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“Prof. s, Fischer

Prof. J. Sadche
AT ﬁtahie'forvﬁaaroeéoﬁamic”stabiliZatioﬁ irn Russia
cra; 1rpmrtanr raaﬁana -““ saiaand tha Wwwz should set
ﬂ_;gblb for magy auucnﬂwhc actiong during tha nevt few
_;monthb. G H) rinetablie u.dmlﬂ define Russian madrogconomic policy
Cagtiong  andl Corrsspo nﬂlmq Wazne wrp isupﬁmr* {conditional. on the
ol Eiliment of the rﬁform actions by the Russiam Government). = The
\H-farthrumJnJ zlections and: the keginning of-a new galendar year are
'f'fnm rruczﬂx mnrg@rm-a*nuhi whic ﬂbmliav nust be devigad,

gl Ve p?ﬁr‘sw-““w 1o iﬁﬂw,nq g1V@*auLE«

'Oatmber

the Rﬂﬁﬁ“ﬁﬁ MHVPVﬁﬁPﬁf hkals: Ppn“v-} FEnE af Raselis (FBP} WORLA ATY oG
Lo mEnetary targsts, aurﬁady sutliinesd by Finhdnce Ministar Federov,
;,that Wonld hava'une Hlffﬁx or Pv¢q¢ug overall money  gréwkh ta
Comround B pwrosnt Fforothe fourth quarter, or-pround 8 qp cent. per
CLlmonth 'Tﬁegéxahaﬂje rate could remain €table at least €111 tha end
Copf the vesr undsrosuch pelicies, [and thevs WCu‘d be & good chancs
Clifer inflation teloome Sown th w&ﬂ@le digit ratses by early 1994,
CEpecifiv dredit %arq&Fs wodldibe as follows. Total credit emizsion
Lo by ‘the UBR Wﬂu‘u e Tinited to 6 Lrillion rubles (4.6 trillion to
the EH§Q¢- R krillion too the comberdial hanks),  Assuning a
decline an nat Sk QIHAT Snal oreservegsof 81,75 billion (as Russia
CogBen s pakt ol the THF and Wsrld Baiik money), and the maintanancas of
“astabls axchanqe rate of 1150 rBles/$, the monctary hase would
Cincrsase byo4 trillion fubﬁag, an a bage of arcound 15 trillicn rbls
cat the Hnd ,.,“ap*wﬁﬂ ;

Based on- ?hese-dqueﬁ Cibke s TMP ang oRusBia would Rgras. en the

Jirelease of khe $1.% bill on 9T AN ayresment with the IMF should
obe reached in the seoond “halfh of Ootobey, fLor diskursements
available: qtart ng in Hoverber. gEi, Tariy, vhe $600 willicn Worlid

i pank Rehab . Lo
rel@a%e Ln wavﬁu;

II.vs wuld alsc a’rﬁ“&glti ted in Cutobar for

N-“’.YWQZI 3 ?‘vf,f%_ 3 @_

'Ru &lq waujd m&lpbﬂlﬂ tde tdxgats st in the -October abgﬁrd with
'the THF and: Warlﬁ Bank. o Rusgla wau]d alco conplete & framework
Wdgst g nm moratAYyY DYOgTaAm: 61 1994 s vall as an agreemp . with
'fw,ey undltur= ﬁnd uax asa;qrm&nt fa» 1284, '

R

;Ruaﬁla ana the IMF ﬂqu Jmmnilatu anter inte new negetiations

i 4, There would be two gonls: @ onasyear %+andby lean and
;e,acﬁ_v'tfﬁn ‘of the ruble stabilizdation fund. Sipuitaneously,
g '=_iuhe Warld Bank: wau}d en+¢r intag negaflatlons over a %1
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xbllflon package of mmvlal quppor; fundas 38300 nillion. in a new
1 Oxlast Support Fund and 9500 millien inm a new Social Safety Net:
i Loan (both loans have #iready beern announced in principal, but not
yet negotiated). . The target date would be March: 1, 1994 for
r;”lEplEM:ﬂTaTl”n ar these two new World Baﬁk 7Gan€. :

 ,JanuarV 1994

_LAssum;nq tna* the preVLcus month : p&l‘cleé have §one Mull Russia
would be in a position to. 1mplemdnt a publicly: anncunoed pegged
:fvﬁchange rate. . The rate could still be around 1100-1200 rbls per
o doTar follﬁwmng “the suceessful iwplementation of the monetarv
o 'prmgram-fawi be Lumth QHux er af LRRE,

,-,(:mﬁﬁ;ﬁawﬂy@ﬂr&d exchanqe rata,wou d e barkwd By the $6 killion
»;j;fs abilization fund - arvapged in  Novenbar-Ddacember, (After
S0 significant stab;l;:at1cn hag been anhieved, the pegged rate uGﬁld
- ‘be gonverted *ntm a4 ¢rawling peg). - The INT. &tan&ﬁy loan would als
e ine place “the - new  Parliament gets - organized. Hdwr
el entury l?&dprq would e br:efed on the 513 Q&;llan o 50 ot

rund,,$1 billion i World Eank support for
'fg bllllon h‘ner&leatlnn funde and World Bank
eﬁtsr IESt”Uth lnq loans)r- The cliche of "no real
: »est as Russia's
Pregident Clinton mignt
Draaldent Yel*sxv to help

band fcf 15 *umm”t wztb
nuy 0ackqae.

JSame mmportant counénts are in order, especially zként the very
: fbﬂtaalé rhat cmuLd rruatr te thxﬂ p;cpasal. ‘The first

_ prcgress 1u wmmwﬁl"able TIoW Lnaer he curvsnt manaqémént it
would pe vastly more likely with & new Lentr 1 Bank management.
‘The anlor nanagwmenr of the CER Is once again trying £o undernine
mona ary disciplite, this tvme by'p*vmlszng L6 transfpr new Russian
& 'T—ﬂﬁt&airha ather - CIS-  states  kefora . thare iz  any
demonstration whatdesver of aaequate buuqetavy, monetary, banking,

S oprivatigation, or trade policies in  those other statés,  The
jf,cur*ant'*ER leader:hlp hag all along been aining to receonstruct the
ioSoviet. Unlon and.Goabank along . with LR On - much more mindane

matters S the CBR eontinucs ko hid& data from the Government, and
gives eweri Cgigh el internal dLbarray and: . corruption  (e.qy
9 leCkbaLK& on ban? loawm)~

*f;@.; The sncenﬂ potentzal obquagle s the ruble area® itself, If
' the current CBR léadarShlp sucereds in transferring new ruble notes
5,abraad and (eVen moﬁe meorLant} stavte honoring nOHEQthVMOﬂEY in
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;. the chances for stabilization
IMF should  send Yeltsin and.
“them that any sudden actions
-qhgprlquat ~ 'Lpglw_dlmOid
an@¢;Qi_g£m§#mmaﬁng__ffebtlgﬁ
IMP would have to. enter into
tner countyies hefore Russia
SUVE. Treasury should similacly
gopen~endad nonaﬁary commitnents

;,;@ngug X.H» LelE onee B
ﬂﬁéfa&iwr*neghtﬂatlrwa w1th .
Coould quallfy for a prqgramf,.ﬁ
We1gh in- with a warning that new,
by Rubisia’ to other stéates Ldundercut - the basis for rapid
i 'Wi-‘.:,Le.nu ht.-,l.p L Rgb&id. SoThere '-nﬁredibla nailvete or the igsue
'-mt the rumle ?ona at the top of th ,Rus51aw Government, where the
: SV BeunG ‘wholesome, and easy. The

'tap leadera appa*ently ﬁa nobh u '_wstana why it is taking Burops
forty year& or more to rpach a.alng%e curcency

g he natural view awang some
.ulﬂ pru&nad ¢autlously, one step at
: n-ﬁymnd the dligbursement of
ia view, we showld finish the
"-Paw Lument be elected, -and then
to ua that Lugie and xhternational
@ ‘othér direction. . We have a
_eep Russma inthe raform path by
ngdellnes that will bridge the
¢-be 1n plava as a new Parliament
_r"o 1f th nns w4 badly then the program

fgm is Plparly st work in Poland.

. Polish debt requc+10n, which
”ng*rac Mlth the IMF in order
- S@rarkably, during
; made a strong roint
ted to renageb¢aua thﬂ INF program
edcblnq & prwor agreement with the

;f &vabk lzation. Tha rigk, it is
bilization  fund will “bs  ¢uickly
'overnnent Wmll quiakly lose
& i kind pess;ﬂ‘s*i¢

_1on'pxog¢&m -araund the world Havg
sge  of actions, ineluding a
éfarms, and exchangs. rate
ized package of acticnsg, the
ar s gnal of rwmitmmt ta ‘the
' ‘This




al the mechanasm cf the 1985  israell proge i, wh%ah wie

:caordlnated ‘with U.6. aid; . the 1987 Mekican ﬁactc, ‘the 1590
Balcerewicz  Plan, dramatlcazly ‘pagked up - by $1 pillion

"..stabllizatlon fundy the 1991, Afgaﬁtana Lonvartlbllzty Plan; the
‘”51092 ns tonian &urrancy beardr and so forth).

Lt Tha xrlfthw~potant1al obeg aale, {& vhe Russian Govarnm&n@'s

. 7ccnatrzutéa vigw oFf what is pessible. We risk, as:usual, dgetting
L ostuck ino e vicious eirele.. The Russians thirk that no real zid is
going te bs ferthtoming, at least not scon enecugh to make strong
tcemmifm@nta. e THM whiple want only .Tmﬁfpﬁ palicies are guing
ko be *mnlemenhed. We end up in the equilibrium trap of loversd
expectaticnz on both sides. If the West can‘agree to a serious and.
o vanbitious ulmﬂ*amle,.Lt would be. ugeful for Cam&gssum, Surmers;
o stern, Bruno, ete., to yo to Mosgow, o brief the .Rugaian
leadarsnhp and try to ger gewathing din place soon. E;ghlgan,
LYeltsi ne Min Hvev Ghagmﬂmgrdln ahaugi undsrehand elesrly
*ang“ gatggbr;paflv, tha* imore s bran o 510 0 Willden: o of [ rapidly
w,fefg A”&egegdc uw Cﬁﬁ&»e” Qn the rub g zgﬂgi gg,_gntraj

"(and'nnt juSt to c“v.rgférm fr¢¢n&¢ in tﬁe uablnet'yla an IMF
mlsmmon'J.u;, : S

B Tha wain aﬁalvtlca? point. is that real stadilization 1is
cposminie, “and Liass wan puﬁalblﬁ for soveral months.,  Indasd, the
ruble: mxrhange rate has depreciated by only co_percent.during four
- omenths, oft by B percent per month, T @ budget is in diffirultv,
R =10 oAl tqp fears: ot its qattaﬂd coempletely out of control 19&U&t
L TG km!iadddeqxj 4rﬁ&tm. ang Cintornal o divislons  in the
;_f&goVernmentﬂ{whlle Lobcv was still Eoenony Minister) rather than
'- jaconemL~ ufdamentalsﬂ, vr@¢qn exchange reserves have accumulated
; : '-1nd the peri ince June.. Regionz arve pnce agaln paving
Ll L aE and t&awﬂ &o room for s real flscal AGTAAMENT with the
-5Tregmona for 1994'(ha 2d on.a niew schene for tax asgxﬂnwenu, giving
" more flexibiility to rﬂglohal governmente} ., Under - plavsible
conditiofin, money growth can be held tu dreund ¢ percent per month
1n the la~* *hr&e months of tha Vear,

Hone Fum51axi 'and-; estern - obgervers o ourrently  feel that
U stapilization is nawrnd reach, o Such a mistaken feelinyg has bean
Cuocharacteristic of every: h;gh*mufiataon Sountyy on the brink of
-]jatabillzatlony,:'{Who really  beligved 88 &f HNovember 1989 that
ooPoland would seon have a stable, cenvertibple Qurrsncy? Or that
oo Tatael o sr Reserdimn, on thaothore, ooild o muickly end yaars ef
_ﬂ'*ﬂhrOnaGallv high-infiation?). Perldpc surprisingly, the aconoric
wooand politloal  fundamentale in Rusgila bring stabilization within
. ~reachs thas budget is actually mundgaanle, the pelitical timstable
is favorable: the Russian people desire monstary stability, This
Lls not an Jppor+unhuy ta he missed.”
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