resolved tomorrow.

“External debts, as well, should be incurred only for the
productive sector, not for the benefit of speculative capital.
... We should lay the foundation for long-term projects
based on the latest technologies, and with a high rate of
return. This will be for the benefit of our children. . .. It is
high time to set up a special Presidential commission to unite
domestic science, to review the accumulated experience, and
to encourage domestic banks to take concrete actions, and
gear toward 21st century technologies.”

At a press conference one week later, Stroyev de-
nounced the current “tight money” policy as a prescription
for permanent diversion of funds from the productive
sector, into the GKO pyramid. “There is another option:
to make sure, despite all odds, that advanced, 21st-century
technologies are financed. This would create a tax base that
will stimulate the development of domestic production.” At
present, he said, funds from the regions flow to Moscow,
and “are used for various purposes, most often the redemp-
tion of GKOs. Let the regions keep the money, and direct
it into production. That money alone will be enough to
bring about an economic recovery, if the money goes
to support progressive and forward-looking programs in
industry and agriculture.”

The political dimension

Scant press attention in the West notwithstanding, Yegor
Stroyev is a major national political figure in Russia. An arti-
cle in Nezavisimaya Gazeta of June 9, one of many commen-
taries on the prospect of yet another complete overhaul of the
Russian power structure, focussed on his potential role, if
Kiriyenko turns out to have been a “temporary” figure. Author
Sergei Dunayev wrote that Stroyev had probably been offered
the premiership in April, but didn’t want it, after Glazyev had
warned him that the financial pyramid was about to blow, and
he didn’t want to be in charge when that happened. As “the
new government’s status and power capacities seem to have
tapered, the Oryol Governor discerns additional room for ma-
neuver, which is indicative of victory, rather than defeat, in
the government crisis.”

Glazyev’s ideas came through another political channel,
in May, with the circulation of a “program of escape from the
economic crisis,” adopted by a new political bloc, the Social
Democratic Association (SDA). The daily Pravda reported
on June 4 that “many well-known economists, specifically,
Sergei Glazyev, took part in drafting it,” in order to chart a
way “to prevent the final breakdown of the economy of Russia
and the impoverishment of society, and [to create], before the
end of the 1990s, conditions for the country’s extrication from
profound socioeconomic crisis.”

The SDA was proclaimed by its organizer, Oleg Rumyan-
tsev, as a “third force,” based on “an alliance of social demo-
crats and progressive patriots.” (In 1993, Rumyantsev was
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chairman of the Supreme Soviet’s Constitutional Committee,
when President Yeltsin abolished the Parliament, and then
crushed it by force.) Looking to 1999 parliamentary elections,
Rumyantsev said he would try to unite Sergei Baburin’s Rus-
sian Public Union, Dmitri Rogozin’s Congress of Russian
Communities (KRO), Glazyev’s section of the Democratic
Party of Russia (DPR), and other figures, such as Moscow
Mayor Yuri Luzhkov.

The SDA draft program incorporates protectionist mea-
sures in foreign trade, as well as drastic steps to promote real
investment, including creation of “a state financial and credit
structure (an investment bank) for the efficient concentration
of funds, the pursuit of a single resource policy, and supervi-
sion of the targetted use of long-term investments.” The SDA
program addresses “the menacing dimensions of the pay-
ments for servicing the public debt,” with a call to “restructure
the domestic debt obligations, [incurred] as a result of the
thoughtless build-up of public financial pyramid schemes.”
As opposed to “blind following of the prescriptions of the
IMF,” whose “regular upheavals on Russia’s financial mar-
kets . . . are acquiring an increasingly menacing nature for the
country’s national security,” the SDA calls for monetary and
credit policy that supports “the interests of the development
of our own production.”

Only a healthy economy
will save the ruble

Dr.Taras Muranivsky’s articles inthe Moscow press regu-
larly draw attention to the dynamic relationship between
Russia’s crisis and the world financial breakdown. His
latest, excerpted here, appeared in Ekonomicheskaya Ga-
zeta, No. 26, June 18, 1998.

If Russia follows the “rescue technology” for currency
speculators, as developed by the IMF, there will be not a
kopeck for the Russian economy. . . . In reality, the col-
lapse of the world financial system was the main reason
for the economic and financial tremors in virtually all
countries and all continents. Russia has, so to speak, picked
up the baton from Southeast Asia, with respect to a nega-
tive influence on international finances.

Therefore, the assertion of Central Bank chief [Sergei]
Dubinin, that several (as yet unnamed) currency specula-
tors acted against the Russian markets, for the purpose of
gaining by an attack on the Russian ruble, sounds the most
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What can’t be balanced

Some Russian coverage of Kiriyenko’s “anti-crisis” plan,
dubbed it a return to “statist” economics. In the middle of
his June 23 speech, which presented drastic budget cuts
across the board, the Prime Minister expounded the need
“to ensure the development of production.” He made hints
in this direction, in his speeches to the Duma during the
confirmation process in April, where he outlined a debt-
moratorium plan for Russian industrial firms, under which
a portion of their old debts, from the quadruple-digit inflation
in the early 1990s, will be segregated and deferred for a
long time, if current payments are made. There is also some
tax relief for manufacturers, relative to the raw materials-
extracting companies.

Kiriyenko told a June 21 TV interviewer, that he had
met with a “working group of the Federation Council,” while
attending the Petersburg Economic Forum, which group was
also working on “concrete proposals” to get out of the crisis.
He added that, in addition to formalizing his recent meetings
with leading financial magnates, into “a council of represen-
tatives of government and big business,” he was “conducting
discussions with the Academy of Sciences, about setting up
a similar council for consultations.”

In his crisis plan as a whole, however, Prime Minister

Kiriyenko’s hopes about industrial revival took a back seat
to his insistence upon “living within our means,” i.e., cutting
budget spending by nearly one-third, laying off 20% of
government employees, slashing everything except for
debt service.

Foreign Minister Yevgeni Primakov reflected in a June
25 speech in London, at the Royal Institute for International
Affairs, on the interface between Russia’s situation, and the
global markets. “Why did the Asian crisis hit Russia so
hard?” asked Primakov, “Because foreign investment was
mostly portfolio investment in Russian government bonds.
When the Asian crisis engulfed such strong countries as
Japan and South Korea, many of those who had invested in
Russian state bonds started to plug their own loopholes, by
taking money from Russia.”

Primakov said his country’s priority had to be real eco-
nomic growth. “We didn’t pay enough attention to economic
growth, because we were focussed on macroeconomic fi-
nancial stability, at the request of the IMF.” Now, “There
is no question of returning to the past. But we can learn
from the United States. During the process of recovery from
the Great Depression, Roosevelt took some state measures,
tax measures that benefitted the development of industry.
These are areas on which we plan to focus.”

plausible. Back on Sept. 20, 1997, Malaysian Prime Minis-
ter Mahathir bin Mohamad cited this reason, blaming spe-
cific currency speculators and the IMF for the devaluation
of the Malaysian ringgit and the national currencies of
other Asian countries. . . . Russia has now become a stag-
ing ground for these speculative games; instead of invest-
ment in production, Russia defends the interests of specu-
lative capital, which invests huge sums in the stock market.
This is why, under the guise of saving the ruble, the Central
Bank decided to triple the refinancing rate. Anyone can
see where this will lead. The fire may be smothered for
some period of time. But, since the domestic debt will
grow at a fantastic rate, it will be necessary to find means
to pay it off. Then, suddenly, the speculators will attack
again on the financial markets, and again the markets will
have to be saved with new foreign currency injections,
even larger than the last time around. . . .

Sergei Kiriyenko’s government has turned out to be
stuck in the slough of the ideological conceptions which
guided the Chernomyrdin team. Have they really still
failed to realize, “up there,” what a mortal threat the ideol-
ogy of monetarism represents to Russia and its very
statechood? . . .

The problem is not that some government officials lack
energy or executive zeal in tax collection. . . . Economic

practice is always based on certain theoretical conceptions.
.. . For example, we have been convinced, that the widely
advertised theory of Adam Smith, and its modern moneta-
rist adherents, is unacceptable, not only for the purpose of
saving the ruble from devaluation, but for restoring the
economy of Russia. The well-known Russian economist
and statesman from the turn of the 19th to the 20th century,
S.Yu. Witte, pointed out the colonialist nature of A.
Smith’s theory, while our contemporary, the American
economist Lyndon LaRouche, emphasizes that “free
trade” was always “a policy, imposed by Britain on coun-
tries, which were its victims.”. . .

In order to bring Russia out of its economic crisis, the
recommendations of LaRouche and other economists, on
the reorganization of the international financial system by
governments of sovereign nations, through an organized
bankruptcy process, are ever more urgent. The speculative
“bubbles,” with their unjustified diversion of resources and
hindrances to investment in the real economy, must be
given the chance to “pop in an instant,” depriving them of
the ability to parasitize on the body of the economy in the
future. Revenues from tax collection and from domestic
and foreign borrowing, should be directed to the develop-
ment of production and productive infrastructure. Only
then, may the ruble be saved from inevitable devaluation.
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