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Tny6oroysasxkaeMoMy I-Hy Ceprero ®unatoy
PyrosonuTemo AXMHHUCTPALIUK
IpesunedTa Poccuckon Menepanunt

Mockea, Kpemab

27 mag 1993 roga

Busur copa Yrumsima Paiipu,
IIpesupenTa MexayHapogHO#A ¢uHAHCOBOM Ropropaiun (M®K)
2-6 wioHs 1993 ropa

Baue TIpeBocXOQUTENECTBO,

Cap Yuneam Panpu, Ilpesunestr M@K, 6GymeT HaxomuThess B POCCHIICKOM
Mdemepalny ¢ BUIUTOM B neprop co 2 o 6 uions 1993 roga. OT nmenn Capa YunbiMa
Paiipu uMelo dectb npocuTb Bac 06 OpraHM3aiuu uig HEro HENPOLOJDKUTETHHON
Gecensl ¢ r-HoM [IpesugerTrom B.H.EnsUHHBIM. EcliM emy 6yIeT NPEIOCTABIEHA TaKAs
BO3MOXKHOCTB, TO B X0lie 6ecens! B r-HoM Hpesugenrom B.H. Ensuansiv Cop Yunsam
MOATBEPANT FONHYIO MOANEPKKY €O CcTOpoHB M®K nporpamMsl oCyuecTBIeHHst
SKOHOMHYECKHX pedpopM B POCCHM MyTeM 0KasaHHH TEXHHYECKOTO CONSHCTBHA H, ITO
elme Gonee BaXXHO, NMyTeM NPENOCTABICHUS HOBHIX MHBECTHULM B SKH3HECTIOCOOHBIE
TIPOEKTH! PA3BUTHA YacTHOTO CEeKTODA.

Yro Takce M®K? Cerogus MK npencrapnser co60H KpyTHERUMIMIA HCTOYHHK
TPAMOTO (PHHAHCHPOBAHHMS OPOEKTOB YACTHOTO CEKTOPA B PAsBUBAIOIIMXCS CTPAHAX U
ABIAETCA CIMHCTBEHHBIM BAXKHEMIIIMM MHBECTOPOM B DA3BHTHE YACTHOIO CEKTOPA B
LentpansHoil 1 Bocrounoit Espone. M®K - MexAyHAPOIHAS OpTaHU3ALMS, KOTOPAS
Oblma co3faHa B 1956 rofly ¢ LEnsIo CTUMYIBPOBaHUS DKOHOMUYECKOTO PASBUTHA IyTeM
NPENIOCTABNEHYS. MHBECTUIIMA B Pa3BUTHE YACTHOrO CEKTOPA Pa3sBUBAIOIMXCS CTPAH-
uneHoB M®PK. M@K sxopur B coctaB BceMupHoro GaHKa, HO SBNSETCS €ro
HE3aBHCHMBIM UJIEHOM H O4eHb OT Hero oTanyaercs. OHa OCYIIECTRINET HHBECTHIINM
TOJIBKO B YACTHBIA CEKTOP M He TpelyeT MpaBUTEeNbCTBEHHbBIX rapanTuil. MOK crpout
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CBOJO JIESITENBHOCTh HE3aBHCHMO OT MOJIMTHIECKON KOHBIOHKTYDHI M IIPABUTENLCTB. 32
36 nmer paGorsl M®K mpemocTaBmna (GUHAHCHPOBAHME HA CyMMy OKono 11
Mapa. pomnapos CLIA ms Gonee 1000 xomMnanuit B 98 paspUBAIOIMXCS CTpaHaX.,

Kaxkux pesynpraros MOK noéunace B Poccun? M®K Havana pa6otats B Poccuu
B texa6pe 1991 ropma. 3a 510 BpeMst MK Grimu:

- Pa3pabOoTAHbI M YCIIELIHO OCYILIECTBIEHbI NPOrpaAMMBI MAJION IPUBATH3 LM
B Huxeropopcko#t, Bonrorpaackoin, TOMCKOH 06IaCTAX;

- pa3spaGoTaH M OCYLIECTBIEH INPOEKT MPHBATH3ALMM  [PY30BOTO
apToTpaHcriopra B HiokHeM Hosropoue. Ha MecTe emMHCTBEHHOM
MOHOMOJIBHOM CTPYKTYPB! B PE3yJIbTaTe CEPHH AyKLMOHOB 06pasoBaioch
Gonee 500 HOBLIX HEGOMBINMX [PY30BLIX ABTONPEINPUSTUA, & TAKKE GBLIA
OCYIECTBNEHA MPUBATH3ANUNS BCeX 42 KPYNHBIX NPEIPUATHH IPY30BOTO
ABTOTPAHCIIOPTA;

- B HacToslee Bpemsa M®PK paspabaTeiBacT NporpaMMy HPHBATH3ALNH
CEIbCKOXO3ANCTBEHHBIX 3¢Mellb B HuKHeM HOBI‘ODOI{S‘, a TaKxe

- OCYIIECTBAAET NIPUBATH3ALMIO KPYIHBIX NPEJIIPHATHAR IyTeM IIPOBEICHUL
Bay4yepHbiX aykuuoHos B Bonrorpage, Hmxnem Hosropope, Tomcxke u
Hosocutupcke. O4eHs ckopo Mbl HAYHEM PaGOTATh B 9TOM HANPABIEHHUH B
Axyrcke. Ha ceropHsunvi aeHb B 3THX OQJACTAX HA IPOLAXY ObUIO
BbicTasneno Gosee 200 KpyMHBIX IPERIIPUATHHA, | ellle 60JIbIICe KONUYECTBO
ByReT Nponano B MANbHEHIEM.

C anpens 1993 ropa, xorna Poccus crana unenoM M®K, Koprniopatus nposena
OLICHKY DAfa NPOCKTOB OOIeH cromMocThio Goiee 500 MIIH.BOJINapoB, B KOTOPBIX
npaMoe WHBecTHpoBaHUue MMK cocrasiget 100 miH.romnapos. ITo Beelt BEpOATHOCTH,
9TH NPOeKTHI GYAYT YTBEPIKAEHHI 00 KOHUA HoHA 1993 roga.

Kaxosel nmnanbl MOK 8 Poccun Ha 6ymymee? MODK akTHBHO paboTaeT Hag
PaspabOTKOM NEOro psla PeajibHO OCYIIECTBMUMBIX IPOEKTOB B HAHGONCE BaXKHbIX
OTpac/siX BKOHOMHKH MO Beed Poccuu.

B nacrosilee speMsi BeAyTCS MEPETOBOPHI O MPOEKTaM B CIEAYIOMX 06NacTsix:

PHEPreTHUKA,

CeNbCKOE XO3AACTEO M IIPOM3BOICTBO IPOMYKTOB ITHTAHMNA,
OTPAC/A MAIIMHOCTPOUTEIBHOTO KOMIUIEKCA;

CBS3b;

passuTHEe HEQTRHON U Ta30BON OTpacnel;

Pa3sBUTHE UH(PACTPYKTYPhl;

a TAKKe, CPeIH MPOYETO, NPOMBIIUIEHHOE IPOU3BOICTEO B LEIOM.

YUnencrso Poccuu B M@K mossonser Kopmopauuu mnpegocTasists Poccuu
TOMHBIA HAGOP ycnyr - 3aitMbl, MHBECTHUMH B KATlUTall, MOGHIIM3ALIUIO DPECYPCOB H
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KOHCYNBTATHBHYI0O nomolls. [Jo BceMy Mupy Ha 1 momnap cBoux pecypcos M®K
MOGUITH3YET IO 6 HOMIAPOB JOMOIHUTENEHO H3 APYTHX HCTOYHAKOB. MEI HalleeMcsl, 9T0
Takas e TeHJeHLUs GyleT XapakTepHa u Ui Poccun.

Ueneio Bu3wTA I-Ha Paipn aeiseTcst OTKphITHE IIOCTOSIHHOTO IPeICTABUTENBCTBA
M®K B Mockee 1 o6cyxxaenne ¢ uieHaMu [IpaBuTenseTba BEICOKOTO YPOBHS OyAyILEN
crpaterus gesitensHocTH  Kopropauuu B Poccuitckoin  Pemeparu. Mbt  yxe
JIOTOBOPHITUCE OG OpraHusalMu BeTped ¢ 3aMectureisimu  IIpembep-MuHUCTpa
Bnanumupom llymeiiko, Bopucom Penopossiv, AHaTonueM YyGaicoM v AleKcanapoM
oxuHbIM.

B 3axmoueHue X04y OTMeTUTh, 9To Csp YunbsiMm Palipu rny6oko yGexnaes, uto
M@K cy:XIeHO ChICPaTh PELIAIOUIYIO POJNH B TOM, UTOOBI CONEHCTBOBAThH MEPEXOMY
Poccuiickoit @epepauny K OTKPBITON, OPMEHTHPOBAHHONR HA DPBIHOK BKOHOMHKE K
CO3MIaHMIO CHIBHOTO ¥ FHOKOr0 4acTHOTO ceKropa. M®K yKe chirpajia 3HaUHTEILHYIG
ponb B Opolecce npusathsaumd. B Hacrosnmwit MoMeHT M®PK roroBa K
OCYILECTBIECHHIO WHBECTULIMH B POCCHACKYIO SKOHOMHKY.

Eme pas or umenn Cepa Ymibama Paiipu OueHb NPOIIY NIPEHOCTaBUTh eMy
BO3MOXXHOCTB  BCTpeTUThcA ¢ r-HoM  IIpesumentomM B H.EnsumaBIM — amst
HETPOROIKUTENBHON Gecelbl.

Hckpetne Bamt,

Pomxep Teitnn
ITocToSHHBIA TIPeNCTaBUTEND
M®K B Mockse
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IFC
MOSCOW OFFICE
6 Neglinnaya Street
103012 Moscow,Russia
INTERNATIONAL FINANCE CORPORATION Tel:  921-1137
928-5328
Fax: 923-2742

The Honorable Sergei Filatov
Chief of the Administration
of the President of the Russian Federation

The Kremlin, Moscow ’

May 27, 1993

Yisit of Sir William Ryrie, Chief Executive
of the International Finance Corporation (IFC),
June 2 - 6, 1993

Your Excellency;

Sir William Ryrie, IFC’s Chief Executive, will visit the Russian Federation over the
period June 2-6, 1993. On behalf of Sir William I have the honor to respectfully request
that he be given a short audience with President Yeltsin. If Sir William is able to meet
with President Yeltsin, he will commit IFC’s full support to Russia’s economic reform
program through continuing technical assistance and, more importantly, through the
provision of new investment in viable private sector projects.

‘What is IFC? Today IFC is the largest source of direct financing for private sector
projects in developing countries and is the single most important private sector investor
in Central and Eastern Europe. The IFC, a multilateral institution, was established in
1956 with a mandate to foster economic growth by promoting private sector investment
in its developing member countries. IFC is a member of the World Bank Group but is
independent from the World Bank and is very different. It invests only in the private
sector and does not require government guarantees. IFC has no policy conditionality and
works independently of government. In its 36 years of operation, IFC has provided nearly
$ 11 billion in financing for more that 1,000 companies in 98 developing countries.
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What has IFC achieved in Russia? IFC started work in Russia in December 1991.
Since then IFC has:

- designed and implemented small-scale privatization programs in the Nizhny
Novgorod, Volgograd, Tomsk oblasts. All have been very successful;

- designed and implemented privatization of the trucking industry in Nizhny
Novgorod. From a single monopoly, over 500 new small trucking businesses
have been crcated through a series of auctions and all 42 large trucking
enterprises have been privatized;

- IFC is now designing a program for privatization of agricultural land in
Nizhny Novgorod; and

- is now privatizing large enterprises through voucher auctions in Volgograd,
Nizhny Novgorod, Tomsk and Novosibirsk. We will start very soon in
Yakutsk. To date, more than 200 large enterprises have been offered for sale
in these oblasts and many more will be sold.

Since early April 1993, when Russia became a member of IFC, the Corporation has
appraised projects with a total cost of more than $ 500 million involving IFC’s direct
investment of $ 100 million. These projects will very likely be approved before the end
of June 1993

What are IFC’s future plans for Russia? IFC is moving aggressively to develop a
pipeline of viable projects in vital sectors throughout Russia.

Discussions are underway on projects in:

power generation

agribusiness and food manufacture
engineering industries

telecommunications

oil and gas development

infrastructure

and general manufacturing, among others.

Russia’s membership allows IFC to provide its full range of services to Russia —
loans, equity investments, resource mobilization and advice. Worldwide, for ever $1 IFC
invests of it’s own resaurces, it mobilizes another $6 from other sources. We expect this
mobilization trend to continue in Russia.

The purpose of Mr. Ryrie’s visit is to inaugurate the IFC Resident Mission in
Moscow and to discuss with senior members of Government the Corporation’s future
operational strategy in the Russian Federation. Meetings have been arranged with
Deputy Prime Ministers Vladimir Shumeiko, Boris Fedorov, Anatoly Chubais and
Alexander Shokhin.
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To conclude, it is Sir William Ryrie’s firm belief that IFC has a vital role to play
in helping the Russian Federation make the transition to an open, market-oriented
economy and build a strong and vibrant private sector. The IFC has already played a
major role in privatization. Now IFC stands ready to invest in the Russian economy.

Again, on behalf of Sir William Ryrie, I humbly request that President Yeltsin
grant him a brief audience.

With respect, I await your kind reply.

Yours truly, w/"

Roger Gale
Resident Representative
IFC, Moscow
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SIR WILLIAM RYRIE

Sir William Ryrie is the Executive Vice President of the International Finance
Corporation (IFC), an affiliate of the World Bank which has the key responsibility fof
promoting private sector growth in developing countries and Eastern Europe. Over the past
few years, IFC has considerably expanded and diversified its investments and activities in
support of private companies in the developing world, while strengthening its own financial
position.

Sir William came to IFC in October 1984 with a background of experience in the
economic affairs of the developing world. He was British Executive Director of the World
Bank, of the IFC, and of the International Monetary Fund from 1975 to 1979 and Permanent
Secretary of the British Overseas Development Administration from 1982 to 1984.

While serving as Director of the Bank, IFC, and the IMF, he was also Economic
Minister at the British Embassy in Washington, D.C. For the two ensuing years, he was
Second Permanent Secretary at the British Treasury with responsibility for the domestic
economy. Before that, he held various posts in the Treasury in London and, earlier, in the
British Colonial Office, including a two-year term with the Government of Uganda in the
1950s and four years dealing with United Nations’ affairs.



Background

IFC’s Contribution to Privatization in Russia

The International Finance Corporation (IFC) has assisted the Russian Federation in
developing privatization programs since December 1991. Funded by USAID and other
donors, the objective of [FC’s efforts is to establish and expand privatization through the
design and implementation of model transactions, Each model privatization transaction has
been structured in two phases: ’

Phase One:  select a progressive city or region and create a practical example that
could provide a positive demonstration effect. The transactions have focused on
critical areas of the economy and have strived to create a rapid, open and fair process
for the transfer of state assets to the private sector,

Phase Two: replicate the mode] through widespread dissemination of information
and expand the scheme to other regions,

The privatization of small retail and service enterprises was targeted first because it
can quickly improve the availability of goods, create jobs and demonstrate that change can
be achieved, Next, the privatization of transport was targeted. Private transport facilitates the
ability of shopkeepers to arrange supplies and create new markets, especially for farmers.
The privatization of medium and large enterprises followed. In key areas, the pilot work led
to new enabling legistation,

Small-Scale: Nizhny Novgorod, a city with strong reform minded local leadership,
was selected for a pilot transaction to start privatization in Russia, Located directly
east of Moscow with a population of 1.5 million, Nizhny Novgorod was a major
trading center in pre-revolutionary Russia. It later became famous as Gorky, a closed
city and exiled home of Dr, Sakharov, Privatization has been achieved through open
auctions. This method was selected to maintain the transparency of the process. To
speed the transaction, enterprises were liquidated before sale in order to sell only
assets without debt or employee obligations.

In the first auction on April 24, 1992, twenty-two of the city's 2,000 small businesses
were sold, Prices ranged from $ 500 to $ 100,000, More than a third of the shops
were sold to store employees. Transfer of ownership was immediate. The winners
took over management on Monday morning. A series of public auctions followed and
40 percent of small enterprises in Nizhny Novgorod have been privatized.

IFC expanded its operations in Russia to implement the Nizhny Novgorod model in
Tomsk, Volgograd and Novosibirsk.
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A "how-to" manual was produced by IFC based on the experience in Nizhny
Novgorod and distributed to 45,000 city officials. Seminars were also held on small-
scale privatization, An information unit was established in Moscow to provide advice
and council to Russian cities implementing small-scale privatization, A database has
also been created, To date 42,000 of 275,000 small enterprises in Russia have been
privatized.

Transport:  To support small-scale privatization in Nizhny Novgorod and create a
working example of the next link in the food distribution system, the privatization of
the region’s trucking monopoly was targeted. Competition needed to be injected into
this sector. The region’s trucking monopoly employed 18,000 workers operated 8,000
trucks and buses and was responsible for over 90 percent of for-hire haulage in the
region.

The plan created 42 medium-sized competing enterprises holding 80 percent of the
trucks with the remaining 20 percent of the trucks to be sold to individuals, thus
creating hundreds of new owner operators,

In October 1992, the Russian authorities issued and distributed privatization vouchers
to transfer ownership on a mass scale to all Russian citizens. As a pilot, vouchers
were used for the first time in the privatization of trucking in Nizhny Novgorod,
Privatization was achieved through a combination of employee participation options
and public auction of individual trucks paid 50 percent in vouchers and 50 percent in
roubles. Over 500 new small trucking businesses have been created through a series
of auctions and all 42 large trucking enterprises have been privatized.

A "how-to" manual for city officials was produced bases on the experience in Nizhny
Novgorod. Seminars on transport privatization are also underway to enable these
officials to implement the plan in their regions, IFC is working in Vladimir and
Tomsk replicating the Nizhny Novgorod model in trucking.

Medium and Large Enterprises: The concept, developed by Deputy Prime
Minister Chubais, is to transfer ownership of state assets on a mass scale to all
citizens through the issue of vouchers, The State Privatization Program of July 1992
transforms 6,000 large and medium-sized enterprises (out of a total in Russia of
25,000 large enterprises) into joint stock companies. Under this program, employees
of enterprises participate in a closed subscription of shares of up to 51 percent of the
company. The remaining shares are sold to the public through voucher auctions.
Along with other advisors to GKI (Russia's privatization ministry), IFC is involved
in the "First Wave" of privatization working in the regions of Volgograd, Nizhny
Novgorod, Tomsk and Novosibirsk.
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