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�Elections and Economic Stabilization



�Two principal features of today's political situation in Russia affect the logistics of the Government's economic policy and the political struggle which is going on around this set of problems. 

First of all, stabilization processes in the country are nearing completion,  and a search for new mechanisms of further economic development has been started. This, however, does not mean that the stabilization has already become irreversible. Far from it, the situation is sufficiently unstable, and the existing trend towards the slowing down of inflation and monetization of economy can be easily overruled by decisions which are predominantly political. Still, if this trend is to continue, the Government ought to come out with a program of post-stabilization economic development as soon as possible.

In the second place, the presidential election campaign is in full swing. It imposes its own laws which immediately affect the existing economic environment and its perspectives. There is growing danger from the people who surround the President of giving populist promises. The result from these promises would be evident in the second half of the year. The opposition and the candidate from the CPRF pave their way to the Presidency by giving more promises, and because we do not represent the West (as the “patriots” like to say), there is danger that the new President may really try to carry out his promises.

Obviously, both factors are more reflected in the activity of the President and not in the actions of his opponents. It is very noticeable from the documents he is adopting. 

First of all one should pay attention to the fact that in the course of last month President Yeltsin has signed a kind of programmatic decree, “On the Conception of Russia's Transition to Steady Economic Development”, as well as a whole series of documents intended to promote the support of different  industries and sectors of material production. There was practically nothing about the finance. Small wonder: stabilization has become more or less self-propelled, and the Government can now concentrate on the problems of economic growth. 

Yet the main problem is the quality of such concentration. The pre-election scuffle is not particularly conducive to this process, it engenders and amplifies the danger that various kinds of populist decisions might be adopted, and even implemented, which is worse. Therefore special attention is necessary as we analyze the documents relative to the situation in the real sector, because it is these documents that might become the main source of dangerous economic populism.

Special attention is merited by decrees on promoting the finance and industry groups (FIGs), on the reforms in the agro-industrial complex, and by the Government's decision to reduce customs dues on imported equipment, and also by a number of documents intended to support production at specified enterprises and in provinces. 

Let us enumerate some of them:

	- “On the Program of gasification of the Central Chernozyom Region of the Russian Federation in 1996-2000” (in the decree are interested both important provinces which comprise the Central Chernozyom Region and the well known GAZPROM);

	- “On urgent state measures of support of the small businesses in the RF”

	- “On granting investment tax credits to the defense factories of the Sverdlovsk province”;

	- “On measures of securing effective state control over the privatization of enterprises and organization belonging to the military complex”, etc.

These documents must not be evaluated on their face value. Their principal merit is that, while indicating the milestones of the national post-stabilization policy, they  largely postpone into the future the promised financial injections. This is perfectly justified, considering the present-day overstretched budget and the still high level of inflation. The same is true of the blatantly populist decree, "On Measures for the Restitution of Savings of the Citizens of the Russian Federation."

The pre-election discussion about restoring the USSR in some or other form was started by the leftist nationalist opposition, and resulted in the signing of two agreements on expanding co-operation (between Russia, Byelorussia, Kazakhstan and Kirghizia), and on setting up a closer community (between Russia and Byelorussia) The second document is more important, it examines the perspectives of creating a united state, yet even this document gives no clear understanding of the mechanisms for such rapprochement. Certain understandable and justifiable concepts like forming a customs union etc. alternate with proposals that sound like "jointly developed balance of production capacities", which raises questions about market perspectives of the Community to be thus created. 

Gennady Ziuganov, so far the leader in the presidential election campaign, still declines to make his economic program public. He is probably conscious of the danger that his main slogans might be appropriated by Boris Yeltsin. However, it is most likely that the heart of the matter lies in the severe struggle between different wings within CPRF itself. Some idea about the outlines of the Communists' economic policy has been given by the readings about the perspectives of Russia's social and economic development held on the 9th April. The readings were organized by the State Duma Committee on Economic Reform whose chairman, Yu. Maslyukov, was formerly a Politburo member of the CPSU Central Committee and the Chairman of Gosplan, and is now one of the leaders of the CPRF. Naturally, the readings reflected only the point of view of the Communists and their allies. The demands voiced at these readings could be mainly reduced to the revision of  the most important results of privatization (many spoke openly about the necessity for a large-scale nationalization, for a drastic increase in the state's investment activity, because they thought it was unrealistic to rely on private investments); the participants urged the enforced concentration of the people's savings within a state banking system and recommended a large-scale emission as especially beneficent for the financing of the national economy. 

Finally, an important element in the pre-election economic and political landscape may prove to be the position of the so-called “third force”, that has been taking shape in the course of March and April, and that consists of the second-row Presidential candidates: Gregory Yavlinsky, Alexander Lebed and Sviatoslav Fedorov. In addition to a quite illusory target of winning the elections (if successful then only for one of the members of this block), participants of the “third force” may count on more profitable dividends from “selling” their votes to one of the elections favorites. The possibility to form a union with them could be very important for both principal candidates. It looks like the negotiations about this have already started behind the wings.

by V. Mau

�Budgetary policy



�The results of the federal budget execution for the first quarter of the current year figure as the main subject for the heated debates in mass media, administrative bodies and in society as a whole. The reasons for that are: exceptionally low levels of budget execution related to revenue and expenditure parts (See Table 1) and special pre-election political situation in the country. The opposition to the present administration tries to take advantage of this situation and to demonstrate inability of the President’s men to lead the country out of the crisis. At the same time, the President is trying to improve the situation both by selecting main budgetary financing priorities (paying off wage arrears in the state sector before April 1 and settle pension arrears before May 1, etc.), by sequestering expenditure categories and by introducing measures which will increase budget revenue procurement from taxation (drafting of a number of presidential decrees, see below, improvement in the work of State Tax Service in exacting taxes, etc.).

According to the preliminary data related to the execution of the federal budget in the first quarter of 1996, the volume of tax returns in March practically did not changes, making up less than 56 percent of the amount envisioned in the plan for three months. The volume of the incomings for certain type of taxes in the first quarter have remained at the level of January-February 1996, i.e., their procurement was 1.5-2 times less than in the same period of the preceding year. The collection of nontax revenues went up by an estimated 11 percent over and above the amount envisioned in the plan for a quarter. That have somewhat offset the low level of the revenue from taxation. Budget deficit amounted to more than 4 percent of GDP which is by 1 percent of GDP more than in the first quarter of the preceding year (See Figure 1).

We suppose that there are several factors which negatively influence the amount of tax returns.

First factor--an increase in the scale of tax evasion by using different loopholes and what is very important by using “black cash” in dealings.

Second factor--growth in the amount of debtor indebtedness and as a result, decrease in the taxation base for the profit tax and VAT (fig.2).

�Table 1. Execution of Russia’s Rederal budget in January-March 1996 (in % of GDP)������January �Jan-Feb.�January-March��Overall taxes and payments�14.51/17.08*�15.26/17.73*�18.38*��Nontax revenue�2.08�2.83���Overall revenue�16.6�18.09���Overall outlays and credits minus repayments�18.82�21.81���Budget deficit�-2.22�-3.72���*State Tax Service.
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�And, finally, the main factor-- growth in tax arrears. According to our calculations, the amount of calculated taxes (budget returns together with an increment in arrears, i.e., taxes which were calculated  but were not transferred to the budget) remains in 1996 approximately at the same level as in the preceding year. One may suppose that the state of tax collection would not have been much worse than in the previous year (9 percent of GDP) had there been no dramatic growth in tax arrears.

To a considerable extent, we suppose that the growth of tax arrears was influenced by the poorly elaborated procedure of granting deferment in paying taxes according to the Presidential decree dated 19 January 1996. The following fact is of great importance: enterprises have the right to increase their arrears to the budget for the first quarter 1996 without running the risk of loosing deferment for the payment of arrears accumulated before 1 January 1996.

The scale of tax evasion continues increasing up to the present moment. Different loopholes and methods are being used for that purpose. An important method consists in carrying out dealings in cash which are not registered in accounting books. The reduction in taxation base of profit tax and VAT was due to a considerable growth of debtor indebtedness. As can be seen from Table 1, the volume of debtor indebtedness in January-February 1995 dramatically increased. According to surveys carried out by the Institute, the increase in debtor indebtedness was due to a ban on cutting electricity supplies to consumers in case of nonpayments to electricity suppliers by the latter.

Among the reasons for the increment in arrears which took place lately are being often mentioned growing volumes of barter trade, wide spreading of multi-move clearing schemes for mutual settlement of debts between suppliers and their clients. The Ministry of Finance of Russia began actively participating in that process last year by way of using Treasury obligations, tax holidays, in kind credits, etc. As a result, enterprises can implement their economic policy having at their disposal minimum value of the current assets and correspondingly, lacking means for paying taxes. Unfortunately, available statistics do not allow us to estimate the scale of such dealaings and their significance for the economy. However, despite all negative consequences resulting from barter trade, especially when the Ministry of Finance is taking part in it (when the profit derived by enterprises is concentrating in the banking system; distortion of the price system; fall in budget revenue; extreme subjectivism in adoption of the budgetary decisions, etc.), one should not overestimate them. Taking into account the findings resulted from the surveys carried out by the Institute, despite the relatively wide spread of the barter dealings, the volume of the transactions serviced by different type money substitutes can not seriously influence at present both the inflationary indices and the volume of the budget revenue.

While adjusting the projection for the budget outlook for the second quarter and for 1996 as a whole, we were parting from the premise that the tight monetary policy will continue to be implemented and the parameters of the approved 1996 budget will be carried out. 	Adjusted valuation of the nominal value of 1996 GDP together with its growing real figure for the first quarter will make up 2,500 trillion rubles (with inflation rate for the whole 1996 of 42-47 percent--see chapter “Monetary policy”). We assume that the real volume of budget arrears will not grow over the next three quarters. The volume of tax revenue will somewhat increase due to the seasonal factors and be higher than in the first quarter (i.e. tax revenues between the second-forth quarters will amount to about 10 percent of GDP). Moreover, one can expect that the nominal volume of the nontax revenues will be increasing in proportion to the growth of nominal GDP (nontax revenues will make up 3-3.5 percent of GDP). According to such projections, the federal budget will receive 260-280 trillion rubles between April-December 1996. Taking into account the real execution of the budget in the first quarter, the federal budget revenues for the whole year will amount to about 320 trillion rubles which will be 10 percent lower than the revenue amount envisioned in the Law on the budget (347.2 trillion rubles). 

The projected figure of GDP in the second quarter makes up 595 trillion rubles. If we suppose that the share of federal budget revenues in GDP in the second quarter will come to 12.5 percent then for the first half-year the revenues will amount to about 125 trillion rubles which is 25 percent less than the planned figure.

Taking into account unavoidable financing of nonenvisioned budget expenditures (Chechnya, compensations for the losses incurred by the importers from elimination of exemptions, wage, salary and pension indexations, etc.), the state of revenues will pose considerable difficulties for the budget expenditures. This will lead to a policy of sequestering state expenditures. The only way out for the Government is to improve the system of tax revenue-procurement which includes reduction in the number of tax exemptions and fighting tax evasion.

Despite the difficult budget situation, the State Duma is lately making attempts at adopting certain laws which will increase the burden on the budget. In particular, this relates to the Law on pension indexation, adoption of the Pension fund budget. Increase in pensions effective 1 May 1996 by 10 percent up to 75.9 thousand rubles will result together with early Presidential decrees on an increase in compensation payments in a monthly increase of budget expenditures by 1.8 trillion rubles. Now being discussed in the State Duma draft laws on the amendments to the 1996 federal budget envisage growth of spending on the science by 1.51 trillion rubles, on education--by 13.9 trillion rubles, and on the mass media--by 34.7 billion rubles.

On April 1 the President signed the Law of the RF On Making Changes and Amendments To the Law of the RF “On the Value Added Tax”, which came into force on April 9. Earlier this Las was rejected by the President because it did not include privileges on VAT for the housing construction and envisioned import privileges at the expense of credits extended by foreign countries. Among main changes which the Law is introducing, one should mention an inclusion in taxable turnover of the overall monetary means which an enterprise obtains from transactions related to the goods and services payment; VAT exemptions on export both of domestically produced goods and purchased elsewhere, extending privileges on import of a number of goods: import of goods in the framework of technical and humanitarian assistance on credits extended by foreign countries and international financial organizations, import of goods as a contribution to charter funds of enterprises with foreign capital, scientific publications and periodicals, objects of art, purchased at the expense of the federal budget, import of goods to the account of the repayment of state loans. Therewith, the Law restores privileges to the payment of VAT in case of the housing construction. VAT concessions are granted in case the budget funds or extra-budgetary funds amount to no less than 40 percent of the cost of the total amount of work; research organizations doing jobs under contract are exempt to the VAT; all bank transactions except bank encashment are exempt to the VAT. This Law is active for all legal aspects, beginning with January 1, 1996.

Moreover, on March 23, 1996, the government submitted to the State Duma the Draft Law On Making Changes and Amendments To the Law “On Excises”. This Draft is being assessed by the State Duma. This Draft increases  the excise rate on petrol from 20 to 35 percentage points which, according to the assessment of the government, will increase the budget revenues by an estimated 3.7 trillion rubles annually. It also increases the list of excisable goods by including electricity supplied to the enterprises of the material production sector which will bring the federal budget an additional amount of 2.8 trillion rubles annually. There are suggestions to unify excise rates on domestic and imported goods. Present rates applicable to domestic goods will be taken as a base rate.

S.Sinelnikov-Murylev, S.Batkibekov,

V.Medoev, K.Resnikov, E.Shkrebela

�Monetary policy



�Growth rate of the consumer prices in March made up 2.8 percent, or 39 percent annualized. Preliminary assessment of the April pattern of consumer price index gives 2.6-2.8 percent growth annualized. Preliminary estimates of the April dynamics of the consumer price index makes up 2.6-2.8 percent of 36-39 percent in a year. April 1996 became one more month of continued of tough monetary policy targeted at monetary stabilization.

According to our estimates, the price growth in May contrary to the trend can increase to 2.7-3.1 percentage points. Consumer price index for 1996 will amount, according to our calculations, to 42-47 percent. The projection is based on the model which includes inflation inertia, change in the money stock M2 over the preceding half-year and the pattern of the exchange rate for the previous five months. Determined by the Joint Statement of the government and the RCB about the medium term strategy and economic policy for 1996 rates of net domestic assets and net foreign reserves of monetary organs (money stock) money multiplier at the level of the first quarter (2.15) set the aggregate growth of money supply at 39.3 percent in 1996. In the given model we fixed that the dollar will be growing in April-June at the rate of 1.91 percent a month or 25.5 percent a year (5,150 rubles for 1% as of July 1996). Beginning with July till December the dollar rate is fixed at half the growth rate of consumer prices for a corresponding month. According to out estimates, the dollar will growth by 21.1 percent in 1996, i.e. from 4,645 up to 5,630 rubles.

Beginning with the second half of March till mid-April there were considerable yield fluctuations on the GKOs-OFZs market for all issues. The trend of the fast yield growth on the secondary markets which was noticeable from the end of February (average yield rate grew from 59.1 percent level as of February 22-28, to 137.5 percent level as of March 21-27). At the beginning of April, the trend reversed to a dramatic decline in yields to 83.6 percent level as of April 10. Beginning with mid-April, yields again began increasing. By 17 April, yields nearly grew to their previous levels of 122.7 percent. An important factor was a decrease in the volume of sales on the secondary market that week by about 40 percent. If throughout the period beginning with the start of the year the value of turnover amounted to 9-11 trillion rubles a week, then on March 11-17 the value of turnover did not reach even the level of 6 trillion rubles.

Considerable amount of redemption of GKOs in April and shortage of funds required for the budget financing forced the Finance Ministry to energetically place new issues, whose maturity date fall beyond the presidential elections. Such situation resulted from an acute shortage in liquidity which was linked with the low withholding of taxes and the need to carry out election promises to pay off budget arrears in back wages.

While evaluating the future of the GKOs market, we in accordance with the chapter devoted to the budget policy, supposed that the deficit  will not surpass 4 percent in the second quarter and that the foreign financing will amount to about 1.5 percent of GDP. In this case the budget deficit of about 2.5 percent needs to be financed by GKOs and OFZs. This signifies that the budget will need about 15 trillion rubles. As of 1 April the nominal value of outstanding GKOs and OFZ on the market amounted to 108 trillion rubles. Together with the servicing of this sum and the above mentioned budget required figure, nominal value of outstanding GKOs on the market as of July must amount to 145-150 trillion rubles (on condition that the present rate of servicing will remain--about 7.5 percent a month). Growth rates of outstanding GKOs and OFZs must make up to about 11 percent a month.

As out econometric estimates demonstrate, the pattern of state securities yield is determined to a considerable degree by inflationary expectations and by the rates of real emission of GKOs. Parting from the projected inflation rates of about 3 percent a month and rates of emission of state obligations of 11 percent a month, predicted yield on GKOs amounts to 8 percent a month which almost coincides with our projection about the rate of GKOs servicing which was used while determining the emission rates.

It should be noted that even now yields on GKOs with different maturity dates adequately reflect the level of political risks. Average weighted yield on securities with maturity date before June 16 makes up 40.6 percent annual. Yield on GKOs whose maturity date falls on the period between the first and the second rounds of elections stays at the level of 58.4 percent annualized, and for the period beyond July 10--89.6 percent annual.

Therewith, the Finance Ministry intention to increase the value of outstanding GKOs and OFZs at the rates which permit to finance the budget deficit which stays at about 2.5 percent of GDP, the yield on these financial instruments will amount to 8 percent a month. This calculation has been made without taking into account a possible increase of GKOs portfolio belonging to the RCB. According to the Joint Statement of the government and the RCB on the medium term strategy and economic policy in 1996, the volume of net credits to the federal government is limited to 12.5 trillion rubles. Taking into account the fact that the limits of the net credits to the government include ruble equivalent of the net international reserves of the government and the fact that the quarterly currency sales to the RCB amount to 5 trillion rubles, the possibility of the RCB in purchasing GKOs in the open market without violating the provisions of the agreement with IMF, will be limited by the sum of about 7-7.5 trillion rubles. In that case the increase in the face value of outstanding GKO-OFZ on the market can be limited to 8.5-9 percent a month which, according to our estimates using our model, will decrease the yield on GKOs down to about 7 percent.

It is worth noting that in case of mass shift in the structure of the financial portfolio of the economic agents in favor of dollar assets a serious reduction in the demand of GKOs-OFZs is possible. With the mentioned above yield on state securities a shift of assets to the currency savings can be caused not by the expectations of a devaluation (because it must be unrealistically big), but by the expectations of a default on the GKOs market (the state does not meet its obligations) and attempts to play on a reduction.

The growth trend of the interbank market turnover continued in March-April and reached 8-9 trillion rubles a month. Rates for over one week loans remained practically unchanged during that period. Their level was determined by yields on GKOs-OFZs  (60-70 percent a year). Ruble surplus on the interbank market from the beginning of March has led to a reduction in the rates on one day loans down to 10-20 percent by mid-April. However, auctioning of government securities and active currency sales by the RCB resulted in short-term shortage of liquidity increased the INSTAR rate on 11  April on one day loans up to 140 percent level. Nevertheless, the average level of rates on the interbank loans at the end of April will surpass the March level by very small margin (See Table 2).

The rate of the dollar on MICEX grew by 0.79 percent in March (from 4,818 up to 4,856 rubles to the dollar) which amounts to 9.9 percent annualized. Gross turnover shank to the level of 2,284 billion rubles which is about half of the volume in February (in February--4,013 billion rubles). First three weeks in April showed an increasing interest on the part of the economic agents towards this sector of the financial market. Overall gross turnover for that period amounted to 2,353 billion rubles, growth rate--25 percent annualized. Quotations on the non-exchange market in April steadily surpassed the currency exchange rate by 10-20 rubles. In order to cover the gap between the demand and supply, the RCB was forced to sell 50-70 million dollars a week.  

An obvious low level of activity was registered on the futures currency market in April. Quotations predictability and an insignificant level of transactions well reflect the fall in the investors interest  towards investment and gamble on the long-term contracts. Fluctuations of quotations in March-April amounted to not more than 10 rubles to the dollar on the contracts with supply date up to half-year and 40-70 rubles to the dollar for longer-term supply date. Turnover of currency futures transactions in April shank by 25 percent in comparison with March. 

On April 4 the RCB organized the first pawn auction in which six banks took place. The RCB managed to place 45 percent of funds being auctioned using cut price at 60 percent annual which corresponded to the market level on seven days loans. The second pawn auction fixed for 16 April will not take place because the RCB was not pleased with placed bids. 

�Table 2. Financial markets indices�����March�April��monthly inflation�2,8%�2,6-2,8%*��the RCB refinancing rate�120%�120%��the overall value of outstanding GKOs-OFZs (trillion rubles)�108�120*��US dollar rate by the end of the month on MICEX (rubles)�4856�4946*��DM rate by the end of the month on MICEX (rubles)�3275�3290*��average growth rate of US dollar rate for a month according to trend (annual %)�9,9%�25%*��average growth rate of DM rate for a month according to trend (annual %)�-1,8%�5,6%*��average estimated yield on futures currency sales (annual %) with the supply date:����15.05.96�18%�17,8%*��15.09.96�19,4%�19%*��15.01.97�21%�20,8%*��gross turnover on the currency exchange market for a month (billion rubles)�2284�3400*��auction yield on three-months bills (end of the month)�181,76%�188,9%*��auction yield on six-month bills (end of the month)�174,67%�235,1%*��auction yield on OFZs (end of the month)�93,03�93,03%*��auction yield on OGSZs (end of the month)�94,54%�104,3%*��redemption yield on GKO issues (annual %) with maturity dates:����less than 1 month�77,55%�76%*��1-3 months�93,3%�95%*��3-6 months�112,15%�140%*��average yield on all issues�91,3%�106%*��average redemption yield on all OFZs issues (annual %)�145,3%�148%*��the value of outstanding GKO-OFZ for a month (billion rubles)�39431�34000*��IMC-INSTAR rate (annual %  end of month) on loans for:����1 week�67,6%�75%*��2 weeks�51,5%�74%*��1 month�58,5%�64%*��effective yield on bonds of  the Vnesheconombank, USD����2 issue�11,98%�14,99%��3 issue�14,67%�15,3%*��4 issue�17,88%�18,4%*��5 issue�16,18%�16,3%*��interest rate on loans to direct borrows (3 months, end of month)�152,5%�124,3%*��interest rate on deposits (3 months, end of month)�62%�54,7%*��interest rate on deposits in Sberbank Moscow (1 month, end of month)�38,4%�38,4%��* estimate

** Data valid for the last month

by S.Arkhipov, S.Drobyshevsky,

S.Sinelnikov-Murylev, G.Trofimov



The Trends in forming The Structure of  The Privatized Enterprises’  Share Ownersip 



�It was the first wave of the primary share placing by the privatized enterprises  that makes  it possible to assume that the structure of authorized capital of the newly emerged joint-stock companies has a tendency to gravitate rather to a continental Europe model, with its  clear-cut majoritarian control over the capital, allowing for Russian peculiarities and flaws of the transition period, than to a dispersed British-American model.

On the other hand, at present  there is no room for assertions that Russian banks can be successful in maintaining the functions of the corporate control (and the strategical ownership of shares), typical of the commercial banks in Western Europe. It stems from both the corporate policy of the enterprises’ managers and the absence of the link between “the strategical holder of shares (trust, pledge) and the source of finance” as applied to the banks.

It follows that the emerging model does not influence,  in a large measure, the improvement of the indicators of the privatized enterprises’ efficiency. Although the bulk of the controlling interest is in the hands of rather big institutional holders, the model, at this stage, is not designed for a long-term management and control by the company,  and,  consequently, it is unable to stimulate the long-term investments required for upgrading and development of the enterprises. In this respect the problems of the market development for corporate securities and investment institutions (first and foremost, of the transformation mechanism of the market of predominantly large blocks of shares into the market intended for a multiple investment basis)  acquire a particular importance as an object of state regulation.

The following key trends in the dynamic structure of the authorizes capital of the privatized companies in Russia can be singled out: a fall in the employees’ share; stabilization or growth in the share of the administration (management); a rise in the large outside investors’ share (which will show a substantial increase after the sales of block of shares begin within the framework of the secondary stage of the privatization; stabilization or a very slight increase in the small outside investors’ share; a slow growth of the state share; a low rise in the share of foreign investors. On a larger scale, (See Table 3) it can be considered as an aggregate decrease in the employees’ share and a growth in the share of the outside shareholders in the authorized capital at the expense of large institutional investors (commercial banks, investment funds and brokers’ offices). The state share in the authorized capital of most companies (except strategically important industries and a number of largest joint-stock companies) is of no practical importance. In our view, the above trends will remain unchanged for  1996-1997.  Their dynamics may lead to the following conclusion: subject to all other terms remaining unchanged these trends will intensify, and their development will first of all depend on the following factors - the conditions on the stock market and the procedures of the corporate management in Russia. 

�Table 3    Change in the share of the most important groups of shareholders in the authorized capital, 1994-1995, average figures, in per cent of the statutory

                 capital* 





�April

1994�December

1994�March

1995�June

1995 �June 

1996

(estimated)��Insiders  

total�62�60 �60�56�51��- employees�53�49�47�43�35��- managers�9�11�13�13�16��Outsiders

total�21�27�28�33�45�� - large�11�16�17�22�32�� - small�10�11�11�11�13��State�17�13�12�11�4��Total�100�100�100�100�100��



�Forecasting the outlook for the development of the Russian model of corporate management and control implies that many factors should be taken into account, among them of particular importance are the following (apart from those dealing with the general economic and political orientation): the final coming into being of the stock market model; the inevitability of Russian companies’ entering the stock market in search of investment resources and the orientation towards the liquidity and multiple market stemming from it;  the development in Russia of the system of financial institutions (intermediaries) adequate to meet Russian population’  requirements, which will ensure the effective transformation of savings into investments;  the extent of the state influence on the activity of the leading corporations, which will continue in the foreseeable future; the character and intensity of changes in the relations between the state and the privatized enterprises; further shifts in the structure of property in terms of national economy (the actual dominance of the private sector over both the state and mixed sectors); development of forms and methods of behavior of the joint-stock companies and relations between them. 

Using this as a basis it is possible to single out, taking into account the specifics of the transition period, the following constant features which should  be specific for the Russian model of corporate management over the medium-term period: a sustainable maintenance of parity between inside and outside investors; combining by the management  the functions of the shareholder and the manager, and the functions of an outside  shareholder (through their own companies, funds etc.) and an inside shareholder (administration); among outside investors - the maintenance of parity between the banks, on the one hand,  and the non-banking financial institutions and other legal entities, on the other hand; slow (mutually compensated)  reduction in the participation of the employees in the authorized capital and the growth in the number of small outside investors. The forming of this model means, apart from other peculiarities, a sustained reproduction of conditions for conflict of interests and infringements of the shareholders’ rights. This implies that the issues of legal regulation of the procedures for joint-stock companies’ activity are becoming of paramount importance.

by A.Radygin

�Foreign Investment Promotion In Tatarstan



�Individual attempts are being made in various regions of Russia, within their terms of reference, to improve the climate for  investment  including foreign capital. For example, the Tatarstan Parliament approved the law “On the Status of the Approved Investment Project with a Foreign Investor’s Participation”.

Under the law, all investment projects fall into the following categories: large - over 1 million dollars, medium - 500-600 thousand dollars, and small - 100-500 thousand dollars. The projects exceeding 100 thousand dollars in value may enjoy some tax concessions. To get these concessions the applicants should submit to the Ministry of Foreign Economic Relations of Tatarstan a request together with a business plan.

The projects are to be examined  by the Interdepartmental Investment Policy Commission of the Republic. The project is approved  if the Government finds it to be viable. Further, depending on the payback period, the revenues, which go to the central budget,  after the project with foreign participation has been implemented are partly exempt, for the first five years, from profit and VAT taxes, while oil-processing companies do not pay excise duties as well. The local authorities are entitled to reduce a property tax. For the following five year the exemption may amount to as much as 50%.    

The legal basis which is thus being established for foreign investments to the Republic compares favorably with that of Russia, first and foremost, by the concessions it grants and by its clearness. Besides, this scheme makes it possible to calculate the amount of the state guarantees for each individual project. As to the institutional basis, it is this constructive approach that provides for the establishment of the Republican Investment Promotion Center who finalizes the working out of the financial schemes of the projects, risk management and auditing. It is the center that carries out the substantiation for obtaining the state guarantees for the projects with foreign investments.

A decided advantage of the investment environment in Tatarstan is that the land there, unlike in other regions of Russia may be given into property to foreign investors.

The fuel and energy enterprises of the Republic are among the most promising projects for foreign investors. Apart from these, one of the largest is the project to manufacture jeep cars at the Elaz Auto Factory jointly with the General Motors. The American counterpart plans to invest 500 million dollars (50% of the project).

Last year the Republic was second after the Moscow Region by volume of foreign investment. It attracted 160.60 million dollars (or 5.8% of the total), according to the State Statistics Committee of the R.F. The figures of the Committee are predominantly based on the foreign founders’ investment into the authorized capital of the PII ? and reinvested profit. In 1995  the foreign investment into the Republic’s economy are estimated at around 400 million dollars. The new legislative initiatives are most likely to contribute to the growth in foreign investments, including also medium-size and small projects.  

by I.Pilman

�Social Policy



�March-April of 1996 saw a growing concern of the authorities for some social problems. The President made the payment of wage and pension arrears priority number one. As to the arrears of the federal and local budgets, the required sums were transferred at the beginning of April. Yet, in the off-budget sector of the national economy the payment of back wages remained an acute problem, and the basic solution here depends on the rate of the structural reforms in the economy, and the reduction of the number of loss-making companies.

It is not feasible to prevent a recurrence of new arrears in the budget sector under the circumstances when low tax collection provide only 40% of the revenues. If the budget continues to cover 100% of wage payment, then its distortions, as compared with the planned expenditure, will result in a disaster. Supported by the centralized funds, investment financing, subsidies to the agricultural sector, the coal industry, and a number of other major budget projects have already been threatened.     

It is, therefore, most likely that by the end of the first six months the delays in wage payments to the budget sector employees will again become a steady source of tension in economic, social and political life of the country. Pension settlement poses the same problems.

There are, at least, three groups of causes that account for the critical state of affairs in this area. 

The first group is  mostly of a demographic nature, and it results from a very heavy burden on the workforce when for one thousand of people there are 350 pensioners, which is two times higher than the similar indicator in most developed countries. 

The setting up of a pension system on the distributive basis makes it extremely important that a very high level of tariff contributions to the Pension Fund should be maintained, which, in turn, encourages their non-payment.

The second group of causes is the changes in the employment pattern of the population. 

In recent years there has been a steady trend of diminishing the number of the workforce, especially, employed by the public sector, the portion of the population who contributes to the Pension Fund. In this way, the number of employed in the national economy went down from 75.8 million people in 1991 to 73.0 million in 1995. The workforce share in the non-public sector accounts for 62% of the total figure. And it is this sector that is most tax evasive. 

The third group of causes is of financial and economic character. The share of wages and salaries to be taxed for pension financing in the total income of the population fell from 69.9% in 1992 to 40% - in 1995. There has been a steady rise in tax evasion. The wages ‘to be paid’ do not always correspond to the actual amounts which the people get. 

Unless the pension system is radically changed,  it is evident that its ‘crises’ can not be resolved.

by E.Gontmakher 

�Industry Business Conditions 



�According to some companies’ estimates, there has been a slow-down in the demand reduction for the second consecutive month.  In April the balance (growth-fall) went up by 11 percentage points. The growth in the balance of the demand reduction was recorded in all industries except the oil and chemical sector (-44%, after -36% - in March). The most intensive fall in demand is maintained in the wood-working (-70%). The April changes in the demand for the production of both the state and privatized enterprises were similar (-40%). 

Given the weakening of the demand constraints, there is a growing dissatisfaction with the volumes of sales. On the whole, the share of the responses ”below the standard norm” in industry reached 95%(and is the all time low for all surveys).

�

The improvements in the demand dynamics are followed by those of the output. The growth in the balance of the change in the output went up by 26 points in two months. The largest increase of this parameter in April was recorded in the wood-working (30 points), the light industry (21 points), and in the machine-building (19 points). The balances of the change in the output for  the public sector and among the privatized enterprises are the same ( -17%). 



�

The estimates of the production volumes increased in April by as much as 9 percentage points. The best results were reported by the wood-working (-62%) and the food industry (-67%). The highest level of dissatisfaction remained in the light industry (-98%).

The growth in the April selling prices was slightly higher (the balance grew by 4 points). The absolute reduction (the negative balance) was recorded in the wood-working industry for the third consecutive month. The most moderate price growth was in the light industry (+11%) and the food industry (+15%). In other industries the balances of the price changes are within the range of +20...+29%.  The public sector enterprises estimated their price changes  by the balance of +29%, the privatized companies - by +20%.

�

�

The balance of change in the volumes of stocks of finished products  has remained positive since January 1996 - the stock volumes are growing. The fastest growth is recorded in the construction industry (+22%) and the wood-working - (+20%). The reduction in the stock volumes was reported by only the light and food industries(-12%).

The April estimates of the stocks of finished products dropped by 6 points owing to the  surplus growth in the machine-building (+18% after +5%) and the food industry (+5% after -5%). In other industries the balances did not increase. The worst stock estimates remained in the construction industry (+51%) and the wood-working - (+53%). The balances for stock estimates for the state enterprises were  +7% and for the privatized companies - +30%.

Despite the weakening of the demand constraints and optimistic forecasts of the change in the demand the estimates of production capacities worsened sharply. The share of the responses more than adequate increased to a record level (60%). The fall in this indicator  was recorded only in the construction industry (36 after 40%) and the food industry (29 after 52%). 50% of the state-owned enterprises and 62% of the privatized companies reported overcapacity.

In view of the expected demand 35% of the companies reported workforce redundancy.

The highest values  of this indicator were recorded by the oil and chemical industry (64%) and the wood-working - (45%), the lowest values - by the construction - (17%) and the food industry - (22%). The values of the state and privatized enterprises differ by 3 percentage points.



�

�

The forecasts of the changes in the output from February 1996 have a positive value. The negative balance (the predominance of expectations of the reduction in production) remains only in the light industry (-20%). Most optimistic forecasts were  reported by the construction  and food industries (+47%). Expectations by the state enterprises are +4% and by the privatized companies - +7%.

Inflation expectations went down by further 11 percentage points in April. A slow-down in the price rise was forecast for  all industries, except the food industry where the balance of expectations grew from 39% to 54% in a month. The most moderate price rise  may be recorded in the wood-working (+4%) and the light industry (+15%). The forecasts for the state enterprises and the privatized companies do not differ (+32%).

The forecasts of the change in the demand worsened by 7 percentage points in April., but retained a positive value on the whole. The balances of expectations remain negative in the light industry (-13%) and the wood-working - (-1%). The strongest worsening of the forecasts took place in the machine-building (-1% after +12% in March and +14% in February)

by S.Tsykhlo  and R. Gershman 

�Situation In Agro- Industries 



�In early March the President of the Russian Federation signed the decree “On realization of the citizens’ constitutional rights for land." The Decree has been long awaited. The point is that after the re-organization of the collective farms and state farms in 1992/93 quite a controversial situation set up in the land relations of the agrarian sector, which was a consequence of their incomplete reforming. The state transferred the land to the collectives of the agricultural enterprises, into their collective ownership thus putting an end to the state's absolute monopoly over land. In 1993 the President by his decree that at the moment had the status of a law, made legal the free circulation of the land plots in agriculture with no approval on behalf of the members of the collective owners required. All that facilitated transition to the most liberal agricultural land legislation in Russia at the federal level. However weakness of the state authority, delegation of the powers pertaining to the legal reglamentation of the land-related issues to the federal/regional level and freedom of arbitrary interpretation of the laws by local authorities has brought about a situation where the said liberal legislation was not enforced at all  or was enforced incompletely.

The problem became worse also due to the fact that having received the land lots in their ownership the rural population in a hundred percent of cases transferred them to their agricultural enterprises for utilization. Yet the conditions of such transfers were actually never recorded. So the land owner does not feel any responsibility for the usage of his property nor does he get any tangible gain from such use or has an opportunity to compare different options of transfer of his land share.

On the other hand the agricultural enterprise is in a difficult situation too for it is using its most important asset on uncertain terms,  when one or several land owners can request their land back at any time. Such a situation renders  impossible any effective planning of the production process or signing medium term contracts, etc.

The primary purpose of the presidential decree lies in the requirement to legalize the relations between the land owners and the land users. The state can not but control by way of legal registration the transfer of such an expensive real estate which is land. If the Decree proves to be implemented in practice, then even under the conditions of the current slump in production the real land circulation in the agrarian sector will become possible. In certain cases the land share owners will get the possibility to choose between the farm businesses offering better conditions of the land use which means process of re-allocation of arable lands to more efficient users. The same factor would determine the optimum size of the agricultural enterprise, for no one would be willing to pay for extra land (the current land tax does not fulfill this function). And finally under the conditions of that deep slump in the industrial production laying the land off the turnover would unavoidably happen primarily at the expense of the worst lands (no one would be willing to rent them or buy them back).

In practice fast signing of the registration deals for the transfer of the land plots can make adoption of the Land Code in its current wording less dangerous for the fates of the land and agrarian reforms in the country. The draft code suggests resolution of the above-mentioned contradictions between the land owners and the user of the land plots exclusively in favor of the agricultural entities. According to the draft the land used by the agricultural enterprises becomes their property formally as the property of a legal entity. This sort of approach means first of all actual expropriation of the rural population all over the country and secondly it would delay the land circulation in agriculture for a inadmissibly long period of time. However subject to registration of the contracts for sale, lease or transfer to the authorized capital of the land plots this measure would be less dangerous (if of course the new Code does not become retroactive).

February and March witnessed some changes in the field of the trade protectionism in the agricultural complex. Because of the  continued crisis in the domestic poultry husbandry it is by now traditionally associated with the aggressive poultry importation from the West. According to the Customs statistics, the poultry importation in 1995  grew by 162.7% by  physical volume and by 154.6% by  cost. Meanwhile the slump of the domestic poultry production for the same year was 22%. A new 30% customs tariff  instead of former 25% was introduced. Such a measure could hardly have had such consequences for the commercial relations between Russia and USA - the principal supplier of chicken poultry in the country (US share in the imports of this product in physical terms in 1994 / 1995 grew from 73.1% up to 75.0%, and by value from 69.2% to 77.7% respectively) - but for the decision by the Veterinary Department of the RF Ministry of Agricultural Production terminating licenses for the poultry importation from US since 16 March, under pretense of formal sanitary requirements. 

The wholesale per-kilo prices for the chicken  legs forming the  principal share of the poultry imported by Russia are by 30% lower than per-kilo prices for  meat. Thus the prohibition on their importation will primarily affect incomes of the low profit groups of population. The situation would be quite different if the possible niche were quickly and completely occupied by a similar domestic product. In March an increase in grain purchases was recorded, while the purchase volumes in the first months of the new year were quite low. Only for 10 days in March the JSC “ROSKHLEBOPRODUCT” purchased K62 tons of grain, mostly food wheat. The bulk of the purchases came from the West Siberia where in 1995 there was a relatively good crop. 

The increase in grain purchases  can be attributed to a number of reasons. Firstly, the forthcoming sowing campaign  and unresolved problems of the  seasonal credit at the Federal level stimulate the grain producers to sell their inventories.

Secondly, by March on an average the contractual grain elevator storage terms will expire and the grain elevators are demanding increased rentals for the storage. Thirdly, the prices for grain have remained stable for more than two months by now and are unlikely to grow in the near future.

There is no reason for the producers proper in delaying sales of the commodity grain. The growing purchasing volumes  make it possible to draw a conclusion that the official totals for the real harvest of grain  in 1995 were understated by 3 or 4 million tons (4.5 or 6%). 

Case studies conducted by the IET Agricultural Policies  Laboratory in a number of farms in Rostov region proved that the governmental tied credit of the last year had about 120 or 130% real annual interest rate  (due to the increase in prices for the delivered fuel and lubricants).

The interest was actually paid to oil suppliers instead of the state.  Under the tied credit commercial deals the interest in annual expression was much lower (sometimes reaching a zero level), besides the tied credit was not strictly biased: depending on the requirements of a particular contracted agricultural producer  alternatively either fuel and lubricants or fertilizers or spares could be delivered in exchange for the future supplies of grain and sun flower seeds.   With the introduction of the state-controlled prices the commercial tied credit is bound to develop further.  

The IMF loan requirement banning the state tied credit as a hidden (i.e., not overtly shown in the budget) form of support for the agrarian sector, also facilitates broader application of the commercial tied credit.

�Table 4. Guaranteed purchasing prices for certain agricultural products purchased for the Federal Reserve, in thousand rubles per 1 metric ton. 

Hard grain wheat, grade III�780��Soft grain wheat, grade III�700��Food rye �445��Corn  (different grades)�640��Sunflower seeds�1200��Sugar-beet�200��Milk (basic fat content)�1000��Cattle (living mass)�4000��Pigs (living mass)�5400��Poultry (living mass)�5600��* Ex- farm, VAT excluded.

by E.Serova, I.Khramova

Labour Market: Development Trends



�In January-April, 1996 the trends in the employment sphere and labor market of Russia were steady. They were characterized by a slight drop in the number of people employed in the national economy, a moderate rise in unemployment and a growth of latent unemployment.

By early April of 1996, the total  number of people employed in the economy was 73.10 million or 49% of the total population of the country, including 66.80 million (91.4%) occupied in the national economy, and 6.3 million (8.6%) - had no job and were classified as unemployed,  in accordance with the methodology of the ILO. Unemployment is a phenomena which in most cases depends on the area location. The fact is that in various regions the situation on the labor market is different in terms of the acuteness of the problem, and these differentials are growing. Among the most alarming changes on the labor market is a sustainable unemployment rise in the so called ‘disaster zones’ - Ivanonskoy, Pskovskoy and Kostromskoy regions. Given a low mobility of the population, it is not worth considering the possibility of filling up the vacancies in one region by the unemployed from another region. Besides, when comparing the number of unemployed and the number of job openings it is necessary to take into account their structure, i.e. are these vacancies for workers or employees. Thus, 73% of the vacancies offered by job employment agencies require workers, and only 27% - require employees, while among the applicants 53% used to be workers and 47% - employees. It must be also noted that, according to the State Statistics Committee of the R.F., only 25% of people who used to be employees agree to become workers.

When assessing the situation on the labor market it is important to consider not only the unemployment figures, but the duration of unemployment which is growing and turning into a chronic or long-term unemployment. At present the average duration of unemployment exceeds 10 months (in 1995 - 10.3), but in more than 20 regions it is over a year. Considered from the point of view of adverse social consequences, the duration has a greater social importance than the total number of unemployed. The growing latent unemployment caused by the reduction in output without the respective  dismissal of the employees (leading to a drop in productivity), on the whole in the national economy was 0.9 million in February 1996, as compared with February 1995, although in industry due to some growth of output latent unemployment went down slightly.  In general, the national economy is characterized by a fall in productivity, a rise in latent unemployment manifesting itself as part-time employment, imposed non-paid leaves etc. Moreover, the employees, who are paid by the lowest rates, since the companies are short of money, may also be regarded as unemployed contributing to latent unemployment.

Late 1995-early 1996 saw a sharp increase in the number of companies, institutions and organizations that went on strike: in January - 2108, in February - 1460, compared to 96 and 249 for the respective months in 1995. The largest number of strikes was recorded at educational institutions and in the fuel sector companies. Considerable loss of working time took place in schools of Kemerovskaya and Kyrganskaya regions, Krasnoyarskiy krai, and in the fuel sector enterprises of Kemerovo and Rostov regions and in Komi Republic. The strikes were mostly caused by delays in wage payments, low wages, and meager financing of the educational establishments.

In the first quarter of 1996 the Federal Employment Service of Russia was facing an acute problem of financing  contributions  into the Employment Fund from 2% to 1.5%  from January 1996. Moreover, 20% of the amount is to be re-distributed, while the remaining part is given to a particular administrative area. The federal part of the Fund is short of money to adequately finance some regions with a high rate of unemployment, while other better- off regions may have some surplus money.

by O. Zalesova

�Insured Medicine: Prospects For Development



�In early April 1996 the RF Government discussed the actual implementation of the law entitled “On the medical insurance of the Russian citizens." Presently suggestions of changing the   obligatory medical insurance model (OMI ) which has been introduced since 1994 are being developed. 

Which were are the major problems encountered in the course of OMI  introduction? 

Firstly, the size of OMI  financing (by contributions of the legal entities and budget appropriations) does  not match  the figure required for the free healthcare servicing of the population, guaranteed by the state. Therefore a complete replacement of the budget financing of the healthcare establishments (by certain articles of expenditure) by the new system  (payment for the rendered services) has proved impossible. 

Secondly, instead of a step-by-step transition from one system of healthcare financing to the other what we really have in practice is an eclectic coexistence of different system elements.  This has  resulted in ruining the intended purpose of the reform for the healthcare effectiveness did not improve, on the contrary it has deteriorated. 

Thirdly, what  we are having now is a multitude of transitional OMI  models in different regions. 

Fourthly, the majority of the healthcare providers started treating federal and regional OMI  funds as unnecessary and costly intermediaries in the system of healthcare financing.

What are the ways of fighting the said problems and transforming the existing OMI system? 

1. Coming back to the system of state financing  and state control over the healthcare system, keeping the obligatory insurance contributions of the legal entities as an additional source of financing. The “Nizhni Novgorod OMI  System” could serve as a model in this particular case. In Nizhni Novgorod region no OMI  fund was ever set up, and the obligatory insurance contributions of the enterprises are accumulated by the territorial department of finance and distributed among the districts according to the capitation norm. In case of such an alternative of OMI  transformation the above mentioned problems will be really resolved. However the problems inherent to the system of administrative control over the healthcare are bound to reproduce themselves.  Among such problems are inefficiency, lack of incentives for improvement of quality, inadequacies of the institutes of protection of the patients’ rights, etc.  In the long run the society will lose. 

2. Simplifying the OMI  model. It includes such measures as expulsion of the private insurance companies from the number of OMI  members, strengthening the state control  over the financing and crediting operations of the funds, limiting their functions and giving them different titles, for example “hospital cashiers",  etc. 

This method allows to resolve most of the problems, resulted by the reform.  It preserves a number of the key elements of the medical insurance such as the insurance contributions, separation of the healthcare providers from the healthcare customers. It provides the foundation for the future  healthcare development and consequently for the improvement of the healthcare efficiency.  However replacement of all the existent regional OMI  systems by a new simplified system does not seem justified.  In the cases where the introduction of the OMI  model fixed in the legislation is successful enough any interruptions in the course of the reform seem inappropriate.

3. Preserving the basic principles of the OMI  model fixed by the legislation, shaping the admissible transitional models.

The above-mentioned simplified OMI  system could be used as a transitional model . Such transitional models are admitted for an unlimited period of time. This method allowing to resolve the most acute problems leaves intact the existent infrastructure of medical insurance and provides prerequisites for the broad-scale introduction of the medical insurance system with more favorable business conditions. 

4. Implementing the basic OMI  model to the fullest extent in all regions and achieving the realization of the Government’s obligation to finance the OMI  of non-active population. Today, however any attempt to bring the already started reform to its end seems unrealistic.  In fact means a possibility of keeping the situation the way it is now.  It only remains to be hoped that the OMI  funds and healthcare authorities manage to come to terms with each other and make the existing conflict of interests less acute. As the country gets out of the economic crisis the medical insurance system should start to work and the current problems will dissolve by themselves.  This method however is associated with the perpetuating instability and inherent contradiction that may surface in very acute forms if business situation in the sector does not improve.  

From the long-term prospective of the domestic healthcare system development  the third option is most preferable. Selection of option number one seems however the most likely.

by S.Shishkin

�Most Important Business Regulations



�On April, 1 the President of the Russian Federation signed the Federal Statute (hereinafter  FS) "On changes and amendments to the Russian Federation Statute "On the value-added tax" (№25-ФЗ) lifting VAT, in particular, off all services connected with housing. On April, 3 the President also signed the FS "On power supply saving" (№28-ФЗ), and on  April 15 - the FS "On changes and amendments to the Criminal  code of the Russian Federation and Criminal proceedings  code of the Russian Federation " (№30 - ФЗ) under the FS "On the continental shelf of the Russian Federation".

On March 19 the Federation Council enacted the  decree №94-СФ "On urgent measures of food security of the Russian Federation". 

Among Gosduma’s decrees the Decision of March, 13  №141 - ПГД "On the  Federal Statute "On raising the minimal size of pensions, the order of indexing and re-calculation of  federal pensions in the Russian Federation” and decree "On non-payment of wages and salaries at the enterprises and companies of the military-industrial complex complex" should be noted. 

On April, 19 Gosduma signed and ratified the Agreement between the Republic of Byelorussia, the Kazakhstan Republic, Kirgiz Republic and the Russian Federation on deepening integration in economic and humanitarian areas, and also the Agreement on the creation of the Russian and Belorussian Association (signed on April, 2 by Presidents of Russia and  Byelorussia).

Among the Presidential Decrees are worth  to note the Decree №382 of March, 15 "On the improvement of the system of the state control of transportation complexes in the Russian Federation", the Decree №395 of March 19 "On All-Russian industrial design exhibition", the Decree №399 of March 20 "On the extension of the period of transfer to the federal ownership of the shares of the Russian Joint Stock Company Gazprom", the Decree №408 of March, 21 "On the adoption of the comprehensive program of measures to provide for the  rights of contributors and stockholders", the Decree #413  of March 22 " On changes and amendments to the decree of the President of the Russian Federation №2063 of November 4, 1994 “On measures for state regulation of the security market in the Russian Federation", the Decree №420  of  March 23 “On the development of federal target program "Your home ", the Decree №424 of March 27 “On certain measures to augment government support for science and high education  in the Russian Federation", the Decree №430 of March 29 "On the state support for the citizens in the field of construction and purchasing housing", the Decree №431 “On the new stage of the implementation  of the  State target program “Housing””, the Decree №440 of April, 1 “On The concept of transition of the Russian Federation to steady development", the Decree №443 “On measures to stimulate the  creation and the operations of the financial and industrial groups", the Decree #491  of April 4 “Оn priority government support activities for the small businesses in the Russian Federation”, the Decree №494 of April 8 "On measures of restitution  of savings of the Russian Federation citizens ", the Decree #537  of April, 13 "On government support activities for the retooling of the Joint Stock Company “Magnitogorsk metallurgical complex", the Decree №541 “On improvement of the efficiency  of the  state control over  privatization of the enterprises and the organizations in the defense complex”, the Decree №550 of April 15 “On pressing measures to the betterment of social security of the citizens of the Russian Federation”, the Decree of April 18 "On measures of stabilization of the economic situation and development of the reforms in the agro-industrial complex". 

On April 13 the President issued the directive #188-рп "On provisions for participation of the Russian Federation in The Council of Europe" .

The RF Government took a number of important decisions including #290 of  March 16 "On the establishment of the scientific and technical park “Novosibirsk", the decision №307  of March, 20 "On the  governmental coordination and advisory bodies", the decision №298  of March, 21 "On amendments to the decision of the Russian Federation Government "On  the introduction of a single system of the compulsory expert evaluation of the amount, quality and prices of exported commodities", the decision №300 "On invalidation of  some decrees of the Russian Federation Government concerning  the registration of contracts at merchandise exports", the decision  №309 "On measures for the enforcement of the Federal statute "On the  federal budget for  1996", the decision  №315 "On the approval of the calculation procedure for the inflation index applied for indexing the cost of the  fixed assets and other assets of the enterprises in case of their sale for the purposes of  determining the taxable profit", the decision №324 of March, 22 "On the integrated plan of actions of implementation in 1996 by the Russian Federation Government of the Message of the  President of the Russian Federation to the Federal Meeting entitled “Russia for which we are responsible (On the  situation in the country and principal policy directions of the Russian Federation)" and the Program of the Russian Federation Government entitled "Reforms and development of the Russian economy in 1995-1997 ", the decision #327 of  March, 23 "On the adoption  and submittance for the approval  to the President of the Russian of Federation of “The basic  provisions  of the regional policy in the Russian Federation", the decision №341 "On the Federal target program "Energy-saving electrical equipment (for 1996 - 1997)", the decision №356 of April, 1 “Оn partial variation of the import custom tax approved by the  decree of the Russian Federation Government of May 6,   1995, the decision №454 "On the adoption of the import custom tax rates", the decision №378 of April 3 "On the indexation of the rates of the land tax in 1996", the decision №387 "On the additional measures in support of  youth in the Russian Federation", the decision of #395 "On the adoption of the work procedure with projects financed by IBRD loans ", the decision #421 of April 12 “On revaluation of  the fixed assets of oil-mining and refinery companies “.

On March, 21 the Government issued several interesting directives, in particular, directive №422-р concerning issuance and circulation of the bonds of the inter-regional  loan aimed at the development of the innovation activities, the decision №424-р specifying a listing of the share certificates  of the Joint Stock Companies established in the course of privatization (except for the Joint Stock Companies producing the merchandises and  services having strategic implication for  the national security) scheduled for transfer to the RF subjects; the decision №426-р concerned with finalization of the programs of the long-term development of the Far Eastern Region.

From among the number of departmental papers the following are worth to note: 

RF Central Bank letter #255 of March 15 "On the inter-bank settlements organization  on the territory of the Russian Federation", the RF Ministry of Finance  letter  #04-03-01, the  RF Government Tax Service letter  #ВГ-6-03/ of 187 of March, 18 "On the excise payments procedure ", RF Government Tax Service letter #ВЗ-6-09/185 of March, 18 “On the formalization of the tied credit for agricultural commodity producers".

by I.Mukhamedshin
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