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IMF credits will not save the regimes
which do not attempt to overcome their crises

but explott them instead

Brazil: will the IMF billions prevent a crash?
Marx noted in his time that the spread of
financial crises could be likened® to shooting
“by platoons®”. By the fall of 1998 it had be-
come clear that next to the Asian countries
and Russia, Brazil would have become the
nearest candidate for a fullscale crisis. The |
IMF attempted to learn a lesson from the ex-
perience gained and stop the crisis without

waiting for a social explosion®. In mid-

November it was announced that the IMF, the
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World Bank and the Inter-American Develop-
ment Bank, as well as the governments of 20
countries, had formed an aid package for
Brazil in the amount of 41 billion dollars. This
is almost twice the amount pledged to Russia
before the The total

amount of the loans which Brazil can use im-

August 17 events.
mediately, over 9 billion dollars, is also al-
most twice the sum pledged to Russia. Brazil,
having, like Russia, an immense® short-term
foreign debt., has opened negotiations with
foreign creditors (above all with American,
European and Japanese banks) on prolonga-
tion of its credits®., We mean a rollover® here
(that is provision of new credits in order to
pay off earlier obligations).

The position of Brazil has other points of
similarity with that of Russia: a heavy budget
deficit®; growth of the domestic state debt;
unsteady banks; an exaggerated exchange rate
of the national currency, real, vis-a-vis dol-
lar® which, incidentally, was kept within the
same currency,,
Bank began abihing‘k}y in 1995. In his election
cam a%? President Cardoso of Brazil widely

®

resorted to populistic measures®, very costly

ones; he permitted the states financial inde-
pendence and e)_;ge_:gsiys-sgending (Brazil is a
Ny

federal state). AN
In September—()c\t%ber, 1998 crisis ear-

marks® became evident. Foreign capital
W
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sensed danger and began vacatmg * the. coun-

T " i
try. According to some estlma{es. up to 40

billion dollars fled from the country. Pres-

sures on the real exchange rate increased

| ddvacating : % 7% 5
ok

sharply and the Central Bank had to protect it

through heavy currency interventions. The
gold and foreignexchange reserves™ which to-
talled 70 billion dollars slumped™. 7P‘f' e

Brazil’s leaders do not stint® optxmlstu
(REE

statements with the object of restoring the

trust of domestic and, especially, foreign

creditors and investors. They have promised
the IME that they would cut the budge,t/
d fi

ma1

Et{%ﬂ'estructure the debts” and would
tain the currency exchange rate of the na- 4
tional currency by all means. /\;7 T 1/‘“’ FN b2 it
But scepticism®™ pie}mls among experts
outside Brazil. Rudiger Dornbus behsyﬁ%‘
/1
that “the crisis in Brazil is not as acyte as’ th
in Russia”; yet, on the other hand, he holds
that the money of IMF and of other creditors
will merely finance the {light ofcapital?, “like
Probability of the
success of the plan for recovering from the cri-

it has happened in Russia”.

sis which Brazil has agreed upon with the
Fund is assessed by him at but 20 percent.
Dornbusch notes further: “Now it is clear to
everybody that bankruptcy of Brazil will ad-
versely™ affect the situation in much of Latin
He is echoed® by Jeffrey Sachs who
holds that devaluation® of the Brazil real is

America”.
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E I eyiy b
practically @evnta?le%ﬁ‘l&&)&% the long:rer it is dé—
layed the worse will be the country’s economic
plight®.
(and the dollar must double in value in order

The consequences of devaluation
that should have any sense) can be extremely
dangerous. Brazil has a great deal of experi-
ence with protracted and rampant inflation®.
IMF’s Woes
The main principle the IMF adheres to is
to help countries experiencing temporary diffi-
culties in redressing their balances of pay-
ments®. From the very first Russia (it joined
the Fund in 1992), effectively regarded its
credits as a means for saving the regime® from
a{hj@c_ financial crisis®. Today Russia is
the Fund’s main debtor. As of the end of Au-
gust, 1998, its debt totalled about 19 billion
dollars (over 22 percent), It is followed by
South Korea (over 17 billion dollars) and
Mexico-8. 7 billion dollars. But there is a lot
difference; the (bul\ of Korea’s debt is repre-
sented by a so-called standby credit, an
amount of free foreign exchange which has not
been used yet but can be used any moment.
Over the past few years large credit pack-
ages have been provided by the Fund but they
include also the money of other international
lending institutions, governments of advanced
countries and commercial banks. Such a pack-
age enabled Mexico to survive a severe crisis
in 1994-1995. This helps the Fund to save its
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vast® but still limited resources whose main
sources come from the contributions of devel-
oped countries led by the United States. US
Congress has been less and less willing to a-
gree to an increase in the quotas? whose sizes
determine the amounts of contributions and
which, for the debtor countries, serve as a
yardstick® in using IMF credits. Today Russia
has received credits in the amount exceeding
almost four time its legitimate quota which
represents a special privilege inasmuch as®
trebling® the quota is held to be the last limit
as a matter of principle.

A world debate as to whether the IMF is
beneficent or malicious has been going on well
nigh® since the time of its foundation in the
1940s. The IMF makes its aid conditional up-
on a rigorous economy of budgetary funds,
strict adherence to the market economy princi-
ples and tax and credit discipline. Many peo-
ple do not like this for a number of reasons. A
tough anti-inflationary policy urged by the
Fund is in many cases blamed for making
for®, and even directly causing, economic re-
cession and hindering economic growth.

The policy which the IMF recommends

* does not suit populistic

for its “clients’
regimes and politicians ; it prevents them from
implementing myopic® populistic measures of
“social squandering®” of funds for which later

the population has to make heavy sacrifices.
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Neither bureaucrat%l'wﬁg off sundry® restric-
tions, privileges, d@;a.é, permits and bans,
which the Fund opposes as a matter of princi-
ple, are happy about its activity. The IMF in-
sists on the need\to protect by all means®™ a
policy of /étabilip) of the national currency.
This, however, runs counter to the interests
of influential bosses of the export-oriented
sectors of the national economy who prefer
waxing® rich by exploiting another devalua-
tion instead of enhancing competitiveness of
their country’s products on the world market.

Yet, the IMF is subjected to criticisms in
the West too, and its “bogging-down®” in
Russia has been increasing this criticism. The
opponents of the intensive credit-giving efforts
mounted and pursued by the Fund in the past
few years argue that its resources are in prin-
ciple insufficient for saving all inefficient and
wasteful regimes in the contem‘;(');'_;world:

this cor}_t\radicts® the basic principles of its

Charter. CMcome
to the rescue of a country one way or another
in an emergency and will form an aid package,
induces the governments of many countries to
pursue populistic policies and neglect financial
discipline.

Milton Friedman, an outstanding e-
conomist, writes; “The international Mone-
tary Fund has been a destabilizing factor in
East Asia... It would not be an exaggeration

6
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to say that but for® the IMF there would not
have been any East-Asian crisis 7. Jeffrey
Sachs made a similar statement. “Just like in
Asia, the IMF recipes® could easily have
caused more harm than good by pushing Brazil
to an even deeper abyss than the one in which
the country finds itself now”. And the experts
are practically unanimous® that the Fund’s
policy has failed in Russia.

Many people in Russia believe (and this
author shares their view) that the main mis-
take made by the Chernomyrdin and the
Kiriyenko governments, as well as the Central
Bank leadership headed by Dubinin was the
obstinacy® with which they fought for the fic-

® currency “stabilization” in the 1996—

titious
1998 period. That fostered in foreign short-
term investors, and even in Russian commer-
cial bankers, the groundless confidence that
the rouble® would remain within the narrow
limits of the currency corridor in the foresee-
able future.

Milton Friedman charges that the IMF
encourages this kind of adamancy® in the ar-
chitects of the economic policies of the Asian
countries. Friedman says that now that im-
mense ebbs-and-flows” of capital are growing
factor, for

into an all-important support

steady currency exchange rates can be likened

4

to “delayed-action bombs”. When authorities

refuse to employ currency exchange rates as a
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flexible instrument for influencing the balance
of payments (and above all movement of capi-
tal) they have to resort to® another principal
instrument-interest rates. Hence the annual-
ized discount rates measured in scores® of per-
cent® which are in use in the countries afflict-

ed by financial crises.
[Selected from New Times,February 1999,
written by Andrei Anikin ]
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President Clinton’s Problem
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The real question is not “Does anyone re-

spect him?” It is “ Does he respect anyone?”

FOR MONTHS I have kept on my desk a
picture from a tabloid®. It is of a close friend
of President Bill Clinton, Linda Bloodworth-
Thomason, and the actress Markie Post.
They are laughing and holding hands as they
jump up and down in the Lincoln Bedroom.
They are jumping up and down on Abraham
Lincoln’s bed.

I thought: something’s wrong with these
people; they lack thought and diLg‘éii%:hlBy;
most of 1] they seem to lack respect, a ' K5dd'
of awe.” Not the awe that can cripple® you
with a false sense of your smallness, but the
awe that makes you bigger, that makes you

reach higher as if in_tribute to® some unseen

greatness around you.
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That, it see is Mr. Clinton’s
G R e{’

"\\—ZA

problem--a funda lack of respect for

his country, ?\f s
The pollsters®

%

cmzens, for his col-
leagues. have it wrong when,
seeking to determine whether he can continue
to govern, they ask, “Do you respect the
President?” The real

think he has any respect for the American peo-

le r;” i
L I(p 1‘# he h s shown us, with thllmgl%i\

"‘\nahtjr, that he ddes not®. T believe he demon-
strated that people and principles are, to him,

question is “Do you

objects to be manipulated.

In the days after Ken Starr’s report to
Congress, President Clinton told evangelical®
ministers at a prayer breakfast that he had
reached “the rock-bottom® truth of where 1

m. ” He said he had “sinned®.” He bit his
lip, lowered his moist eyes and said his spirit

s “broken.”
®

That night he went to a rau-

reception where he laughed gaily,

“Hillary and I have
@,n

cous
waved and announced,
been. .. just lapping this up

The problem is not that he is an actor.
As an actor he puts not only Ronald Reagan to
shame®, but Laurence Olivier. The problem
is that he thinks people will believe anything,
that if he says a thing it is true. He absorbs
his lies, and becomes them. The country suf-
fers for this.

Mr. Clinton seems—and this is an amaz-
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ing thing to say about a President—to lack a
sense of patriotism, a love of country, a pro-
tectiveness toward her. He dupes™ the Secre-
tary of State, who must be America’s credible
voice in the world, into defending him to the
public and press®. He lets the First Lady go
on television, where she denies the Lewinsky
charges and says, “Some folks are going to
have a lot to answer for. ”

After the Lewinsky story breaks, he asks
a pollster, a man famous for letting a prosti-
tute” listen in® while he talked by phone with
the President, if he should tell the truth.
When the pollster tells him no, the President
responds, “Well, we just have to win then.”

In his comments, it is clear that the most
important thing to Bill Clinton is, now and al-
ways, Bill Clinton. He even spoke of the scan-

dal as his “journey.” Tt is interesting that of

the women Bill Clinton has been involved
with, it is Ms. Lewinsky who has done the
most damage. The reason, I think, is that in
picking her, he made a crucial® mistake: he
chose someone much like himself, with as
grand a sense of entitlement as his own. At
the end of the affair she demands that he feel
contrition™; she also demands a job with these
words : “I don’t want to have to work for this
position. . . I just want it to be given to me.”
And he picked someone who is, like him-
&

self, an exhibitionist®. It never occurred to
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Ms.
fair, not to tell a dozen friends and family.

Lewinsky to be discreet about their af-

But then discretion has never really occurred
to him either.

1 saw the President at one of those big
Washington hotel dinners a few years ago,
sometime after he talked about his under-
wear® on TV. He was in full self-deprecating®
mode, teasing® himself for his mistake.

But he went on a little too long; he talked
too much about it, and the crowd seemed to
be thinking what I was: Doesn’t he know that
as he stands up there going on and on about
his shorts, we are starting to imagine him in
his shorts? The poor man doesn’t know.

And then I thought: Yes, he does! He
wants us to imagine him like that. And he has
lived out his Presidency® so we can.

Jesse Jackson once said, “God isn’t fin-
ished with® me yet,” and it was beautiful be-
cause it was true. God isn’t finished with any
of us. Maybe he will raise up Bill Clinton and
make him a saint®, a great one. Maybe he
will make Bill Clinton’s life an example of
stunning redemption®, But for now, and now
is what we have, Bill Clinton is not wise e-
nough, mature enough, stable enough—he is
not good enough—to be the American Presi-
dent. ‘

[Selected from Reader’s Digest, April 1999,
written by Peggy Noonan _
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Becoming Wealthy .
It’s Up to You
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CRITICS OFTEN SPEAK of “the rich”
with none-too-subtle disdain®, as if those at
the very top of the income ladder all are
crooks® or as if becoming rich is difficult and
means others must become poorer. While we
would be the first to admit that some rich peo-
ple are crooks, we hasten to add that achiev-
ing the status of “the rich” (defined, say, by
having a net worth of $1 000, 000). is not
particularly difficult, contrary to_popular wis-
dom®. The rules for acquiring substantial
wealth are few, simple, and well-worn®.
This fact suggests that becoming rich for most
Americans is largely a matter of choice.

The first rule for becoming rich is have a
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reasonable income base, which is what most
Americans have virtually by the fact of their
birth®. Few people who have subsistence® in-
come levels can expect ever to be rich, They
must devote themselves entirely to survival,
meaning they can’t save and their wealth can’t
grow. This doesn’t mean that all Americans
live in luxury or have high incomes. Some do
live in squalor™ and are incapable of saving.
Nevertheless, the fact remains that even poor
Americans have more than the subsistence-in-
come levels® of people in Ethiopia and many
other countries. By world standards, most
Americans start with a reasonable income base
from which they can save, invest, and build
their net worth.

Without question, some individuals have
become inordinately rich because they have
been lucky. They won a lottery or had the
right talents at the right time. If Chicago
Bulls’ star Michael Jordan had been born 30
years earlier, he might have done well in bas-
ketball, but he certainly would not have
earned the substantial fortune that he has.
Contrary to conventional wisdom®, the over-
whelming majority® of millionaires in the
country do not have anywhere close to
Jordan’s tens of millions of annual earnings.
Indeed, half of all millionaires have an annual
income of less than $131,000.

How can an ordinary person (with a mod-
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