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Russia's Econon-rv and

Developn'rent of the Far East

Suc.qxo Turs uo

x April r8, 1998, Russiar Prcsidcnt Boris Yeltsin aud lapancse
Prine \'lirister Hashinroto R) utard lret at Kau:tna, Japar, for

their seconcl "ro-necktie" surrrnit. Most oftheir tirue * as spent revieu.
ing the temrs of the Hashinokr-Yeitsin Plan, u hich hacl been regotiatccl
ir Nor,enbcr 1997 at their 6rst nreeting helcl in Krasrtol'arsk, Russi;r,

there agreernent hacl becn reachecl to s,ork tonartl signing a bilatcral
peace tre:rt1 b1 the veirr zooo.'['lte Hashimoto-Ye]tsin Pl;rn covcrecl sir
areas of ccolomic cot)peratioD, inclrrcling investnrent, the training of
Rrr'sirrr er rh'ePrer rerrrr..rr rd cncrgr

During this Kau,ala neetilg, the tu,o Ieaders agreecl on the follou'ing,
visa-frcc visits for Japanese scholars aurl cnltnral lcaclers to the clisputed

Northern Territories; a feasibilih, stuclt ofgcncrators for the Norther n Ter-

ritories, u,hich had been plaguecl bv electrici\' shor tages; an cxchatrge

oflcaclers oftlre tu,o n:rtions: and al untied loan ofUS56oo rttillion front

Japan to Rrrssia, u,hich u,oLrlcl be part ofa LIS$r.5 billion loar prckage
that Japar, ir cooper ation with the World Bank, had pledgcd to provide
during 1998 ry99 lYoniuri Shimbtnt r9 April 1998 artl zo April rg98).

Generallv speakir.rg, hou,o,cr, business relations betu,een J:rpar attcl

Russi;r har,c been cool. Japanese inlestors ;rrc rclttctart to irvest in RLrs-

sia due to the shortage of capital for uoulcl be RLrssiar partners and

thc dangcrs posecl bv ar underdeveloped Russian corporate tax svstenr.

Although Japarese seltimelt toq,artl llussia has inrproved tn:rrkeclll,
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investors continue to vierv Russia as a risky proposition. Ilorvever, the
two governments have agrced to establish a joilt investnent promotion
corrpany to enhance lapanese investnents irr Russia. Exactlv rvhat kind
of "company," is vet to be detcrprinecl; discrrssions betu een the tu o gor.
err'l oer rls are or rgoi ng, Ni/roir Kei;oi S I t i t t bt t n zt {pr.i I r99R r.

The issue of financial resources is critical to revitalizing lapanese
investnrent in Russia and cngaging Russia in the Asia Pacific econonv.
Such engagemert requires Jaltarrese investment as ne]l as Russian
nrone)i, so it is necessarv to establish the necharisns whereby neu,
trtoney can be snppliecl to Russia. To ach ieve this. frLpr n shoukl assess its
crrrrent econolric relationship with Russia, firlll exarnine projects for
developing the Russian !'ar East, ancl subnit concrete ideas to errgage
l{ussia in the Asia Paci6c economr,.

IAPANESE VIEWS ON ECONON,IIC TIES
WITH RUSSIA

Positive shifts have takcn place. Since October rgg3, rvhen the'loklc.r
Declaratior.r rvas aclopterl, peopletoleople cortacts and training pro-
grarls at the national aucl local levels have helpecl to inprove relltiorrs.
The agencla for bilateral dialogue now inclucles politics, security, eco-
nornics, and environmental protection.

The rrain rc;rson for this favorable change is the trarsforntatior of
the RLrssian regirre. As Rrrssia has sought support for its econorric recor.
ery, it has looked to lapan :rs a potentiarl sonrce oftrade ancl investment.

lapan has also changed. A Julv 24, 1997, speech by Hashinroto to the
Association ofCorporate F,xecutives markecl a shift in political anrl psv-
chological attihrdes torvard Russia. In his speech, Hashinoto suggestecl
that "it r.vould not be good for relations behveen neighbors such as ]apan
and Russia to rentain at the current level, either in temrs o[tlre interests
oflapan or Russia or tl.re Asia Pacific regioir overall. Improverrent il
this bilateral rclationship is witliorrt clonbt one of tlr e nost important is-
sues facirg both of our governments as rve approach the hverty-first
certury." He addecl that he hacl told Yeltsin directly at the previous
rronth's Group of EightsLrmrnit in the U.S. citl of Denver that "we rnust
irrprove ]apan-Russia relations with a vierv to creating new cooperation,"
to which Yeltsin "responded reassuringly" (Hashinoto 1997).

Large-scaie ventures undertaken with lapanese participation have
showr progress. The Sakhalin-z oil and gas project is one such example.
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Projccts o[ ihis rruturc lrar,c tlrc potcrrtial to urrlock tlrc r ast crergl re

serr,es ofNorthcast Asia lrcl so corrtribirtc to tlrc political slabilitv arcl
cconorric grou'th ofthe regiorr.

Fivcr so, tJrere is a perlasive pessilrisrr ir the hro countr ies or er bi
laterll relations. This pcssinisnr is rootccl ir a ncgatilc historical Jcqao'
and huge cnltural diffeLences. 'l'here is also the problenr ofa u ar iness of
Russia ol the part oflapanesc ou'ing to lingcring inrpressions fron thc
colcl u'ar era. In aclclition, bilateral relations lack shirretl concepts aircl

effi cielt orgarrization.

Japan is :rlso faccd r ith darilting donrcstic cconorric problens, ald
)aparese inclLrstn is enclealorilg to restnrcture il order to sun'ive in
terrrational corllpetition. )'et potcntial partncrship riith l{ussi:r corrl<l

strellgther both countries ecororricrilh,. l:rpanese inclustrl'has long ex-

perience u'ith Russia, having cnjor cd big busircss back in ihe Solict dals.

lapan coulcl help RLrssia a great derl ir this transition per iod. Iflapan
contributecl to the ecorornic relrabilitatiou ofllussia based on prirrciples
suggested bv Hilshinoto o[tnrst, mutual ]:,cncfit,:rnd ir lorg-tern orien-
tation, both courtries coulclhaye a fruitftrl future. Lrcleecl. the hvo cour-
tries are neighbors ancl corrrplelrent each otlrer econouricalh.

ECONO\{lC l{rLI\TIO\S
BETW!]T]N ,IAI,AN A\D RI] SSIA

'l'he icv relatiorrs betu een lapal and Russia begar to thnv in ]unc r997.
Russian First Deputt Primc N4inistcr Boris Nentsov visited lapan ancl
charnecl his Japanese hosts u ith his thoughtful, pragrrr:rtic, ancl business-
nrinclerl attitLrdes. l,br exanple, he suggested that hc u,as reaclr', and that
it rvas il his irterest, to assist l'ith largc-scalc capital florr,s frolr lapan.
SubseqLreltll, in Jull rc7gT, Hashinroto anrrouncccl that lapan uoulcl
basc frttttre relations o1r tnrst, rrutLral beneEt, ancl long-tem coopera-
tiorr. The Krasrovarsk ancl Kau'rua "uo-lecktie" srrnrnrits u ith Haslri
nroto arrcl Yeltsin follou ed, signaling strong ir ltert to inprove relrtions
betu een Russia aril lapan.

Fiver though political relations bctu'een Rrrssia ald Japan have iru-
pror,ccl, tradc ancl investrrlelt relrtiols rernain sluggish. ln r995, Russia

reccivecl a total ofaborrt tlSS3 billion in fcrrcign dirccl irrvcstnrert, of
wLrich tlS$8o million (or 2.5 percert) r'as frorrr Japan. .,\lthough total
loreigl inr,estmcut in Russia ircreaseclto almost IJSST billion in r996,

Japarrcsc irrvcshrerri clecreasetl to US$zo nillion, or o.3 pcrcerrt ofthe
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total. In r997, Japarese investmert increasecl to USSr39 nrilliol, or r.r
percent oftotal foreign iuvestrrentir Russia. But, in 1998, Japan dropped
off the list of the top tuenty countries invested in Russia (Japanese
Association for'liade nith Rrrssia & Certral-Eastern Enrope, and the
Ilstitute for Russian & East European StLrclies rggga).

In terns of cuntulative investnrent in RLrssi;r, including portfolio
invcsbrrent and loars, Russia received US$z6.oz hillior bl,April r999.
()errranf is the largest investor, at LISS6.34 billion uith a share of 24..1

percent. The othcr top Eve countries are the Unitecl States, at [JS$5.o6
billion (r9.,1 percent); thc United Kingdonr, at tJS$3.45 billior (r3.3
percert); France, at US$3.24 billion (r2.,1 pcrcent); arrcl C)rprus, at
US$3.o2 billion (rr.6 percent). lapal is ranked ninth after Su,eclen, at
US$34o million rvitli the rroclest share of r.3 percent (Rrrssial National
Corrnrittee on the Cersrrs rggg).

Tracle betrveen lapan and Rrrssia is also relativelv sniall. In 1998, trade
betu eel the tu o arrorurted to l.ls$ j.8(r billion, u ith US$97o million in
Japanese exports to lirrssia and tJ5$2.89 billion in laparcse irnports
frour Russia (Japanese Association for Traile u ith Rrrssia & Ccrtral-
Elrlr nr Er r rolre.lrrd llre Irrrtihrtc lor Rrr55iJrI& I lit\l ErrropeirrrSlrrtlie"
r99gb). 'I'his lr,as a decline o[23 percent fronr rg97 to r998, nain]r,cltre
to the lhrssian ruble crisis in r998. In r998, Russia accounted for a nrerc
o.6 percent of]lpan's total tracle figrrres, o.z6 perccnt of Japan's total
exports, ald r.o7 percent ofJapan's total imports."

Pll.OJlr)CTS IN 'l'HE BAIK{L, ANll Rt]SSlAN FAR ll,\ST

Oil atrl Gas Projects

The resen cs ofoil ancl gas in Sakhalinskava Oblast, Reprrblic of sakha,
and the Irkrrtskava and Krasnovarskava Oblasts coulcl pla1,a significant
role iu neetilg thc energv needs of Northerst Asia. 'I'hc cstimatecl po-
tential resources ofSakhalinskaya Oblastarc a,36o billion crrbic ureters
ofnatrrralgas and 935 nrillion tons ofoil. Thc deposits ofthe Irkutskala
;rncl Krasnoyarskaya Oblasts:rre estimated to be as mLrch as r,3oo milliorr
tols of oil and 3,6oo billion cubic rreters of latrrral gas (Kalashinikov
1996).

With its currert finaucial clifEculties, Rrrssia alone hrs inarlequ:rte
capital to clevelop these elergv rcscrr es, so fo L eign in resh rren t is erpccted
'' Accor<ling to thc N,linistr\ ofFil.lce 11999), irr r9913 htal J.rpurrcsc c\ports :rrrounted k)
tlS$j77.75 billion rncl btal J.rprrcsc irrrports rrcrc t)SS:7o.24 billion itlSJ,r = Yr3o r9)
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b plal ar irrportart rolc. The colcl clintate ancl the lack oftcchnologr
ard cclrril:lncnl also:ruke foreign oi1 ;rnd gas cotttparics irrclisl>crrslrblc

to dcvelopirrg these Russiitn etrergv r csoutccs.
Il lclclitior, tire relativclr srrall Russian tlorrtestic narkcts fcrr rtatural

grs rrcl oil rrakc it unlikeh that Russia rr oulcl cler elop tlrc Baikal and the
Rrrssiln F:rrEitst reseLles for its ou n reccls. l 'h crelorc, platt s to cottrt ect

thcse gas fields r ith pipelires to suclr rrciglrboring cotrntries ls {-l}rira,

lrpal, Nlongolia, arcl South Kor ea arc cnrcial for the projects' teasibilitr'.

T'he Sakhalir-r corrsortitttn originatecl itr;r geueral agrccrttertt ltc-

tuecr the fr1:lurcsc cotnpattr Sakhaliu Oil ancl Clas L)elelopureut
Co., Ltcl. (Sorlcco) aircl ther Sor,iet Fbrcign ald Tradc Nlirristrl irr r975.

It xas reorganizccl in r995 rrith l{osreft-Sakhalin (Rtrssia), Sakhalin
nor lefteg;rs-Shclf1l{rrssir ), Soclcco (Japar ), artl Exxotr (llnited States).
'fhis projcct is focusecl crr cleleloping tLe ArkLrhrn-Degi, Chailri, alcl
Ocloptu fields olftlie eastenr coast ofSakhalin Isl:rnd.

T'he Saklralin z project 1>eean il r9,9r, :urcl sirrcc r99.1hits bcctr tlclcl-
opecl br tlrc Sakhalir Energl lnvcstmert Courpanr [,td., :rn itrtcru:r
tioual joint lcntrue iretu een NIar athon (thritcd States ), Nlitsui (Japan ),

Rovul Dutch Shell (thc Ilnitecl Kirgtlorr ancl the Nctherlaltls), rurcl

\litsubishi ()apar). Saklrrrlin lincrgl is erploling alcl deleloping the
Pilhrn-Astokh skoe arcl the Lrrnskoe 6eJtls r5 kilorletels ofl thc north-
castern coastofSakhalil Island. Corttntercial oil procluction startcd irr

lrrlv rg99 ancl licpicl nitttrntl grs procluctiou u ill start iir zoo3. Thc totrtl
cost ofthc project is estin:rtecl to be L.lSSro billior.

Projected tr irnk pi1>clirres u ill scrlice both Sakhaliir-r alcl Saklralin-2,

ald ri'ill link thcsc oil irrrd gas ficlcls b the souihcrl coast of Sakhllirr
lslard.

These oil urcl gas clcr cJoprrrert projccts arc' irtport;rni lot the ecott-

orny ofthe Baikal and tlre Russiar Far Elast, particuJarh Sakhalilskata
Oblust arrd Khabaror skv Krai. It is estirtiatecl th;rt chrrilg tJte itrtplcrtrett-
laLion of both Srrkhalir-r rncl Sakhalin-:, about LISSTq billion rvill be

pricl inb local colfers.'l lre rracltiuc-builtling ncl corrstrttction iudtts-
tries of K]rabaror skr Krai rnclPrirtorskr Krlicoulcllrarctltertttitltrccx-
pcricrcc of being lloocled rr ith orciers, artd ters of thousrurls of reri
jobs coulri bc crcatecl.

'l lrc Siberiart Lartd Bridge Prolccl

'l lrc Sibcria:r Land Briclge (SLB11s an interuatiouitl tratrspot tatiotr srs-

ten corrbining the serlices ofrailroacls, lrucks, :rncl slr ips for couvet inq
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containers between Russia, Eurol;e, ancl Central Asia (see Tanaka
r998 

'.

. The rrain artery.ofthis "bridge" is the Trans-siberian Railu,av, cor_
strLrctiol of r.vhich began in r89r for tralsporting nraterials and iurni
grar.rt Iabor to thc Russiau Far East. Opened irr r9rt with the coutpletiol
ofthe Anrur Raihvav Bridge, the Tians-Siberiari Railu.ay is aborit 9,3<.,okiloneters lorg, starting at Vladivostok ancl cnding iu Mor"urr,. Fio,,,
there it conlects to other railroacls that link it to Stlpetersburg and the
European cities ofBerlir aucl Budapest.

'fhe iclea ofthe SLB u,as realized in r9(r5 uhen J Iap:rncse cxDort
corrrPrrrrr .lrilrlx,ltrrrrlrcr I,orlrrrl lor firrlrrrrrl lr,,rtt yololrarrll r i;r r )lrrrrr,
Hokkaido, to Nakhoclka ancl then usecl the Tr.ans-Siberian Railu,ar,.
Ir tqrr,;r rcqrrlar rcir lirre rnrL. operre,l belrreerr \aLlrr.,tll.r.rrr,l Jal,rrr.'l lre lrirrr:il poirl u irs lrrlcr c lra rrg..J [roi rr \rk lro, ]l,r lo \ ortoclrrrr. ar rd
clrurlt'red lrr ir s beq;1s1lu hc rrrttl lor tlrc. lr;rrnilo[freiqlrl.

The greatest advantage ofthe SLB is ir clistance Incl tiure. Tra,,s_
portirg freight from Yokohama to l{otterdaut via the Sl,B is r3,ooo kllo-
rreters. cornparccl uith zo.7oo kilorueters lia thc Suez Canal. T,he
difference in tirnc is hrer\-fire clavs r,ersus tirirtl, days. N{oreoyer, the
SLB proved to bc rnore appropr iate for conveying r eirigerator contaili-
ers than the sea route.

The nunrber ofcol)tailrers transportecl bt thc SLB pe:rked in rqg3. In
the bcginrring ofthe r99os, rrsaqe feiJ clra n r.r ijc,rlh due to in5tabilih fror r r

the clissolutiou ofthe Soviet I Irriou. Ftel arrd eJectricig, costs shoi rrp as
a result of price liberalization, as did tolls for the SLB and chargeifor
port facilities and ships. In contrast, the costs involved in Lrsirg tie sea
route rverc lou eretl.

'l-he I Iash iuroto-Yeltsin Plan u,as a statelient of joint sLrpport for the
SLB, particular\, for rnoclernizing the transportatior netu.ik. R,,rriu
managenrellt personnel, inclucling officials frorr the Ndinistrv of Eco_
nonric Affairs and the N{ilistry ofRa ilu a1 s. rverc in ited ro To(1 c_, to clis_
cuss practical concerns r.r'ith officials fronr Japan,s Mirristry ofTransport.
Japan is low implenrenting its practical support.

The Tunrcn Ri,er Area Economic Deyelopment project
'fhe Trrnten River project zrinrs to clevelop the liuncn llir.er clelta near
tlre Chincse-North Korean-Russian borje, as, certer for conrrnocliq,
distributiorr. tr.rde, arrcl indLrstrl lsce Kagey,alta alcl Nishikata rggg).
l)crt lopirrq lrilr\ln,rtdlior lorrlcs lrorrr Norflrelrt e lr irra lo llte Seu ol
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Jap:rn ancl crirarcing hadc uitlrin the region arc iuclrrclccl irr tlrc plans.
Thc Unitcd Natiols Developnrerrt Programme dccicled in its I, iftlr

\\brk Plan, rggz r996, to 1;articipate i:r the Tumen River Area Develolr
ruent Program. A Prograrl Nlalagenrclt Corrtrt rittec (PN4C ) u as estalt-
Iished in rg9z, u,itJr the rneurl>ership olCIrira, North Korea, Ntonqoliir,
Sorrth Korea, ald Rrrssia, to exchange aucl coordirate vieu s about the
project.

At the sixth nreeting ofthe PNIC irr Deccrnber rg95. t)re nrembcr
countr ies agreed to cstablish the 'lirrren Rivcr Arca Dcr,elopurerrt Co-
ordirration Conrurittee ard the Consrrltiitile Commissiol for thc Dc-
vclopurertt of the Tumcn Rir,er llcorionjc l)elclopment Area and
Northeast Asia.

The th ircl intergoler nnrcntal nreeting u,as hcJcl in Bcijing il Noveu-
bcr r9g7, u ith PNiC corrntries ancl other countries ilterestecl in Tunen
River delclopnrent proiects aticncling. 'l he agcndl inclurlccl capital
rnol)iljzatiou, environrreirtal plotectiol, :rncl tourislt proltotion. I)is-
cussions also aclchcssecl openiug tlrc Sino-Russilrr borcler to forcigrrers
ancl cornrnencirrg clircct iltcrn:rtional flight sen ices to alcl frorn the
rcgion.

.Japan rvas inr,itecl to the sccorrtl meeting of tlre Corsultative Conr-
rrissior in OctobeL rg97, but it clrose to ] cnrilin iur obsen'er. As of the
surnncr o[ r9g9, there is ro progress or] Jlpanese inloJvcnrelt in this
project. Based ou firture prospects thurrgh, Japar u,oulcl clo r ell to par-
ticipate ir tlre project ancl so u ork to fittlrer regional political and eco
rrorric stabilitr,.

THFI ITICONO\llllS Ol,'ASL\ AND RLISSIA

Asia's ecorontic tLrrmoil rvas set off br, 'I hailancl's delaluation of the
baht in Jrrlv ic797. In'l'hailarcl, thc nrling Chalalit lirrgchrinrclh gor-
crr rtertt lost clorrestic srrltport il the face of lrounting public clistrust,
aud the Chll:ln Leekpiri governrrenf took office irr Nor,errrber r9c77.

C)nce hailecl as a nrodel ofrlevelqrmcnt-orientecl clictatorship, hrcloncsi.r
uas cltaggecl cloul bl econouric problenrs stemrring fron ticlesprcad
rtepotisrn in the Suharto regime. Presiclcll Suh:irto u as forced to resigl
il Mal' 1998, u,ith Vice Presiclent B. l. Ilabibic rcplacing hinr. Iu South
Korea, thc inr estigation into past presidentirl cormption proved to be
lcss thau exhauslivc arrd tlre gor,ernment's fiilure to act su'iftly vis ri-r is

the problcns of the nation's hugc corrgJorrcr atcs resultcd irr the u,ou



DEVELOPN{EN'T OF TIIE FAR EAST

con)iug under great pressure. Like Thailand and hrdonesia, South Korea
rvas forcccl to requcst aicl frour the International N{onetarv Frrnd (lMF).
T'hailand, Inclonesia, arcl Soutlr Korea each shareil rustable political
sitnations, nonbank lenders beirg saclclled rvith huge debts, and current
accorurt deficits.

Meanwhile, Japar was chalJenged b1, serious creclit problems in its
financial instjtrrtions, a sihration that a strong l,en exacerbated. Chira
faced the thomy issues ofboth its state enterpriscs and its banking scctor
being heavily inclebtecl, and tlie key qucstion for the region u'as u'hether
China woulcl be ablc to resist clevaluing ttre 1,uan.

The Russial economy was rlot able to esc;rpc the cffects of the r\iau
financial crisis. At the end of 1997, Russia was slrou,irg signs of eco-
norric recoverv and it recordecl significant progress so nruch so that
nrany felt its ecoromy ha6 Lrr'tn,,rrorpects. L)flation declinecl to rr per-
cent in rggT fiorn z2 percent in 1996, whilc econornic grouth shorvecl a
modest ircrease for t]rc first timc sirce econornic reform began in 1992.

Morcovcr, ;r trade surplus of US$33.r billion s,as recordecl in 1997. This
progress rv;rs erpectecl to be sust:rinablc.

Yet tlre perspective tirat the Russian econonry u,as ricling a risirrg crrr-
relt rvas clashed bl the emergence ofcritical new factors. T'he nost danr-
aging of these r,r'ere tlie fall in thc intenrational price of oil-Russia's
biggest foreign currency earner-and the withdrau,al offoreign capital
from RLrssia due to the Asian financial crisis.

On Ma1,z7, rg98, Russixn Priure Nlinistcr Sergei Kirivcnko an-
nouncccl a tripling of iltcrcst ratcs-to l50 percent to defencl the
mble. This cffort, hoq,ever, dicl not elilrinate pessiIrlistic yiews about
the Rnssian economl; rather, a Russi:rn finarcial crisis u as considcred
inevitable. This rvas so for at least three reasons. First, total Russial na-
tional debt rvas ,g percent of gross dou)estic product. Seconcl, lltrssia
had to recleerr LJS$63 billion oft IS$75 billion in govenunent bouds bv
the end of r9g8. Thircl, Russiar govcrnnrcnt bonds conpriserl 34 pcr-
ceirt of national expencliture.

C)n Augtrst r7, 1998, unease about the l{ussian financial systcnr rvas

actrralizecl. Prime Nlinister Kirivenko annourced that the ruble u,ould
be allor.vecl to flrrctuate betueen 6 aud 9.5 rubles to the clollar rurtil the
cnd ofthe year. IIe:rlso said there rvoulcl be a lincty-dav rroratorium on
servicing foreign debt, as u,ell as a restnrctrrring of govenrnrcnt bonds
before the elcl of 1999 (lladio Free Europe/l{adio Liberty r998a) Al-
thongh the Rrrssiiur governrrent clid not irdnit to th is being a dcvalrratiorr

B9
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of thc rrrblc. thc rtrblc lost tu o tlr irds of its r,alue il trr o u eeks (l,bssatcr

r998 ).
Thc Russiau government's finalcial neasrrrcs of ,,\ugust r998 frrrlhcr

clarrraged the l{ussiar banking sector. L)eprilecl of licluitlih, par.mcrrts,

and srlaries, lrarrr Rtrssiarr banks, irrclrrding tJrree olthc "big soerr"-
Lrkorrbairk, Menatep, ard Onerinbmk- declarcd bankruptcr'. Orll
eight nronths ear Jicr, in Janrran r99E, th e "big selen" ofAlfa, Inkoir ban l,
LogoVAZ, N'leuatep, \'Iosi, Orcrinbank, anci SRS-A(IRf) n ere s;ricl to
corrh-ol half of l{ussiir's econorrr' (ll.aclio liree liuropc/Radio Libertv
r998b)

Thc Russial govenrrrent lras stmggled to regain finarcial crcdit..,\t
thc crtl ofJulv r999, for tlre first tirrrc since tlre ,\rgust r99E crisis, [{ussi.r

receivecl approval for;rn IN{F loan progralr ofllS$.1.5 billion. But Lrn-

casc about Russia u ill contirure so lortg ls ther e is iro inrlrt.or crnerrt irr
llr- Rttr.i;ttrguvelrrriLrrl\ L urrtrul ur cr tl. hrrarrr.. ,.

As in Thrilancl arrd Incloresia, the fiirancial crisis stronglr inrpactecl
l{Lrssian clomcstic 1>olitics. Presiderrt Yeltsirr disnrissed Kirilcnko rs primc
rririsier ol r\ugrrst u 3, rg98. Althouglr )'eltsin frrilecl to get fcrr urer Pr ime
\'linister \/iktor ChcLuomlrclin rcilstallcil, hc sLrcceeclctl iir gctting Rus

siirrr parlir ment irppro\ al of Foreigr Nlilister Yer ger rl Primakor as prir ne
miristcr that Septernber. In Nlal rggg, Yeltsir clisirissed Prirrlkol as

prinre niristcr;rncl clid the s:rnre three lnorths later \\'ith his successor,

Scrgei Stcpashir. \/laclinrir Prrtin is the leu Russi;rn prinrc nririster.

Co\Ct,IiSIoN

l(ehtiols betrr ccr fap;ur ancl Rrrssia Jra\ e irlpro\ e(I, l)ut littlc crpar rsion
oftracle aud irrlestrnelt has taker placc. J;rpar ticls that Russia nrust
ii ork to stabilizc its econonl ; brirg its leg:rl, tar, alcl accounting slstelr. s

rup to intcnratiornl standarcls; ancl cradicatc tlre actir,itics olthc Nlafia
arttl otlter ecolomic crininiils.

lhrssia has a full cotr. plcmcnt ofproblcrrrs, but Asia Pacific countr ies
riorrlcl cloucll to tl, to get alolg rliilr ltrssia. l'his is cqrecirlh sidcnt
r(girrrlirgllreB,riL.rl ,rrrrll{rr'.i.111f.11 L.r'l r,gi,,rr'..\'i:r P,rtili.. t ',rrrrlri,.
lltle a big opportrrnih hcre to strcngthcn econolric rclaiions througlr
lrarlc artd irtlestrreirt, u hich u oulci directlv improlc livirtg str:rtlarcls irr
thcsc rrcas. IfAsia Pacific corintries er1>ort their teclrrologr arrd capitirl
to thesc rcgions, thc Baikal irrcl RLrssirl F-ar Flast u ill bc ablc to crl>ort
their natrrr:rl resorrrces to Asia P;rcific.
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Tlre Japancsc govcrnmcnt has rrade coucrete efforts to improve re-

lations with RLrssia, particularll in the strategicalJy irportant Baikal ancl

Russian Far East regions. Yet obstacles rernain. One !,pical exaurplc:
'l'he Sakhalirrskay a C)blast adrrrinistration needs to reconstruct its inter-
n;rtional airport. T'he Japanese lixport-Llport Bank is reaclr to firtartce
tl.re project, but according to Orgarizatior ftrr l-,conorrric Cooperatiott
ancl Development gnidelines, a borror.r'er hars to l;ear t5 percerrt ofthe
total cost ofthe project, rathcr like a dorvn parrrcnt. The Sakhalilskava
Oblast administratiorr has askcd the lapanese contractor to uncleru'rite
tlris perccltagc, m:rint:rining tltat it rvill gttarantee repay:trerrt. As tlte
bank has beel Lrnu,illirg to acccpt this guarantee, tltc project corrld not
go foruard for a verl'lorg tinrc, drre to a shortage ofappr orinatcll US$ro
rnilliol. Ancl Sakhalin is in r clativel)' better fiuancial shape thar othcr
regioual arlnrinistrations.

Tlie INIF, the \Vorlcl Bank, ancl the European Bank for Reconstrtlc-
tiol ancl L)o elopnrent are ir fact crrrrcntlv rvorking u'ith Rrtssia on spe-

cial Enancial lrrangeurents, but filancing has conceltratecl on projccts
in Nloscou, iurd central RLrssia. Thc Baikal and llLrssiarr F;rr East regions
have gone u,ithorrt filalcial :rssistance, rvhich is orte reason for the u,or-

sening regional econonric situation. Accorclilgly', Asia Pacific counhrc"
rnay'find it clesirable to establish thcir on'n special finarcial rrecha-
rrisrns.

Such filancial resources shorrlcl corcern themselyes ercltrsivelv alrl
specifical\'u,ith projccts that itre irrclispensable to the ccottonies ofth e

B;rikal ancl lltrssian F:rr East regions. As these regions lack firncls for thc
ilorvn parrnent on projects to be Elanccd bv foreign gor,enrnrcnts, priot-
it,v shoulcl be given to suclr firancing. Finalll, the Irechalisms shoulcl

be intcrnational in naturc, rvith the goverrurerts of;\sia Pacific coun-
tries inr,esting in thenr il orcler to clo,clop and foster econortric ties rvitlr
the rcgion.

Ifthese kincls ofrrech:urisnrs can be establishecl, projects in the Bli-
kirl ud Russiarr lur l,iast regions u,i1l be able to nrole foru arcl, facilitat-
ing thc cngageme ntof Russir,r utcl especiallv these regions irrtlreAsi.r
Plcific economr'.

'l'he Japarrese airrl Russiarr govcrrucnts har,e agreecl to establish a

joirt irrvesbrent pronrotion conrpiurv to enhlircc lap:rncse investmertt
in RLrssia. With srrch a courpalr, )apan u oulcl ltar,e a good opporhulih
to crcate rurltiregional, mrrltipurposc financial mecharisrns - togcth cr
rvith.,\sia Pacific parhrers to support thc Baikal arcl Firr Flastenr regiorrs.
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'I'lie d;rys of illusion ancl overexpcctation have passed for Russiarr

people. Asia Pacific countries rtiglrt loq u,ork rvith Russia to put to posi-
tive use the financi;rl resources Asia Pacific offrr: so that the RLrssiarr

Icople rttar lire bctler er'r,rrorrric Iives
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