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The economic and political problems of January: the choice after the elections.



�The results of the elections to the State Douma December 1995  once again have made the President  of Russia confront the necessity of the choice of a way of consolidation of the political regime and  the struggle for the maintenance of his power during the current presidential campaign. As it has already been in early 1994, there were 2 versions of resolving these tasks. The first one is to develop the success of the economic stabilization, which was leading to the inevitable abrupt strengthening of the conflict with the “left” Douma, while the other one-to try to  take in the nationalist rhetoric of the opposition, which would be pregnant with the danger of  loosing the achieved first results of economic stabilization. After a short-term hesitation, B.Eltsin has chosen the second way and has made it a factual ground for his pre-election campaign. The left-nationalist model of economic policy, which provides the strengthening of inflationism in the macroeconomics, bureaucratic regulation of economic life in the interests of the large monopoly structures the lobbyist role of which shall be inevitably increasing, also corresponds to this course. In January, has clearly revealed itself the trend in favor of forming the close economic system with a high level of state participation in implementation of economic processes, with  the goal of  import substitution dominating over the ones of increasing of the national economy’s effectiveness.

The choice of Mr.Eltsin was very distinctly proved with the resignation of A.Choubais from the post of the First Vice-Premier and with the simultaneous abrupt strengthening of the role of O.Soskovets and N.Egorov known by their conservative ( both in economic and political aspects) views. The General Director of “AvtoVaz” V.Kadannikov who has succeeded  to Mr.Choubais, in his first statements declared the promise to strengthen protectionism and the state regulation of production, which in practice shall mean the subordination of the state politics to the domestic monopolists’ interests.

Pseudopatriotic rhetoric as the ground of B.Eltson’s new course does not at all make the preelection position of the current President  more solid. On the contrary, his tendency to take in the communists slogans only confirms the rightness  of the latters and strengthen the leader’s of the opposition  positions, and  the distinction  between B.Eltsin’s and  a candidate’s from opposition economic positions becomes almost insignificant. At the same time, during January the nearness of CPRF and “Jabloko” positions was demonstarted more that once. The similarity of their economic programs was supplemented with the factually taken shape political alliance in the State Douma, formed durind the political consultations in January.

At the same time, this means the openess  of the position of a candidate from democratic. pro-reform forces. The answer  at the question as of  the candidate from this part of the political spectrum shall be given by mid-February. V.Chernomyrdin who, on his post, has already found  his situation as rather unstable, would be a natural candidate  for this post. If he does not make a decision to resign soon,  the probability of the dismissal of him in the period between April and June would be very high. However, yet neither the President, nor the Douma would be interested in his resigning , and that is why the matter of his dismissal woill not be raised in the Federal Assembly) if, of course, nothing extraordinary would occur.)

All the above does not leave  any serious hopes for real positive shifts in the forthcoming months. The stock market will be in a depressive state. Foreign investors will be waiting for the results of the presidential elections. The crisis in the financial and trade sectors will continue.

Effectively,there are not mighty figures in the President’s surrounding any more, capable to consistently conduct the macroeconomics policy within the “stabilization-economic growth” logic: the stabilization in practical terms has already taken place, but the abruptly grown political influence of the “ advocates of ”dirigism”, their attempts to “re-establish the administrative control” over the economy by using  the traditional (Soviet)  means would only worsen the depression, or, again, would make the slump problem more serious.�At the same time,  one should not yet expect dramatic changes to the worse. Russian economy is  quite of  inertia character, and the positive results of the macroeconomics policy of the second half of 1995 will maintain their favorable impact on the general state for the next few months.   

Furthermore, it is the  high professional management of the Central Bank, possessing rather broad proxies not to allow  the next fall into the inflationary trap, who stay on the way of the open  inflationism of the “left-populist hue”. However, to implement his rights, the Chairman of the Central Bank shall have to show  a serious political courage. 

Finally, one should expect an abrupt struggle for property. With  A.Choubais having left the Government ,  those forces  who have not been satisfied with the results of privatization  and  who look forward to strengthening their economic and political positions by next re-division of the property rights, will make themselves active.

                                                                                                                                               V.Mau

�

Budgetary policy



�Between January and November 1995, tax returns into the federal budget somewhat decreased, as compared with budget execution for 10 months, making 10.56 per cent of the GDP, which is 0.6 per cent less than October figures. The overall earnings of the budget increased by 0.58 per cent of the GDP and made 14.03 per cent of the GDP in 11 months. This growth can be mainly accounted for by the increase of non-tax budget earnings to 3.54 per cent of the GDP (which is by 0.72 per cent greater than the October values of this index., see Table 1).

According to our preliminary data, in 1995 on the whole the budget receipts equalled 103.64 per cent while the budget outlays were 94.18 per cent (despite a ceratin growth in expenditure in the last months of the year), which is in keeping with tough budget policy of the government. The republican budget earnings came to 13.9 The main budget outlays were financed for no more than 90 per cent as compared with the figures shown in the RF Law "On the Federal Budget for 1996".

In the twelve months the republican budget deficit comprised, according to our preliminary data, 2.38 per cent of the GDP (in January-�November, 2.6 per cent of the GDP) The deficit was financed at 77.31 per cent. Internal financing was carried out at 77.95 per cent, external finacning at 76.67 per cent.

The comparative analysis of 1995 federal budget execution showed that,as  against 1994, the budget receipts increased(including non-tax earnings) by 1.33 per cent of the GDP. When assessing budget expenditure, we may note that its share in the GDP decreased from 19.6 per cent of the GDP (without the balance on loans).

We have assessed this budget using the auto-regression model developed at the IEPPP, and starting with the premise that the government will continue the present tough budgetary policy. The index of monetary mass growth of 1.5-1.9 per cent a month has been taken from the Government monetary programme, and the growth of actual demand for cash whas been given as 1.1-1.2 per cent a month (15-16 per cent per annum. In accordance with these prerequisites, our results appear to be close to the inflation evaluation in the draft budget and in the Central Bank's monetary programme for 1996, i.e.1.9 per cent a month on the average (25.3per cent a year).

�Table 1. The execution of Russia's republican budget for 1995 (in per cent of the GDP)���������   I 

quart.�  II 

quart..�   III 

quart.�   11 

months.�   12 

months*�per cent of

exec-n��Tax on profit�2.21�2.84�2.74�2.54����Income tax�0.12�0.20�0.19�0.19����V.A.T., special tax and excise taxes�5.82�5.72�5.48�5.96����Taxes on foreign trade and foreign trade operations�1.42�1.58�1.54�1.46����Other taxes, payments and collections�0.45�0.44�0.42�0.40����Total taxes and payments�10.02�10.79�10.38�10.56����Non-tax earnings�3.20�2.23�3.03�3.55����Total receipts�13.23�13.01�13.40�14.03�13.89�103.64��State administration�0.33�0.29�0.27�0.27�0.27�87.05��National defence and law enforcement agencies�4.47�4.22�3.60�4.14�4.02�83.23��Fundamental research and assistance to new developments in science and technology�0.38�0.34�0.28�0.31�0.29�65.08��Services rendered to the national economy�2.69�2.70�2.24�2.25�2.50�86.93��Social services�1.17�1.29�1.07�1.17�1.49�78.45��Servicing the national debt�2.13�2.01�2.35�1.50***�1.48�107.16��Financial help to other levels of power�1.75�1.30�1.24�1.76�2.04�89.29��Other expenditure�1.57�2.44�3.31�3.90�3.94�131.67��Total expenditure�14.49�14.60�14.36�15.31�16.04�94.18��Loans minus repayment�1.82�1.56�1.59�1.32����Total expenditure and loans minus repayment**�16.31�16.15�15.95�16.63�16.04�94.08��Budget deficit�-3.08�-3.14�-2.55�-2.60�-2.38�65.34��General financing, including�3.08�3.14�2.55�2.60�2.81�77.31��      domestic financing�3.78�2.22�1.86�1.35�1.41�77.95��      external financing�-0.17�0.91�0.69�1.25�1.40�76.67��Reference: GDP in mln mln roubles�255.1�615.6�1110.7�1469.7�1659.2���*   no data about incomes for all 12 months of 1995��������** for 12 months, not allowing for loans minus repayment��������***sharp reduction of expenditure on this head is caused by changes in the procedure of registration for operations with treasury bonds and tax exemptions��������The budget for 1996 was approved by the State Duma on 6 Dec., 1995 (see Table 2)

Table 2. The Law on the Federal Budget for 1996���Law on 1996 budget in per cent of the GDP - 2300 mln mln rbl��Receipts�15.09��Tax returns�12.28��Non-tax earnings �1.74��Earnings of target budget funds�1.07��Expenditure�18.95��State administration�0.29��National defence�3.49��Expenditure on law enforcement agencies�1.62��Expenditure on national economy�3.17��Expenditure on social purposes�1.75��Other expenses�8.63��Deficit�-3.85��Financing, including�3.85��   - domestic�2.44��   - external�1.41��

�Starting from this level of inflation and the premise of arrested decline of the true GDP, which is built into the budget calculations, we evaluate the GDP for 1996 at 2600 mln mln roubles, which exceeds the relevant sum in the approved budget by 300 mln mln roubles. As a result, our estimation of the nominal tax returns in the federal budget will be slightly bigger (by 5-10 mln mln roubles) than the figures envisaged by the law, comprising about 11.6 per cent of the GDP.

If the Ministry of Finance and the Government Tax Service of Russia will succeed in stepping up control and drastically reducing the scale of operations with unaccounted for cash, then we might predict a considerable growth of tax revenues already in 1996 (in the above figures we have allowed for the increase of tax revenues by 0.2-0.3 per cent of the GDP.)

The calculations show that federal budget receipts in the 1st quarter, 1996 will come to about 13 per cent of the GDP (the forecast for a three-month GDP is about 600 mln mln roubles), where tax returns will make 9.8-10 per cent of the GDP. The expenditure, within the law on the budget and the level of domestic financing at 2.1 per cent of the GDP, should not exceed 16.4-16.5 per cent. Therefore with the budget execution to the amount of one-fourth of annual allocations it would mean the necessity to sequestrate the expenditure by 1.6-1.7 per cent of the GDP (9-10 mln mln rbl).

Yet the above sequestration level can only be regarded as mimimal and hardly realistic assessment. In practice, the parameters of such sequestration could be determined by the probable volumes of domestic funding, and first of all the issue of GKO-OFZ (abbr. for short-term government bonds - bonds of the federal loan). The probability of fully financing the deficit, if such situation arises in reality, seems to us to be rather problematic. 

The principal changes in the tax policy are as follows: the repeal, from 1st January 1996, of the tax on surplus wages above the prescribed amount, and the repeal of special tax. As of 1st January 1996, a re-valuation of basic assets is going on in accordance with the indices publushed by the State Statistics Committee.

On 8 December 1995, they adopted the law, "On the Simplified Taxation  and Stock-taking System for Small Businesses", which permits to substitute one combined income tax, or earnings tax, for the aggregate of legally established taxes (except customs duties, deductions into extra-budgetary funds, state duties and license collection).

Certain changes have been introduced into the list of privileges and exemptions regarding V.A.T. on 1st January 1996, exemption from tax has been granted to editorial offices, publishing houses and printing shops for production and sale of products associated with education, culture and science. Profits from the sales of mass-media products associated with education, culture and science are exempt from profit tax if they are used for capital investment into their main activity. 

The Government has extended the temporary procedure for utili- sing the sums of money that will arrive on the enterprises' current accounts before 1st March 1996. In keeping with the Presidential Decree dated 19th January1996, an enterprise may be granted a postponement on its payments into the budget, provided that between 1st April 1996 and 1st October 1998 it will pay half of the sum of its indebtedness in quarterly installments to the tune of 5 per cent of the total sum plus the established fine of 30 per cent annual interset.There is also a procedure envisaged for repayment of the rest of the indebtedness.

S. Sinelnikov-Murylev, V. Medoev,

K. Rezenikov, S. Batkibekov, 

Ye. Shrebela

�

Monetary policy



�The year 1995 has just come to an end, and we can now say with assurance that this was the first stage of the consistent stabilisation policy of the financial and economic processes in Russia. Steadfast adherence to monetary parameters assigned by the IMF programme may be taken as confirmation. The net domestic assets of credit and monetary bodies reached 76.1 mln mln roubles by the end of the year, while the monetary base accumulated for December was assessed at 103.4 mln mln roubles. The December growth of the monetary base exceeded 10 per cent thanks  to the accumulation of currency reserves and to the purchase of GKO (Russ. abbr. for short-term government bonds) by the Central Bank. In accordance with the monetary programme adopted for 1996, the Central Bank undertakes to ensure that the annual growth of the monetary mass M2 will not exceed 25 per cent. The dollar exchange rate went up by 1.4 per cent in December. In the 12 months of 1995, the nominal dollar rate increased by 30 per cent, while the growth of the real rouble rate equalled 76.5 per cent. December 1995 became the first month for several last years with the inflation of 3.2 per cent.The annual accumulated inflation  reached 131 per cent. 

We attempted to forecast the patterns of prices in the first quarter of 1996, using a model which allows for inertness of the inflation, a change of M2 monetary mass in the preceding six months, and inflationary expectations reflected in the exchange rate pattern. Bearing in mind that railway freight tariffs increased by 4 per cent in the beginning of the year,  energy tariffs are expected to rise by 18-25 per cent, and inflationary expectations were aggravated because of political changes, the inflation in January will probably go up to 4.2-4.7 per cent. According to our calculations, the inflation would reach 3.8-4.0 per cent in February, and 3.0-3.2 per cent in March.

Using this model, we have been able to assess the inflation index for the whole of 1996 at 36 per cent provided the Government and the Central Bank will adhere to the parameters stated in the draft monetary programme for 1996. Calculations based on the model that disregards the rouble rate pattern, but presupposes the dynamics of demand for money to be set exogenously, give the average monthly rate of price rise in 1996 at 1.9 -2.0 per cent, which agrees very well with Government-presented values of about 25.3 per cent per year. 

We may define the end of 1995 as a sufficiently dynamic period for the Central Bank of Russia. A new Head, S. Dubinin, was appointed to the Bank, and he began his work by setting the limits to the exchange rate fluctuation range, until 1st July 1996, with the top level at 5,150 rbl/USD. He also decreased the base lending rate by 10 points, and its today's value has been fixed at 160 per cent, which is still much higher than the market per cent. At the same time, the sale of centralised loans to commercial banks during 1995 came up to 538 thou mln, which makes only 0.03 per cent of the GDP. From the macroeconomical point of view, high values of the base lending rate are no more than a symbol of tough credit and monetary policy of the state.

The beginning of the new, 1996 year was also marked by an important event. On 19th January, the Board of Directors of the Bank of Russia took a decision to set up a special mechanism designed to draw foreign investors' money to the domestic market of state securities. The scheme envisages that foreign investors, acting through the banks who concluded a special contract with Russia's Central Bank, would be able to acquire roubles on swap basis and invest them into GKO and OFZ. Non-residents are allowed to by bonds only at auctions and to hold them until redemption. Bond yield will be regulated by means of collecting a commission and by the currency rate of exchange fixed by the Central Bank on the GKO redemption date. This decision aims to decrease the national debt service rate and ensured the conditions for the fulfilment of the 1996 monetary programme. For the Central Bank, it would a task of importance to control the inflow of foreign investments in order to minimise the possibility of crisis in this market and to keep up the investors' interest in the currency bonds of the Ministry of Finance.

By the end of 1995, the summary volume of GKO and OFZ in circulation reached 73.4 mln mln roubles. The nominal GKO value was about 67.6 mln mln roubles by the middle of December. The ration of of overall market value of the GKO to the nominal value was for the same moment 87.7 per cent, while the mean time for redemption was 61.4 days. The mean yield to redemption, calculated from these aggregate data, was 6.4 per cent a month.

In the second part of December, the yield level increased considerably for basic instruments of the domestic national debt. For instance, GKO yield with redemption time of 30-90 days rose from 98 per cent in the beginning of December to 136 per cent in the end of December. This is partly associated with the continuing tough policy of the Central Bank who attempted to limit GKO purchase on the secondary market. Morgage auctions held at the same time resulted in the dumping of large blocks of shares by a number of banks, which also affected the reduction of GKO price. Besides, it was the time when banks prepare their annual balance sheets and the demand for liquidities increased, typically for the end of the year; these factors also played their role.

The first half of January exhibited a tendency to lower the yield of the GKO-OFZ. The mean balanced yield on all GKO issues went down to By mid-January, the aggregate yield to redemptionfor all GKO issues went down to 6.4 per cent as expressed per month. The growing quotes can be accounted for by moderate (as compared with December) volumes of new issues of January emission, as well as by early redemption of some GKO and OFZ issues by the Ministry of Finance.  This fact as such means that the RF Ministry of Finance wishes to revise the temporary structure of GKO portfolio so as to minimise the expenditure for servicing the national debt. Beginning with mid-January, there occurs a substantial rise in GKO quotes. By the last week of the month, the yield for issues with redemption date of 30-90 days equals on the average 4.3 per cent a month, which is close to the level of inflation expected in January. To some extent this may be put down to decision admint foreign investors  to GKO-OFZ market in February 1996. 

In mid-December, there was an increase of auctioning activity on the currency market at the exchange and outside it, but the currency rate was monitored by the Central Bank. In point of fact, the Bank remains the principal currency seller at the exchange, permitting a gradual rise in the dollar rate by 19-20 per cent on the average per annum. This situation is still current, despite  some individual surges, in January 1966 as well. The Gross turnover  for one exchange session was USD 10 mln on the average.

The market of IBC (Interbak Credit) has yet to overcome the consequences of the crisis. . In December 1995 the volume of transactions rose from 0.85 to 1.89 mln mln rbl, but in the first half of January the turnover of this market was reduced in half. The increased supply triggered the reduction of prices for credit resources. Thus, the value of MIACR rate for the predominant daily loans fluctuated at the level of 20 per cent per annum, which decreased the possibilities of arbitration. The Interbank market will be able to overcome stagnation only in close connection with radical improvement of the whole banking system, which can be achieved by means of closer supervision over the activity of commercial banks and developing the mechanisms of bankruptcy and sanation.



�Table 3

�Jan�Dec��monthly inflation�3.8-4.0%�3.2%��accumulated inflation for 1995��133%��growth of nominal USD rate in 1995��30%��growth of true rouble rate in 1995��76.5%��USD rate for the end of month at IMCE (in roubles)��4645��DM rate at the end of month at IMCE (in rbl)��3240��mean USD exchange rate for the month adjusted to the trend (per cent per year)..... ��21.2%��mean DM exchange rate for the month adjusted to the trend (per cent per year)��65.7%��monthly gross turnover at tcurrency exchange market (thou mln rbl)��3737��monetary base (thou mln rbl))��103400��net domestic assets of credit and monetary bodies (mln mln rbl)��76.1��net demands of credit and monetary bodies  to extended government (mln mln rbl)��115.7��net demands of credit and monetary bodies to federal government (mln mln rbl.)��84.9��net internatiounal reserves of credit and monetary bodies (mln mln rbl)��27.3��Central Bank's base lending rate�160%�160%��centralised loans sold (thou mln rbl)��45��total volume of GKO and OFZ in circulation (mln mln rbl)��73.4��nominal GKO value (mln mln rbl)�67.6�64.0��mean time till GKO redemption date (days)�61.4�67.7��ratio of overall GKO market value to nominal value�87.7%�84%��mean yield to GKO redemption (in months)�6.4%�7.7%��mean yield to redemption of GKO issues (annual per cent) with redemption date:....����below one month��124.4%��1-3 months��160.5%��3-6 months��145.8%��mean rate for all issues��150.8%��mean calculated OFZ yield (annual per cent) to redemption��133.4%��monthly turnover of GKO/OFZ market (thou mln rbl)��27803��mean calculated rate of IBC-INSTAR (annual per cent) for loans given for:����one week��50.3%��two weeks��66.8%��one month��73.1%��

S. Archipov, G. Trofimov







Privatisation



�Quantitatively, the principal result of 1995 was a sharp drop in of privatisation rate (Table 4). Under 4,000 enterprises applied for privatisation, about 6,000 enterprises were privatised (or 5 per cent of the total number of privatised enterprises). Of these, 33 per cent enterprises specialised in trade, 20 per cent in industry, 11.5 per cent in building, and 7.4 per cent belong to municipal catering system. On the whole among the enterprises privatised in 1995, 90 per cent are minor businesses with the number of employees up to 200, and the mean value of main assets about 15.4 mln rbl (in old prices), and 55 per cent of these are simply small businesses. By January 1996, nearly 36000 enterprises found themselves at different stages of corporatisation, over 27000 joint-stock companies were registered (compared with 24000 by 1st January 1995) on the basis of state (municipal) ones. In terms of government regulation, it means that the enforced rate of technical privatisation should be slowed down.

The earnings of federal budget from privatisation in 1995 were made up from the following elements: 

(1) mortgage auctions selling the shares of 12 companies - 5.1 mln mln rbl as against the earlier assumed 2-3 involving 29 companies;

(2) auctions selling blocks of shares - 1.5 mln mln rbl as against the earlier assumed 4-5 mln mln rbl from selling blocks of shares of 136 most attractive Russian enterprises;

(3) Issuing convertible shares of Lukoil company - 1.0 mln mln rbl 



�

Table 4. Main Indices of Privatisation Progress in Russian Federation

Incremental total since 1st January 1992 ��������1. State-owned enterpriseson independent balance sheet (units)�204988�156635�138619�126846�119879�90778��2.Applications for privatisation tended in (units)�102330�125492�137501�143968�147117�147795��3.Applications turned down�5390�9985�11488�12317�12876�13295��4.Applications thework on which is in progress (units)�46628�24992�19308�17491�15277�13214��5.Applications satisfied (units)�46815�88577�103796�112625�117406�118797��6.Sales price of the property (thou mln rbl)�57�752�1107�1867�2091�2510��7.Value of the property sold according to applications (thou mln rbl)�193�648�958�2357�2401�-��8.State-owned enterprises transformed into joint-stock companies whose shares were issued for sale (units)�2376�14073�20298�24048�25816�27040��9.Enterprises on lease, including those to be ransomed (units)�22216

13868�20886

14978�20606

15658�16826

12806�15655

12556�14663

12198��

�On the whole we may assess aggregate federal income from privatisation as 7.6 mln mln rbl  as against 8.7 envisaged in the budget. For 1996, the earnings from privatisation are planned on the level of 12.387 mln mln rbl.

In a certain sense, this sum represents a guarantee (though not very reliable) that some set of privatisation measures will still be implemented within the framework of government policy, which is a must today for political reasons first of all. Yet the 1995 practice, and mortgage auctions for a start, is no cause for excessive optimism.

In our view, even in the early 1996, when all 12 auctions are alreasy in the past, it is difficult to forecast their outcome. It is not only a specific method to draw money into the budget, it is an attempt to stimulate re-division of property among the former Communist nomenclature, which can only be evaluated when bearing in mind the following factors:

(1) political (the results of Presidential elections in June 1996 are uncertain, the relevant changes of policy with regard to property ditto);

(2) juridical (there are some doubtful legal procedures, which may lead to a cancellation of the transaction in a court of law);

(3) economic (minimal transaction cost with regard to potential profit from the sale of mortgaged blocks of shares after pre-sale

customisation, in a favourable market situation, an the flow of real investments to the enterprises);

(4) "banking" (the nascent tendency among the Government to distinguish between "their" banks and "the others" within the group of the largest banks; a separate problem is a source of financing the transactions already concluded), and "financial and industrial" (the Government counts on the "close in spirit" national groups of growth, FIG, financial and industrial groups).

At the moment it is still unclear whether the same practice will obtain in 1966. Uncertainly clings about the future motives of the Government with respect to the mortgaged blocks of shares. It is not mere chance that the right of the mortgage-holder to sell the shares is shifted from 1st January to 1st September 1996: if the results of Presidential elections will be favourable for the growth rate of these shares, the possibility cannot be excluded that the Government will redeem these shares in order to re-sell them more profitably. Finally, a concrete, "ordinary" investor will hardly be seriously interested in these procedures, because it takes substantial financial resources and very powerful lobbying to succeed.

On the whole, in the first eighteen months of declared monetary privatisation, no privatisation boom occured, and iwe could hardly expect it to occur in 1006-97. As before, the enterprises cannot regard privatisation as a tangible source of investments. Despite numerous declarations about the dawning of the "age of iinvestments" in Russian privatisation, the dilemma "investments vs. budget" in 1995-1996 is obviously resolved in favour of the latter. Therefore recent announcements of some higher government officials that in 1996 there will be a transition to the policy of "dotlike" privatisation and individual approach to to privatisation of enterprises, it may mean in point of fact only one thing: we are in for further practice of picking individual, most attractive enterprises for urgent sale whose purpose has nothing to do with drawing investments, acquiring a truly strategic owner and restructuring.

A. Radygin

�

Industry: trendes and perspectives



�The dynamics of industry in 1995 retained its general tendency towards recession. At the same time, the rates of recession were the lowest for the whole period of reforms, while recession in some fields of industry combined with a noticeable growth of production output in others (Table 5).

The preservation of tendency to decline was caused by the following factors.:

- the levels of domestic and world prices drew close together, which resulted further shuttin down ineffective enterprises and import-replacement;

- the financial and credit policy became tougher, which brought about an accelerated closing of non-competitive manufactures, reduction of state investments and arms production;

- the crisis of investments, which resulted in shrinking manufacture of investment products ;

- reduction of the solvent demand of the population which, apart from import-replacement, brought about a reduction in consumer goods production;

- fall of the solvent demand for Russian imdustrial products from the side of the CIS countries.

The extension of industrial export into the countries beyond the former CIS members triggered a pronounced growth in a number of mining industries. On the whole, the manufacture of intermediate products in 1995 in comparison with the preceding year, increased by 0.7 per cent, 

the manufacture of production mean fell by 9.8 per cent, and the consumer goods by 12.1 per cent.

In 1996, under the conditions of sharply decreasing inflation rate, it is possible to expect a decrease of interest rates, a greater availability of loans (particularly long-term loans) which, in conjunction with the increase of actual depreciation deductions as a result of revaluation of the basic assets will stimulate investment possibilities of the enterprises and activate the investmenty demand. A decrease of inflation will result in falling effectiveness of non-productive use of capital, and facilitate the flow of financial resources in the real sector of economy. . Theoretically,  we may count on stabilisation and even some production growth already in the current year. 

�

Table 5. The Patterns of the GDP and Industrial Production in 1990-1995 

(in percentage to the preceding year)

�1990�1991�1992�1993�1994�1995��Industry, total�99.9�92.0�82.0�85.9�79.1�97��Power engineering�102.0�100.3�95.3�94.7�91.2�97��Fuel industry�96.7�94.0�93.0�85.0�89.0�98��Iron and steel industry�98.1�92.6�83.6�83.4�82.6�109��Non-ferrous metallurgy�97.6�91.3�74.6�81.9�90.9�102��Chemical and petrochemical industry�97.8�93.7�78.3�78.5�71.1�108��Machine building and metal- working industry�101.1�90.0�85.1�84.4�61.9�90��Forestry, timber, wood-pulp and paper industry�98.8�91.0�85.4�81.3�68.8�93��Production of construction materials�99.1�97.6�79.6�82.4�71.1�92��Light industry�99.9�91.0�70.0�76.2�52.7�69��Food industry�100.4�90.5�83.6�90.8�78.1�91��

�However, we think a different development of events is more probable. Essential toughening of the financial and credit policy and merging of the domestic and world price levels will bring about further closing of ineffective manufactures.

It is also probable (at least in the first half of 1996) the investment activity will go on decreasing by inertia. This would lead to a fall of the domestic demand for intermediary and investment goods, which would become a factor of the production reduction in the raw materials industry and machinery engineering. The decreasing of the population’s real monetary revenues might become a factor of the fall of the domestic demand as well.

On the conditions of the forecasted slowing of the tempo of export growth, the  production increase in the raw materials branches will no be able to compensate the reduction of ineffective manufactures and the fall of the production output of investment character.

Resulting from the above, there will come an additional production reduction which, according to some preliminary estimations, may reach 2-5%. At the same time, the maintenance of the liberal economic course would allow to create all the necessary prerequisites for the restoration of the industrial growth  next year in Russia.  

                                            �                                                       Yu.Bobylev



Situation of industrial enterprises



�According to the results of the January economic situation poll, almost 600 entities show better forecasts in the industry, while the negative trends of the actual changes remain.

According to the enterprises, the reduction of the solvent demand continued in January 1996. The balance reached -58% and almost reached the worst values registered in 1994 (-60%). Higher rates of reduction were noted for the petrochemistry (-90% after the -66% of December) and in mechanical engineering (-55% after the -36%). The balances of the demand changes in other industries stayed almost the same. The coincidence of the demand and production dynamics was noted in 55% of enterprises.

The demand estimates reached minimal values again. Especially hard is the situation in the petrochemistry where 98% of entities consider the effective demand for their products "below normal". In the mechanical engineering and timber industry the share of such estimates was 94%. The best value of the month is 79% registered in the food industry. The demand and production coincidence was received from 84% of enterprises.

The finished products stocks began growing at the beginning of this year(the balance became positive). During the whole year of 1995, the entities reported lowering stocks, the rates fluctuating between -21% in the first quarter-year and -5% in the fourth quarter-year.

As for the estimated finished products stocks, they have been worsening for the last five months. The growth of the estimates balance (above-below normal) was seen in all the industries, except the timber industry. The monthly maximum (+42%) was shown by the petrochemical industry. The estimates made +17% for state-owned enterprises and +30% for private enterprises.

The growing limitations on the demand and growing surplus stocks push the entities to reducing production. In January, the rates of the recession in industry reached -37%. This value is the worst of the last 17 months. The most rapid reduction has been noted in the construction industry (-63%) and consumer goods industry (-61%).

�

The estimated production volumes have stayed at an extremely low level in the last three months. The "below normal" answers share reached, in whole, 87%. This value is the worst in all the 44 polls. In the construction industry and consumer goods industry this factor equals 92%. the best value was shown by the food industry where "only" 77% of entities are unsatisfied with their production volumes.





�



The pressure of the low demand and surplus stocks cannot hold down the prices anymore: the costs have stopped the slowdown, registered by the polls of the last eleven months, of their growth. In January, the balance of the prices changes (growth-reduction) grew by 4 points. The safeguard of the prices limitation policy was reported only by the enterprises of the construction industry (+24% after +53%) and food industry (+11% after +21%). The prices growth made +22% in the public sector and +28% in the private sector.

The production changes forecasts improved by 3 more points in January. The forecasts growth began in December when it made 8 points. The positive balance (net production growth) has been obtained in the mechanical engineering, food industry, and ferrous metallurgy. Other sectors forecast the reduction of production, whose intensity may reach -35% in the petrochemistry and -23% in the consumer goods industry. The forecasts are -16% for the public sector and -2% for the private sector.

The forecasts of the demand changes began improving in December 1995, as well. The growth of the expectations balance made 9 points within the 2�month period. In January, improved forecasts were registered in all the industries except petrochemical. The hopes for a net growth of demand (positive balance) were shown by metallurgy, mechanical engineering, and food industry. The coincidence between the forecasts of the demand and production changes was registered with 74% of enterprises.

�





�

The reduction of the inflational expectations, registered by the polls since August 1995, has stopped. The balance of the expected prices changes grew by three points in January against the reduction by 34 points in the previous 4 months. The most intensive prices growth will stay in the construction industry (73% after 82% in December), and the most moderate shall stay in the consumer goods industry (+35% after +26% in December). The expectation balances in other industries are within the +51% to +56% limits. The forecasts are +62% for the public sector and +50% for the private sector.

The employment alterations forecasts have been worsening since July 1955. In January the balance reduced by 4 more points. The most pessimistic forecasts are seen for the petrochemical (�57%) and consumer goods (�51%) industries; the most optimistic ones were shown by the food industry (�17%) and the mechanical engineering (�21%). The forecasts of changes of employment and production coincide in 67% of entities and the ones of the changes in employment and demand coincide in 61% of entities.

17% of entities were satisfied with investment volumes in 1995. In various industries this percentage varies between 7% (mechanical engineering) and 50% (metallurgy). At the same time 32% of enterprises reported absence of investments. Most entities were engaged in renewal of worn facilities (39%), reduction of toxic waste, and investments in new higher performance facilities (21%).





S. Tsukhlo, R. Gerschman
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Strategies of Industrial Enterprises in Resources Market



�In the first years of reforms, the procurement sphere seemed one of the most conservative and passively adapting spheres of management. Most industrial entities were oriented towards safeguarding the economic links with their traditional suppliers; the intermediary structures were used in very strict limits, due to the high cost. The last year showed a greater attention of the supreme management to the problems of the material support of production. To solve these problems (i.e., to ensure the acceptable conditions of supply of resources as for the range, quality, prices, terms of payment, transport, etc.) various measures are being taken.

Table 6 shows the quantitative estimates of the use, during 1995, of the main measures to ensure the faultless supplies; it is based on the poll of 187 enterprises, mainly small and medium size. �These data show that the system of the economic links in what concerns the procurement, us under an active restructuration. More than half of the enterprises are looking for new suppliers, a quarter more use the services of middlemen, this being, essentially, another form of search for alternative suppliers.

A principally new moment is that in certain entities the improvement of the feedstock basis is becoming the essence of the investment policy. Entities invest in development and assistance to their suppliers, in, actually, a reorganization of the suppliers by cooperation with other interested consumers, in development of the vertical integration in various forms, including establishment of the feedstock basis in subsidiary joint ventures.



�

Table 6. Main activities of enterprises in 1995 aimed to ensure failureless procurement�(% of polled)



Activities�All entities�including producers of������consumer goods�investmen t goods�by-products��Search of new suppliers�57�65�53�58��Barter�62�45�76�73��Reduction of production range�7�8�11�6��Reduction of production volume�12�15�9�10��Use of middlemen�25�23�22�33��Investments in development of suppliers�2�2�0�2��Organization of feedstock production by the consumer itself�

7�

6�

7�

8��

�The use of the above strategies is conditioned, first of all, by the hardened conditions of the sale markets, the grown competition. The signals from the goods markets have activated rapidly the sales policy (entities change the ranges of products, or even the production profiles, act in accordance with the consumers' desires, restrict the products prices growth), and, little by little, with stronger financial restrictions, have come to the decisions on procurement.

For certain entities the procurement problems turned out insuperable, hence, they had to curtail production. This is due to both the financial restrictions and the situation of the feedstock basis itself (limited resources, their low quality). The latter is conditioned by such factors as the move of the feedstock from the domestic market to export, the fact that the main producers are outside Russia and the CIS, and the curtail of production by the traditional producers in the situation of crisis.

In a significant extent, the leading role of the financial restrictions in the aggravation of the procurement problems is confirmed by the fact that such a specific way of their solution as barter if the most often used (62%!). The barter, a passive and habitual way of adaptation, has gained importance thus helping the entities to stabilize the economic situation, despite a more severe attitude of the suppliers to the payment issues.

In the long term, if the policy of stabilization continues, the intensification of the trends toward restructuration of the economic links, the growth of the number of the entities developing different forms of vertical integration, close cooperation with suppliers, should be expected. But the barter will stay for a long  time a way, adequate to the Russian business environment, though inefficient, way to solve the procurement (and, hence, sale) issues for the entities lacking liquidity.



T. Alimova (ISARP), T. Dolgopiatova
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Investment policy



�In 1995, the investment sphere saw a series of positive trends:

-	slowing rates of recession of total volumes of investments;

-	growing residential construction, especially individual;

-	deepening trends of alteration of investments structure in function of forms of property and decentralization of the investment activities;

-	growing shares of long term investments in the economic development and of the assets of population in securities;

-	slowing down prices growth in capital construction;

-	growing share of equipment in the technological structure of investments; and

-	growing volume of foreign investments in Russian economy.

At the same time, the disproportion is obvious between the size of the production apparatus and of the investments. The 4�fold (compared with 1990) reduction of the investments resulted in a sharp lack of assets to be used in not only the new construction, but to support the fixed capital, either. The latter is aggravated by that almost half of the depreciation charges is used not for the direct purpose, which is greatly due to the non-payments.

According to preliminary estimate by the Russian State Committee for Statistics, in 1995, entities of various forms of property developed about RUR250,000 bn of investments from all the financing sources; this is 13% less than in the year before. The use of the centralized investments from the federal budget amounted to about 11% of the whole sum developed.

The estimated 1995 share of the capital investments in the gross domestic product will amount to 15.1% against the 1994's 17.3% and the 1990's 22.4% (in the relevant prices).

In whole, if all the financing sources are considered, the construction of production facilities required, in 1995, about RUR140,000 bn, or 83% of the 1994 level.

The main financing sources for capital construction are the own assets of entities; these make 63% of the aggregate investments, compared with 59% in 1993.

The 1995 national level investments were allotted mainly to support the social complex (60%) and high efficiency projects in the production sphere.

In order to improve the investment activities, the 1995 Federal Investment Program envisioned to route the national level investments (RUR1,450 bn)for their placement on the tender basis; this would have ensured RUR5,800 bn of private investments. To the end of 1995, the State support in form of allocation of recoverable assets from the federal budget was received by 120 investment projects; the aggregate sum equaled RUR798.4 bn.

In 1996, the investments volume will amount to about RUR370,000 bn, or 15% of the GDP. The forecasts estimate that this sum will be sufficient only to support the production on the last year's level.

In the structure of the 1996 investments financing sources 63% will be the ownership assets of entities, and 9% will come from the federal budget. If compared with the past year, the importance of the assets gained from the issuing of securities will grow: their share in the investments will amount to 2% compared with 1.5% in 1995. The Government decisions of 1995 to encourage foreign investments, as well as the drafting of the basic laws on foreign investments, free economy zones, and concession agreements shall favor the improvement of the Russian investment climate.

As of today, 713 bids have been submitted � their estimated cost equals RUR37,200 bn � including 56 projects in the fuel and power complex (7.9%), 105 projects in the mechanical engineering and special complex (14.7%), 172 projects in the chemical, wood processing, and construction complexes (24.1%), and 315 projects in the agro-industrial complex (44.2%). The volume of the centralized resources claimed for amounts to RUR7,800 bn.

The current data collected as of the end of January allow for a pre-determination of the 1995's place in the dynamics of mobilization and use of foreign investments in the Russian economy of the last five years. The last year hasn't led to the greater inflow of foreign investments that the Russian Government had expected. In 1995, the share of the direct foreign investments in the aggregate volume of the national level investments made 2.9% compared with 2.0% in 1994.

The volume of the foreign investments into the realistic sector of economy (approx. US$6 bn.) accumulated to the beginning of the current year is lower that the similar capital inflows in the economies of many other post-communist countries (Hungary, Poland, Czechia), without speaking of the People's Republic of China (US$37 bn in 1995). At the same time the estimated Russia's share as of an importing country in the world capital export amounts to 2 to 3%, and this share is expected to drop.

The results of the practical activities of 13.5 thousand entities with foreign investments employing, as of the end of 1995, about 400,000 persons (compared with 300,00 persons in 1994) show the grown volumes of production of products and services by these entities. The external trade turnover is growing, though the pre-estimates show lower import volumes. The export by the entities with foreign investments � it amounts to over 7% of the aggregate Russian export � shows the prevailing share of feedstock, just as before. Among the specific investment projects, either accepted for implementation with participation of foreign investors, or ready for signing, the fuel and power complex and mining complex projects are worth noting.

�

Dynamics of volume of foreign investments in Russian economy

� EMBED Excel.Chart.5 \s ���



Dynamics of external economic activities of entities with foreign investments

� EMBED Excel.Chart.5 \s ���

�The Law "On Agreements on Product Sharing" published this January will be of a help to mobilize the assets of foreign investors in these large. as a rule, projects, in the event that the requirements of this law envisioning multiple applications to the State Duma by the Government and the initiators can be eluded in practice. In accordance with this law, investors will be able to use a simplified and privileged scheme of income and profit taxation, and guarantees of individual stability of the legal rules. Unfortunately, the above conditions haven't yet taken force in what relates to the foreign investors ready to develop the batch production of the capital and consumer goods in Russia. For example (and this is characteristic), the Integrated Program of Stimulation of Foreign Investments in Russian Economy, approved at the end of 1995, does not envision any State guarantees to foreign private investors (in contract to domestic private investors) in what concerns the return of a share of the invested resources "in the event of a failure of a high efficiency investment project ...for the reasons that the investor cannot control." For the first time in the last years the Governmental Program calls to activate foreign loans instead of shared investments in order to "avoid a permanent dependence ...of entities upon foreign companies."

The second half of 1995 showed that the volume of the shares of stock of private Russian entities by strategic investors (purchase with the purpose of updating in order to sell further on at higher prices; purchase with the purpose of a long term participation in the activities) had grown. This leads to restrictions dy the Russian entrepreneurs and administrations. As the political situation in this country has changed after the elections to the State Duma, such activities can be expected to enhance, not only within the framework of the privatization process, but also in the process of mobilization of foreign investments in the Russian economy in general.

As for 1996, the estimated volume of foreign investment will amount to RUR10.600 bn, or 0.5% of the GDP. As the forecast for 1996 shows, the main fields of use of the foreign investments will be the production construction (RUR8,700 bn), including development of transport and communications (RUR3,300 bn), and chemical and wood processing complexes (RUR4,900 bn).

As of January 1, 1996, the estimated aggregate volume of the accumulated foreign investments in the national economy amounts to US$6.7 bn. In 1995, the volume of foreign investments practically doubled, compared with 1994, and equaled to about US$2 bn.

O. Izriadnova, V. Ranenko
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External Economic Activities



�According to the Russian State Committee for Statistics, in 1995, the export of the goods grew by 18% compared with 1994, and made US$77.8 bn; the import grew by 15%, amounting to US$57.9 bn. Of the total Russian export 78% go to the countries outside CIS. In 1995, the export to GNP ratio made 10 to 12%, while in the FSU it never exceeded 5 to 6%.

�The favorable external market situation resulting from the recovery of the world economy and external trade activity, as well as the growth of prices on various Russian export goods, ensured the further growth of the external trade volumes. Nevertheless, the growing ruble exchange rate combined with a relatively high dynamics of the domestic prices, has lead to a reduction of the

�Main parameters of Russian foreign trade in 1995 (US$ bn)

�

Table 7. Export and import volumes in 1995



�Export���Import�����Total�Outside CIS�CIS�Total�Outside CIS�CIS��January�5,555�4,495�1,060�3,741�2,800�941��February�6,035�4,907�1,128�4,386�3,459�927��March�6,577�5,444�1,133�4,484�3,389�1,095��April�6,368�5,356�1,012�4,120�3,042�1,078��May�6,725�5,686�1,039�4,890�3,672�1,218��June�6,940�5,872�1,068�5,056�3,780�1,276��July�5,998�4,949�1,049�4,493�3,171�1,322��August�6,287�5,194�1,093�4,956�3,280�1,676��September�6,561�5,437�1,124�4,945�3,162�1,783��October�6,616�5,390�1,226�5,119�3,490�1,629��November�6,919�5,664�1,255�5,771�4,041�1,730��December�7,247�5,950�1,297�5,960�4,280�1,680��

�competitive advantages of the Russian export. Today are only the exports of natural gas, crude oil, and timber are efficient. It is possible, that in 1996, the import of natural gas, crude oil, nickel, and timber will stay efficient. The export of petroleum products, ferrous and non-ferrous metals, and chemicals is becoming unprofitable.

A system of measures to encourage the export of finished products in under development. The Federal Program for Export Development, approved by the Russian Government on December 12, 1995, supposes to allocate about RUR500 bn for these purposes. It seems that in 1996, the mechanisms of the national export support shall become effective (export crediting, export insurance, etc.).

It seems that the import growth rates shall remain at the 1995 level. As the import tariffs growth may lead to obstacles for Russian in joining the WTO, non-tariff methods may be used to control the import of goods, e.g., quotas on import of the products subsidized by foreign Governments.

As for the external economic control, an even greater attention shall be paid to the currency control system in 1996. As the main channels of the illegal foreign currency export have shifted to the import transactions field, the system of the import currency control shall take effect from January 1, 1996.

S. Prikhodko
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Non-commercial Sector of Economy Legal Area Formation



�In June 1995, the Federal Law "On Charity Activities and Charity Organizations", and in December 1995, the Federal Law "On Non-Profit Organizations" were promulgated. This has created the conditions for completion of the institutional formation of the non-profit sector in the economy.

The former laws determined the rights and liabilities of the non-profit organization in a rather vague way.

For the one hand, this gave ground for abuses, use of the non-profit organizations to cover mercenary purposes; for the other hand this gave scope for arbitrary constructions of the taxation administrations in what concerned the rights of such entities.

The newly adopted laws clearly fix the particularities and use of property of various non-profit and charity organizations, the general bases of their management, and of the control of their activities. The range of the possible forms of non-profit organizations has been expanded. Besides such forms as consumers' cooperative, public and religious organizations, foundation, and institution, envisioned by the Civil Code, two new forms were introduced, namely, non-profit partnership and autonomous non-profit organization.

The promulgation of the above laws has created the conditions for a strict delimitation between he commercial and non-profit sectors of the Russian economy, for the expansion of the non-profit sector, and for a goal-oriented, accurately focused State policy in this connection.

But the enforcement of the new laws may see difficulties of two kinds. For the one hand, this is the reserved attitude of lots of employees of the State and local administrations to the non-state organizations acting in the fields not long ago controlled by the State. The experience of the administrative support to the non-profit organizations, of constructive cooperation with them in order to solve social importance issues is yet accumulating. Besides, the commercial activities of certain so called "charity" organizations gives reasons for such a restricted attitude toward the ones expecting State support.

For the other hand, complications may result from the inevitable ambiguity of certain clauses of the newly adopted laws. To some extent, these laws fix the realities already formed in the non-profit sector activities. But in other fields the new norms are of a "future" character, and the basis of the practical of their analogues use is insufficient.

The blocks of issues relative to establishment and activities of the non-profit organizations which form today the areas of a relatively lower definitiveness, and, hence, may slow down the enforcement of the newly adopted laws, may be separated. These are:

-	order and conditions of registration;

-	construction of admissibility of these or that forms of entrepreneurial activities;

-	taxation of economic activities;

-	control of the activities of the non-profit organizations; and

-	non-fiscal forms of support of the non-profit organizations by State and local administrations.



S. Shishkin
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Monitoring of Legal Acts and Economic Decisions



�January 3

Mr. Boris Yeltsin, Russian President, signed the Decrees:

-	"On Abolition of Customs Control on the Border between Russian Federation and Republic Kazakhstan"; and

-	"On the Measures to Ensure the Stabilization of the Economic Situation in the Ingush republic".

Mr. Victor Chernomyrdin, RF Prime Minister, signed the Resolution of the Government, in accordance with which the common system of mandatory expert estimation of the quantity, quality, and prices of the exported goods will take effect from January 1, 1996.

January 4

Mr. Boris Yeltsin, Russian President, rejected the Federal Law, submitted to him for approval and publication, "On Amendments and Supplements to the Russian Federation Law 'On Value-Added Tax'".

Mr. Boris Yeltsin, Russian President, signed the Laws:

-	"On Simplified System of Taxation, Accountancy, and Reporting of Small-Scale Enterprise Subjects"; and

-	"On Amendments and Supplements to the Russian Federation Law 'On Tax on Profit of Enterprises and Organizations'".

January 5

Mr. Boris Yeltsin, Russian President, rejected the Federal Law, supposing the delay till 2000 of transfer of the control block of shares of stock of the Savings Bank and External Trade Bank (Vneshtorgbank) from the Russian Central Bank.

Mr. Boris Yeltsin, Russian President, rejected the Federal Law "On Support of Supplies to Regions of Extreme North and Regions of Equal Status".

Russian Government adopted the Resolution on establishment of the open joint stock company Russian Metallurgy, intended to unite a series of large-scale production and R&D activities of the national metallurgical complex.

In accordance with the relevant Resolution of the RF Government, the amendments to the list of the goods "not enjoying the preferential regime at import to the RF territory" shall take effect from January 1, 1996.

The RF Government adopted the Resolution approving in whole the program of the urgent measures to develop and ensure the State support to the innovating activities in the industry.

January 6

Mr. Boris Yeltsin, Russian President, signed the Decree "On the Export of Non-Ferrous Metals Feedstock, Containing Precious Metals, in 1995�1996".

January 8

The Government adopted the Federal Program of Support to Local Administrations.

January 9

According to the RF Government Resolution, RUR833 bn will be allocated this year within the framework of Program for Support of Small-Scale Business, approved by the Government.

January 10

This Wednesday, January 10, Mr. Victor Chernomyrdin, RF Prime Minister, and Mr. Apas Jumagulov, Kirghizia Prime Minister, signed the Agreements on the common order of regulation of the external economic activities and on common way of control of the custom services.

January 12

Mr. Victor Chernomyrdin, RF Prime Minister, and Mr. Edouard Rossel, Governor of the Sverdlovsk region, signed the Agreements on delimitation of authorities and jurisdictions between the RF Government and the local Administration.

The 17 documents signed include the Agreement on delimitation of authorities in support of operation of the fuel and power complex, on use of natural, land, and forest resources, on external economic activities, on management of national property, and on monetary and crediting policy.

Mr. Boris Yeltsin, Russian President, signed the Federal Laws:

-	"On Non-Profit Organizations";

-	"On Trade Unions, their Rights and Guarantees of Activities"; and

-	"On Amendments and Supplements to the RF Law 'On the Bases of the Federal Housing Policy".

January 16

Mr. Boris Yeltsin, Russian President, accepted the resignation of Mr. Anatoli �СИМВОЛ 200 \f "Times New Roman CE"�ubais, First Vice-Premier.

Mr. Aleksandr Turbanov was nominated Vice-Head of the Bank of Russia.

January 19

Mr. Boris Yeltsin, Russian President, signed the Decree on restructuration of the indebtedness of enterprises to the federal budget.

January 20

Mr. Boris Yeltsin, Russian President, signed the Decree "On Amendments and Supplements to the RF President's decree of September 17, 1995, # 1928 'On Private Investments in the Russian Federation'".

January 23

Mr. Boris Yeltsin, Russian President, dismissed Mr. Victor Glukhikh from the office of Chairman of the RF State Committee for defense industries.

Mr. Zinovi Pak was nominated Chairman of the RF State Committee for defense industries.Mr. Yegor Stroyev, Member of the Federation Council, Governor of the Orel region, was nominated on Tuesday, January 20, Chairman of the upper House of the Russian Parliament.

On Tuesday, January 20, Mr. Aleksandr Kazmin, former Vice-Minister of finance of the RF, was elected new Chairman of the RF Saving Bank by the ordinary meeting of its stockholders.

The new membership, of 17 persons, of the Supervisory Council of the Bank was elected, as well; the Council shall fix the development strategy of the Bank. The new Council is formed, mainly, by executive officers of the Ministry of finance and of the RF Central Bank. According to experts, this may be due to a certain adjustment of the Saving Bank development guidelines toward stricter State control and limitation of speculative commercial operations.

January 24

Mr. Boris Yeltsin, Russian President, signed the Decree on the measures aimed to restore the economy and social sphere of the Chechen Republic in 1996.

The decree envisions to allot this year RUR12,300 bn and up to US$1 bn to the goal-oriented program of restoration of the economy and social sphere of the Chechen Republic; the assets in Russian rubles will be taken, as the Decree says, "from all the sources of financing," while the hard currency assets will come from foreign credits.

January 25

Mr. Boris Yeltsin, Russian President, nominated Mr. Aleksandr Kazakov Vice-Premier of the Government and Chairman of the State Committee for property.

Mr. Vladimir Kadannikov, General Manager of AO AvtoVAZ, the largest Russian passenger cars manufacturer was nominated the first Vice-Premier of the RF Government to control the block of the economy issues.

Mr. Boris Yeltsin, Russian President, issued the Decree "On Compensation Payments to retired Persons from February 1, 1996."
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