On Some Prospects of the “Loans-for-Shares” 

Privatization Scheme in 1996.

Technical details of a privatization scheme dubbed as “loans-for-shares auctions” are well known. As the execution term of this scheme is closing and taking into account a special importance of involved enterprises for the Russian economy it is advisable to try to evaluate possible developments concerning these transactions.

As it seems to us, the application of this scheme in general may be evaluated as follows:

- in legal terms (according to normative documents in force) - as a credit contract with shares as a collateral including the right to sell the collateral subsequently;

- according to international standards and procedures of  transactions - as (a) direct negotiations with banks determined in advance; (b) an underwriting guaranteed to a certain extent (it is important to keep in mind that no underwriter will begin to float securities without having already certain investors -- in this case himself);

- in fact -- as a concealed redemption of shares by enterprises themselves, or as a purchase by interested banks (financial and industrial groups). As an objective evidence may be mentioned the fact that it is hard to expect an availability of prospective resident buyers disposing of the same or larger funds even in September of 1996.

It would be naive to think that the term “auction” implies an actual start of a tender. It would be not less naive to think that later “Menatep” bank will voluntarily give away its controlling interest in the UKOS, or the UNEXIMbank -- in Norilsk Nickel. In reality, we think, there were only direct sales to purchasers known in advance. At the same time, prices were somewhat lower than by de jure sales since formally they were loans.

It is also important to note that foreigners were excluded from transactions with many enterprises what also affected purchase prices. In practice the latter were set in accordance with relatively poor resources of Russian commercial banks.�

There was also no need to settle legal problems connected with anti-monopoly regulations since they could arise only by sales. The loan scheme also created a plausible political cover since hypothetically a free maneuvering was always available (redemption of shares in case an opposition criticism will mounting). From our point of view, such an aim as provision of financial allies in their political struggle was also important since another (new) authority is more likely to take away the shares in the framework of a “simple” redistribution of ownership.

In principle, in itself the approach used for the sales on this scale is quite applicable in circumstances existing in Russia at present, however, the question is the guarantees of efficiency of each concrete transaction for enterprises and the state if only in a medium term. At this stage it is necessary to single out three probable scenarios:

a) A bank is an owner. In case the de jure winning banks will become owners of the shares, the key problem will be an efficient long term management of enterprises on the part of the banks. The conflict between “Norilsk Nickel” and the UNEXIMbank was, it seems, the first sign of this problem. On the whole, such conflicts may be settled only when the competence of each party in managing an enterprise will be strictly defined enabling them to exclude the “irreconcilable” parties (in the case of “Norilsk Nickel”, it seems, such a decision was the resignation of the managing director and the formation of a new board of directors). Alongside with legal proceedings concerning outcome of auctions, enterprise managers may apply tactics of “poisoned pills”. Anyway, it does not concern the protection of a prospective “outside owner”: like in the process of bargaining for special terms of collateral schemes which in various ways tried to carry out all enterprises listed as candidates for “loans for shares” privatization, the winner is the strongest lobbyist.

b) A bank is a broker. In case a bank will sell shares received as a collateral due to various reasons, at the moment it is clear that the state will never get the 70 per cent due to it from the means gained in excess of the cost of the shares serving as a collateral for a bank. It is obvious that blocks of stocks will be sold to a designated purchaser with no profit at all and after that resold with a maximum profit. It is one of the most grave legal “loopholes” in this scheme.

c) The shares are redeemed by the state. At the moment it is unclear what future motivation may affect plans of the government concerning the shares serving as the collateral. A probable source of means for redemption may become credits received at new loans-for-shares auctions, in other words something like a “privatization pyramid”, or extra budgetary funds. In any case, the budget does not envisage any means to repay present loans.

Anyway, some redemption schemes and objects to be repurchased are being reviewed (it is difficult to judge at the moment if it is seriously meant, or it is only a pre-election declaration). According to A.Kokh’s estimate, four objects may be redeemed: “Norilsk Nickel”, “UKOS”, “Surgutneftegaz” and “Sibneft”. (Banki i Finansy (Banks And Finances), 1996, No. 17, p. 5). The other blocks of stocks may be sold, however, the government could “agree with banks a postponement of shares selling terms from September 1, 1996 to the first quarter of 1997”. At the moment it is still unclear if these practices are continued in 1996, although other sources of budgetary revenues are uncertain. In all probability, new auctions may be launched only after June, 1996.

A.Radygin

Investment Processes in the Real Economy

As decentralization trends in investment activities are intensifying, the scope of financing at the expense of the federal budget is diminishing.

An analysis of the sources from which new investment into fixed assets were financed in 1994 and 1995 reveals that curtailment of the state investment activity in the environment of the gradually stabilizing economy was compensated by attraction of private and joint-stock capital alongside with investment of household savings into housing construction.



Table 5. The Structure of Financing Sources for Investment into Fixed Assets in January through May, 1996.

�Rub. trillion�in % of the total�in % of GDP

�����in fact�according to the Federal Program for 1996��TOTAL investment into fixed assets�106.1�100�12.2�16.1�� including financing at the expense of:������   extra-budgetary means�86.0�81.2�9.8�12.3��   budgetary means�20.0�18.8�2.2�3.8��      including:������      federal budgetary means (repayable and non-repayable)�8.7�8.2�1.0�2.0��      budgetary means of the Federation subjects �11.3�10.6�1.2�1.8��Source: Goskomstat and Federal Investment Program



The economic and political situation in early 1996 was not favorable for continuation of positive trends in the investment activity characteristic of 1995. The curtailment of investment into the real economy affected construction of industrial objects alongside with construction of social facilities and residential buildings. The construction and reconstruction of industrial objects absorbed Rub. 60 trillion in January through May or by 15 per cent less than in the previous year while Rub. 46 trillion (91 per cent of the 1995 level) were spent for the construction of social facilities and civil objects. 

Increasing risks in investment activities are especially revealed through housing construction dynamics. In spite of the positive housing completion dynamics the rates slowed down from 112 per cent in January through May, 1995 to 102 per cent in the same period of this year. Private enterprises increased housing construction by 25 per cents as compared with the period from January through May, 1995, however the rate somewhat slowed down. State-owned enterprises commissioned 95 per cent of the residential space as compared with the previous year. One of the reasons behind this situation was a sharp decline in budgetary expenditure for construction of social and cultural facilities as the government transferred money to pay wage arrears.

The expenditure for the industry, energy and construction makes 2.2 per cent of the GDP according to the approved budget. However, in fact only 0.8 per cent of the GDP was injected into these sectors.

The construction of about a half of 87 most important objects of the social complex supported by the state at the expense of the federal budget was suspended. No objects financed from the federal budget on gratis basis according to the federal investment program were commissioned in the agricultural and industrial complex.

Only about 20 per cent of the total expenditure envisaged in the Federal investment program for the productional sphere were financed. Depending on financial condition, utilization of fixed assets differs considerably across complexes. Fuel and energy complex, engineering industry, transportation and communications retain their primary importance.

A comparative analysis of the way the federal investment programs were fulfilled in 1994 through 1995 with the outcome of the first half-year of 1996 gives no ground for optimism. While in 1994 30 per cent of targets set by the federal program were fulfilled in 1994, the 1995 federal investment program was executed only at 18 per cent and it shall be taken into account that its targets were regularly corrected.

The present situation will negatively affect the dynamics of investment activities in the second half-year of 1996 in connection with increasing payables due for works executed at the objects of the federal program in the beginning of this year.

In spite of the measures taken to increase investment activity, like placement of investment on competitive basis, the partial state financing of effective and profitable in short term investment projects designated to attract private capital it is carried out very unsatisfactory. The outcome of bids in 1995 and in the first half-year of 1996 was less than 20 per cent of necessary investment expenditure. Unfortunately, all positive measures aimed to stimulate investment activities envisaged by the Federal investment program can not be implemented due to mounting crisis in the budgetary sphere.

O.Izryadnova



Foreign Investment in Russia

In May and June of 1996 there were registered no serious changes in the Russian investment climate. The investment activity is still extremely low. The majority of foreign investors still waits for outcome of the presidential elections and for a real evidence of support and development of market reforms.

As before, some shifts were observed in the sphere of large projects, first of all in the fuel and energy complex where developments are strongly encouraged by effectuation of the RF law “On Production Sharing Agreements”. The “Sakhalin Energy” company obtained first licenses in Russia issued on the base of this law for development of deposits under “Sakhalin-2” project. Companies “UKOS” and “AMOCO” continue to work out  documents concerning development of Priob deposits. The parties have finally defined contract terms upon reaching an agreement on equal sharing of profits and investment within the project. The World Bank grants a $ 1 billion loan to the project participants. An agreement with French “Elf” was signed in order to develop Far North oil fields. Several big companies announced their plans of massive investment, among them “Dupont” (up to $ 500 million), “PepsiCo” ($ 550 million), Coca Cola ($ 250 million). However, to turn preliminary protocols into real financial inflows requires substantial changes in the state policy of foreign investment attraction, transition from declarations to real privileges, guarantees, to protection of ownership and rights of investors.

For a few last months there continued the legal process which concerned, among others, foreign investors. The State Duma at the first reading has passed a draft law “On Free Economic Zones in the RF” fixing a negative trend of the excessive role played by the central authorities in the process of free zones formation. At the first reading was also adopted a draft law “On Concession Agreements Made with Foreign Investors” which envisages tenders and auctions open both for Russian and foreign partners where concession term equals 50 years and includes possible prolongation for 20 years.

An evidence of Russia’s striving for closer cooperation with the international community is its application to join the OECD. In this connection of a special importance is the RF President’s decree No. 721 of May 16, 1996 “On Measures Providing the Transition to Convertibility of Ruble”; it shall be taken into account that OECD membership requires that there are no restrictions on capital flows in a country. Russia becomes the 116th country to recognize its obligations according to Article 8 of the IMF commanding a lift of currency restrictions on international current account transactions. In fact, foreign investments were freely transferred in Russia for a few years. However, for foreign investors an official recognition of limited Ruble convertibility is of importance, since it equals to an international guarantee to transfer interest and dividends on capital invested into Russia. In strategic terms this measure shall stimulate inflow of foreign investment.

Across regions, Tatarstan remains one of the leaders in terms of foreign capital attraction. In connection with a decision on granting large financial resources and investment tax credit on the part of the Russian and Tatar governments, the execution of a project which envisages assembly of cars by JV “Elaz -- General Motors” may become a success. The US Eximbank has recently agreed to provide guarantees for a $ 100 million loan to Joint Stock Company “Nizhnekamskneftekhim” for construction of the first stage of an oil-processing enterprise.

An important event of the last month was working out of a concept of securities market development in Russia. A further expansion of investors’ access to the T-bill markets against the background of declining profitability of these investments is expected. Non-residents may obtain the right to execute certain transactions on the secondary T-bills and Federal Loan Bonds markets. In June of 1996 investors dispose of Treasury 6 month bills worth Rub. 13.5 trillion (about $ 2.7 billion).

So, the present trends of restraint upon investors’ activity have not been reversed yet. Russia mostly gets capital inflows from big international organizations and from transnational corporations either as loans or in the framework of large projects safely guaranteed at the governmental or international levels, or receives short term venture capital for speculative operations which as a rule requires no guarantees at all. The environment still remains unfavorable for attraction of massive foreign investment into the real economy.

V.Ranenko, N.Nikolayeva



Business Situation in Industry

According to estimates made by the interviewed enterprises, the velocity of decline in demand slowed down by 3 points in June. The deceleration of decline in demand was registered for all industries except mechanical engineering where a balance (growth -- decline) deteriorated from -46 to -50 per cent. The most substantially the indicator rose in timber industry (from -85 to -68 per cent), however, the figure remains the worst across industries. The lest intensive decline in demand was showed in the food industry (-24 per cent).



CHANGES IN SOLVENT DEMAND

(BALANCE = INCREASE-DECREASE)

EXPECTED

IN FACT
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Evaluations of demand (if it is above or below the normal level) in the first half-year were usually less than -90 per cent for the industry as a whole. Timber and construction industries demonstrated a stable unsatisfactory demand (-97 per cent in the last three months and -93...-96 per cent accordingly). The balance of evaluation made -80 per cent for a relatively no-problem food industry in June.

After the decline in industrial output accelerated by 13 points in May (the fact has been later proved by the Goskomstat official figures), it was slowing down in June. An increase of the balance between growth and decline was registered in all industries, except the food-processing (-12 as compared with -4 per cent in May). However, -12 is the best evaluation across industries in June. The largest increase in the balance of changes in production was showed in the construction (-16 after -40 per cent) and in the light industry (-26 after -48 per cent).



CHANGES OF EX-WORKS PRICES
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Dissatisfaction with volumes of output was not registered only in petrochemical and food industries. In other industries balance increased by 3 to by 9 points.

An increase in ex-works prices continues to decelerate. In June the balance diminished by 4 points, however, it remains positive: on the whole prices grow. A decrease in the balance was observed across all industries with the exception of timber complex showing a negative balance (an absolute decrease in prices) and made -27 per cent in May through June. The sharpest decline was registered in the food-processing (+1 after +21 per cent).]



CHANGES IN OUTPUT VOLUMES
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Evaluation of finished stocks in the industry as a whole remained practically the same. Excessive stocks were still observed in petrochemical industry (+37 per cent), in timber processing (+38 per cent) and in construction (+49 per cent).

Forecasts of changes in production are worsening for the second month in a row. Hopes for increase in production (a positive balance) lay only with the construction (+7 per cent as compared with 51 per cent in May) and in the food-processing (+28 per cent after +16 per cent). Forecasts for other industries make from -6 per cent to -14 per cent.

Inflationary expectations of Russian enterprises declined by 11 points and are now comparable with the level of expectations registered by similar surveys in European countries (-2...+20 per cent). A deceleration in price rise is predicted for all industries under observation. The most substantial deterioration of forecasts was registered in the construction (+29 per cent after +51 per cent) and in the mechanical engineering (+18 per cent after +42 per cent). Negative balances (expectation of an absolute decline in prices) still pertain in the timber complex (-21 per cent after -10 per cent).

Forecasts of changes in demand are deteriorating for a third month in a row. The most pessimistic expectations pertain in the timber-processing (-25 per cent), in the mechanical engineering (-15 per cent) and in the light industry (-15 per cent). In June the similar situation was registered in the petrochemical industry (-27 per cent). A growing demand (a positive balance) is possible in the construction and in the food industry.

S.Tsukhlo, R.Gershman



Agricultural and Industrial Complex

	The most important event of the last month was the rejection of the new RF Land Code, adopted earlier by the State Duma at the third reading, by the Federation Council. It was decided to launch a joint commission composed of both Parliament chambers to elaborate the document in order it “will become more agreeable to the peasantry and the society as a whole”. This fact shall be positively evaluated since even in case it would have been adopted by the Federal Assembly it would likely be vetoed by the President. A conservative nature of the document, its non-transparency and its intricate fundamental provisions have since long been the matter of concern for a majority of agricultural producers, experts and the public. The most odious is Article 142 of the document which transfers plots held in collective ownership (both those divided into individual shares of members of a collective, and jointly owned by a community) into hands of legal entities (agricultural enterprises). Besides, the Land Code imposed considerable restrictions on sales of land and prohibited land mortgages. The further fate of the document will directly depend on the outcome of the presidential elections.

	On June 18, the RF President’s Decree No. 933 “On Federal Program Aimed for Stabilization and Development of Agricultural Production in the Russian Federation in 1996 through 2000” was signed. The program in itself contains nothing new in comparison with previous guidelines of state policies and is, in fact, their accurate summary. The bulk of the document is of a declaratory character and remains rather a letter of intent than a program including feasible schemes of its implementation and financing. However, the making of the document in the process of the presidential elections may be easily understood. It presents still another chance for the authorities to strengthen their positions among rural electorate. The program confirms consistency of support for the agriculture (in the form of compensation for productional costs, sale of agricultural equipment on favorable terms, commodity credits, advance payments) alongside with more favorable terms for repayment of loans, programs of long term investment. The program makes a stress on agricultural protectionism and the necessity to restrain imports gradually while developing exports.



The Situation in Plant Growing and Grain Market Forecasts

	June is the final month for sowing summer crops. As per preliminary data, by mid-June areas under summer crops made 92.1 per cent of those sowed in 1995. Only sugar beets occupied more space in 1996 in comparison with the previous year (by 6.9 per cent).



Table 6. Summer Crops on June 10, 1996

			 (thousands of hectares)

_________________________________________________________

                                 1995   1996      1996 in %

                                                  of 1995

Summer crops sowed, total:     59589.3  54852.4    92.1

     on fields designated 

	  for summer crops          57254.0  53839.8    94.0

     on fields where winter  

     crops perished            2335.3   1012.6    43.4

Cereals and legume crops sowed* 38214.5  35096.2    91.8

     including wheat         13774.7  14423.1   104.7

Sugar beets                    956.4   1022.6   106.9

Sunflowers for grain            3267.0   3229.9    98.9

Potatoes                        337.1    320.6    95.1

Vegetables               201.8    160.2    79.4

____________________________________________________________

* - corn not included

Source: Goskomstat’s Computing Center



	The sowing of summer grain crops was very similar to sowing of other summer crops. In mid-June largest areas under summer crops were reported in Western Siberia (99.8 per cent as compared with the previous year). The situation in the Northern Caucasus was worse as only 76.1 per cent of areas were sowed with summer crops in comparison with 1995. The most difficult was the situation in the Rostov Region as normal sowing process was affected by a drought which occurred in the first half of May.

	The drought not only affected the sowing, but deteriorated the quality of winter crops. It is reasonable to believe that in some areas food wheat will degenerate to the quality of grain used to feed cattle.

	On the whole, as per Center “Sovekon” estimates, the areas under summer crops will diminish by 7 -- 10 per cent in comparison with 1995. The total decline in summer grain crops was caused by the drop in feed crops while poor harvest in the previous year stimulated an increase in sowing of food wheat, and the areas under these crops expanded by 3.8 per cent as compared with 1995.

	In 1996 the bulk of increase in grain production will be due to a good condition of winter crops. As Center “Sovekon” estimates, gross harvest of grain may be expected at the level of 75 -- 80 million metric tons as compared with 63.5 million metric tons in 1995. “The Grain Union” similarly estimates an increase in grain output at minimum 10 million metric tons.

	At the same time, in spite of a 10 to 15 million metric tons of predicted increase in output small stock of grain and a necessity to replenish it at the expense of newly harvested grain will cause strong demand for grain on domestic markets (it may be expected that grain imports will remain at a high level). On June 1, 1996, grain stock was 6.3 million metric tons, or 45.4 per cent of the previous year figures. No catastrophic lack of grain which was expected to happen at the end of the agricultural year (May -- June) was registered due to two reasons mentioned above: understated grain output volumes in 1995 and a good condition of winter crops allowing to keep large stock of certain crops at the last year levels. Thus, wheat stocks made 100.6 per cent of the last year figures. Good harvest in Western and Eastern Siberia in the previous year alongside with a favorable situation of crops allowed to keep stocks of marketable grain in these regions.

O.Melyukhina, I.Khramova



Foreign Trade

	The liberalization of the Russian exports has been practically completed as export duties on oil were abolished on July 1. The main principle which the state applies in its export policy remains a rejection of any measures of its qualitative restrain except in cases when Russia’s international obligations are involved.

	Russian exports in January through April of 1996 made $ 27.5 billion showing an increase by 9 per cent in comparison with the relevant period in 1995, at the same time exports to countries outside the former Soviet Union increased by 5 per cent.

	Exports grew mainly due to increasing volumes of oil products delivered to foreign countries (by 45 per cent), ferrous metals (by 32 per cent), aluminum (by 34 per cent), copper (by 47 per cent), nickel (by 15 per cent).

	Although exports are restrained due to internal price levels in Russia closing to those on international markets, until payment arrears problem is settled Russian export-oriented sectors will sell their products on foreign markets even if profits will be minimal since export transactions guarantee receipt of payments. So, exports will still increase at a high rate.
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	In accordance with governmental resolution No. 53 “On Additional Support to Domestic Exports of Goods and Services” enterprises producing equipment for export are granted loans from the federal budget aimed for their short-term financial support; the loans shall be repaid until the end of current financial year, interest is half of the Central Bank rates. Profits derived from equipment exports are exempt from the profit tax in 1996 and shall be included in gross profits in the future periods.

	Products imported for use in manufacturing of equipment which is to be exported are exempt from duties and taxes for certain terms. All these measures have allowed to increase equipment exports considerably, they made $ 2.6 billion in January through April 1996, thus exceeding 1995 figures by 34 per cent. The share of equipment in total exports increased and made 9.6 per cent as compared with 7.8 per cent in January through April of the last year.

	Imports made $ 19.5 billion in January through April of 1996, thus increasing by 14 per cent in comparison with the previous year figures.

	Since it is probable that some quotas will be introduced to restrict certain imports (alcohol, textiles, oil products) in the nearest future, growth rates of Russian imports will somewhat slow down.

	In January through April of 1996 the foreign trade turnover with the CIS member countries made $ 12.2 billion increasing by 40 per cent in comparison with the previous year, as exports grew by 27 per cent ($ 5.9 billion) and imports increased by 55 per cent ($ 6.3 billion). Due to a sharp increase in imports from these countries their share in the total Russian turnover made 26 per cent (it was 21 per cent in January through April of 1995).

	A decrease in the volume of imports in March as compared with February of this year has set no trends and in April imports grew again (by 22 per cent) while exports increased only by 12 per cent; a negative balance of foreign trade remained at $ 0.4 billion. The product pattern of Russian foreign trade has remained the same.

	As to deliveries made under inter-governmental agreements with the CIS countries, in January through May of 1996 exports ($ 50.8 million) exceeded imports ($ 42.1 million, source: “Roskontrakt”).

	At the same time, a negative balance was registered with certain CIS member countries: for instance it made $ 5 million with Russia’s biggest trading partner Ukraine. This situation is due to increasing foodstuff imports to Russia from neighboring states, especially those of sugar which makes almost 70 per cent of total Ukrainian exports to Russia in money terms. This situation affects Russian producers who lobby introduction of quotas for foodstuff imports from the former Soviet Republics. In February there was adopted a governmental resolution on quotation of alcohol and alcohol beverages imports, however it was suspended as being not in full compliance with the WTO requirements. In the nearest future a further increase in food imports from the CIS countries may be expected, and probably import control problems may be settled in the framework of annual bilateral agreements on trade and economic cooperation with these states since the agreements determine not only nomenclature and prices of goods, but also volumes of trade with all goods delivered on the equivalent basis under inter-governmental agreements.

S.Prikhodko, N.Volovik, N.Leonova



Energy Resources Exports: Real Trends

	Energy resources are the main Russian export commodities. However, incompleteness of statistical data often misleads in interpreting trends of energy exports. On the base of latest statistical data published in a number of editions a conclusion has been made that energy exports have sharply increased both in absolute and relative terms.

	The maximum level of Russian oil exports was reached in 1988, at that time Russia exported 256.5 million metric tons of oil, or 45.1 per cent of the total extraction (including 124.4 million metric tons exported to countries outside the former Soviet Union). After that oil exports constantly declined as oil production decreased. In 1995 oil exports made only 122.3 million metric tons, or 47.7 per cent of 1988 levels, while the share of exports in the total oil extraction diminished to 39.8 per cent. An increase in oil exports to countries outside the CIS registered in a few last years was due to a decline in domestic consumption and a radical change in geographical pattern of exports, i.e. growing exports to countries outside the former Soviet Union (Table 7) which allowed Russia to remain among major suppliers of raw oil to international markets.

Table 7. Oil, Oil Products and Natural Gas Exports 

from Russia in 1990 --1995 

�1990�1991�1992�1993�1994�1995��Oil, mil. tons��������Exports, total�220.3�173.9�137.7�122.6�129.8�122.3��Exports to countries outside CIS �  99.7�  56.5�  66.2�  79.9�  91.7�  96.8��Exports to CIS countries�120.6�117.4�  71.5�  42.7�  38.1�  25.5��Oil products, mil. tons��������Exports, total�  50.6�  46.1�  43.0�  47.4�  47.3�  45.4��Exports to countries outside CIS �  35.0�  27.0�  25.3�  35.3�  39.1�  42.1��Exports to CIS countries�  15.6�  19.1�  17.7�  12.1�    8.2�    3.3��Natural gas,

billions cubic meters��������Exports, total�249.2�246.8�194.4�174.4�184.3�192.2��Exports to countries outside CIS �  96.0�  91.0�  87.9� 95.9�109.3�121.9��Exports to CIS countries�153.2�155.8�106.5� 78.5�  75.0�  70.3��Note: the data for 1990 and 1991 reflect exports’ geographical patterns both for countries outside the former Soviet Union and for the former Soviet Republics.

Source: Goskomstat, International Energy Agency, author’s calculations.



	At the same time, absolute volumes of oil exports to these countries remain considerably below the level reached in the late 1980s. Total volumes of oil products and natural gas exports are also below pre-reform levels.

	An analysis of net export indicators (exports minus imports) according to Western statistics applied for evaluation of export dynamics also does not support the presumption of a sharp increase in energy resources exports. Thus, net raw oil exports fell by 43.5 per cent in comparison with 1990 figures, oil products exports declined by 5.6 per cent, while an increase in gas exports made only 5.1 per cent (Table 8).

Table 8. Net Oil, Oil Products and Natural Gas Exports 

from Russia in 1990 --1995 

�1990�1991�1992�1993�1994�1995��Oil, mil. tons�201.5�155.8�127.0�112.2�121.6�113.8��Oil products, mil. tones�  44.8�  40.3�  40.9�  45.2�  44.8�  42.3��Natural gas, billions cubic meters�179.2�177.8�187.4�168.4�180.3�188.3��Source: calculated according to the data of Goskomstat, IEA and the State Customs Committee of RF.



	A bulk of energy resources is being exported to countries of West and East Europe. At the same time, due to its resources and transport infrastructure, Russia still is a main supplier of fuel to countries within the former Soviet Union. However, falling solvent demand in the CIS countries caused by economic decline and by prices in the mutual trade closing to international level effected a sharp decline in Russian fuel exports to these countries. The outcome was that the share of non-CIS states in oil exports made 79.1 per cent, in oil products exports -- 92.7 per cent, in natural gas exports -- 63.4 per cent in 1995.

	In money terms oil, oil products and natural gas exports reached $ 29.8 billion, or 38.3 per cent of the total Russian exports in 1995. Oil exports made $ 12.3 billion, oil products -- $ 4.1 billion, natural gas -- $ 13.4 billion.

	The share of total energy resources exports in all Russian exports in money terms does not at present exceed the USSR levels of the late 1980s (at 40 -- 42 per cent) and is considerably below levels of mid-1980s (in 1984 it was 55 per cent, in 1985 -- 52.6 per cent).

Yu.Bobylev



On Amendments to the RF Law “On Employment 

in the Russian Federation”

	At present the number of officially registered unemployed in Russia gradually approaches a 3 million level. The law “On Employment” adopted in 1991 was based mainly on a theory. Now, as the employment service has accumulated a five-year experience of struggle against unemployment it should be amended. That is why new Federal Law No. 36-FZ “On Amendments and Addenda to the Law of the Russian Federation “On Employment in the Russian Federation” being a new version of the previous law came into force on April 20, 1996.

	The new law determines legal, economic and organizational principles of the state policy encouraging employment, including state guarantees allowing the RF citizens to  exercise their constitutional right for work and for social protection against unemployment. The law gives a more precise and broad definition of “employed citizens”. Employment is citizens’ activities tied with satisfaction of their personal requirements which do not contradict the RF legislation and from which they can derive their earnings. As before, any kind of work under compulsion is prohibited, while unemployment of citizens may not be a cause for calling them to account. To be recognized as an unemployed, a citizen shall be out of work and have no earnings. These citizens shall be registered with employment agencies in order to search for a suitable job, shall seek a job and be ready to start working. The list of persons who can not be recognized as unemployed has been extended. For instance, persons rejecting two, even temporary, job offers within 10 days from the date of registration with an employment agency are not recognized as unemployed.

	The new law pays more attention to questions of social protection in the field of employment, to carrying out of special measures encouraging employment of citizens within so called marginal groups (disabled, persons recently out of prisons, young people under 18, persons of pre-pension age, etc.). In case employers are unable to fill the quota for disabled persons, they shall make monthly mandatory payments to the unemployment fund for every disabled person not having a job within the quota set for their enterprises.

	The list of persons who have the preferential right to take professional training or retraining, to improve their qualification has been considerably lengthened. Besides, a term of labor agreements for persons willing to participate in relief works has been set (up to 6 months). The persons registered with employment agencies for a period exceeding 6 months have a preferential right to conclude such agreements. In certain circumstances the state guarantees to unemployed payments for a period of temporary disability. There are amendments to the Law concerning certain amounts, conditions and terms of unemployment benefit payments and amount of grants paid to citizens during periods of training and retraining. The unemployment relief is calculated as a percentage of an average wage received at the last job within three last months (not two months as stipulated by the previous law). The law defines a person who may be recognized as being dependent on an unemployed. In this case a half of minimum wage for each dependent on an unemployed is added to the benefit. There were also introduced amendments to the law concerning social protection for citizens suffering from radiation of the Chernobyl accident and from similar catastrophes.

�Since the transfer of  blocks of stocks pledged as security into banks’ ownership may after all not come off due to various reasons (this probability is not excluded even by the winner banks themselves), at the stage of effective loan terms the banks are actually interested not in strategic management, but in opening (keeping) accounts of the involved enterprises and in drawing  maximum profits. Accounts factor is of an extreme importance to understand the real motivation of  the banks.






