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Prof, s, Fischer 
Prof, J, Saohe 

A Timetable for Maoroeoonomic stabilisation in Russia 
1, Far several import an с reasons,, 'Russia and the should set 
a clear for macroeconomics actions during the ns>it few 
months. This -timetable nho^ld define Fussian macroeeonaroic policy 
actions and corresponding W^stWrn , support (conditional on the 
fulfil Invent of tfe® reform actions; byi the Russian Government) The 
forthcoming elections and the beginning of a now calendar year are 
11Ш crucial markers around which policy must be devised, 

2 . We proposa the following timetable г 
October 

Thfi RijrfH rrn йпургпш^п!" ntin Гр^гМ RnmY of if user ia. (СВР.) would agroo 
to monetary targets, already out.l|ined by Finance Minister Pederov, 
that Would have the effect of holding overall money growth to 
around 25 percent for the fourth quarter, or around 8 percent per 
month, The exchange rate could remain. stable at least till the end 
of the vaar und^r such policies, ianci there would be a good chancs 
for inflation to come down. to single digit rates by early 1994, 
Specific credit targets would be as'follows. Total credit emission 
by the USR would be limited to 6 l-rillion rubles (4,6 trillion to 
the budget, 1,4 trillion to the commercial banKs), Assuming a 
decline in hot iate^rn^tionai r w o n e s оt 51.75 billion (as Russia 
use я pairt of the IMF and World Banx money) , and the maintenance of 
a »tabl» exchange rate of 1150 rbi's/S, the monetary base would 
increase by 4 trillion rubles,., on a base of around 15 trillion rbls 
at .-September, • 
Based on these targets, the TM.P and ftus&ia, would agr&© on' the 
release of the $1.5 'billion...fiTp. An agreement.with the IMF should 
be reached m the second half, of October, for disbursements 
available starting in November. Similarly/ 
Bank '.Rehab Loan ,11 should, also; be' renegotiated in ootober for 
release in •ioveiuber, ' : 
EOJl^Bfe-^-R^oembe. r ; _ 
Russia would maintain the targets s®t in the October accord with 
the IMF and World Bank. Russia would also complete a framework 
budget and monetary program for 1S94', .is veil as an agreement with 
the regions on expenditure and tax assignment for 1994. 
Russia and the IMF would immediately enter into new negotiations 
for 1994» There would be two goalst a one-year standby loan and 
tne aestivation of the ruble stabilization fund» Simultaneously 
Rttessia and the World Bank would enter into negotiations over a $1 



billion package of social support funds: $500 million in a new 
Oblast Support Fund and 5500 million in a new social Safety Net 
Loem (both loans have alidadу bean announced in principal/ but not 
yet negotiated) . The target date would be March 1, 1994 for 
implementation.,of these two new World Bank loans. 
January 19$4 
Assuming that the previous months1 policies haV£ gonfc Veil,» SUissia 
would be in a position to implement a publicly announced pegged 
exchange rata. The rate could still be around 1100-1200 rbls per 
dollar following the successful implementation of the -monetary 
program for the fourth guar^r of , 
ТЬй new pegged exchange rate would be backed by the $6 billion 
stabilization fund arranged In Hov&wb^r-Dacember, (After 
significant stabilisation has been achieved, the pegged rate could 
bo converted into a crawling peg). -The IMF standby loan would also 
be in- place as the new Parliament gets organized. M$w 
Parliamentary leaders would be briefed on. the $13 billion or so of 
foreign assistance soon to comes on line ($4 billion IMF standby; $6 
billion stabilisation fund; $1 billion in World Bank support for 
the social sector;- $2 billion in privatization funds and Wttrlcs Bank 
financial sector restructuring loans).- The cliche of "no real 
Western assistance" would be definitively laid to rest as Russia's 
new Parliamentary democracy gets underway. President Clinton might 
well toe on hand for his summit, with President Yeltsin to help 
explain the new package. 

The new Parliament would begin sitting. 
3. Some important, eeuaaeivts are in order, especially about the very 
real obstacles that could frustrate this proposal. The first 
potential оЬя'Сй.е'Хе Lb e£ course -the curi'4nt w£ tins CBSU 
While progress is conceivable now under the current management, it 
would be vastly mor® lively with a new Central Bank management. 
The senior "management of t-he CBS is once again trying to undermine 
monetary disciplines/ this time by promising to transfer new Russian 
currency notes to other CIS states before there is any 
demonstration whatsoever of adequate budgetary, monetary, banking, 
privatisation, or trade policies in those other states, The 
current CBR leadership has all along been aiming to reconstruct the 
Soviet Union and Gosbank. along with it. On much more mundane 
matters, the CBR continues to hide data from the Government, and 
gives every sign of internal disarray and. corruption (e.g. 
kickbacks on bank loans). 

4. The second potential obstacle is th<* '"ruble area" itself, if 
the current CBR leadership succeeds in transferring new ruble notes 
abroad and (even store impoKu&nt) startle honoring non-cash money in 
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other republics as Russian rubles, the chances for stabilization 
might suddenly toe lost. The IMF should sand Yeltsin and 
Chernomyrdin a strong letter advising them that ajrsjijan&deri. actions 
to unify , the ruble ..the neighboring states would almost 
surely delay rapid disbursements of aid, by underlining effefctjvg 
roonalfflffy^gflfit^-^. one®, again,! Tte IMF would have to enter into 
dfttailea netfftfciatifcns Vith the partner countries before Russia 
could qualify for a program, i The U.S. Treasury should similarly 
•weigh in with a warning that mew, open-ended monat&ry commitments 
by Russia• to other states would undercut the .basis for rapid 
WtstoLe,in hwijj Lu Russia. There is Incredible naivete or, the issue 
of the ruole zone at the top of the Russian Government, where the 
idea of 3 unified currency rounds nice, wholesome, and easy. The 
top leaders apparently' do not' understand why it is taking Europe 
forty yeax-s; or more to reach a single currency* 

5. The. third potential obstacle is the natural view among some 
Western participants that we should proceed cautiously, one step at 
a fciiftte, without laying out any'timetable beyond the disbursement of 
thte S billion . According to this vi^w, we should finish the 

, Sfefe how it goes, let tba Parlitment be sleeted, -.and then 
return in early 1094. It sa^ms to ues that logic ышД international 
experience points powerfully in the other direction. Wfc have a 
very strong opportunity tc help keep Russia in the reform path by 
setting aid targets arid policy guidelines1 that will bridge the 
elections. and that will therefore be in place as a new Parliament 
CGHtes into office, Of course,lif things go badly, then the program 

This powerful bridging mechanism is clearly at work in Poland. 
Thank goodness .for the two-step Polish debt reduction, which 
requires the new government to' stay on track vith the IMF in order 
to qualify for the second stage of debt relief. .Remarkably, during 
the Polish campaign, the post-pomsriunists (SLD) made a strong point 
of saying, that while they -waited to renegotiate the IMF program 
they would do nothing without!reaching a prior agreement with the 
Fund. ; ! • 
6. The fourth potential, obstacle is the fear among some Western 
participants that we (and Russia) should not commit to a stable 
flsKchanga rate at the "start" lof stabilisation. The risk, it is 
argued f is that an IMF stabilisation fund will be quickly-
exhausted, or that the Russian Government will quickly lose 
credibility. Unfortunately, this kind of pessimistic 
incrementalism i® almost guaranteed to become a self-fulfilling 
mechanise for failure. High inflations end rapidly, not gradually. 
Almost all successful stabilization programs around the world have 
involved some sort of decisive package of actions, including a 
combination of foreign aid, domestic reforms, and exch&nga rats 
pegging. By coming as a highly publicized package of actions, the 
government thereby sends a clear signal of commitment to the 
population {and, very importantly, to its own bureaucracy). This 



was the mechanism of the 1985 Israeli progtau, which wao 
coordinated with U.S. aid? the 1S87 Mexican Pacto? the 1990 
Balqerowicz Plan, dramatically backed up by a $1 billion 
stabilization fund; Che 1991 Argentine Convertibility Plan? the 
19^2 Estonian currency board г and so forth). 
7 _ The fifth potential obstacle is the Russian Government's 
constricted view of what its possible. We risk, as usual, getting 
stuck in a vicious circle.' Th& Russians think that По real aid is 
going to b© forthcoming, at least not soon enough to make strong 
С01ЮД laments, The IMP thii-Jie fchat only limited pr?1 ,icis£ ar® q^inq 
to be implemented. We up in the equilibrium trap of lowered, 
expectations on both sid©-s, If the T.-?£st can agree, to a serious and 
ambitious timetable, it would be useful for Camdessus, Summers, 
Stern, Bruno, ate,, to go to Moscow, to brief the Russian 
leadership and try to get - something in place soon. ELSUei^nt 
Yeltsin and Priatfe Miniafcer Chernomyrdin ahoulA..understand clearly 
and • « a t esr or i a all у , that more t,fr.an ..$1.0 billion, of ., r.ar.u,sL!y 
4ist>ursable aid depends, on choices on the ruble, zone, the Csfltral, 
Banfa, "budget• This message should be delivered within the 
next few day© at'the very highest levels of the Russian Government 
(and. not just.to our reform friends in the cabinet via an IMF 
mission I) . 

8. Th<s main analytical point is that real stabilisation is 
ьройс!»!,*», здй-has bees .рл£зАЫ«. f<?r several month a, Indeed, the 
ruble Exchange rats has depreciated by only 2 0 percent during four 
months, or by 3 percent per month* The budget is in difficulty,, 
but the fears of its getting completely out of control resulted 
trom JrsrIittaBJiUi'y Lia-e&t», and internal divi»ionfi in thp 
government (while Lobcv was still Economy Minister) rather than 
economic fundamentals, Foreign exchange reserves have accumulated 
on net during the period since June, Regions are once again paying 
Ih&ii UiSMs-s, ajival fehese io room for a real fiscal flgrp.p.mpnt with the 
regions for'1994 (based cm a new scheme for tax assignment, giving 
more flexibility to' regional governments). Under plausible 
conditions,, money growth can be held to around 6 percent per month 
in the last three months of the year, 

• • -J. • 

Some Russian and Western observers currently feel that 
stabilisation is beyond reach» Such a mistaken feeling has been 
characteristic of every high-inflation country on the brink of 
Stabilisation. (Who really beliav* d as of November 19*Ŝ  thst 
Poland would soon have a stable, convertible currency? Or that 
ИлиЧи!, -я; Argentina, nr Urn o'tfcore, could qnir-Vlу pr.rl укъгъ af 
chronically high inflation?). Perhaps surprisingly, the "economic 
and political fundamentals in Russia bring stabilisation within 
reach; the budget is actually manageable; the political timetable 
is favorable? the Russian people desire monetary stability, This 
is not an opportunity to be missed. 
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