPOM3e

PAZ2
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pesynprare npeacrosmiuelt auGe-
PRABIBIUY LEH.

Hpyroe nean,
uavan ocobewno
JATLCT CTRPYRTYDHBLIT KpHane n

UTO ¢ gHBAPR

TOX OTpacanxk, woropuie Gesymnng’

pasayrTit. B cnpoe  &pemsa mue
HPUXOLUIOCH THCATE O TOM, YTO
Y HAC B cepenMHe COJlA  ¢TOUT
CTOARKO HCHCHPARIBIX IOMObaii-
HOB, CROJBKO AMEPMKe hajlo
HPONIRECTH B TEUeHUE NeCHTKA
J231. 1 aTo HUKAK He CKA3RINa-
J0Ch & WX NPOUBROACTRE. A
LOT CEIOANA, KOMAA UCHL! HA
KomBatinl TOMHATL! HACTOJLXO,
Yro HX HUYKTO We 6epeT ® mpeik-
Hux roxuuecTnax, Oesycaoruo,
ITPOMCXOAMT CIIAY NPOMIBOJCTHA.
Ta e camMan gapTHEA — no 8O-
X MOl ToXHKKe, O  TAKCIOMY
MAIKECCTPOCHKIO, . 10 ¢TROB:
TenseTny. Tawum olpasomM, apa
HapaddeaLHLIX [Ipolieccca 6yANT
onpelendTs COGCTOANHC LpOU3-
noacTRA B OGHiskaliuree - ppe-
M  1IDCTEOUHAs cTabHauzA-
nun pabornt 6430BLIX OTpacaei
M HAYANO0 CTPYKTYPHOro KpHU3N-
ca.

— Ilo stopopy KDH3IHUCA kanm,
HapepHoe, HUKTO DO3PAAATE HC
~raner. FO n nogacouee spema
BCe wAMO IBYUMT, UTO CTRYK-
Typioit nopzcorpoiiry, paam Ko-
TOROH NMPBXOANTCA NEPERURATD
VIKICH BCEROIMOIKIEIX  LIPLyaue-
€O, YTOTO NC BUITHTE. Ho nup-
na, 4ToGH POCAO B MPOUIRONCT-
B0 HL00XOMMMBIX . JIOUKM TOBA:
pon... .

~- 38 Jing MecaAna CtpyrtYyp-
Mad MEDECTpPOiira He IPOMEXQ-
nuT, TOJILILO BRIDICOBLIBAIOTCSA
OTPACHH CTPYKTYRITOTO KpHBica.
Myo Ml 31 pabGnwopacsd. A no
TORAPAM HADOJHOIO noTpebac
I POCTA ACHCTBHTCALUO ROKA
HOT., XOTS TEHMICHIMST 1K CHMIKC-
NHI0 TEMIOR: TAJEHEA HX TDO-
HOINOICTBA Ve HaMCTIJAACK.

MosScow Office

OCTPO npoHE--

ICeTaTR, A UPUMEDPE THUIENLLN
NpoRAYKTON MONKHO HabhMoAATH
NeleTBHE MEXRHUIMA CTPYKTYD-
Holt mepeerTpoiiii. B nocaedanie
TPY MeCAIa ¥ TOpPronne  CKOMM-
JIICH PEROPAVLIC UANACLI MAca,
rAC-TO H# YPORHC CEMUNCCATIIX
rojon, Ml nauann socuosnsTIL
10, YTo COPOCHAM 3Aa HOCHEAHUEe
6 ner. Beaycuosino, MACHLIG 0&- |
NACH BOBHKKANT A M3a-3a HCA0- .
craTKa Kopmon — 38608 ckoTa, |
HO rAapHas nDpUia pCe-Taky 4 |
TOM, 4TO pbIHOX uadas pado- .
Tatsr.  Ilpomasoanrear coxpa

WAET NPOIIBOACTEC, YVBCAUUH:
BAEST UeHLI, HAZCACH RLITALATL.

Ho pasbute RuIACHASTCR, YTO MO

KYIATEeNhCHITE CNPOC SARACTUNCH,

OH MCPEKJMYALTCA HAa  IpYIUce

Tonapet. B peayasTare y npoma-

EOMYTCIN — NYICBLIE 1O%0KbLI,

OH BLIRUT K IMPABHTENLETRY KL

B 6AMK 38 KPEAMTAMH, KOTODPHLIC

MO3BOMHAH Obl  emMy K JDAABUIC

praboTaTe na ckaaa. Hawma no-

JETHKA UCPCCTRYRTYYPHPOLANHURN

COCTOUT K&K pa3l B TOM, UTO Mul

He JAmeM KPCJIHTH  TEM, ROro

HYXKHRO KAK MOMXHO GBIC'PPCQ Db~

TOMKATH HA DPLINOK,

-~ Ba¢ YupexaijorT B TOM, 4TO
A0 CHX HOP HeT eAHuoil npo-
IPAMMES KOHRERCHSL,
poi'! apocro HOBO3MOMIBEL) COPh-
03lLie HAMOHEHHEA B CTPYKTYpC
BKOHOMNKHW,

~ Ona ¥ He wy:x;cua. Eamunan
IlpOI‘pﬂMMﬂ KOHBOPCHH ~ 3TO
H3 npoursoro, KorafA CyuitcTeo-
BAJNY OFPOMHbLIC HCHTpPAJB3IONAU:
HEIC KAMHUTANORAOMKCHMA, CAU-
uwit Locnaad, MoskHo O61Th
MEOro HPOrpaMM KOIRCPCHIS —
HEMEBBIX, AXAPECHBIX, OPHOIITHDO-
EAHHWLIX HA KOHLDETHLIC oTpac-
JYu, KOHKPCTHEIX NOOTpebuTeneit,
Ony paspabatmparTeda. llatipnr.
Mep, nporpamma  HCHOAL3OBA-
HHMSA GOCBBIX MAWHMHY 1IeXOTLL AANH
necopobuipaouiefl nNpoMhUIICH-

603 ®OTO- |

Mar.25.1992 ©5:40 P
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HOCTH, APTHANEPHHACKUX  ¢TRO-
aon aan HeQTeNoOBIUY, MHOIME
Apyvrue, -

~— Erop Tumyposuy, wouday
TAK MCRJCHNO WILCT HPHBATHIA-
tya? Hpenceparear Focicomumy-
mecrsa UyGaiic odeuan nepe-
Jom Kk cepenune dorpaan, napT
KONYAeTen, a mepenoMma...

— 1o ra) [poncce macer
MeAJeHHO, K KOHIY rona tanoe:
pepanuck, noayuynte oT nee 92
MuMAvapra pyGacit, aa auphipL- -
denpaass DHRIPYYLAM TOMLKo 42D
mMnraauonor. B mapre namern-
Aach TCHACHIMA £ YCKOPEHMIO:
3a mecar.. auelt  npueaTHIaunn
aaaa 840 Mmuaanowon. Moscrosi-
HO TPUHXOAMTCA  MPUAYMLIBATE,
Yro JeNath B CHeMDUUCCKHX
tayuaax. [ax 0Tk B CoALCKIUX
palfonax, the He HoaydYaeTca
HEKAKKX ronkypcon? Kax obixo-
AMTRCH € KPYNHLIMIL RHOCTPAH-
tuimn gapectopamn? Koneuno,
MO0 NPMBATHANPOBATHECA Ohl-
Ccipo, coaaan IOBYIO CTPYKTYDY
cobcrpenuoctd,. Ho  ona nopo-
JAUT OUPOMHIIE COUUANLHLIE KOH-
GANKTLI, echry pashatn  cobeT:
nenoCTE ItO sHHavaANbLITIKaMe.,
MoxHKo ¢oaltars, W CTPYKTVPY
danesoMo HedD(PHeNTUBY VIO, CCAT
BCE OTAATH TPYAORLIM  KOAACHK-
THBAM.

— Bamu upurHEM  yYroepi-
RAKT, 4TO, HECMOTPA HA KOCT-
Ky (muaHcorywo u  Gloamer-
HYI0 TOJNUTHKY, JNDABHTENLETRO
HHacro we polivaochk, 3KOHOMM-
Ka 11a I‘DEIHH !‘Hﬂ(’.p“ﬂ(bﬂﬂuﬂﬂ. a
B OIOfROTE KOHNILI ¢ KOUKAMIES
nEe CXONITCA...

~— 9716 nenpanyp,. lla ceroa-
A HET HHURARHX NPERIoChIAOL
A8 runepuHdantisau. OnacnocTe
ee joflereuTensno  Obloa, HOKA
COXpANANCA  eJJeHEMNHMH  Ha-
BCCe =-— MCKYCCTBEHHO  HaKOIL-
henass JeHesxKuana mMacca n o yo-
Jopuax caaboli gpuHatcosolt no-

Moscow Office

JUTHREN U AAMHHUCTPATHBHOIO
Kourpona ueH, Boobuwte 210 ca-
Masn GoJsLIUAsl  npobHseMa  TpH
nepexone OT HOCHHOI PKOHOMM-
wit  (HeoGARATEALUO COUMANTH-
CTUYECKOM) u® MUpHOH: Kak
JHKBUANPOBATL e« LEHEMNUBBIT ha-
pece, HE saltycrys rituepudgns.
witn. Cuauralo, YTo 910 #HaM cae-
J&Th yiaanoch., A ecaH  naseca
HeT, TO MOMHO ronopuTh 0O BOY-
MOXKHOCTH HHDOAALEY, O BbICO-
olf HHMIsUHK (ypopeus ce Gy-
JCT 3ABICETH OT MECTHOCTH MG-
Hexcnol o 6rosceTHON 1HOAHTH-
KM), HO FHNCPHEGAALHMA B A8
IOf CHTYAUMM Y3KE HC I'PO3HT.

Yro xacagren
nedbunuTat 110 AHBEPK-—H2APA-
AKXy 0H HYAEROlT, 610)KeT coanan.
cuposan, Mm oTkpsinaan Q-
HANCHPOBAKKME TOALKO MNOA Pe-
aanHbie poxoant. Ceilvac aaxe
nMoAaIeM [NO8BOJHTL cebe GhITL
6osnee MArKMME r BloaxceTHoli

noJrHKe., MapT KOUUYHM ¢ Ro--

#oNLI0  OOALIINM  AedHMIHTOM,
HO 270 NOTOMY, YTO CMOYrnu OT-

KPhiTh HHAHCHPOBAHIIE UBJAOIO

paiLa nporpamm,

— Hc coepyr am 914 OTCTY N
JIeHMn 1A <HEtr BCe
e yeuaga?

-~ Hanrcwocn, ¥To He cseayT. |

Bo-itepprix, ‘'oTcTYOAECM RCE-TAKH
Y TOPANOUEIHO.
CTYTIAGM B TOT MOMEHT,
caM¥ CUYHTACM, UTO MAMNERLKOC
OTCTYILTCHHE BOIMOIKHO,
crynaemM s Toro, 4Tobunl tiepe-
rpyunuposats cHAel. YT0Gm HA
gorne nnlepanusauuy uen mua
IHEPFOHOCHTCNY ROJAYUMTH JO-
NMOANUTEN LY LI, HCTOYHUKHE L0X0-
ADB M K KOHLY TOA& KBADPTAAL-
Heit aoputut omAThL CORPaATHTL
N0  YPOBHA, BE OPEBBITIAIOILETO
JBYX IPONCHTOB OT BAJOBOIO
HAULHOHAJLHOTO IPOAVILTA.

~— Yro Oynetr ¢ pyGaem?

— Cefiuac JOHOALHKO CHIBHDLI

Krorjia

Mar. 25.1992 @5:48 Fril

Bo:propnix, ot

610 CTHOLO :

HPEABIRY-

B OT-

FO4
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nHhAAUMOHHBIE  ONcaQHI R
C8A3N ¢ upeacroawcit  andepa-
JH3auued e Ha dHeprosocuTe-
Ju, Ha Rypc pybaa oxaapigaerca
Mollnoc AanneHue, OHo Gyper
npoaomXaTees 0O Kpafixefi Me;
pe 10 MOMCHTA JIHGEPL\HHB&U.HH
H OXEBATUT AMPHEMCDHHO CUC HEAC-
5 Tpu rocae wuee. Cuuraem,
4TO KypC pydna nonsken craGu- |
JMIMPOBATHCH HA YPOBNE BHAYH:
Tennuo Gosee NMBKOM, YEM TOT,
UTO CYUICCTRYET COroJiHII. )

~ ONATL NOWAN CAYXK O pe-
hopme geuér... :

— Hukakyso pedopmy ¢ ot
Mehofi COI0aHLIX JcHer poccuit-
CKOe NDABMTEALCTEO HE TOTORIT.

«~— 'Tenepn 0 TOM, YTO BOJWY-
er npeex Ges ucknrwoverna: Mac-
coraa Oeapaforuna. 910 pe-
annitan yrpoza?

-~ BpStA A OHA CTAHET MAC
conroit K KoMUY ropa. Muaauo-
1on ‘UGCTB — AR, H TO ~— 38&-
puimienunag udpr. Oawaxo wo-
crernexito  Gespadotruna OGyaer
nce Doace moapactaTte. Y10 no-
copetosaTn? He youparwea n
(‘.'rapme TRHMBMYKKM, & HCKATL HO-
nyiw padory. Ile manuxkorats, ¥
HAC KONOCCANBHAH BOIMOMIHOCTH
AQMATOCTH B B cepe odCayIKK-
patinAa, # B PLIHOYROK HHpA:
crpyKType. U cuse, mnasepHoo,
CHCAVET NOCTOANHO OTAABATE CC- |
60 oT4eT 8 Tom, Ure Thoe pabo-l
e¢ MCCTO BOBCC HEC JAHO Tebe”
pas u nancerpa. I we sanyrn-
Baw. fI upocTo xouy, Y4TolGHl NIO-
AM NOHUMANH: ¥ HaC ¥  BCEX,
oann pbibop. JIu6o MancHbKAA
poaMoxuioett.  GeapaSoTiunl A
IMiencKkas aapaboTnaf naarta
ans scex, hudo Gonee ceph-

Sz ©5:44

CIHAA BO3MOXKHOCTE VespaboTu-
Ll I RLICOWME JMOXOAbl ¥ Tex,
WTO "CORAACT HYMHAMH JUOKAM.
MPOJIYKT.

H. CABBATEERBA,
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Michel Camdessus EUR IT
Managing Director
International MR. P. ANDREWS

Monetary Fund
Washington D.C.
U.S.A.

Dear Mr Cawmdessus!

The Economics and Finance Ministry of the Russian Fede—
ration thanks the Research Institute of the IMF for holding
the seminar on using financial instruments in macroeconomic
mic regulation for Common Wealth officials from the Central
banks and Ministries of Finance at Moscow State University.
This seminar promoted the adaptation of new forms of econo
mic-regulation in the transition to a market economy. The
above—mentioned seminar attracted much interest in academic
and banking circles. _

Moscow State University is preparing for the second semi—
nar for the Russian Federationm finance officials scheduled
in March 1992.We regard an eight—week seminars (in English,
Spanish and Fremch ) on macroeconomic and financial
policies in Washington as very useful.

The Economic and Finance Ministry of Russian Federation,
the Central Bank of Russia and Moscow State University
greatly appreciate such actions. We are ready to choose
suitable candidates from officials of the above—mentioned
organizations and group of professors in the field of
finance and banking to participatée 1in short—term courses:
with translation to Russian (about two weeks) in Washington
and medium—length courses (3-4 weecks) in . Europe.We are
ready to pay for the interpreters included in +these groups.

Sincerely yours,

5.Gorbachev

. Deputy Minister of Economy
and Finance of Russia

Iljinka, 9.
Moscow, Russia




D

J

To: Department Heads

From: Records Division 0P

Subject: Former USSR Republics and Baltic States

AN

February 7, 1992

This is to confirm that for the present, the following list
of names for the former Republics of the Soviet Union will be used in

Fund documents and publications:

Armenia
Azerbaijan
Byelarus
Georgia
Kazakhstan
Kyrghyzstan*
Moldova
Russian Federation
Tajikistan
Turkmenistan
Ukraine
Uzbekistan

In addition, we have received notification from the
‘International Organization for Standardization (ISO) that country
codes for the Baltic states of Estonia, Latvia, and Lithuania have

been approved as follows:

Estonia EST
Latvia LVA
Lithuania LTU

cc: Administrative QOfficers

*Please note spelling change.

Lopes: WSS FY
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Office Memorandum

L.
To: Mr. Van Houtven February 4, 1992
From: -John 0dling-Smee [va%
Subject: Contacts in the Former Republics for Constituency Purposes

The following are the names and addresses of people in the
former republics that member governments could contact on issues of
Board constituency. In a few cases, the missions are still out in the
field; if, upon their return, we have second thoughts on the
appropriate contact person, I will let you know promptly.

,/bussia: Mr. Yegor Gaidar ] .
-.- Deputy Chairman of the Government of Russia and

Minister of Economy and Finance
Tel: 206-2171, 206-4669

Belarus: Mr. Miasnikovich,
Deputy Prime Minister,
Minsk, Belarus
Fax: 7-0172-29-66-65

Ukraine: Mr. H.0. Platachenko
Minister of Finance
Ministry of Finance,
12/2 Grushevsky St.
Kiev, 8, Ukraine
Fax: 7-044-226-25-17

Kazakhstan: Mr. D.K. Sembaev, Deputy Prime Minister

Tel: 7-3272-62-48-97
Fax: 7-3272-63-76-33

Kyrghyzstan: Mr. Askar Sarygulov, Deputy Chairman

President's Council for Foreign Affairs
Bishkek, Republic of Kirghizstan

Tajikistan: Mr. A.A. Samadov, Vice Chailrman,
o Cabinet of Ministers
T~ Dushanbe, Tadjikistan
Turkmenistan: Mr. V.G. Otchertsov, Deputy Head of the

Government of Turkmenistan
Fax: 7-095-274-01-36

. LYY - 3
Copreo: M'J\j~€/ bec
’ L/D& O (Lo v
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Uzbekistan: not yet clear

Armenia:

“Hrant A, Bagratian

Deputy Prime Minister and Minister of Economy
Government ‘House

‘Republic Square

Yerevan 375010, Armenia
Tel: 7-8852-52-73-42°
Fax: ~7-8852-15-10-69

Azerbaijan: Raghim Ali Husseinov

Georgia:

Moldova:

Estonia:

Latvia:

Lithuania:

ccC:

' DCs

Deputy Prime Minister and Chairman of the State Economic

and Planning Committee
Government House

- Baku, 370016, Azerbaijan :
. Telex: -7-.0422-14-21-63 BABEK-

Murman M. Omanidze

First Deputy Prime Minister and Minister of Foreign Affairs
Republic of Georgila

Tbilisi, Georgia

- Konstantin A. Tampiza

Deputy Prime Minister and Minister of Economy
Republic of Moldova
Kishinev, Moldova

Mr. Siim Kallas,

Governor, Esti Pank (Bank of Estonia)
Kentmanni Str. 13

Tallinn 200100

Mr. Maris Gailis

Deputy Minister, Ministry of Foreign Affairs
Brivivas Boluv, 36

Riga, Latvia

Mr. Vytenis Aleskaitis,

Minister of International Economic Relations
J. Tumo-Vaizganto, 2
232039 Vilnius, Lithuania
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Office Memorandum

To: Administrative Officers January 10, 1992
. } ~
From: Records Division :

Subject: Former USSR Republics

For the present, the following list of names for the former
Republics of the Soviet Union will be used in Fund documents and

publications.

Former USSR Republics

Armenia
Azerbaijan
Byelarus
Georgia
Kazakhstan
Kyrgyzstan
Moldova
Russian Federation
Tajikistan
Turkmenistan
Ukraine ’
Uzbekistan






