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BREAKING NEWS
PUTIN CLARIFIESPOWERS OF PRESIDENTIAL REPRESENTATIVES. On 25

December & a Kremlin meeting with his adminigtration, the seven presidentia representatives,
thelr first deputies, and chief federd ingpectors, Presdent Putin outlined the boundaries of the



representatives power. He stated that the federal digtricts were not new units of the country and
that attempts to create "district governments' should not be expanded. He also said that the
representatives were not supposed to manage federd agenciesin the regions, but to coordinate
their activity (Nezavisimaya gazeta and Segodnya, 26 December). Severd of the seven
representatives previoudy had called for an increase in their powers, and Putin's Satements
seemed to provide anegative answey.

The president said that the representatives first priority was making sure that loca
authorities brought their legidation in line with federal norms. The representatives dso should
better define tasksto be carried out at the federd level and at theregiond level. Idedly, the
number of tasks put under joint jurisdiction should be brought to a minimum, he sad.

Putin addressed the long-running conflict between the seven regiond representatives
and the Moscow- based Main Territorid Department of the presidentid adminigtration. He
meade the seven regiondly -focused departments of the centra administration subordinate to the
seven representatives. Thus two-thirds of the centrd adminigiration staff will be transferred to
the control of the seven representatives (Nezavisimaya gazeta, 27 December). Having a larger
staff would naturaly increase the capacity of the representatives to work in their regions. Sergel
Samilov will remain in charge of the Territorid Department, which is now one-third the Sze that
it used to be. One of the main victimsis Aleksandr Abramov, the curator of the seven didtricts,
who now will only control the staff of the State Council, which is not seen as a powerful body
(Kommersant Daily, 26 December). A decree on this matter is expected in the first haf of
January. Observers will examine its text carefully to see whether it expands the powers of the
seven representatives and how it defines their reationship with the presidential administration.

CONSTITUTIONAL COURT SEEKSTO PROTECT LOCAL GOVERNMENT. Ina
ruling dated 30 November 2000, the Russian Condtitutiona Court ruled that Kursk Oblast hed
to change its charter to prevent possible abuses of loca government by the oblast government
(Rossiiskaya gazeta, 19 December and Vremya novostei, 1 December). The court rejected
provisions of the charter that alow the oblast to transfer some of its responsbilities to loca
governments without providing the necessary funding to carry out these tasks (see EM Russian
Regional Report, 18 October 2000). The court aso declared uncongtitutiona the provison of
the oblast charter, which alows locad government to give up its power through a referendum.
Additionaly, the court determined that the municipdities had the right to determine the term of
their legidators, not the oblast.

KRESSTO HEAD STUDY OF ELECTRICITY REFORM. The 26 December mesting
of the State Council presidium appointed Tomsk Governor Viktor Kress as the head of a
working group to study options for reforming the country's e ectricity monopoly, Unified Energy
System (EES). Heis supposed to prepare areport by 1 March. However, he said that it would
be good if the sdes could come to a unified opinion by the middle of the summer. He said that
the purpose of the group isto learn from others mistakes. Kressis a member of the board of
EES. He said that the group would consider the opinions of EES head Anatolii Chubais and his
critics, like Presidentid Economics Advisor Andrei Illarionov. (Vremya novostei, 27
December)



PUTIN VETOESADMINISTRATIVE CODE. Presdent Putin vetoed the adminigtrative
code on 25 December. He said that the code gave too much power to the regionsto set up
their own laws on adminigrative respongbility (Vremya novostel, 26 December). The State
Duma had passed it over the objections of the Federation Council, where the mgjority believed
that it would violate citizens rights (see EM Russian Regional Report, 13 December).

ISHAEV'SPLAN ADDRESSES REGIONAL DISPARITIES. Last month the

K habarovsk newspaper, Tikhookeanskaya Zvezda, published the complete text of the report
on Russias strategy for the next decade, which Khabarovsk Krai Governor Viktor 1shaev
proposed to the State Council at its first meeting on 22 November. Although originaly seen as
dternative to Minigter for Economic Development and Trade German Gref's economic plan
(see EWI Russian Regional Report, 29 November), now parts of the Ishaev plan dedling with
regiond policy are being incorporated into Gref's economic agenda. Leading experts on regiond
development, including Alexander Granberg, an adviser on regiond affairsto former President
Boris Yeltsin, and Pavel Minakir, Director of Khabarovsk's Indtitute of Economic Research,
assisted Ishaev in preparing the report. For the complete text of 1shaev's plan, please see
http:/Aww.iews.org/rrrabout.nsf.

One of the main points that 1shaev makesin his report is that Russan society asawhole
is salitting into haves--who support the further liberdization of the economy--and have nots--
who support grester intervention in the economy by a paernaigtic sate. Although Ishaev notes
that regiond differentiation isanorma development in a date the Sze of the Russan Federation,
he seesasmilar trend toward growing income inequdity between donor regions and recipients
of trandfers from the federd budget. In Ishaev's view, three darming tendencies are becoming
clear: (1) economic wedth is being concentrated in afew regions, while othersrisk becoming an
"economic desert;"”

(2) economicaly disadvantaged regions gradualy are becoming disengaged from inter-regiond
economic links, and (3) political disagreement among regions is exacerbating regiona economic
differentiation. According to Ishaev, the federal government should try to address the negetive
aspects of differentiation by providing effective inditutions and a stable environment in which
regions can address their own socio-economic problems. Instead, 1shaev points to atendency
by the federal authorities to concentrate economic resources at the center, thereby reducing the
finencia ability of the regionsto resolve socia problems. Echoing acomplaint lodged by many
governors, Ishaev criticizes the way the 2001 budget divides revenue between the center and
theregions and cals for a30-70 didtribution in favor of the regions.

GOVERNORS ELECTIONS

ULYANOVSK: SHAMANOV UNSEATS GORYACHEV. Lt. Gen. Vladimir Shamanov,
the former commander of the 58th army in the North Caucasus Military Didtrict, won adecisve
victory in Ulyanovsk's 24 December gubernatoria eections, defeating Governor Y urii
Goryachev, 56.13-23.47 percent. Turnout was about 56 percent, 10 percent higher than in the
1996 gubernatoria eections. Only 3.86 percent of the electorate voted againgt al.



Human Rights Watch has accused Shamanov of leading agroup of menwho dlegedly
shot civilian resdents of Alkhan-yurt in Chechnyain December 1999. In effect, Shamanov was
fired from his position, but the Ministry of Defense said that it was not because of any errors he
had made. In January 2000, Putin had praised him.

In this election, the rurd parts of the oblast, which backed Goryachev four years ago,
turned againgt him. Shamanov secured victory with the campaign dogan of "Order, changes,
reliability” ("Poryadok, peremeny, nadezhnost). It turned out to be effective in the villages,
where people have not been paid in five years.

Voters supported Shamanov because they hoped that he could end the Gorychev-era
stagnation in the region and were impressed by his nationa reputation as a decorated officer,
according to "Region" research center Director Elena Omelchenko. Shamanov's reputation was
particularly important because the regiona elite could not field a candidate cgpable of replacing
Goryachev.

The votersignored Goryachev's argument that military men, withtheir particular
mentdity, lack the ability to run acivilian economy. Goryachev ado failed to scare the dectorate
with threets thet the eection of Shamanov, well known for his vicious campaigns againg the
Chechens, would provoke terrorigt attacks in the region. "Chechnya does not forgive," one
anonymous flyer proclaimed. "If you want tragedy in your own home, vote for the generd.”
Goryachev dso argued that any changes would be worse than the socid stability crested under
hisrule.

The victorious Shamanov is trying to make peace with Goryachev, who at the beginning
of the campaign accused the generd of ties to the organized crime groups based in Samara and
Togliatti. Now, Shamanov is ready to pass specid benefits for Goryachev through the oblast
legidature. Legidative Assembly Chairman Sergel Ryabukhin, who aso competed in the race
and won third place with 11.7 percent of the votes, supports Shamanov in this effort and has
warned againg "kicking aresting lion."

Despite these efforts to hep Goryachev persondly, Shamanov has promised "globa
personnd changes' in the media, which during the course of the campaign used avariety of
methods againg him. In the current Situation, Shamanov begins his activity in the abosence of any
opposition fram locd parties or the media: both left and right wing politicians united around the
generd to remove the ineffective Goryachev and are now celebrating victory. The media that
was once loya to Goryachev now faces the choice of changing or disappearing.

Shamanov's priority tasks are defining a new dructure for his administration, developing
an oblast budget, and seeking money to heat the oblast since the power plants currently lack
fud. Economist Viktor Sdorchev will be the first deputy governor. Shamanov invited two of his
former opponents to join the adminigtration as well and won their agreement: head of the
Federa Fund to support Agrarian Reform and the Rural Economy Vaentin Denisov (fourth
place with 1.7 percent of the vote) and Deputy Director of Ulyanovskvodokana Igor Polyakov
(fifth place with 1.07 percent of the vote). Denisov will be the deputy governor for agricultura
issues and Polyakov will ded with construction and housing issues.

Of the 23 municipdities in Ulyanovsk Oblagt, only seven mayors held onto their jobs,
dlowing Shamanov to speek of a systematic management crisis under Goryachev. Although the
new Ulyanovsk mayor, Federal Security Service Colond Pavel Romanenko, is not a member of



Shamanov's team, he has dready begun to cooperate with the governor, providing hope for an
end to the four-year battle between the oblast and the city. In 2000, Goryachev only gave the
city of Ulyanovsk 7 million rubles of the 256 million rubles he had received from the federd
government. Former Mayor Vitdii Marusin did not participate in the elections. He has dready
been appointed as the head of Ulyanovsk's central Lenin Raion.

Shamanov took office on 6 January and his formd inauguration will be 13 January. -
Sergel Goginin Ulyanosk

VOLGOGRAD: COMMUNIST INCUMBENT WINS. Incumbent Governor Nikolai
Maksyuta won Volgograd's 24 December gubernatoria eections with 36.72 percent of the
vote. Loca dection law mandates that the winner is Smply the person who wins the most votes
and a runoff is not needed if no one wins more than 50 percent. Turnout was 50.40 percent and
5.46 percent voted againgt dl. During the last week of the campaign LUK ooil head Vagit
Alekperov and Russian Education Minigter VVIadimir Filippov visited the region to support
Maksyuta. However, he won another term because of the region's rdatively strong economic
performance, the change in the law on gubernatorid eections eiminating the need for a runoff,
and the support of the Communist Party of the Russian Federation.

Maksyuta's main opponent, Oleg Savchenko who was backed by Sibneft, won 28.3
percent of the vote. Despite his defeat, he is expected to remain a player in oblagt's politica life.
Volgograd Mayor Y urii Chekhov won only 11 percent, in a performance that was considered a
magor defeat. Even in the city of Volgorad, Chekhov only won 16 percent of the vote. This
result was the worst Chekhov has ever received. Undoubtedly, his opponents will now use
these results to reduce his hold over the city's dite.

On the same day, 23 of the 48 mayors of Volgograd Oblast cities and rurd didricts
were redected. In the oblast’'s second largest city, Volzhskii, the new mayor is Energotekhmash
Director Igor Voronin, who had the support of the Communist Party. He defeated the candidate
backed by the MDM group, which owns the largest enterprise in the city and the sitting mayor,
Anatolii Shiryaev. The Communists had backed Shiryaev four years ago, but then excluded him
from the party because of his poor performance as mayor. - Ivan Kurillain VVolgograd

ABRAMOVICH ELECTED GOVERNOR OF CHUKOTKA. Roman Abramovich, the
head of Sibneft and a State Duma member, won eection as the governor of Chukotka on 24
December with 90.61 percent of the vote (www.fci.ru). Governor Aleksandr Nazarov
withdrew from the race on 16 December in anticipation of being gppointed as Abramovich's
representative to the Federation Council. Abramovich plansto rule the distant Chukotka from
Maoscow, according to Semen Novoprudskii writing in Vedomosti (26 December).
Novoprudskii claimed that Abramovich will make more money in Chukotka, than Kirsan
[lyumzhinov, another millionaire who became a governor, would in Kamykiya. Since
Abamovich apparently has good ties with the Kremlin he will be able to pursue his economic
interests in the region without federd interference. He will aso be expected to redirect some of
thiswedlth to the federad leve. The Y dtan adminigtration was never able to gain control of these
financid flows, dthough Putin ssemsto be having greater success.



FSB MAN WINSIN VORONEZH. Voronezh Oblast Federd Security Service (FSB)
Director Vladimir Kulakov defeated incumbent Ivan Shabanov on 24 December by amargin of
59.99-15.21 percent to win the region's governorship. In the dection, Kulakov had the support
of the Y edinstvo, Otechestvo, and Y abloko parties. Kulakov aso had the backing of
indugtridigts in the group "Za vozrozhdenie ekonomiki." Also crucid was the support of
Aleksandr Solovev, the head of the Voronezh Sberbank. He has served as the head of the
Voronezh FSB since 1991.

While Kulakov did not make any origina promises in the campaign, he was lucky in that
the incumbent governor was extremely unpopular. Voronezh's economy is in much worse shape
than many of its neighbors (Nezavisimaya gazeta, 26 December). Former Governor
Aleksandr Kovaev was elected mayor of Voronezh.

KHAKASIYA'SLEBED WINS ANOTHER TERM. Khakasiya Governor Aleksal Lebed,
the younger brother of Krasnoyarsk Krai Governor Aleksandr Lebed, won a second term as
governor on 24 December with 71.21 percent of the vote. Lebed had the strong backing of
Oleg Deripaskas Sberian Aluminum in the campaign (Nezavisimaya gazeta, 26 December).
The only difficulty he faced was ensuring that turnout would reach the required 50 percent,
which he barely achieved.

CHELYABINSK'S SUMIN WINS. Chelyabinsk Governor Petr Sumin won redection easily
on 24 December, taking 58.77 percent of the vote, defeating his closest competitor State Duma
Deputy Mikhail Grishankov (16.68 percent).

KOSTROMA GOVERNOR REELECTED. Kostroma Governor Viktor Shershunov won
redection on 24 December with 63 percent of the vote, defeating Kostroma Mayor Boris
Korobov.

KALMYKIYA'SILYUMZHINOV TO SEEK ANOTHER TERM. On 31 December
2000, Kamykiya Presdent Kirsan llyumzhinov announced that he would seek athird term as
the leader of his republic. His announcement followed shortly after the State Duma amended a
Russian law adopted on 16 October 1999 that limited regional leadersto two terms. The new
verson consders regiond leaders first term to be the one they were serving when the 1999 law
was adopted. [lyumzhinov was ected in April 1993 and won a second term in eection moved
up to October 1995. Ilyumzhinov's current severt year term will not expire until October 2002,
when the next dections will be held.

[lyumzhinov decided to announce his decison now for a number of reasons. Firg, his
relationship with the federd authoritiesis relatively good. Recently 1lyumzhinov has hed
successful meetings with Putin and Presidentia Representative to the Volga Region Viktor
Kazantsev.

Second, Kamykiyais participating in avariety of internationa projects. The Tengiz-
Novorossisk pipeine built by the Caspian Pipeline Consortium passes through the republic,
extending 277 km on Kamykiyas territory. Each ton of il shipped through the region should
produce $11 in revenue for the republican budget. With construction now complete, shipments



are expected to begin in January. However, the Stuation is more complicated with the North-
South corridor connecting Asaand Russia. [lyumzhinov wants the route to pass through
Kamykiya, but federd officids favor a route through Astrakhan Oblast.

Findly, conddering the internd Stuation in the republic, Ilyumzhinov wanted to move
first so that he would be in a strong position to dictate the course of events over the next year
and ahdf. - Vladimir Volginin Biga

CENTER-PERIPHERY RELATIONS

LATYSHEV BUILDSNEW STRUCTURESIN URAL FEDERAL DISTRICT.
Presdentia Representative to the Urds Federa Didtrict Petr Latyshev is continuing to set up
severd new manageria and coordinating structures at the federd didtrict level. Latyshev seeshis
Urdsdidrict asamodd for Russas sx other federa digtricts. He fedls that he hastwo main
responsibilities: serving as a criss manager, coordinating work to correct previous mistakes, and
playing arole in reforming the relationship among the federal government, regiond leadership,
economic elites, and societa groups within the framework of the existing condtitution.

With thisgod, Latyshev opened the Urd Federa Didrict Center for Economic Planning
and Forecasting. The co-chairmen of the center are First Deputy Presidential Representative
Sergel Sobyanin and Uras Economics Ingtitute Director Aleksandr Tatarkin. The center seeks
to provide scientific support to state efforts to regulate economic and socid processesin the
federd digtrict, forecast trends, choose priority directions for sociad and economic policies,
prepare draft projects, and initiate and support strategic partnerships among scientists,
businesses, the population, and public officidsin the didrict. Sverdlovsk Oblast Governor
Eduard Rossd, in contrast, believes that one cannot talk about the socid and economic
development of the Urds region outside of the context of overdl Russan development.

On 21 December, the first meeting of the Coordinating Council for the redization of the
Russian government's tax policy in the digtrict took place. Besides Latyshev, participantsin the
meeting included the tax collection agencies, tax police, federa bankruptcy agency, bailiffs
organization, and police. The head of the Interregiona Tax Ingpectorate in the Urds Federd
Digtrict is Gennadii Bezrukov, aformer advisor to Governor Rossel on tax issues. The head of
the Interregional Agency on Bankruptcy in the Urals Federd Didrict is Sergel Fomin, who once
held the same job in Sverdlovsk Oblast. In thisway, Latyshev is attracting more of the oblast's
employeesto work at the digtrict leve.

Latyshev cdled on the police to monitor the collection of taxes in the region, arguing that
such work is necessary to make sure that regiona governments receive the money due them.
Latyshev believes that underpayments and the black economy are the main reasons that the
state does not receive what is due it. He believes that underpayments amount to 58 billion rubles
in the Urds Federd Didlrict. To address the black market the federal government is going to
create afinancid inteligence service, with branchesin the federd digtricts, to support the tax
collectors. Currently, Sverdiovsk Oblast has one of the worst records in Russiain terms of
collecting taxes, bringing in less than 30 percent of what it should (lessthan 2 billion rubles of
12.5 billion). Latyshev dso hopes to use bankruptcy proceedings to find effective new owners



for enterprises rather then destroying them, something that often happens under the current
system.

Latyshev isalso addressing the informetion policy of the region and the first meeting of
the Consultative Council on Cooperation with the Mass Media has taken place. Representatives
of 40 media outlets from numerous regions participated. The participants discussed awide
range of issues on the relaionship between the authorities and the media, including the legd
position of journaists and the use of the mediafor PR purposes during political campaigns. The
participants decided to continue their discussions with the future participation of judges and
representatives of the Central Electord Commission. - Sergel Pushkarev in Y ekaterinburg

PROCURATOR PROTESTSNEW BASHKORTOSTAN CONSTITUTION. On9
December, just more than amonth after Bashkortostan adopted its new congtitution on 3

N ovember 2000, the Russian Genera Procurator sent a protest to the republican legidature
charging that 80 pointsin 51 of the document's 164 clauses violate Russian legidation. Deputy
Genera Procurator Aleksandr Zvyagintsev demanded that the republic bring its basic law into
linewith Russan norms.

By making such charges, the generd procurator has effectively undermined the public
gatements of high-level Russan officia's who have praised the adoption of the new condtitution.
During avigt to the republic in November 2000, Presidentia Representative to the Volga
Federd Didrict Sergei Kirienko had declared the new republican congtitution a " common
victory" for the federal and republican leadership (see EM Russian Regional Report, 15
November). The protest was prepared under the aegis of the federd district procurator, rather
than the republican procurator, suggesting that the republican procurator is under the influence
of the republican leadership, while the federd district procurator has greeter ldtitude in criticizing
the republican leadership.

Another interesting feature of the procurator's protest isthat it is dated 9 December. On
15 December the leaders of Bashkortostan and Tatarstan, Murtaza Rakhimov and Mintimer
Shaimiev, met with Kirienko and deputy presidential adminigtration chiefs of staff Dmitrii Kozak
and Vladidav Surkov and no one publicly said anything about the new condtitution not
conforming to Russian legidation. The procurator's protest only became public after the meeting,
but Kirienko must have known about it at the time and decided that it would not be expedient to
discussit publicly then.

The procurator's protest is far-reaching. He found violations of Russian normsin articles
of the republic's condtitution that:

-- declare Bashkortostan to be sovereign

-- place the republic's laws above federa laws

-- edtablish independent republican citizenship

-- assart the republic's ownership of the region's natural resources

-- declare the republic a subject of internatio nd law, adlowing its presdent to Sgn and
renounce internationa tresties, and

-- dlow the republican Congtitutional Court to encroach on the responsibilities of the
Russian Condtitutiond Court in examining internationd treeties and agreements signed between
Bashkortostan and other Russian regions.



In addition, the procurator charged that the new congtitution grants excessive powers to
the republic's central bank and procurator and allows the president inappropriate rightsin the
formation of the republic's dectorad commisson. - Igor Rabinovich in Ufa

PRIMORSKII KRAI AUTHORITIESOPENLY DEFY PULIKOVSKII. Billboards
denouncing Presdentid Representtive to the Far East Federd Didtrict Kongtantin Pulikovskii
now decorate Primorskii Kral roads running through the cities of Artem and Vladivostok.
Among the dogans digplayed are: "Primorye is Not Pulikovskii's Fidd" and "Pulikovskii!
Primoryeis not Chechnya"

The governor put up Smilar billboards during his December 1999 campaign againgt
gubernatorid candidate Aleksandr Kirilichev, then considered incumbent Y evgenii
Nazdratenko's number-one rival. The current campaign againgt Pulikovskii indicates that
regiond authorities have taken the gloves off in ther fight againgt the presidentia represertative.

The billboards first appeared immediately following Pulikovskii's late December report
to Presdent Putin on the state of Primorskii Kral. In the presdentid representative's own
words, the report was negative in tone. The centerpiece of the report was the krai's energy
problems.

Immediately after the New Y ear holidays, an accident at LUTEK, the kra's largest
power generator, led to arenewal of the energy criss. Following the breakdown of two rotary
excavators at the Luchegorskii cod pit, the plant quickly used up its backup fud supply, and
electrica energy production was reduced by two thirds. Another krai power provider,
Ddenergo, isd o facing difficulties.

At the heart of dl these energy problems lies the issue of payment arrears. Thelack of
payments prevented loca energy companies from shoring up their cod suppliesin atimey
manner. They were aso indirectly responsible for the breakdown of the two rotary excavators,
which could not be repaired due to alack of funds. It is estimated that krai eectrica energy
consumers owe suppliers 1.5 hillion rubles. Loca energy workers have not received ther
sdariesin five months. Observers say that the Stuation, while stable, remains extremely tense.
Officids estimate that some 8,000 krai resdents currently have no hest.

Nakhodka Mayor Viktor Gnezdilov was forced to declare a state of emergency in his
city. Severd kindergartens have been closed, and dl sreetlights are dark, though traffic lights
are dill working. Industrid enterprises have been ordered to cut their energy usage by 50
percent and emergency brigades have been formed. In order to avoid any potentia
catastrophes as aresult of 12-hour-a-day dectricity black outs, al housing services have been
ordered to stay open around the clock. - Oleg Zhunusov in Primorskii Kra

PATTERNS OF REGIONAL DEVELOPMENT

AFTER FOUR-MONTH STRUGGLE, IRKUTSK ELECTS SPEAKER. On 25
December, the Irkutsk Oblast Legidative Assembly dected Viktor Borovskii, the generd
director of Irkutskenergo and the leader of the opposition to Governor Boris Govorin, as the
speaker of the oblast's legidature by avote of 27-15. Thelegidature gained aworking quorum
in 24 September by-dections (after the origina June eections did return enough membersto



form a quorum, see EW Russian Regional Report, 4 October 2000), but its members were
deadlocked over the choice of their speaker. Borovskii prevailed only in the seventh vote.

During the struggle to eect a spesker, Govorin had backed VIadimir Kovakov, the
generd director of the Irkutsk Aviation Production Association, and refused to back down until
the 25 December balot, when Kovakov did not run. Until this setback, Govorin had "absolute
power" in the region, according to Irkustsk State Duma Deputy Y urii Ten (1zvestiya, 5
December). However, Govorin turned out not to be strong enough to win the eection of his
candidate as speaker. On 3 January, Govorin announced that he had no plans to meet with
Borovskii. Govorin dso sad that he would like to move up the region's gubernatoria eections
from July 2001 to April. Incumbent governors usudly benefit by moving up their dections,
making it harder for the opposition to organize.

During the battle over the speaker, many of the oblast legidators blamed Govorin for
exerting undue influence over some of the deputies and for generaly seeking to disrupt the work
of the legidature. They clamed tha he used the law enforcement agencies, courts, and mediato
pressure legidatorsinto eecting his candidate. The deputies fired off aletter seeking President
Putin's help that was supported by many of the State Duma deputies representing the region.
The standoff dowed paliticd life in the region by blocking the adoption of the 2001 budget and
preventing the legidature from bringing loca laws into line with Russan legidation, asthe
president has sought.

In the days after the dection of Borovskii, many members of the pro-governor faction
refused to participate in the legidatures work. Legidator Vaerii Sokolov said that the other sde
refused to compromise with them.

Asthe head of Irkutskenergo, the 69-year old Borovskii had managed to preserve the
utility's independence from the nationa monopoly, Unified Energy System. The consequences of
Borovksi's departure for the utility remain unclear. - Based on reports from Teleinformin
Irkutsk and other sources

POLITICAL ECONOMY

SIBERIAN ALUMINUM BUYSUP NIZHNII CARMAKER. Starting in October, Oleg
Deripaskas Sberian Aluminum began to buy up stock in the Gorkii Automobile Factory
(GAZ), Russids second largest carmaker, and the Zavolzhskii Motor Factory (ZVZ), which
suppliesenginesto GAZ. By the end of October, the auminum company had bought up enough
of the stock (25 percent plus one share) to control the automaker. The purchase follows Kakha
Bendukidze's Urdmashzavod's successful purchase of Nizhnii's Krasnoe Sormovo ship-building
factory. Loca observers suggest that Governor Ivan Sklyarov did not take vigorous actions to
stop the purchases, dthough GAZ management was opposed to the new owner. GAZ playsa
magor role in the local economy since it provides 40 percent of the oblast budget's revenue and
more than haf of the revenue collected by the city of Nizhnii Novgorod.

In the pagt, the region's mgor enterprises aways found common cause with the
governor and supported him. Now Sklyarov has signed an agreement on socid partnership with
Deripaska. However, this does not mean that the new owner of GAZ is as committed to the
region as the old owners were. The agreement Sklyarov and Deripaska signed is not legally



binding, and Deripaska faces no consequences for not fulfilling it. The fact that GAZ President
Nikola Pugin remainsin hisjob issmply aformdity Snce his powersin running the plant have
been sgnificantly reduced.

The trangtion to the new ownership has not been smooth. GAZ had to shut itsmain
production line from 7 to 13 December. The officid reason for the shutdown was that the new
owners decided to use only money in dl their transactions. Earlier dmogt al GAZ cars were
sold by means of mutua debt cancellation and with the use of veksdls. This system worked
because GAZ is a huge debtor, and it did not want to halt production every time the tax
authorities froze the plant's bank account. The parts necessary to make the cars came from non-
monetary swaps and the factory workers were paid through the deders. Siberian Aluminum did
not like the fact that under this arrangement the dedlers, who have close ties to the GAZ
management and the loca authorities, were able to skim off dl of the profits.

ZVZ, for example, did not pay for eectricity because GAZ covered these costs through
mutual debt swaps. As soon as the new ownerstried to switch over to monetary payments, the
old sysem immediately collgpsed. The utility turned off energy suppliesto ZVZ and ZVZ, in
turn, demanded that GAZ pay for previoudy delivered engines in cash. The resulting chaos
meant that GAZ could no longer produce cars. Of course, the utility woud not shut off power
to ZVZ, on which the economy of the city depends, if there had not been a previous agreement
between the two. At that stage, ZVZ was il trying to fight the take over by the outsiders.

It isnot clear what the ultimate consequences of Siberian Aluminum's purchase of GAZ
will befor the city. When the production line stopped, the day care centers associated with
GAZ dso shut. Until now, care takersin these facilities were employees of GAZ, earning the
same benefits as the factory workers. Now these facilities have been transferred from the
factory to the city. In the past the GAZ day care employees earned twice as much as similar city
employees. Although Nizhnii Novgorod Mayor Y urii Lebedev promised to maintain sdary
levels, everyone knows that the city does not have sufficient funds to do so. Lebedev dso
replaced the head of Avtozavod Raion. Earlier he could not do this without Pugin's permission,
but Puginis now in aweak position. Lebedev made the change because he needed to ensure
the eection of dliesin the City Duma eections held at the end of December.

Another question is how Siberian Aluminum plansto invest in the automaker's future
development. Some sources, such as the M oscow-based Vedomosti, speculate that Deripaska
will end the joint venture GAZ has set up with Fia. - Yurii Rodygin in Nizhnii Novgorod

SPECIAL REPORT

FREE ECONOMIC ZONES: MANY COMMON PROBLEMS

By Olga Kuznetsova, Working Center for Economic Reforms

During the summer of 2000 President Putin vetoed a law on free economic zones that had been
adopted by both houses of the parliament. This was not the first attempt to adopt alaw on free

economic zones. However, legidators are likely to try to draft new laws soon, since such zones
are aready operating in Russa and their activity should be regulated by law.



The president objected to the previous draft because it violated numerous existing
federd laws, including tax and customs legidation. The bill o did not address many of the
substantive issues concerning free economic zones and their activities.

Severd free economic zones (also caled specid economic zones and enterprise zones)
were cregted in the early 1990s. Since there was no federd law on their activity, the zones
functioned on the basis of ad hoc ingtructions. In most cases presidentia decrees or federa
government acts established these zones (however, some regiond authorities dso set up zones).
Asareault, no one can say exactly how many zones exist today in Russia, dthough there are at
least 20 (see Table 1 for alist of the zones - http://www.iews.org/rrrabout.nsf/pages/zones).

Moreover, no federd agency can provide accurate information about which of the
zones are actudly functioning and what impact they have on the socio- economic Stuion in the
territoriesin which they are located. The most well known zones are those functioning in
Kaliningrad, Magadan and Nakhodka. The zone in Ingushetiya was dishanded by a 1997
government ruling.

There are severd generd reasons for the ineffectiveness (or very limited effectiveness)
of the mgority of Russan zones. Firg the legidation has gone through many stages. In the first
part of the 1990s, the main goa of the zones was to increase exports and attract investment.
Therefore producers working in the zones were given awide assortment of tax bresks and
customs exemptions. However, most of these benefits were cancelled in the middle of the
1990s, and the exigting zones now focus less on encouraging production than facilitating trade
through lucrative customs benefits. Naturally, such legidative changes did not increase the
investment attractiveness of the zones.

Second, the zones have falen victim to gigantomania. World experience shows that
zones are mogt likely to be successful where there is a highly developed infrastructure
(trangportation links, tedecommunications, and hotels). Building such infrastructure makes up
much of the costs of establishing and running a free economic zone. Developed countries can
spend between $20 million and $70 million per square kilometer to set up such azone. Usudly
foreign investors do not contribute to congtruction, with up to 80 percent of dl investmentsin
the zones coming from domestic sources. Usudly, the zones are extremely compact. These
requirements were not taken into account in Russia and often the zones cover entire regions.

Third, many in Russia saw the crestion of such zones as away to address socid and
economic problemsin depressed and backward regions. However, as world experience shows,
these zones can only succeed if they have some sort of competitive advantage, such asan
advantageous location. In Russia, many of the zones are based far from the border and even far
from the main trangportation links.

Since the economic zones face common problems, the solutions for them are dso
amilar. The law on free trade zones should address the question of equaity anong Russian
regions. The draft law's failure to do so was one of the reasons that Putin rejected the old one.
Creating azone in one or ancther region and granting it benefits exacerbates regiona disparities.
In and of itsdf this should not be an obstacle to creating zones since the federal government's
regiond economic policy is built on giving certain benefits to specific territories. However, to
prevent problemsin center- periphery reations, the federal government should view zones as
ingruments of regiona policy and choose the regions that will receive the benefits (indirect



financid ad) on the basis of clear criteriathat are incorporated into Russian law. Thus, it should
be clear that not just any region can be an economic free zone, but only those that meet certain
demands, such as those with an advantageous location or rich natural resources.

The reed to concentrate the small amounts of foreign investment that Russiareceivesin
regions and economic sectors able to serve asloca and nationa cataysts meansthat the
number of zones mugt be limited. Thus, at leest in the initid sage, the amdl number of zones
should have a compact territory and clear sectora priorities.

The law on the zones should be as concrete as possible. The Russian experience shows
that most declarations of intent usualy remain on paper. The law on zones should not violate
other Russian laws or have priority over them. The provisons of the law should remain stable
over the long term, the benefits granted for a significant period of time, and any attemptsto take
away the benefits from functioning enterprises should be banned.

Russian free trade zones have to be competitive with those operating in other countries,
particularly those near Russids borders. Therefore, before introducing afree trade zone, it is
necessary to andyze the laws in neighboring states. Smply freeing some goods from customs
dutieswill hardly will be asufficient gimulus for foreign invetors.

Table 1. Free Economic Zonesin Russia

Free Economic Zone Year of | Legislative Basis
creation
Nakhodkha (Primorskii Krai) RSFSR Supreme Soviet
1990 resolution

Tekhnopolis Zdenograd RSFSR Supreme Soviet
Zonein Kdiningrad Oblast Act (postanovieniya)
Dauriya (Chita Oblast)
Free enterprise zone in St. Petersburg
Free enterprise zone in Vyborg (Leningrad Obl.) Decree of the Chairman of
Zonein Altai Krai the RSFSR Supreme
Eva (Jewish Autonomous Oblast) 1991 Soviet Presidium
Sadko (Novgorod Oblast)
Kuzbass (Kemerovo Oblast)

Act of the RSFSR
Sakhdin Supreme Soviet Presdium
Ecologica and economic zone "Gornyi Altal™ Act of the RSFSR

Council of Minigers
Free trade zone Sheremetevo 1992
Customs Free Zone "Moskovskii franko-port" and 1993 Presidential decree
"Franko-port Termind™
Specid economic zone within an ecologically protected Act of the Russan
region of Russan minerd sources - Caucasanmingrd | 1994 government
waters




Kabardino-Bakariya 1995 Presidential decree
Customs free zone at the Ulyanovsk-V ostochnyi Act of the Russan
arport 1996 Government
Ingushetiya International Business Center Federa Law
Speciad Economic Zone in Kdiningrad Oblast

Y elabuga Automobile Factory Act of the Russan
Ostiya Intensive Economic Development Region Government
Zonein Khakagya Presidential decree
Specid Economic Zone in Magadan Oblast 1999 Federal law

NEW TAX CODE LIMITSKALININGRAD'S FREE ZONE. On 1 January, the second
part of the Russian tax code went into effect, depriving Kainingrad Oblast of many of the
benefits it obtained in the 1996 law that created a Specid Economic Zonein the region.
According to ingtructions issued by the Russian Federation State Customs Committee, the
customs service now will collect vaue-added tax and fees from goods imported to Kdiningrad
Oblast aswell as goods produced in the region and then shipped to other Russian regons. The
decison will have severe consegquences for the oblast. Prices on imported goods have adready
jumped 15-20 percent, a hike that will undoubtedly have a negative impact on the standard of
living for Kainingrad resdents. Moreover, the competitiveness of goods produced in
Kaliningrad has dropped because amost dl goods produced in Kdiningrad and then sold
elsawhere in Russa are made from imported kits. Thusthe find price of Kainingrad goods sent
to the rest of Russa has risen sgnificantly.

The federa law creeting the specid economic zone in Kainingrad includes an article
giving the oblast a preferentid customs regime including a list of goods that are not subject to
vaue-added tax. Accordingly, the new ingtructions violate the earlier law and therefore should
not have any legd effect. At a press conference on 4 January, the newly-dected Kdiningrad
governor, Vladimir Y egorov, announced that as a result of negotiations with the State Customs
Commission, the implementation of the instructions would be postponed for two months.

Y egorov aso announced that the oblast administration would work to completely overturn the
ingructions. Additiondly, Sergei Pasko, president of the Kainingrad Union of Entrepreneurs,
has filed a suit seeking to have the ingructions annulled. Pessmidtically inclined observers
believe that the court will not rule in favor of Kainingrad because the satus of the newly
adopted tax code, on which the customs instructions are based, could be declared higher than
the law creeting the specia economic zone. - Y ekaterina Vaslevain Kdiningrad

FATE OF NAKHODKA PARK STILL UNCERTAIN. On 20 November, the State Duma
Committee on problems of the North and the Far East held parliamentary hearings on the
ratification of the Russian South Korean agreement to create a specid economic zonein the
Primorskii Kral port of Nakhodka. The deputies urged the government to consider their
recommendations for ratification prior to 15 December and asked the president to "take the
question under his persona control.” However, no agreement was reached by the appointed




date and once again the State Duma had to request that the federa authorities come to
agreement on the terms of ratification.

This dilatory process should come as no sur prise to those familiar with the history of the
Nakhodka Specia Economic Zone (SEZ). Since the project was launched in 1990 the
Nakhodka SEZ has been scaled down considerably. Originaly planned to be a 330 hectare
zone which would attract American and South Korean investment, after a decade of false starts
and dlegations of mismanagement its scale and Size were reduced substantialy. By 1999, the
project had evolved into a 20 hectare Russian South Korean industrid park. On 28 May
1999, the Russian and South Korean government signed an agreement to build the park.
Although the South Korean parliament ratified it more than a year ago, the Russan government
has yet to do so because of disagreements within certain ministries, especidly the Tax Minigtry.
Moreover, during the recent hearings, the Russian government sent the South Koreans a
memorandum, changing Russids position on certain tax issues.

During the hearings the Deputy Tax Minister Sergel Shulgin asserted that the tax people
aways held aconsstent position on the Nakhodka zone but that, despite their proposals, the
agreement contained severa points that contradict Russian policies. For example, the
agreement alows for taxfree imports into the zone of goods and labor from other countries. In
effect a hole would be made in the Russian border, through which goods from foreign countries
and other regions in Russa could enter without paying customs duties and leave without being
taxed. Thus the zone would not be promoting production but would become a market-place
for goods and services. According to Shulgin it was a good thing that the government
recognized this problem. He noted that in discussons with the South Korean side, it was clear
that the tax-free status only would apply to goods and services involved in production in the
zone, but that this was not indicated in the text of the agreement. Shulgin stated that ratification
should occur after a new memorandum was signed. According to Igor Garivadskii, the head of
the department for investment policy at the Ministry of Economic Development and Trade, the
memorandum has been drafted and sent to the government. Once appropriate ingtructions were
granted, negotiations could begin with the South Korean side.

- Irina Drobyshevain Vladivostok
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THE VIEW FROM MOSCOW

BATTLE INTENSIFIES OVER PRESIDENTIAL REPRESENTATIVES.

Kremlin insiders are now waging an intense battle around the president over the powers
of the seven representatives to the region. At a meeting with the presidential
representatives and their key staff members on 25 December, Putin gave his staff until 15
January to prepare a decree defining the powers of the representatives. The meeting



produced contradictory results, in some ways limiting the representatives power and in
some ways expanding them. Putin said that the seven federal districts should not be
governments and warned the representatives not to intervene in affairs of the governors.
On the other hand, he said that they could do so in the case of an emergency, but left
unclear what situation constituted an emergency and who would declareit. Additionally,
he gave the seven representatives control over half of the staff of the Presidentia
Administration's Territorial Department. Additionally, the president's seven
representatives to the regions are now opening their own offices in Moscow with a staff
of approximately 15 employees.

By reducing the power of the Territorial Administration, the president only will
get information about the regions from the seven representatives. The information will
come in bits and pieces, but not part of an overal, comprehensive view and the president
will not have direct access to other sources. When he served as presidential chief of staff
in 1996, Anatolii Chubais realized that presidential administration largely duplicated the
work of the government. He therefore transferred al economic powers to the government
and essentially left only regional policy in the hands of the administration. If Putin's
instructions are implemented, the role of the administration in this sphere will be
significantly reduced and the stature of the administration will drop since it will not have
control over a particular policy area.

Presidential Chief of Staff Aleksandr VVoloshin heads the group trying to reduce
the powers of the presidential representatives. Other groups such as the Security Council
support them. However, the lines are not drawn very clearly, as the seven representatives
do not coordinate with each other. They are jealous of each other's powers and have a
history of saying different things about what their powers are and should be. In effect, the
establishment of the representatives created a new generation of bureaucrats, bringing in
people from different places who express a different point of view. The old guard is fully
aware of this situation and is fighting back. Despite the murky situation, the battle is
getting more and more intense.

Some Kremlin journalists believe that Putin is not satisfied with the work of his
representatives. While he may not disband the institution altogether, it is possible that he
will replace some of the representatives with new people. For example, Georgii
Poltavchenko has not been successful in asserting his influence in the Central Federal
District. There are hundreds of examples of violations of Russian law in Moscow, which
secured a high degree of independence under Y eltsin, yet the procurator only has filed 17
complaints. Konstantin Pulikovskii is on vacation in Krasnodar while the Far East faces
its latest energy crisis. He is supposed to coordinate federal agencies in the region, which
include the coa industry, railroads, and electricity providers, but all he does is criticize
Governor Yevgenii Nazdratenko. Petr Latychev is still having difficulty handling
Governor Eduard Rossel and organized crime in his district.

Putin and his team also fear that Chuvashiya Governor Nikolai Fedorov will win
the Constitutional Court case he filed against the legislation approved last summer
supporting Putin's federa reforms, such as restructuring the Federation Council and
giving the president the right to fire governors. In this situation Fedorov is playing a
complex game because he is not opposed to the Kremlin in every area. Putin cannot
ignore the problem of the Constitution and the Constitutional Court because he does not
want to provoke a crisis with the governorsor the public. By attacking the governors and



oligarchs head on, Putin has created a latent opposition that is waiting for him to make a
mistake so that it can attack.

Another tendency is the growing power of the republics. Tatarstan and
Bashkortostan are likely to go on the offensive after Tatarstan President Mintimer
Shaimiev is redlected in March. They will likely seek greater freedom from the federa
government. The republics are generally more prosperous than the average Russian
region. They have many religious, cultural, and language issues they will use in their
arsenal. The republican leaders also benefit from the prominence of such nationally
known singers as Zemfira (from Bashkortostan) and Alsu (Tatarstan), who are able to
compete with Alla Pugacheva. After starting with cultural demands, the republics will
assertively push a more political agenda against the president.

Looking at the string of regional elections during the fall of 2000 and early weeks
of 2001, it is hard to say if "the Kremlin" won any of them. In regions such as Ulyanovsk
or Tyumen, some groups in the Kremlin supported one candidate, while other groups
supported a different one. This problem reflects a general tendency of Putin to avoid
making difficult decisions. As a result, the main decision makers are at the secondary and
tertiary levels and because of the intense on-going struggle for power, they tend to adopt
contradictory policies. - Robert Orttung in Moscow

CENTER-PERIPHERY RELATIONS

BASHKORTOSTAN LEADER REJECTSEFFORTSTO BRING LAWSIN LINE.
In amajor policy statement on 11 January, Bashkortostan President Murtaza Rakhimov
expressed his disagreement with the methods employed by the federal government in
bringing regional laws into line with federal norms. He arguedthat the federal authorities
had turned the idea of making the laws conform into a goal in itself, while forgetting
what he described as the authorities main job: improving the life of ordinary citizens. He
labeled the procurator's criticism of Bashkortostan's new constitution as part of an
attempt to create the legal basis for restoring a "unitary administrative system” (see EWI
Russian Regional Report, 10 January). Rakhimov advised the republic's legislators to be
careful in changing the republic's lawsand to preserve the republican legal system's
stability, continuity, and consistency. He suggested working on the basis of the 1993
constitution, but not on federal laws which themselves "require updating and an
accounting of the specifics of the regions of multi-national Russia." He called on the
republic's legidators to work on updating federal laws even though he argued that the
federal parliament generally ignored regional input.

Rakhimov stressed that the 1994 power-sharing agreement continued to regulate
relations between Russia and Bashkortostan and claimed that Putin supported this point
of view. Rakhimov said that the republic had made great progress in bringing its law into
line with federal norms (essentially ignoring the prosecutor's complaints) and said that
the process would be finished by 1 March. - Igor Rabinovich in Ufa

RESTRUCTURING THE FEDERATION

UST-ORDA BURYATIYA "INEVITABLY" WILL UNITE WITH IRKUTSK.
Recently reelected Ust-Orda Buryatiya Autonomous Okrug Governor Valerii Maleev



believes that his region will soon be folded into Irkutsk Oblast, of whichitisa
constituent part according to the current constitution. "We received a letter from the
presidential administration which laid out two ways for the merger to take place. A
referendum on complete unification could be conducted. The alternative would be to
negotiate with Irkutsk Oblast over the nature of our relations," he said. - Teleinformin
Irkutsk

PATTERNS OF REGIONAL DEVELOPMENT

SUMIN LAUNCHES SECOND TERM IN CHELYABINSK. On 10 January
Chelyabinsk Governor Petr Sumin took the oath of office for his second term, this one
lasting five years. Attending the ceremony were Presidential Representative to the Ural
Federatl District Petr Layshev, Sverdlovsk Governor Eduard Rossell, Kur gan Governor
Oleg Bogomolov, and Bashkortostan President Murtaza Rakhimov.

There are many rumors in the oblast that Chelyabinsk will face new elections
soon due to Sumin's poor hedth. In that case, his most likely successor would be Andrel
Kosilov, who currently is in charge of the oblast's social sphere and agriculture. Similar
rumors circulated during Sumin's entire first term and never amounted to anything. The
governor himself has not given any indication that he intends to resign early.

Beyond health issues, the governor faces severa new problems in his second
term. First is the split in his team and the departure of many deputies who played arole in
the oblast's economic growth during 1999 and 2000, particularly former First Deputy
Governor Vladimir Utkin who ran against Sumin in the gubernatorial campaign. In 1999
oblast production increased 15 percent and shot up 17.5 percent in 2000. In recent
months, the pace of growth has dropped noticeably, and the owdown seems to be
becoming more acute.

Second, there are new difficulties in the sphere of interbudgetary relations. In
2000, the oblast was able to keep 58 percent of the tax collected on its territory, while in
2001, this figure will drop to 48 percent. The profits of the region's metalurgy plants,
which make up 70 percent of regional production, are expected to drop because of poor
market conditions and higher prices for railroad transportation and electricity.

Finally, during the campaign, Sumin denounced the attempts of the "oligarchs’ to
subordinate Chelyabinsk Oblast to their own interests and to take control of its most
lucrative sectors. While the governor's statement probably won't frighten the "oligarchs,”
it might drive away other investors, without whose support life will be difficult in
Chelyabinsk Oblast.

On 12 January, the newly elected oblast legislature reelected Viktor Davydov as
its chairman, a position he had held for the last four years. Over 70 percent of the
members of the legislature are serving for the first time. Davydov had the unanimous
support of al 45 members. During his first term, he worked well with Governor Sumin.
Davydkov never came into serious conflict with the executive branch and managed to
preserve a degree of independence.

Industrial enterprise directors dominate the legidature and its decisions will
reflect their economic interests. More than 30 of the 45 members are enterprise directors.
Despite the unanimous vote for the speaker, the makeup of the oblast legidature is not as
monolithic as it had been earlier. While all the deputies support a pro-state, pragmatic



approach to oblast politics and seek to avoid confrontation with the federal authorities,
the deputies represent different companies, which have different economic interests.

Inthis context State Duma Deputy Mikhail Y urevich is setting up afaction to
represent Union of Industrialists and Entrepreneurs (SPP). Y urevich is known as the
"bread” magnate in the region and also has interests in the gas industry. Five other
members of the legidature represent bakeries. So far the industrialist deputies have not
decided if they need afaction, which could include up to two thirds of the legidature's
members. However, the very discussion shows that the legislature could behave more
independertly in the future.

Mayors congtitute the other major group in the legidature, although they arein a
clear minority compared to the industridists. The industrialists and mayors are likely to
have strongly different interests, potentially allowing the administration to stay "above
the fray" and to use the conflict for its own interests. However, 2001 is likely to be
difficult because the oblast is losing money to the federal government and the steel sector
is anticipating a dowdown. In sum, the new legidature is less politicized, but more
diverse than the previous one. Therefore, there will likely be tense internal battles among
economic interests on the political and legidative front. - Igor Stepanov in Chelyabinsk

NEW BALANCE OF POWER IN KALININGRAD. Kaliningrad Oblast elected
Vladimir Yegorov asits new governor on 19 November, and it is now becoming clear
who his key appointments will be and what political course they are likely to chart.

The first and most obvious outcome of the recent elections is the victory of pro
Y egorov forces. Newly elected Oblast Duma Chairman Vladimir Nikitin (Soyuz pravykh
sil) and his deputy Valerii Frolov are both recognized Y egorov supporters, as are the
majority of oblast deputies. It is clear that the oblast administration will receive strong
support from the Duma. These loyalties will be put to the test in the near future, when the
Duma considers the 2001 oblast budget and amendments to a series of regional economic
laws.

Former Kaliningrad Oblast Governor Y urii Matochkin, a Duma deputy who ran
for chairman but had to content himself with heading up the Economics Committee, is
the main source of organized opposition to Yegorov.

In the Federation Council, former leader of the Yantarnii krai bloc Nikolai Tulaev
will represent the Oblast Duma and former Oblast Duma Speaker Vaerii Ustyugov will
represent the governor. While Tulaev's post is a significant step up in his political career,
the same cannot be said of Ustyugov, who sought a key role in the new administration
but has instead been "honorably exiled" to Moscow.

More important is the makeup of Y egorov's cabinet. Vladimir Prigorov, a well-
known local businessman who heads a number of financial and telecommunications
concerns and helped run Y egorov's electoral campaign, has been appointed vice-
governor. It islikely that he will wield significant influence in the new administration.

Y egorov also has named his deputy governors. Two of them hail from LUK ail,
the largest economic player in the region: Mikhail Tsikel, who will be responsible for
foreign economic and international ties, and Pavel Fedorov, who will oversee finance and
investment. Anatolii Khlopetskii, another famous local entrepreneur, will be responsible
for regional development, transportation, and the special economic zone. None of former
Governor Gorbenko's deputy governors were kept on, with the exception of Tamara



Kuzyaeva, who served as deputy governor of justice under both Matochkin and
Gorbenko but left the latter's team long before the recert electoral campaign.

Y egorov has clearly replaced Gorbenko's team with a young, energetic, and
pragmatic group of people, experienced in business management under market conditions
and fully aware of the importance of developing the regiona economy in a manner that
takes both foreign and domestic factors into account. It is also clear that Y egorov's team
lacks bureaucratic experience, a situation that will quickly change and might in fact be
considered a strength by some.

The new regional authorities will benefit from Moscow's support, as well as that
of the international community -- virtually all foreign politicians and business partners
supported Y egorov for governor. The question of the day is whether the new team will be
able to optimize the oblast's potential while resolving the array of complex problems
facing Russia's westernmost region. - Y ekaterina Vasileva in Kaliningrad

ALPHABET SOUP IN TATARSTAN. Tatarstan is continuing to debate the republican
parliament's decision to employ the Roman, rather than the Cyrillic, aphabet for the
Tatar language. The Russian Federation State Duma unwittingly sparked this debate in
December, when KPRF Deputy A. Chekhoev announced that Tatarstan's decision to
overthrow the Cyrillic alphabet represented a national security threat. Chekhoev
recommended that a commission be set up to bring the Tatarstan government in line and
to file areport on the matter. The KPRF, Narodnii deputat, Agrarians, and even the

Y abloko faction supported Chekhoev, with only Soyuz pravykh sl dissenting. The other
factions, including LDPR, whose leader usually speaks out against the Russian
Federation's national republics, remained silent.

A working group comprising the head consultant to the State Duma Committee on
Nationalities, a representative of the Moscow Institute of the countries of Asia and
Africa, and amember of the National School Institute recently visited Kazan. Their visit
further politicized this linguistic issue. Interestingly, a similar language reform is
underway in Kalmykiya, afact that has eluded the attention of State Duma deputies. The
working group recently departed Kazan and is now preparing its report.

Such federa interference in an issue that is purely regional in nature and affects
the Tatar people alone cannot but be viewed by locals with surprise and concern. No one
can explain why adopting the Roman a phabet would cause a threat to national security.

Even in Tatarstan the change in aphabet remains controversial. On the positive
side, supporters say, the Cyrillic alphabet does not adequately reflect the Tatar language,
as it lacks the requigite letters for forming certain important phonetic groupings. In
addition, they say, Roman letters will alow the Tatars to form closer linguistic and
cultural ties with other Turkic peoples who use the Roman aphabet (e.g. Turkey), as well
as the countries of the Middle East. Finally, switching to the Roman alphabet would
smplify greatly local use of international computer technology.

Detractors argue that switching to the Roman aphabet would lead to the loss of
an entire layer of Tatar culture. They aso point out that no one is prepared for the
transition: teachers have not been trained for the task, and there are no student textbooks
or teacher's guides using the Roman alphabet. Finally, they say, adopting a new al phabet
would be enormously expensive, and the republic does not have the resources for the
project.



Some observers have taken the middle ground: while not opposed to the change in
theory, they do not believe that now is the right time for it. They point out that the
republic currently has a budget deficit, and all available resources should go to addressing
much more serious socia problems.

Whatever the outcome, it seems clear that thisis a question the Tatar people
should decide for themselves, without federal interference. - Midkhat Faroushkin in
Kazan

GOVERNORS ELECTIONS

SOBYANIN WINS IN TYUMEN OBLAST. Deputy Presidential Representative in the
Ural Federal District Sergei Sobyanin defeated incumbent Tyumen Governor Leonid
Roketskii in Tyumen's gubernatoria elections on 14 January, taking 51.3 percent of the
vote. In the race, President Putin publicly had supported Roketskii even though Sobyanin
was a member of his presidential administration.

Tyumen is important because it produces nearly al of Russias natural gas and
twothirds of its oil. The region is divided into three units: the resource-rich Y amal
Nenets and Khanty Mansii autonomous okrugs in the north and the agricultural Tyumen
proper in the south. Since the northern okrugs produce much of the region's wealth, they
resent having to share it with the rura south and have sought to secede from the oblast to
which they are formally subordinate. In the election, Sobyanin, once the chairman of the
Khanty Mansii legidature, represented the northern okrugs, while Roketskii represented
the south. Accordingly, most of Sobyanin's votes came from the north, while most of
Roketskii's support was located in the south.

During the campaign, Roketskii stressed that Putin supported him and that he had
close relations with the separatist governors of the okrugs. The okrug governors,
however, backed Sobyanin and formed a united front against Roketskii. Despite the
separatist tendencies of the okrugs, there are strong ties between the northern okrugs and
southern rump of the oblast. Often young workers from the southern part of the oblast go
to the north to make their fortune and then return to the south to retire.

Roketskii stressed that he would be the key figure in preserving the unity of the
oblast and its three units, arguing that it did not make sense to break the oblast up and
divide its resources. Before the election, observers believed that if Roketskii won, the
governors of the okurgs, Aleksandr Filipenko and Y urii Neelov, would do everything
they could to separate themselves from their southern neighbor. Sobyanin's victory, in
contrast, improves the possibility of keeping the oblast together. In fact, Vedomosti (16
January) argued that Sobyanin would implement the idea, now under discussion in the
Kremlin, of eliminating the autonomous okrugs and making Tyumen oblast a united
whole, although it is not clear how successful such a plan would be. As a consolation
prize, Roketskii may be able to retain his membership in the State Council, where he is
currently a member of the presidium. The council, made up of the governors and the
president, allows former governors to be members.

The election naturally had important consequences for Russias oil companies.
Roketskii is the chairman of the board of the Tyumen Oil Company (TNK) and the
company reported contributed $1 million toward his reelection (Segodnya, 16 January).
Sibneft and LUK oil apparently supported Sobyanin. According to Segodnya,



Surgutneftegaz contributed to both candidates, though Vedmosti claimed that the
company backed Sobyanin. - Sergel Pushkarev in Y ekaterinburg and other sources

BUTOV REELECTED IN NENETS AUTONOMOUS OKRUG. Nenets Autonomous
Okrug Governor Vladimir Butov won a landdide victory to secure a second term,
defeating his opponent, Deputy Director of the Polyarnoe siyanie company Aleksandr
Shmakov, 68-14 percent. LUKoil had actively supported Shmakov because Butov has
blocked the company from doing serious work in the region. Butov's opponents asked the
court to remove him from the race, claiming that he had tried to buy votes, but the court
rejected the case (Kommersant Daily, 16 January).

LOCAL GOVERNMENT

ELISTA MAYOR TO BE APPOINTED BY CITY ASSEMBLY. Amendments to the
Elista City Charter as proposed by the City Assembly came into effect on 12 January.
The most significant amendment involves the status of the mayor, who -- asin the past -
heads the |legidative and executive branches of city government. In other words, this
individual serves smultaneously as both Chairman of the City Assembly and Mayor of
Elista. But whereas in the past the citizens of Elista directly elected the mayor/chairman,
the City Assembly will be responsible for appointing this official to afour-year term

NOW.

In other words, only 11 people will be responsible for electing Elistas mayor. The
electoral campaign to the City Assembly is already underway, with elections scheduled
for 4 February. Interestingly, the amendments to the City Charter were announced in the
press and took effect immediately following the registration of candidates. Twenty-seven
people are vying for 11 places. The most notable figure among them is incumbent R.
Rurulov, under whose |eadership the proposed amendments took effect. Burulov replaced
his predecessor V. Shamaev in March 2000, when the deputies called for Shamaev's pre-
term removal from office, citing abuse of power. - Vladimir Volgin in Elista

BUDGET ISSUES

ST. PETERSBURG REFORMSBUDGET PROCESS. Just before the New Year's
holidays, St. Petersburg Governor Vladimir Y akovlev approved a program to reform the
city's budget system. The new program takes into account changes made in the new
federa tax code, which went into effect on 1 January. A key part of the processis
reducing the level of subsidies to state enterprises. Specifically, one of the main goals of
the reform is "the gradual abolition of state subsidies to enterprises that provide
communal services' and "the establishment of new prices that make it possible to finance
municipal services with funds generated by the enterprises that provide such services.”
Another priority is "the elimination of subsidies to state enterprises and the transition to
new mechanisms for raising capital for their investment programs, including alowing
them to issue stock.”

Additionally, the governor ordered his Financial Committee to prepare draft
instructions on establishing a treasury system for state enterprises. While in the past, state
enterprises ssimply received subsidies from the state budget, under the new system the



treasury would transfer money directly to the supplier providing goods and services to the
enterprises. Presumably, the new mechanism would eliminate the kinds of corruption that
currently plague the system.

The administration also is planning to conduct an inventory of all the property
belonging to enterprises owned by the city and to examine how effectively the property is
being used. The audit will likely force the closure of some enterprises. In thisway, the
city plans to reduce the amount of unused or misused property that it currently owns.

Combined with these moves, the city plans to study how much money it has to
pay for benefits established by federal law. Often federal law provides benefits for certain
categories of citizens or enterprises without providing the necessary funding to pay for
such benefits. - Marina Makova in St. Petersburg

INTERREGIONAL POLICIES

DAGESTAN EXPANDS CONTACTSWITH ITSNEIGHBORS. Dagestan has
begun to increase its cantacts with its neighbors. Most prominently, the head of the
Dagestan State Council, Magomedali Magomedov, participated in President Putin's
delegation on his trip to Azerbaijan on 9-11 January.

Just before that visit, on 8 January, a delegation headed by Dagestan Minister of
Internal Affairs Adilgire Magomedtagirov and Deputy Russian Minister of Interna
Affairs Igor Zubov visited the Azerbaijani city of Khachmas to meet with a delegation of
Azerbaijani law enforcement agencies. The meeting took place within the framework of
the agreement signed by the ministries of internal affairs of the so-called "Borjomi Four"
(Russia, Georgia, Azerbaijan, and Armenia). At the meeting, the two sides discussed
mutual cooperation in fighting organized crime and terrorism, providing security for the
economy and transportation, and expanding telecommunications links. The two sides
signed a protocol to increase cooperation between police in the border regions of the two
states.

Zubov said that "Our work is not smply a declaration of intentions to conduct
joint exercises, but has provided concrete results in terms of the joint detention of
criminals and conducting specia operations. We have arrested 1,400 people in recent
years."

Another notable event was the visit of Graznii Mayor Bidan Gantamirov to
Makhachkala Mayor Said Amirov on 11 January. Thisis the first visit of an Chechen
politician to Dagestan since the beginning of the second Chechen war. Chechen President
Adan Maskhadov tried to visit in October 1999, but residents of the border region
blocked his motorcade because he had not denounced the August 1999 invasion into
Dagestan led by the field commanders Shamil Basaev and K hattab.

This time Gantamirov apologized for the invasion, describing it as a " common
problem.” He claimed that he would restore order in Grozny in two to three months, and
described his visit to Makhachkala as the first step in the process of establishing a
peaceful life. The Chechen delegation included the head of the city's energy complex and
chief cultural official. The mayors signed agreements expressing their desire to develop
cooperation in the cultural, socio-economic, political, and legal spheres and to set up a
working group to address these issues. - Nabi Abdullaev in Makhachkala



DISPATCHES FROM THE FIELD
FORWARD TO PUTINISM, BACKWARD TO COMMUNISM?

by Nina L. Khrushcheva

MOSCOW-NIZHNII NOVGOROD-NOVOSIBIRSK-January 5, 2001: There was
once a great Soviet slogan: "Forward to Communism!" Russia today is
experiencing a familiar deja vu. In the Yeltsin era Russians lived with an
underdeveloped market economy and with some elements of a democratic
system of governance, thinking that they were moving forward, slowly but
forward. Now they have no idea where they are moving, or in fact if they are
moving at all.

First, following President Vladimir Putin's firm recommendation, the State
Duma approved (almost unanimously) the new Russian (old Soviet) anthem
with changed words, of course, but with the same spirit: "Great Russia united
forever the unbreakable Union of Soviet Republics.” Then the FSB's (Federal
Service Bureau, former KGB) foreign espionage branch celebrated its anniversary
in the company of its former employee Vladimir Putin himself, as well as many
others whose career record never indicated any connection with this "state
ideology protection” office. Then there was the shareholders meeting of the RAO
EES (United Energy System), the Russian energy giant headed by the former
reformer, turned oligarch, Anatolii Chubais. The meeting itself was a good
thing, but the banner over the presidium, "Long Live the 80th Anniversary of
Vladimir Lenin's GOELRO Plan," was an entirely different story. The GOELRO
(State Organization for the Reconstruction and Development of the Soviet
People's Economy) plan was designed and implemented by Vladimir Lenin,
whose slogan for the Soviet Russia was "Socialism means Soviet statehood plus
electrification of the whole country.” Chubais's plan to build such a system in the
new market environment under the state leadership of Vladimir Putin also
means to involve all people across the nation.

As if we were taking the old music of national pride and unity (and
torture, provided by that very KGB celebrated today under the new FSB name),
and filling it with new words of God and wisdom, heating will miraculously
come to the remote areas of the country (Chubais's plan is indeed similar to the
GOELRO one - instead of national socialization, it calls for obligatory national
marketization: if a region can't pay, people will be simply left without any heat),
pensions will get paid, teachers and workers will receive their wages and
salaries, the economy will improve, and Russia will live happily ever after....

For the rest of the enormous country, however - with a population of
almost 150 million and 11 time zones - these are all Kremlin games, hypothetical,
symbolic, with no relation to reality - just some vague nostalgia for the past,
some vague idea of how it can (or rather cannot) work for the future. Russian



people are different today after 10 years of the near-anarchic Yeltsin freedoms in
politics, economics, entrepreneurship, and survival techniques. They no longer
care about slogans and old symbols mean very little in their everyday life,
because they have to live today: they need to pay their bills, feed their families,
go to work in Novgorod, Saratov, Novosibirsk... At the end of the day, when
they are done digging mines, teaching children and waiting tables, they want to
have reasonable services, a logical tax system, and a monthly paycheck,
regardless of anthems, old or new. They hope that someone will explain to
Chubais that national marketization is good when supported by functioning
social structures; otherwise it is as destructive for an individual as socialization.

Traveling in the regions, | fully grasped the enormous disconnect between
the center and the periphery, the rulers and the ruled. Such a disconnect is not
new for Russia of course - there was a Czar and his serf, or a General Secretary of
the Communist Party and a faceless proletariat. When post-communist Yeltsin
declared a vague collective of Rossiyane (citizens of Russia), he deprived (or
freed, depending on one's point of view) Russia of its collective mentality, based
on the famous slogan, "The whole Soviet country is like one man." Today each
person deals with life and its hardships individually (a new word in the Russian
common vocabulary) regardless of the Kremlin desire to bring back its
uniformity.

The uniformity itself has become different. In the Novgorod suburbs |
saw quite a few LukOil gas stations. | saw them in Moscow, too, and then in
Novosibirsk. They looked uniform - red and white, brightly lit, clean and
businesslike. What makes America America, | thought, or any market economy
a market economy, for that matter, is that one can find an identical Texaco station
and a Seven Eleven store in Alaska or South Carolina. When LukOil stations can
be found in central Moscow and remote Siberia, it means a great thing - there is
hope for Russia to become a "normal” country, where the uniformity of slogans
has been replaced by the uniformity of services.

Some highbrow Americans might object, arguing that faceless sameness
kills individuality. In the United States where individuality is not a novelty, this
may be an issue, but in Russia a couple of thousand LukOil stations today hardly
poses a threat. In fact, they are individuality - of entrepreneur and survivability
against the tyranny of the socialist crowd. Besides, for those critics, there are
better signs of individuality. On my way to the Novosibirk airport at 5 in the
morning at minus 48 Celsius (minus 118 Fahrenheit) | saw a brightly-lit small
wooden hut: "Pizzeria Venezia" said its sign with a beautiful carving of a
gondola and waves underneath.

Globalization has come to the depths of Russia, | thought.

Nina Khrushcheva is senior fellow at the World Policy Institute of the New
School University in New York.
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BREAKING NEWS

NEW GOVERNORSWILL ENTER THE BOARD OF ELECTRICITY MONOPOLY. When
the dectricity monopoly Unified Energy System holdsiits next board of directors eections, new
governors likely to oppose utility chief Anatolii Chubais restructuring plans will replace governors more
favorably disposed to the plan. The regions control gpproximately 17 percent of the stock in the utility,
giving them the right to three of the 15 sests on the board. On 20 December, the Federation Council



selected its date of representatives, Vedomosti reported on 17 January. Theligt includes Amur
Governor Anatolii Belonogov, Ryazan Governor Vyachedav Lyubimov, and Orel legidature Spesker
Nikola Volodin. Currently, the members of the board are Tomsk Governor Viktor Kress, Novgorod
Governor Mikhail Prusak, and Vologda Governor Vyachedav Pozgdev. The future members of the
board are much less liberd than the current ones and are likely to cause the utility's leadership more
trouble. Federation Council Speaker Y egor Stroev gpparently nominated the date at the end of the
sesson, when many of the governors had dreedy |eft the hal and without putting the issue to avote,
beyond asking if there were any objections. Observers say that the current board has not done much,
but that board members driven by a Communist ideology would not improve the Situation.

The governors have a series of questions about Chubais reform plan to break the monopoly
into independent power generating plants and a state- controlled distribution network. They wonder who
will answer for ddivering light and heet to resdentid customersif the current system is dismantled. They
are dso concerned about how prices will be set and where money for future investments will by found.

PATTERNS OF REGIONAL DEVELOPMENT

SAKHA PRESIDENT SEEKS THIRD TERM. Sakha Presdent Mikhail Nikolaev plansto seek a
third term in the republic's eections set for December 2001. The current Sakha congtitution forbids the
president from serving more than two terms, but Nikolaev clearly is orchestrating a campaign to remove
that obstacle. In early January, residents of Churapchin Raion appeded to the republican legidature to
make the necessary changes dlowing Nikolaev to stand again. On 19 January, loca media published an
apped to al resdents of the republic to support the changes.

Nikolaev's campaign comes at atime when the republic is beginning to stand up to the Putin
adminigration. On 16 January, the republican legidature rgjected a bill proposed by Republican
Procurator Nikolai Polyatinskii that would have renounced the republic's sovereignty. Nineteen of the
legidature's 32 members voted againgt it. The legidators proposed that procurator initiate a procedure
to negotiate amendments to the condtitution. The republican parliament has dready removed from the
republican condtitution ten of the most egregious violations of federd law, including a provison which
dlowed the republic to have its own army. However, of the 15 bills under consideration now, only three
have been adopted in the firgt of three readings. These involved relatively minor points, such as setting
up a human rights monitor (Yakutiya, 18 January).

Sakha authorities dso have been focusing on developing the republic's diamond industry and
diversfying into energy production. Sekha republic signed a 25-year agreement with the Alrosa
diamond company on 11 January. The government said that the agreement would help it preserveits
income and alow for continued diamond mining in the region. Now diamond production makes up for
77 percent of the republican government's revenue and any reduction in thisincome would lead to
serious financid problems for the region.

In the agreement, the two sides reached a compromise. For renting Sakha mines, Alrosa will
pay 21.6 percent of itsrevenue in 2001, the same as last year. However, in the future Alrosawill pay a
lower rate (16.5 percent) because it needs to invest in new projects in Sakha such as an oil refinery in
Mirnii, the Vilyuiskoi hydro-dectric plant, oil pipdines, mining fadilitiesin Nyurbin Raion, and
participating in atender to develop the Tdakan oil and gas deposits. The financid arrangements of the
25-year agreement will be adjusted every five years. - Oleg Yemdyanov in Y akutsk



EU FOCUSES ON KALININGRAD, WHILE MOSCOW LOOKSAWAY. The recent
Washington Times article daiming that Russais basng nucear wegpons in Kaliningrad, an accusation
the Russians denied, created a background for worsening political relations between Russiaand NATO.
That scandal was quickly followed by another, when the British newspaper Daily Telegraph printed an
aticle cdaming that Germany had secretly proposed that Russia give it extensive economic control over
the oblast in exchange for writing off part of Russia 22 hillion pound debt to Berlin. Russan and German
officids denied that any such dea wasin the works.

Despite this negative background, relations with the European Union seem to be improving.
Sweden, which holds the rotating EU presidency for the first sx months of 2001, is seeking closer ties
with Russa On 22 January, it published its working plan, which outlines the basis for the EU's
relationship with Russia during Sweden's presidency. As Swedish Prime Minister Goran Persson
pointed out, one of the main priorities of the working plan is providing support for Kdiningrad. The EU
summit in June 2001 will discuss some of the key problems facing Kainingrad, such asthe high levels of
pollution, the spread of AIDS and tuberculos's, and organized crime. By summer 2001, the EU plansto
develop a pln to link automobile and train tracks between the oblast and Europe, cregting atrans-
European highway. The EU aso plans to finance ecologica programs in the region.

On 18-19 January, Chris Petten, the EU officid responsible for foreign affairs visited Moscow.
He outlined the EU's plans for building cooperation with Russa, Lithuania, and Poland. In particular, he
presented ideas on demarceting borders, financing various trangportation projects, and providing energy
to the region. He aso suggested opening an EU office in Kdiningrad. TACIS will resume work in the
region, focusing on the modernization of border checkpoints, developing the Kainingrad port, improving
waste trestment procedures, developing small business, and generaly sparking economic development.
It plansto spend 15 million euros on these projects.

Despite the increased outside atention, Kaliningrad continues to face severe problems at home.
Thanks to the new tax code, Kdiningrad lost many of the benefits it had gained from the establishment
of afree economic zone (see EWI Russian Regional Report, 10 January). Prices of imported goods
have gone up 20 percent in the region and locally-produced goods are losing their competitiveness on
the Russan market. Governor Vladimir Yegorov is planning to discuss thisissue with Presdent Putin on
30 January. The State Duma Committee on Economic Policy and Internationd Affairswill hold hearings
on thisissue on 26 January. On that day Kaliningrad residents are planning protest ralies. The oblast
hopes to overturn the actions of the State Customs Committee, which effectively abolished the specid
economic zone through itsinterpretation of the tax code. One piece of good newsisthat customs
officids agreed on 22 January to change the way they collect the value added tax (VAT) so that
Kaliningrad producers would not have to pay it twice.

Another problem looming on the horizon isthat Latviawill force Russans to acquire trangt visas
for trips between Kainingrad and the rest of Russia (Vremya novostei, 16 January). Imposing such a
step would make trips more expendve for Kainingrad residents. On top of these other issues, former
Governor Leonid Gorbenko seemsto be increasing his control over the region's port. Gorbenko held
the job of port manager before he became governor. Observers believe that under Gorbenko the port
was a center of corruption in the oblast.

The expressed support for Kdiningrad Oblast from Swedish Prime Minister Persson and the
EU's Patten contrasts sharply with Moscow's apparent indifference to the increasingly difficult Stuation



in the oblast. Mascow's actions are thus leading to growing separatist fedings among Kainingrad
resdents. These feding are dready leading to renewed cals to turn the oblast into an independent Baltic
Republic. - YekaterinaVadlevain Kainingrad

RESTRUCTURING THE FEDERATION

KARELIYA LEADER REJECTSIDEA OF LARGER REGIONS. In recent weeks the Russian
press has been filled with discussions about combining some of Russas 89 regions in the hopes of
making the country more manageable. Responding to these debates, Kardliyas leader, Sergel
Katanandov, argued that it istoo soon to have a"serious’ discusson about the issue. He said that the
ideawas not "ripe" since it could "strike a blow to the very idea of the federa structure of the country.
There are no pre-conditions for changing the number of regions or interna borders." Katanandov did
not exclude the possibility that "intime, it is possible, thet it will be necessary to re-examinethe exiging
borders™ But thistime only will come "significantly later and after serioudy developing and preparing this
idea" For thetime being, he said, "it is necessary to complete the important reforms that the president
has dready launched and isredizing.”

Katanandov said that he did not have "an dlergy” to cancding the system of decting governors.
However, he warned that canceling governors eections, one of the main achievements of Russian
democracy, would have negative consequences, including in the view of world opinion. - Maksm
Timofeev in Petrozavodsk

CENTER-PERIPHERY RELATIONS

FEDERAL GOVERNMENT EXERTS POWERSIN PRIMORSKII KRALI. Chief Federd
Inspector for the Primorskii Kral Pavel Lysov has held hisfirst meeting for the heaeds of federd agencies
based in Primorskii Krai and they have agreed on a plan of future work. Since there are 56 federd
agenciesin the region, the federd officids agreed to work in sections. Only those officids who have a
direct relationship to the topic a hand will be invited to particular meetings, whether they ded with the
fishing industry, demographic issues, or energy. He said that now the regions will be able to lobby their
interests through a chain that reaches from the federd inspector to the president's representative in the
federd didtrict to the president and government.

If this system is successful, it will establish a management hierarchy in the region that operatesin
pardld to the governor. Thisisthe kind of system that State Duma Deputy Y urii Rybakin cdled for
when he suggested imposing direct presidentid rule in the krai to address the energy crigis.

Approximately 10,000 people in Primorskii Krai remain without heat, according to data
prepared by the Far Eastern headquarters for dedling with emergency situations. Blackouts have led to
the shutdown of some water pumping stations. The gill water is freezing in some places and burgting
PIPES.

On 24 January residents of the village Razdolnoe tried to block traffic on the Trans- Siberian
Railway, but theloca police prevented them from doing so. Approximately 200 policemen had to face
down 150 women. More than 3,000 people in the village have not had hest since the beginning of the
cold season.



The krai adminidration cdlams that "the stuation remains difficult, but under control.” It asserts
that al dectrica service will be restored with the arriva of cod shipments from Siberia

However, experts expect that even the arrival of the Siberian cod will not stop the shortages.
They claim that even when the systlem isworking a full capacity it can only provide eectricity a arate
in which some parts of the city do not have dectricity for 3-4 hours aday. Bringing in additiona cod
will not address this problem. The Situation becomes even worse when there are accidents forcing some
of the generating capacity to go off line. Such breakdowns occur frequently because much of the
equipment has not been maintained for the last 10 years.

Governor Y evgenii Nazdratenko, who traditiondly represents the energy-hungry military and
mining industries, has caled on his congtituents not to pay their energy bills. Customers own Daenergo
more than 2 billion rubles and LUTEK more than 1.5 billion rubles. The energy producers say that these
debts caused the current energy crisis because they could not buy fuel or repair their equipment in a
timedy manner. - Oleg Zhunusov in Vladivostok

SVERDLOVSK GOVERNOR BLOCKS CHANGESIN OBLAST CHARTER. Federa
officids are becoming increasingly angry that Sverdiovsk Oblagt is not rushing to change the passages of
its charter that violate federd legidation. In recent days, Presidentiad Representative to the Urds Region
Petr Latyshev, Supreme Court Chairman Vyachedav Lebedev and Justice Minister Yurii Chaika have
complained about the lack of progress. Sverdlovsk Oblast Governor Eduard Rossel is not bothered by
this criticiam and is even trying to use federd officiasto counter the comments. On 17 January
Condtitutional Court Chief Justice Marat Baglai came to the region for the opening of the new building
of the oblast's charter court. Rossel had hoped that Baglai would speak highly of the oblast charter, but
his desireswere not redized. Baglal said that it wasimpermissible for citizens of Russato have different
rightsin different regions. In particular, Bagla said it was important for the procurator and legidatorsto
ded with provisons of the oblast charter, which have no andogy in the Russan condtitution.

During the vist, Latyshev's deputy Sergel V akhrukov denounced Rossdl and the committee on
amending the charter that he heads in strong terms. VVakhrukov said that "'in order to ruin something, you
must bein charge of it, and pretend that the committee is doing titanic work." He particularly criticized
the charter for granting the governor immunity from legal prosecution and demanded that this clause be
removed. Hiswords can be interpreted as a direct thregt to the oblast's leadership.

Leaders of the Our Home-Our City (NDNG), led by Y ekaterinburg Mayor Arkadii Chernetskii
who isa chief opponent of Rossdl, are using the conflict to push through their own legidation, much of
which has nothing to do with bringing regiond laws into line with the federal condtitution. They propose
getting rid of the oblagt prime minigter, transforming the current bicamerd legidature into a unicamera
one, and abolishing the charter court. The new legidature would be formed half on the bass of party
ligs and hdf through single-member didtricts. The Mai faction, which aso opposes Rossdl, proposed
increasing the ability of the oblast legidature to gpprove cabinet appointments. All of these proposas
would reduce the power of the governor. Deputies dlied with the governor support making only minima
changes to the charter. - NataliyaMintsin Y ekaterinburg

INTERREGIONAL RELATIONS



IRKUTSK GOVERNOR ELECTED HEAD OF SIBERIAN ACCORD ASSOCIATION. The
Siberian Accord Interregional Association dected Irkutsk Governor Boris Govorin asits leader on 18
January, replacing Tomsk Governor Viktor Kress, whose term expired at the end of last year. The
association is a voluntary grouping of 19 Siberian regions that was founded in November 1990. Russia
has eight such associations, which have been seeking to define their role in the country in the wake of
Putin's decision to form the seven federd didtricts. The borders of the seven districts do not coincide
with the membership of the interregiona associations. The Siberian association has 25 coordinating
coundils that focus on specific sectors of the economy, such as congtruction, agriculture, machine-
building, investment, foreign economic activity, anong others.

Govorin's eection to the new post undoubtedly will enhance his sature at the federd level and
make it easier for him to represent Irkutsk's interests in the Russian parliament and the presidentia
adminigration. The appointment will also help Govorin in Irkutsk where gubernatoria eections are set
for July of this year. Govorin istrying to move thedections to April, arguing that voter turnout would be
very low in the summer. Traditiondly, Irkutsk had eections in the spring, but Govorin was elected in
July following the resignation of the previous governor Y urii Nozhikov in 1997 (see EW Russian
Regional Report, 24 April 1997).

Immediatdly after assuming his new responghilities, Govorin called for degp changesin the way
the association functions. Currently the association's executive directorate is located in Novosibirsk
regardless of who is the chairman. Govorin complained that the chairman of the association cannot
effectively organize its work and monitor how well its funds are being spent if heis not based in
Novoshirsk. Despite these criticisms, Govorin did not make clear whether he plans to move the
association's offices to Irkutsk. - Telenform in Irkutsk

LOCAL GOVERNMENT

KALMYKIYA OPPOSITION PRESENTSUNITED FRONT IN CITY ELECTIONS.
Electionsto the Eligta City Assembly (Kaymykiya) are scheduled for 4 February and the republican
opposition istrying to draw federa attention to thisloca process. "The eection will not pass unnoticed
in the Southern Federd Didtrict and in the country as awhole," the opposition newspaper Sovetskaya
Kalmykiya Segodnya declared on 13 January. The newspaper published an gpped written by nine
candidates to Presdent Vladimir Putin, General Procurator Viktor Ustinov, and Central Electora
Commisson Chairman Aleksandr Veshnyakov. The open |etter requests that the federal authorities
"support Russian citizens congtitutiona guarantee for full eectord rights.”

Theimpetus behind this apped was the failure of the Okrug Electoral Commission to register V.
Kolesnik, one of the leaders of the regiona Y abloko party and a popular loca figure. In electionsto the
State Dumain 1999, Kolesnik camein second in the Kamykiya eectora digtrict behind A. Burataeva.
He recelved the mgority of votesin Elista

Opposition candidates are certain that the authorities failed to register Kolesnik because he had
astrong chance of being eected. Once eected, he could easily have run for mayor since the Elista
mayor is eected by the City Assembly deputies from among their membership.

The Okrug Electord Commisson cdlaimed that it blocked Kolesnik from running for office
because he had not collected enough legitimate Signatures to qudify. Kolesnik protested this ruling in



city court, which ruled againgt him. However, the opposition is not backing down and has gppeded the
decison to federd authorities.

The opposition's determination to take power in Elistais unprecedented. Regiond Y abloko
activigs are among the staunchest opponents of Kamykiya President Kirsan [lyumzhninov. Severd
independent candidates have joined with them under the dogan "Our City Needs Honest and
Responsible Government.” Eight of the 11 okrugs dated to hold e ections have registered members or
dlies of theloca oppostion.

The party of power and the opposition are the principal contenders for seats in the City
Assembly. No other political parties register on the radar screen. Theloca Communist Party has only
three candidates running, Soyuz pravykh Sl has two, and the Kamykiyan General B. Gorodovikov
movement has only one. Four of the candidates are incumbents. - Vladimir Volginin Eliga

INTERVIEW WITH TATARSTAN PRESIDENT MINTIMER SHAIMIEV
ON RUSSIAN FEDERALISM AND PUTIN'SREFORMS

On 19 January, RRR Correspondent Vasilii Filippov interviewed Tatarstan President Mintimer
Shaimiev in Kazan.

RRR: How do the unequa status, rights, and responsbilities of the regions affect the socio-economic,
political, and ethnic processes taking place in the country?

Shaimiev: The Soviet sereotype of equdity in poverty hangs over Russia. Let everyone be poor, but
equd. There are some who believe that Tatarstan received privileges and is becoming fat. In fact, in
signing the 1994 power- sharing agreement, we took on more respons bilities than other regions and
naturaly took these functions on the basis of specid inter-budgetary reations. In 9gning the tregty, we
posed the question of compensating the republic for the ecological damage caused by the extraction of
oil through chemica processes. The south-east part of the republic was, and partly remains, on the
verge of an ecological catastrophe. It is sufficient to say that in many populated areasin the ol
producing regions, residents must import bottled water. The center agreed with our conclusons and
partidly provided compensation for the ecologica disaster. Thus, we stopped the decline in ail
production and increased the income for local, republican, and federa budgets.

During the last severd years, Tatarstan has witnessed a growth in output as a result of its
independent policy. These gains are the result of thisindependence. We did not wait for orders from the
center and did not follow its economic policy, especidly in the years of radica reforms. The republic
had its own program of privatization, which was more cautious. We have our own agricultura policy,
which produces visble results. We aso have our own program of targeted socid aid. Thanksto a
flexible taxation system, we not only stabilized oil production, but increased it. We have managed to
preserve the mgority of industria sectors and smultaneoudy constructed federaly important projects.

Now thereisanatura, heathy, economic competition between regionsin Russia. Today,
unfortunatdly, they [the federd government] are conducting the kind of budget policy, which turns donor
regionsinto recipients. Ultimately, thiswill lead to aworsening of the generd economic Stuation in the
country.



RRR: What is better in Russan conditions: a condtitutiond or treaty- based federation?
Shaimiev: In amulti-ethnic Sate, treaty relations rather than the mechanical mgority should solve
problems. Therefore even in acongtitutional federation, it is necessary to use treaties to take into
account the interests of dl peoplesin Russa

RRR: Towhat degree does it make sense to preserve ethnically- defined republics, claming sgnificant
preferences, within the Russian Federation? |s there now athrest of ethnic separatism in Russa?
Shaimiev: ... Republics are necessary to preserve and develop national cultures in Russia. The center
does not play an active role in these issues. For example, neither Tatars nor any of the other various
peoplesin Russa have radio or television sations on the federad level even though they conscientioudy
pay their taxes. The republics are dedling with this done. Given the significance of the nationa question,
it would be correct to set aside certain sums to support nationa cultures. Ultimately, that would be
chegper than later trying to put down conflicts.

The threet of ethnic separatism is a problem that can be resolved on the basis of awell-adjusted
nationd policy. The right to saif-determination in the international sense of the term provides for various
forms of organization and secession is only an extreme measure.

RRR: Are Putin's reform of the state system the redlization of awell thought out concept or just political
improvistion?

Shaimiev: There are weighty reasons why Putin started his state reforms. In recent years the authorities
started to collapse. There were battlesin severd regions. Remember Primorskii Krai. No sdlf-
respecting president would alow such a gtate of affairs to continue.

Ancther question is how to understand the hierarchy of power. Putin has been focusing on
smple administration, without thinking about which powers belong to the center and which to the
regions. In our view, it is necessary to build awell-defined system of dividing respongbility in the
country, epecidly in terms of the responsibilities that are currently held jointly. Based on these
principles, it will be possible to build a system of sate organs and define their functions.

RRR: Wasthe establishment of the federa didtricts judtified? Isit possible to interpret thisinnovation as
agepin thedirection of uniting severd regionsinto larger regions? In practice what are the rights and
respongbilities of the seven presidentia representatives and the regiona leaders?

Shaimiev: Today | would not give too much importance to the federd digtricts. They do not have clear
functions or red powers. They till need to find their place in the state structure. According to the
condtitution, there are regions and federal condtitutiona organs. Therefore any attempt to subordinate
them [the congtitutiona organs| will not be effective. Apparently, the federa digtricts will work to
encourage the economic integration of the regions.

RRR: Will the federd center be able to bring regiond condtitutions and legidation into line with the
Russian condtitution and federd legidation?

Shaimiev: Many republics adopted their congtitutions before Russa did. In Tatarstan we adopted our
condtitution in 1992 after conducting a referendum about the status of the republic. At the Russan
Condtitutiona Convention in 1993, we suggested taking into account the regiona congtitutions, which
aready hed been adopted, but this was not done and therefore the population of Tatarstan practically



did not participete in the referendum on adopting the 1993 Russian condtitution. Thisis adifficult
Stuation and to think thet it is possible quickly, without negotiations, to bring our condtitution into line
with the Russan condtitution, means that you don't understand dl the difficulties of the issue. The treaty
between Russa and Tatarstan from 1994 is being preserved as the basic document in the relationship
between Tatarstan and the federd center and this factor should be taken into account when bringing the
Tatargtani condtitution in line with the Russan condtitution.

Severd Taargani laws have been brought in line with Russian laws. In the course of this work,
it became clear that the federa center often violatesits Congtitution, taking power from the regions.
Often the laws are of low quality and regiond laws are more redistic. Therefore, we recommend
changing some federd laws.

RRR: Do you consider the new principles for forming the Federation Council optimal? Does Russa
need abicamerd legidaurein generd?

Shaimiev: Theinterests of the regions should be represented in the nationa legidature. The Federation
Council expresses the interests of the regions, which isimportant for the stability of the country.

RRR: Doesthe"governors oppodtion” present ared threet to the Kremlin?

Shaimiev: It is necessary to work with the governors, whether the Kremlin likes this or not. In paliticsit
isimpossible for everyone to please the center. The governors represent the interests and moods of their
regions.

RRR: Will the republican ethnopolitica dite try to mobilize the ethnic factor?

Shaimiev: Thisfactor is dways present in Tatarstan. In the 1990s there was a powerful nationa
movement in the republic and even though today its influence on policy has weakened, nevertheless,
nationd problems aways play abig role in the socid consciousness. It would be a mistake to underrate
the ethnic factor. The main thing isfor the authorities to avoid making the kind of mistakes that provide a
badsfor [ethnic activigg] to unite and increase their strength.

POLITICAL ECONOMY

ANTI-MONOPOLY MINISTRY CHECKS SIBERIAN ALUMINUM PURCHASE OF GAZ.
The Nizhnii Novgorod Oblast branch of the Anti-Monopoly Minigtry is continuing itsinvestigation of
Siberian Aluminum's purchase of the Gorkii Automobile Factory last year. When purchasing more than
20 percent of such alarge enterprise, it is necessary to gain the ministry's gpprova beforehand.
Although Siberian Aluminum apparently bought a 25 percent share in November, it only asked for
permission in January. In approving the dedl, the ministry may want to issue some guiddines for the way
the new owners behave. For example, in approving the purchase by Glaverbd of the Bor Glass
Factory, the ministry required the buyer to refrain from reducing the plant's output, explain the need for
any saff cuts before making them, and abstain from importing products smilar to those made at the
factory.

According to Gennadii Gudkov, the minigtry's locd chief, Siberian Aluminum has not explained
how much of GAZ it actudly owns. If the duminum maker bought GAZ in violaion of the law, it will



have to pay asteep fine. Foreigners own more than 50 percent of GAZ stock and their relationship with
Shberian Aluminum is unclear.

On 20 January, the GAZ board of directors held an extraordinary meseting. Viktor Belyaev, a
member of Oleg Deripaskas Siberian Aluminum group, became factory director and Nikolai Pugin, the
factory director for the last seven year, was gppointed chairman of the board. Belyaev is now running
the factory and Pugin has no direct executive functions beyond strategic planning. On the new board, 11
members represent Siberian Aluminum and 7 spesk for the old team. According to the new company
charter, the board will ultimately shrink to 11 members, but it is not clear who will remain. After the
meeting of the board, Pugin and Belyaev stressed that there were no disagreements between
representatives of GAZ and Siberian Aluminum and that they would now dl work in one team.

Pugin said that the plant's switch to dedling only in cash rather than barter was alogica move,
but one that the factory's former directors could not carry out (for more on this see, E'M Russian
Regional Report, 10 January). Pugin said that the new owners "have the support of the government and
beyond. Therefore they act with great assurance.”" The plant employs 100,000 people and the excluson
of barter exchange reduced sales by 30 percent. This policy creates redundancies at the plant and
increases socid tension in the city of Nizhnii Novgorod. Only someone independent of the local
authorities and not respongible for local problems could take such adecision. The new GAZ owners
clearly place the profitability of the factory (and its ability to pay federd taxesin full) over the socid
problems of Nizhnii Novgorod residents. Pugin was clearly not the person to carry out this policy since
he had long ties to the region and the top regiona leaders. - Yurii Rodygin in Nizhnii Novgorod

FOREIGN INVESTMENT
WHO FAVORS AND OPPOSES FOREIGN INVESTMENT IN THE REGIONS?
By Natalya Lapinaand Alla Chirikova, Russan Academy of Sciences

The foreign economic activity of Russas regionsis by now well established as a subject of sudy. Often
economists categorize the regions into those that are open to internationa economic cooperation and
those which focus on their own interna market. However, these issues have a sociologica aspect in that
the various groups comprising the regiona elite have different views about trade. Our research focuses
on Perm and Rostov oblasts. Perm exports about $1 billion worth of goods a year, making it one of the
Russian leaders. Rostov has more modest exports, totaling about $500-$700 million ayear. Thejournd
Ekspert ranked Perm 9th and Rostov 15th in terms of investment potential in 2000.

Today's regiond elite does not doubt the need to conduct an open economic pdicy. The debate
revolves around what the borders of this openness should be. In our sudy we tried to find out what
Srategy various elite groups choose and with what resources (foreign or domestic) they connect with
the economic development of their territories. The diteé's answers to these questions are generdly
determined by the resources of the region. In regions that have significant economic resources, members
of the eite generally emphasize their own resources. In regions with limited resources, they focus on
outsde investment. The mgority of officias we interviewed dress the complementary effects of interna
and externd resources. Domegtic investment isamgor simulus for foreign investment and it is possible
to attract foreign investors only when the region conducts an active invesment policy. Usualy this takes



place by supporting regiond enterprises from the regiona budget or offering them tax bresks. Regiona
leaders generdly view apolicy of paterndism as atemporary measure to help enterprises establish
independent ties with foreign investors. In generd, the Rostov |eaders were more interested in foreign
investment than were their counterparts in Perm because they could not duplicate the latter's high levels
of growth and because Rostov does not have as many natura resources as Perm.

Within the regiond dlite, various groups have different opinions about foreign trade and foreign
direct investment. The governors generdly are the most consistent supporters of foreign investmen.
Thelr interest is clear because economic successes are quickly converted into political capitd, thereby
increasing the politicians popularity. Successful projects give the governors more revenue, cregte new
jobs, solve socid problems, and often finance new socia programs.

Enterprise owners often have a different view of foreign capital. They see foreign investment as
apossble, but not always desirable, way to develop the regiona economy. Many representatives of this
group are focused on domestic resources. The plant owners do not dways reject foreign investmen.
However, they often do not want to take capital on the terms offered by the investors and particularly
want to avoid Stuations of "unequd partnership.” Many Russian enterprise owners do not trust western
bus nesspeople and believe that many are smply interested in turning a quick profit. Often the criticd
satements of Russan businesspeople hide their fears of powerful competitors who are implementing
Srategies that the Russians Smply do not understand.

The efforts to strengthen the center and the clear desire of the federa authorities to monitor
economic activities in the regions will deprive many regions of the freedom which they have had in the
sphere of foreign economic activity. Monitoring these processes and financia trangparency is clearly
necessary. However, it is dso important to preserve the main achievement of the Russan reforms: the
large number of actors, which in conjunction with the centra authorities participate in developing
economic policy. Hopefully, in carrying out its reforms, the center will be wise enough to not destroy the
experience that was built up in the last decade in foreign economic activity and other spheres. The
experience did much to provide economic and socid stability to the country during the difficult 1990s.
(For more on thistopic, including an explanation of the methodology used to conduct the survey, seethe
author's book Strategii regionalnykh elit: ekonomika, modeli viasti, politicheskii vybor, Moscow:
INION, 2000).
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New From M. E. Sharpe

The Fiscal Structure of the Russian Federation
Financial Flows between the Center and the Regions

By: A.M.Lavrov, Alexael G. Makushkin, et al.



Rich with data available in no other source, thisis the first comprehensive study of the alocation of
gate and public financid resourcesin the Russan Federation. Working with the Russan Minigry of
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direct federa expenditures on the territory, and the percentage of public spending in the region that
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BREAKING NEWS

PUTIN ISSUES DECREE ON REPRESENTATIVES. On 30 January, Putin issued a
decree that places his seven presidentia representatives to the regions directly under Chief of
Staff Aleksandr Voloshin. Now Voloshin will "determine the rel ations between the
representatives and their gaffs and other divisons of the Presidentid Adminitration”
(pressmaindir.gov.ru). In the past the condtitution, federa laws, and presidential orders guided



the representative's activity. Putin's decree now adds the ingtructions of the chief of aff to this
ligt.

Putin issued his origind decree establishing the seven presidentia representativesin
May, and since September observers have expected a new one that would expand the powers
of the representatives. At a meeting on 25 December Putin gave his staff two weeks to prepare
the text of a decree on the seven. The decree issued on 30 January is certainly not the find
round in the battle for control of the regions. Soon the president is expected to issue another
decree reorganizing the Main Territorial Department. | zvestiya claimed that Voloshin's
increased power means bad news for the seven representatives. Voloshin, who had sharply
opposed expanding the powers of the representatives, will now be their main coordinator within
the adminigtration (see | zvestiya, 30 January). Mogt of the representatives had considered
Security Council Secretary Sergel Ivanov to be their informa boss.

The decree represents avictory for Voloshin's faction over Ivanov's group within the
presdentia administration. Macaester's College's Nikolal Petrov describes this development as
relatively good news for two reasons. Firgt, Voloshin's civilian team won this round of the bettle
againg the generds in the Security Council even though it was considered to be the weeker of
the two groups, thus restoring, at least partly, the system of equally balanced groups around the
president. Second and dso very important, the presidentia adminigtration is maintaining an
ability to gather information on dl regions. While the Territorid Adminigration certainly hasits
faults, Petrov said that it was crucid for the president to have a group of people who could
oversee d| of the regions rather than asking "a couple of unskilled generdsin the Security
Council to do this" which would have led to disaster.

There have been numerous press reports about what the expected decree on the Man
Territorid Adminigtration will look like. Putin met with his seven representatives, Chief of Staff
Voloshin, Security Council Secretary Ivanov, and Prime Minister Mikhail Kasyanov on 27
January to discuss the powers of the seven representatives. Staff members for the
representatives believe that the current 105-member gaff of the Main Territorid Adminigtration
will be cut by 40 percent (Nezavisimaya gazeta, 30 January). Twelve people will go to the
lega department, where they will work on problems of bringing regiond laws into line with
federd norms. Twenty-eight will go to work for the representatives themsdlves (4 each). The
seven divisons of the Main Territorial Adminigtration will be replaced by one, employing 12
people, that will ded with al of the representatives.

STATE COUNCIL PRESIDIUM DISCUSSES LAND CODE. The State Council
Presdium on 30 January discussed land reform in Russiawithout coming to any conclusions.
One of the key issues was whether there should be one law for dl regionsor smply a
framework that alowed each region to define land laws for itsdlf. Tatarstan's Mintimer
Shaimiev, Novgorod's Mikhail Prusak, and Saratov's Dmitrii Ayatskov are governors who
support alowing each region to define its own framework. Tyumen's neMy elected governor,
Sergel Sobyaninis one of the spokesman for a country-wide law (Nezavisimaya gazeta, 30
January). A second issue was whether there should be separate legidation on agriculturd land
(last week the State Duma decided to address agriculturd land separately), Nezavisimaya
gazeta reported 31 January. Most of the governors believe that the federa land code should



have a generd framework that gppliesto dl regions, but enough flexibility to take into account
regiond variation. Belgorod Governor Y evgenii Savchenko said that it did not make senseto
overturn regiond legidation now. In the absence of federd guideines, about athird of the
regions have adopted land legidation that makesit possible to buy and sl land (Kommer sant-
Daily, 31 January). Putin said that the government would take the governors views into account
asit worked toward adopted afedera |and code. The government hopes to have aland code
(minus the sections on agricultura land) enacted by the end of the year.

Putin dso sgned a decree dlowing former Tyumen Oblast Governor Leonid Roketskii
to remain a member of the State Council. Most likely, Roketskii will soon leave the State
Council Presidium, which has amembership that is supposed to rotate every six months.

DUMA APPROVESBILL ALLOWING CURRENT GOVERNORSTO SEEK
THIRD, FOURTH TERMS. On 25 January the State Duma approved a bill that alows
some current governors to stand for third and fourth terms. The bill isamaor concession to
Russia's governors, many of whom feared that they would have to leave office after two terms.
The bill amends alaw adopted on 16 October 1999, which limited governors to two terms. The
amendment counts the first term for a governor as the one sarting after 16 October 1999. Thus
Moscow Mayor Y urii Luzhkov, who won a second term in December 1999, can run for one
more term, while Tatarstan President Mintimer Shaimiev, who was eected earlier, can stand for
two more terms, the Moscow Times reported on 26 January. (For alist of how the law affects
individua governors, see Kommersant Daily, 25 January.)

Sergel Markov, who works for the pro-Kremlin srana.ru, said that the bill was part of
aded cut between the president and the governors by which the governors would lose their
power a the federd leve, but could take full control of the regions. He clamed that "the
president's revolutionary zed for reforming relations between the federation and the regions has
been overestimated,” according to the Moscow Times. State Duma Member Boris Nemtsov
worried that by giving entire regions to the old regiond dlite, the bill was "undermining the
foundations of Russian statehood” (Moscow Times 26 January). However, Moscow Carnegie
Center's Andrei Ryabov pointed out that the president was counting on his seven
representatives to become stronger so that it would not matter who the governors were.

TULEEV RESIGNSTO MOVE UP ELECTIONS. Kemerovo Governor Aman Tuleev
resgned on 25 January, eight months before the end of his term, to move up the region’s
gubernatorid eectionsto 22 April, when ahogt of loca dections will aso take place in the
region. Tuleev dready has announced his intention to seek another term. He claimed that he
wanted to move up the eection to save the region money (Izvestiya, 26 January). He remains
popular in Kemerovo and does not appear to face any serious opponents. He has reasonably
good relaions with the Kremlin, neither being one of Putin's favorites nor an open enemy.
Although Tuleev behaves rdaively independently, he dso avoids conflict with Moscow. Inthe
2000 presidentid dections, he ran againg Putin and won in his own region (taking 51.57
percent to Putin's 25.01), demongtrating that he had much stronger loca support than did
Samara Governor Kongtartin Titov, whose own presidential campaign was not successful even
in his home region.



Tuleev clams that he wants a second term to finish the job he has started in hiswest
Siberian cod mining region. He pointed out that now the region has the fastest rate of indudtrid
growth in the country. He dso claimed that miners are now being paid on time and that their
drikes are athing of the past.

IVANOV WARNS GOVERNORS ON FOREIGN CONTACTS. Inamesting & the
Foreign Ministry on 30 January, Foreign Minister Igor Ivanov warned a group of governors
about going too far in ther foreign rdations, particularly with Belarus, Kommersant Daily
reported 31 January. The governors met as part of the Council of Regionsfor Internationa and
Foreign Economic Ties. Ivanov said that although Russa had uniquely close rdaions with
Bearus, he urged the regions not to force the process of integration. Many of the regions have
developed close ties with Belarusan President Aleksandr L ukashenko, who has courted
regiond leaders as away to increase hisinfluence on the nationd leadership in Moscow. Ivanov
stressed that the nationd interests of Russiaand Belarus were not identical. His remarks
reflected increasing tensgon in Russds relationship with Belarus,

At the medting, Putin criticized the ministry for not doing a better job in coordinating
foreign policy. Ivanov warned the governors that the federal government planned to dramatically
improve its oversight of their foreign political and economic policies.

CENTER-PERIPHERY RELATIONS

FEDERAL AUTHORITIESWANT BETTER CONTROL OVER PROPERTY. On 25
January Federa Representative to the Urds Federd Disdtrict Petr Latyshev held amesting on
increasing the effectiveness of the management of federa property in Sverdlovsk and Tyumen
oblagts. Participants in the meeting included the presidentia administration, the procurator,
Sverdlovsk Oblast Minigter for State Property Management Venyamin Golubitskii and his
counterpart in Tyumen, V. V. Zagvyazinskii. The meeting's recommendations, if implemented,
would sgnificantly reduce the governors ability to manage federd property.

Overdl, the federd authorities believe that federal property is not being used effectively.
In the Urds Federd Didtrict, the federal government owns about 2,500 enterprises and has
stock in an additiona 300. This figure condtitutes about 2.5 percent of al enterprisesin the
region. These property holdings are not generating much income. Over half of these enterprises
produce losses. In Tyumen only one third of the companies in which the federd government
held shares paid dividends. The procurator aso pointed out that individuas often gain control of
federa property in ways that did not provide afair return to the federal government through
bankruptcy proceedings or Smply not fulfilling the conditions under which the investor bought
the property. In Sverdiovsk Oblast in 1998, for example, the federa government lost ownership
of 18 factories that were declared bankrupt.

Sverdlovsk's Golubitskii, who was appointed by Sverdlovsk Governor Eduard Rossd,
disagreed with the assessment of the federd officials. He argued that if one judged effectiveness
of property management in terms of theincome it generated for the state, then Sverdlovsk was
doing agood job. It had exceeded targets for income from privatization by 140 percent and
renting federa property by 196 percent. He claimed that Sverdlovsk wasin the top three



regionsin the federation according to these indicators, an unprecedented situation. Golubitskii
said that he and Rossal would not alow the procurator and the presidential representative to
interfere in property matters.

In spite of Golubitskii's objections, the meeting participants adopted a resolution that
was sharply critica of the oblast officids. It stressed the need to re-examine the federd property
minigtry's practice of alowing regiond adminigtrations to manage federd property. The
participants proposed developing a mechanism to transfer federa holdings, through competitive
bidding, to specid management companies on along-term basis and exercise dtrict oversight
over them. Preference would be given to financid and stock market specidists who would
conault with the sectora minigtries in making important decisions.

The participants recommended that, after making a specid study, the government
should set up territorid branches of the federa Property Ministry that are independent of the
regiona authorities. Representatives of the ministry, rather than oblagt officids, should represent
federd interests in companies where the federal government owns shares, the meeting
recommended. In the near future, Latyshev's office plansto set up a council on property useto
coordinate the activities of the territoria branches of the property minigtry. - Sergel Pushkarev in
Y ekaterinburg

PRESIDENTIAL REPRESENTATIVE STEPSUP ACTIVITY IN KOMI. Chief
Federd Inspector in Komi Aleksal Grishin announced that he will work to force republican and
local officids to respect federd ingtitutions. Until now the federa officids have not played much
of arolein Komi, where the republic's leader, Y urii Spiridonov, has sought to minimize federd
interference and has sharply criticized it. At ameeting of the republican anti- monopoly
committee on 16 January, Grishin said that it was time for the federa authoritiesto exercise ther
full authority. For example, Grishin said that the ant-monopoly committee should not seek
Spiridonov's gpprova for its actions. He so said that it was time to block the attempts of
regiona leadersto "rip the country into shreds.”

With these comments, Grishin signaled that there would be many conflicts between the
federal and Komi government this year (Mol odezh severa, 25 January). Grishin's aggressive
stance is unexpected because he was considered to be an aly of Spiridonov and had served as
his chief of staff for many years. Now it seemsthat Spiridonov is facing a serious opponent.

Thisfdl Spiridonov will sand for eection for athird term. In the run-up to the vote he
does not want to become embroiled in a struggle with the federd authorities that would cost him
federd support and the votes of citizens interested in peaceful relations with Moscow.

Mo likdly the federd government will be able to increase its influence in the republic as
aresult of the evolving Stuation. Its influence may be able to reduce the authoritarian features of
the current regime. Grishin said that his taff would not participate in the eection campaign, but
thet "if there are legd vidlations, we will be forced to react” (Tribuna, 26 January). Once the
elections are over, neither Spiridonov nor a possible successor will likely be able to reduce the
federal government's role after it has successfully expanded. - Y urii Spiridonov in Syktyvkar

CHIEF FEDERAL INSPECTOR IN BASHKORTOSTAN DOESASLITTLE AS
POSSIBLE. On 19 January, Chief Federa Inspector in Bashkortostan Rustem Khamitov



announced that in the near future, he plansto set up a council to bring together the federa
agenciesworking in the region and a separate council of the power ministries to focus on
questions of security. Khamitov's announcement seems rather strange because since he took on
his new job, he has done very little to increase the power of the federd agenciesin the region.
Moastly he has participated in forma ceremonies, dlaiming that he would under no circumstances
become "an instrument for intervening into the palitics or economy of the region.” In particular,
he has avoided any potentid politica conflict with the republican leadership. He did not even
use hisright to select the heads of the republican branches of the Customs Service or the Jugtice
Ministry when vacancies appeared in those indtitutions. He explained this inaction by restating
his desire to avoid any conflict with the republican leadership.

In fact, the chief federa ingpector's personne policy isareturn to the practice of
winning gpprova for the heads of federal agenciesin the republic with the republican leedership.
Khamitov's policy violates the ingtructions of Presdentia Representative to the Volga Federd
Didrict Sergel Kirienko that regiona authorities should not interfere in the personnel policies of
the federd government.

In fact, the Bashkortostan leadership continues to monitor the activities of the federd
agenciesin the region. For example, arepublican Security Council, chaired by Bashkortostan
President Murtaza Rakhimov, has worked for severd years to manage the activities of such
federa agencies asthe republic's procurator, Federa Security Service, and others. Additionally,
republican officids continue to provide financid aid to the federd agencies because often
necessary funds are not forthcoming from the federd government.

Mogt lik ey Khamitov's efforts will not be successful. He will have difficulty monitoring
and coordinating the activities of federd agenciesin the republic without coming into politica
conflict with the republican authorities. It remains unclear how Khamitov will resolve this
conundrum. - Igor Rebinovich in Ufa

GOVERNORSELECTIONS

OLIGARCH ELECTED GOVERNOR OF TAIMYR. On 28 January Norilsk Nikel
Generd Director Aleksandr Khloponin won the gubernatorid eectionsin the Taimyr
Autonomous Okrug, which islocated on the northern part of Krasnoyarsk Krai. He won about
62 percent of the vote, defeating the incumbent Governor Gennadii Neddlin and the Norilsk
Mining Company's materid supply director, Mikhail Steklov. Neddlin won about athird of the
votes and Steklov took about one percent.

The outcome of the election surprised no one. In the desperately poor villages of this
northern region, the life of Norilsk Nike and especialy the opportunities enjoyed by its
employees |ook like heaven. Norilsk has sdestotaling $5 billion ayear. The average sdlary is
over 10,000 rubles amonth, much higher than the Russian average. ™Y ou will recelve just as
much," Khloponin promised the okrug's resdents. Nothing else was needed to secure avictory.

Khloponin has served as head of Norilsk Nikel since 1996. He has close ties to Sergel
Potanin's group, which owns the mining and processing company, since atending the Mascow
Financid Inditute in the late 1980s. He had the support of Krasnoyarsk Governor Aleksandr
Lebed in the dection.



The head of Norilsk Nikel has become the second "oligarch” to win agovernor's
election, following Roman Abromovich's eection as governor of Chukotka. Now rumors are
floating around Irkutsk that Boris Berezovskii will run for governor in thisregion's dections this
Soring or summer. - Tdenform in Irkutsk

SAKHA PRESIDENT CREATESMEDIA AGENCY TO RUN ELECTION
CAMPAIGN. SakhaPresdent Mikhail Nikolaev has crested the Republican Information and
Consulting Agency (RIKA) to coordinate the media effort in his campaign to win athird term as
republican president in eections set for December 2001. Informally the agency has been
dubbed the "Minigry for Nikolaev's Presdentid Elections,” or more cruddy the "Minigtry for a
Third Term."

According to Nikolaev'singructions, the republic's Property Management Ministry isto
give the agency 37 percent of STV Sakhatelevison, 51 percent of the newspaper
Ekonomicheskii vestnik, and 51 percent of Sakhakapital and office space. By 1 February, the
republican government should provide RIKA with 5 million rubles to buy office furniture,
telecommuni cations equipment, 30 computers, and four cars. RIKA will employ 46 people,
including acommercid coordinator, a coordinator for political monitoring, and a coordinator for
implementing new technology. There will dso be representativesin Khabarovsk (the capitd of
the Far Eastern Federd Didtrict of which Sakhais a member) and Moscow. The presidential
decree dates that the purpose of the agency is "to optimize information structures and creste a
unified sate information policy."

RIKA isadate agency and its director, Anatolii Bravin, the former deputy minister for
ethnic groups and federd affairs, will have the status of minigter. Bravin has adegreein
sociology and has worked on many campaigns, including thet for State Duma Deputy Vitdii
Basygysov.

In Sakha, the presdent does not have the right to create minidtries. That isthe
prerogative of the republican prime minigter and al new ministries must be approved by the
legidature. In November 2000, the legidature rejected the proposed government structure,
which included a media ministry. Establishing an agency does not require such a complicated
process. In short, Nikolaev has established his campaign headquarters at the expense of the
tax-payers (Nashe vremya, 26 January).

On 23 January, Nikolaev's first opponent announced his intention to run. He is Fedot
Tumusov, the presdent of the Sakhaalmazprovinvest Financia Industria Group. Nikolaev faces
some problems because he must revise the republic's current condtitution, which would limit him
to two terms. The spesker of the republican legidature, Vasilii Flippov, said aout 18 months
ago that the legidature would not change the condtitution just to serve the interests of the Sitting
president. - Oleg Yemeyanov in Y akutsk

POLITICAL PARTIESIN THE REGIONS
STAVROPOL GOVERNOR RESHAPESLOCAL KPRF TO CONTROL IT.

Communist Aleksandr Chernogorov won the Stavropol Krai gubernatoria electionson 17
December, earning a second term, but al was not well with the loca branch of the Communist



Party of the Russian Federation (KPRF). In the runup to the eection, Kraikom First Secretary
Viktor Khorunzhii nominated himsdlf as a candidate to stland against Chernogorov. Khrunzhii
was removed from the leadership and Kraikom Second Secretary Viktor Pisarenko effectively
took his place. Khrunzhii ultimately won only 1.41 percent of the vote.

At arecent plenum, the Stavropol party elected Pisarenko asits leader by avote of 113
to 23. The governor supported Pisarenko, who had done alot to win his re-election.
Chernogorov wanted to have an dly asthe head of the party so that he could control the
organization.

Until Khrunzhii's departure, the Stavropol Communists had been split among factions
who supported or criticized the governor. The split in the party evolved from the time when
State Duma Deputy Y urii Burlutskii led the party. At that time, Chernogorov launched his effort
to turn the party into an organization that would take orders from him. Now he has achieved his
goa since Burlutskii, Khorunzhii, and their dlies have been pushed aside.

In the race for leadership of the krai party, Pisarenko's main opponent was State Duma
Deputy V. lver, a candidate who was much too independent- minded for the governor. During
the governor's inauguration ceremony, Iver reminded the governor that he was a member of the
Communist Party and that the party hed played alargerolein his éection. The governor did not
want to give such an ambitious opponent a strong position. In voting to make Pisarenko the
head of the party, many of the rank-and-file were voting to preserve their current jobs or
perhaps win anew one by supporting the governor.

Pisarenko has not rushed to declare atotal victory since sharp divisons ill remainin
the party. He modestly predicted that there would be problems in the future. However, the
party hopes that it will be abdle to pull back from the edge of a split and patch up its differences.
However, pessmigs within the party think that its position will not improve even under new
leadership. The governor's eections demongtrated | ess the strength of the party than the
weakness of the governor's opponents. - Olga Morozovain Pyatigorsk

POLITICAL ECONOMY

SPEAKER HANDS LEBED, SIBERIAN ALUMINUM DEFEAT IN KHAKASIYA.
Aleksal Lebed took the oath of office for his second term asthe leader of Khakasiyaon 23
January and quickly faced a setback in his relations with the republic's legidature. Although
L ebed was dected on 24 December, he had to wait until the first session of the new republican
legidature before he could be sworn in. During thistime, his deputy Vladimir Popov, formerly an
officd at the Sayansk Aluminum Factory, was running the region.

Before hisinauguration, Lebed unexpectedly issued a sharp criticism of the legidature.
He charged that it had adopted regiond lawsin violation of federd norms and claimed that there
were dozens of violations in the republic's condtitution. Lebed complained that the legidators
recent amendments had effectively given the republic a parliamentary system and severdly
limited the power of the executive. In arecent issue of the republican newspaper Khakasiya,
L ebed provided a point-by-point critique of the deputies amendments to the congtitution. In
particular, Lebed disagreed with passages that give the legidature the right to monitor the
adherence and implementation of the region's laws. In his critique, Lebed did not mention that



the congtitution was drafted during a year-long process in 2000 and that members of his
adminigtration had contributed to it. He even took the oath of office on the very document he
hed criticized.

Speaker Vladimir Shtygashev may be vulnerable to Lebed's attacks because he and
another deputy won office in dections in which they faced no opponents. Such single-candidate
elections do not violate loca law, but Lebed has suggested that they both resign voluntarily. At
itsfirst session, the legidature amost was not able to elect a speaker. Competing against
Shtygashev was Abakanvagonmash Genera Director Sergel Privaov. Privaov isaLebed dly
and Siberian Aluminum controls hisfactory. At least 28 of the 72 deputiesin the legidature are
loyd to Siberian Aluminum. In the first balot, both speaker candidates won 36 votes each.
However, Shtygashev managed to defegt Privalov in the second round 41-31.

Shtygashev's victory is a serious defeat for Lebed, who questions the legitimacy of the
speaker's power. It isaso aseriousloss for Siberian Aluminum, which had sought to put its
own person in the spesker's chair. Undoubtedly, the conflict between Lebed and the legidature
will heat up in the near future. Mogt likely, Lebed will seek to have afedera court overturn
Shtygashev's dection, since federa law does not dlow single-candidate elections. - Maksm
Shandarov in Novosibirsk

ABRAMOVICH SEEKSKOMI COAL TO CONTROL BIG STEEL PLANT.
Observersin Komi believe that companies controlled by Chukotka Governor Roman
Abramovich are interested in obtaining a stake in the VVorkutaugol (Vorkuta Cod) company.
Currently the federal government owns a 40 percent share, the Komi government owns 22
percent and individuas and firms own 38 percent. There are rumors circulaing in the State
Dumathat the federa government is about to sdll its stake. The republican government istrying
to increase its holding to 25 percent (a blocking share) and therefore is creating higher demand
for the stocks in Vorkuta.

Companies associated with Abramovich have been active in the cod market recently. In
November, Sherian Aluminum bought alarge share of Khakasugol and now isinterested in
sales of Vostoksbugol and Kuzbassugol. Observers believe that Vorkutaugol is of interest to
Abramovich because it is the main supplier of coking cod to Severastd, one of Russidsbig
three seelmakers located in Vologda Oblast. Controlling the cod supply would give
Abramovich sgnificant influence over the giant sted plant (Molodezh severa, 25 January).
Vortukuta, which boasts the richest cod depositsin European Russia, will start to attract
additiond interest as cod beginsto play alarger rolein Russias energy policy in the near future.
- Yurii Shabaev in Syktyvkar

BUDGET ISSUES

TVER ADOPTSBUDGET THAT RELIESHEAVILY ON FEDERAL FUNDS. On 25
January, the Tver Oblast legidature adopted a budget in the third reading. The budget forsees
3.969 hillion rubles in expenditures, with income that fals 215.5 million rubles short of this
figure. The oblagt will earn less than 50 percent of this money from its own resources and
expects to recalve 2 hillion rubles from the federd government (Veche Tveri, 26 January).



The adoption of the budget did not put an end to discussions about it. Representing the
oblast adminigration's relatively optimistic line, Vice Governor Yurii Krasnov described the
budget as one that would "gradudly get the oblast economy moving." He pointed to expected
increasesin tax collections and federd subsidies. Chairman of the Legidative Assembly Budget
Committee Sergel Potapov presented a diametrically opposed view. He argued that the budget
just resffirms the "state of crigsin the oblast economy.” His criticiam of the governor's economic
policy seemstimely and aredigtic evauation of the region's economic Stuation. - Boris
Goubman in Tver

HUMAN RIGHTS

PERM ESTABLISHESHUMAN RIGHTS OMBUDSMAN. Perm Oblast has become
the ninth Russian region to establish an ombudsman for human rights. The region's law is one of
the best that has been adopted. The reason is that the Perm Regiona Human Rights Center, an
independent organization, spent a long time working on the draft. The various amendments
regiond legidators added to it did not significantly changeit.

The law establishes the ombudsman as an independent office that is not subordinate to
any regiond or locd officids. The oblast legidature gppoints him to the post for afive-year term.
The ombudsman can only be removed a his reques, if a court finds him guilty of acrime, or if
he does not quit his other paying jobs or give up al party memberships.

The ombudsman will have awide variety of rights. He can demand documents from
regiond and loca public officias, ask them to respond to questions in writing, or visit any office,
public or private, in the region. He dso has theright to introduce legidation in the area of his
competence. He can send hisfindingsto any officid and even file acourt case.

The only harmful amendment added to the law gives the oblast legidature or governor
the right to request speciad documents on specific questions from the ombudsman. Thisright
opens up the possibility that regiond officias could reduce the ombudsman's effectiveness by
burdening him with requests to write numerous reports. Nevertheless, loca human rights
activigs are happy with the law.

Thefirgt ombudsman will be dected in March. The persondity of the future ombudsman
matters congderably. The authorities naturally want someone they can control asisthe casein
Kamykiya and Bashkortostan. The situation in Sverdlovsk Oblagt is no better. Ombudsman
Vladimir Mashkov, the former presidentia representative who was appointed to this post by the
governor, hasturned al the loca human rights organizations againgt him. Consequently he has
little chance to influence the Situation. The best example of an ombudsman so far in Russais
Saratov's Aleksandr Lando, who is considered an honest and effective person and operates on
the basis of an old friendship with the governor.

Among Perm human rights groups, the best candidate for the positionisIgor Averkiev.
He has worked for human rights since the Soviet era and has the reputation of being an honest
person and agood administrator. However, some legidators would prefer amore manageable
candidate, such as Oblast Legidative Assembly member Mikhail Kasimyi, who aso has some
experience in the human rights field. Other rumors suggest that the newly dected governor, Y urii
Trutnev, has someone ese dtogether in mind. - Andrel Sudov in Perm



PATTERNS OF REGIONAL DEVELOPMENT

NAZDRATENKO TAKEN TO HOSPITAL. Primorskii Krai Governor Y evgenii
Nazdratenko was taken to the hospital on 31 January in moderately serious condition, the
governor's press secretary announced. In October, Nazdratenko had a gall-bladder operation.
The governor's enemies describe hisillness as aresult of the difficult political Stuation in the krai
due to the on-going energy crisis. The governor's press service could not say which of the 13
deputy governors would be in charge while he was in the hospital.

According to the latest figures, 16,000 people in the region remain without heet.
Emergencies Minister Sergei Shoigu completed his second trip this winter to the krai on 29
January, after an extremely difficult conversation with Nazdratenko. Before going to the
hospital, Nazdratenko fired Vice Governor Viktor Chepik, who was responsible for the krai's
energy system. Chepik, an old friend of the governor, was removed for "inadequacies’ in his
work. Nazdratenko has aso faced difficultiesin his persond life recently. On 29 January he
returned from Belarus, where he buried his mother. - Oleg Zhunusov in Vladivostok
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Trangtions Online (http:/AMww.tol.cz)
Intelligent Eastern Europe

Trangtions Online (TOL) isthe only Internet magazine covering the entire post- communist
region from the Czech Republic to Kamchatka. CNN, the World Bank, and the IMF have
chosen TOL for itsin-depth reporting--a unique combination of orrthe-ground perspectives
from loca correspondents with rare cross-border analyses. Not to mention hundreds of
archived articles covering the last Six years of trangtion. Join intelligent Eastern Europe &
http:/Aww.tal.cz .

Regigter for your free 2-month triad subscription at http://mww.tol.cz/trid subscr.html . Citizens of

post-communist countries can register for free 12-month subscriptions at
http:/Amww.tol.cz/trid subscr2.html .
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Russa's Fate Through Russan Eyes. Voices of the New Generation

Edited by Heyward Isham with Natan M. Shklyar
Introduction by Jack F. Matlock, Jr.
Westview Press, 2001; 429 Pages; 0-8133-3866-2; $30.00; hc



"Russia's Fate Through Russian Eyesmakes an important contribution to the West's
under standing of the profound disorientation which the political, economic, and social
upheavals have had on thelives of ordinary Russian citizens. These essays by rising
young leader s of the post-Soviet generation, asyet largely unknown in the West, speak
with unusual candor of the frustrations and deprivations, the loneliness and yearning for
leader ship that pervade all regions and walks of life. Heyward I sham has provided
valuableinsight into theissues that must be faced by the ar chitects of Russia's future."
-- Henry A. Kissinger

In this ground- breaking work, twenty-eight young Russan intdllectuds - - representatives
of anew generation who came of age during and after the fal of the Soviet Union -- record the
hopes, fears, and triumphs of recent years. Their "reports from the field" form amosaic of
professond and persond impressions, recollections, and recommendations bearing on Western
policies as wdll as domestic priorities.

Aswitnesses to Russias troubled, episodic, and contradictory transformation, the
contributors have much to tell the West -- particularly those observers who tend to deprecate
the importance of Russia as a nation following the collgpse of the USSR.

It is unfortunate but true that multiple stereotypes about the sources of Russian conduct
continue to pervade the globa political debate and shroud that country's very red
accomplishments in recent years. These persond histories offer a much more complex -- and
ultimately heartening -- picture than the one the average Western newspaper reader is
accustomed to seeing. For example:

-- In" Reshaping the Russian State," Professor Y urii Plyusnin recounts the results of his 19
sociologica expeditions into the Russian countryside in the 1990s. His god: to examine the
"internd" responses of average Russan citizens to sweeping externa reforms,

-- In" Striving Toward Rule of Law," founding presdent of the Russan Union of Y oung
LawyersVladidav Grib analyzes the dow but steady process of judicia reform and the mora
compass of young Russan lawyers.

-- In" Civil Society Building Blocks," Nadezhda Azhgikhina, prominent journdist and
feminig thinker, illuminates the contradictory higtorica and cultura forces that have shaped
today's burgeoning Russan feminism.

-- In" Preserving the Culture, M oder nizing Education," Vladimir Mirzoev, resident
director of the Stanidavskii Drama Thestre, discusses the centrd, subversve role of theatrein

Soviet times and the paradoxica "culturd wasteland” created by the rgpid trangtion to free
gpeech and capitdism.

What do reviewers have to say about Russa's Fate Thraugh Russian Eyes?




"...The contributorsto this sturdy anthology are members of the post-Stalinist
generation born in the '50s or early '60s who have attained successin variousfieldsin
post-Soviet Russia. Theinsightsthat they offer into these times ar e fascinating...”
(Civilization, October-November 2000)

" A thoughtful anthology, presenting a plurality of views and explorations of the
tumultuous first decade of democratic Russia. EastWest Institute Vice President
Isham... has assembled a muscular array of 26 contributors, ranging from academicsto
entrepreneurs, each distinctly Russian in outlook.... These essays contain much that
runs counter to accepted notions of Russian malaise and entropy... Similar recent
anthologies have attempted to wrestle with the post-Communist chimera, but they
usually were confined to economic or political analysis. While I sham includes much of
both, he provides some refreshingly unorthodox commentary... A sober, comprehensive
volumethat variously provokes unease or reassurance, but ought to have something for
all interested readers." (Kirkus Reviews, January 15, 2001)

Heyward Isham, the editor of Russia's Fate Through Russian Eyes, is a thirty-five-year
veteran of the U.S. Foreign Service. He served as political and economic officer in Berlin,
Moscow, and Hong Kong prior to his appointment as Ambassador to Haiti. A long-time
Russophile who has followed the country closely since his first posting to Moscow in the
1950s, Ambassador Isham is a recognized expert on post-Communist societies in Europe
and Asia and samizdat (underground Soviet literature). Ambassador |sham, who served as
editor of Remaking Russia: Voices from Within, (ME Sharpe 1995), is currently Vice
President of the EastWest Institute, New York.

To acquire areviewcopy of Russias Fate Through Russian Eyes, please contact:
Paula Waldrop, Promotion Coordinator

Westview Press and Perseus Publishing

5500 Central Avenue

Boulder, CO 80301-2877

Tdl.: (303) 444-3541 x245

Fax: (303) 449-3356

Paula.Wa drop@perseusbooks.com

WWW.Westviewpress.com

Toorder Russias Fate Through Russian Eyes please contact:
Customer Service, Westview Press and Perseus Publishing
Tel.: 1-800-386-5656 (U.S. orders only)
westview.orders@perseusbooks.com

For additional information on Russias Fate Through Russian Eyes, please contact:
Marisa Robertson-Textor, Program Associate

EastWest Ingtitute

700 Broadway, 2" Floor




New York, NY 10003
Tel. (212) 824-4115
mrtextor@iews.org
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The EastWest Indtitute (EWI) works to defuse tensions and conflicts which threaten geopolitica
sability while promoting democracy, free enterprise and prosperity in Central and Eastern
Europe, Russaand other dates of Eurasia. The EWI isan internationa not-for- profit inditution
established in 1981. It works through centersin New Y ork, Moscow, Prague, and Kyiv. The
EWI isagloba network of relationships with leaders in the business, governmenta, non-
governmenta and intellectual communities based on shared values and dedicated to providing
assstance to regiona leadership to address critica issues at both the local and globa levels.
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CENTER-PERIPHERY RELATIONS

PRIMORSKII'SNAZDRATENKO OUT, OPPOSITION WORRIED ABOUT LACK
OF REAL CHANGE. Under intense pressure from the Kremlin and in the hospital suffering
from an apparent heart attack, Primorskii Krai Governor Y evgenii Nazdratenko resigned on 5
February and said that he would not seek redection. Earlier, Nazdratenko had said that he
would seek another term if forced to resign. However, until a new governor is eected, he said
that the he would retain his membership in the Federation Council. Presdent VIadimir Putin
blamed the governor for Primorskii Krai's energy problems. He dso held responsible Fuel and
Energy Miniger Aleksandr Gavrin and the Unified Energy System (EES) dectricity monopoly.



Putin fired Gavrin on 5 February and cdled for strengthening the EES leadership, suggesting that
EES chief Anatdlii Chubais position wasin danger.

Nazdratenko appointed First Deputy Governor Kongtantin Tolstoshein as acting
governor. Tolstoshein is one of Nazdratenko's closest associates and served as Vladivostok
mayor during the period when Nazdratenko had forcibly removed Viktor Cherepkov from
office. More recently, Tolstoshein has developed a reputation as one of the most pugnacious
participants in Nazdratenko's battles with the press, EES, and Moscow. Under Nazdratenko he
was in charge of the energy, financid, and defense sectors and claimed that he would maintain
these portfolios now. [Some reports said that the acting governor would be First Deputy
Governor Vaenin Dubinin, but Tolstoshein was clearly in charge with Nazdratenko's blessing
(see www.primorsky.ru/presslindex.html for reports on Tolstoshein'sfirg actions and
Vladivostok, 7 February, vl.vladnewsiru).]

At an extraordinary session to be held on 19 February, the kra Dumawill consider
proposals to set the gubernatoria eections for 10 June. However, the battle to succeed
N azdratenko iswell under way. The krai Dumanow has 14 days from 6 February, when it
received Nazdratenko's officid resignation, to set the eections. They must be held within six
months. If the regiona legidature does not set the eections, the Krai Electord Commission will
do so.

The anti-Nazdratenko oppaosition considers the governor's resignation only the first step
for implementing fundamenta changesin the krai. "We must demolish the entire system of
Nazdratenko's personal power -- only then will the kra emerge from it systemic crisis.
Otherwise, Nazdratenko will smply be redected or someone from his team, a miserable copy
of the origina and therefore even worse," Krai Duma Deputy Sergel Solovev said. Solovev
believesthat it is necessary to replace dl of the heads of the federd agenciesin the region and
al the members of the regiond eectord commisson to achievered changein the region. "The
current electoral commission observes the letter of the law, not its pirit, which it violatesin
favor of the krai adminigtration.” Solovev believes that the members of the dectoral commission
could be replaced if one of the factions in the State Duma supports this proposal.

The opposition is dso fighting the appointment of Tolstoshein as acting governor. Krai
Dumamember Y urii Rybakin said that only the Russian president had the right to appoint the
acting governor. The oppogtion believes that there will be large protests againgt the appointment
of Tolstoshein in the coming days.

Eight specidigts from the presdentia administration's Main Monitoring Department
arrived in the krai on 2 February. The commission is checking to see that previous ingructions
for addressing the energy criss are being implemented and is continuing to examine the work of
the kral adminigtration, according to the commisson's deputy chief, Nikola Leshchev. The heed
of the commisson is Presdentid Adminigtration Deputy Chief of Staff Y evgenii Lisov, who hed
met with Nazdratenko in the hospitd. The Main Monitoring Department had examined the krai
adminigration's work in November and had ordered that al problems be resolved by 1 May
2001. Neverthdless, the commission returned to the krai even before this deadline. Putin himsalf
had worked as the head of this department shortly before he became president. - Oleg
Zhunusov in Vladivostok



OMSK GOVERNOR WANTSTO ANNUL POWER-SHARING TREATY. Atthe 18
January mesting of the Siberian Accord Interregional Association in Krasnoyarsk Omsk
Governor Leonid Polezhaev announced his desire to annul Omsk's power - sharing treaty.
President Boris Y dtsin signed the treaty on 19 May 1996. In the wake of the governor's
comments, the Omsk media warned that canceling the treaty would significantly limit the powers
of the governor and the oblast. The regional media aso claimed that Siberian Federd Didtrict
Procurator (who aso holds thetitle of Deputy Procurator General) VIadimir Smuchenkov had
sought the annulment of the treaty because it violated some aspects of federd law.

However, Aleksandr Butakov, the chairman of the oblast adminigtration's Legd
Committee rejected these ideas. He said that the procurator had not protested the treety.
However, Simuchenkov had conducted an andysis of the tresties signed by Krasnoyarsk,
Irkutsk, and Omsk and had suggested some changes.

Rather than make afew changes, Polezhaev decided to annul the treety. Butakov said
that the oblast no longer needed the treaty because the document had outlived its usefulness. He
asserted that the treaty was redly just a symbolic part of Yetsn's campaign in the run-up to the
1996 presidentia elections. In contrast to the treaty signed with Tatarstan, the Omsk treety is
very generd, serving to confirm the federal structure of the Russian state, rather thanimpart any
benefits to the region.

Additiondly, Butakov asserted that the laws on center- periphery relations and regiona
governments adopted respectively in June and October 1999 changed the lega environment
and basicaly removed the need for power-sharing tregties. Some fear that abolishing the treaty
will take away the governor's right to have avoice in the appointment of federd officids
working in the regions. But Butakov said that recently adopted federd laws guarantee these
rights.

Now the governor is looking for away to annul the treaty, but it cannot be done
unilateraly. The governor has proposed that the Kremlin aso renounce the tresty signed by
Ydtsn. Sofar, thereis no answer from Putin. He could renounce the treaty or even decide to
amend it and suggest Sgning anew one.

The Omsk governor aready won the support of the Kremlin adminigtration for his
initiative to renounce the treaty. Unlike Sverdiovsk Oblast or Tatarstan, Omsk has nothing to
lose from doing so. In fact, it could gain by showing loydty to the Kremlin. - Pave
Shagiakhmetov in Omsk

PROCURATOR PROTESTSNEW KHAKASIYA CONSTITUTION. Khakaslya
Procurator Oleg Trofimov has filed a protest with the Khaksya Supreme Soviet charging that
many of the more than two dozen amendments made to the republican congtitution last year
violate Russan legidation. The legidators spent most of 2000 working on the amendments, but
the procurator's complaint makes clear that Moscow is not happy with the results.

The federa government had sought to bring regiond laws into line with federd norms by
1 January 2001. However, this goa proved to be impossible: some regions smply adopted new
laws that till violated the congtitution. Thus, the victorious reports of federd officids claiming
that they had brought ever larger numbers of regiond lawsinto line have little to do with redlity.



Infact, it is possible that the number of regiond laws violating federa norms has grown rather
than decreased in recent months.

Until recently, the procurator did not seem to have much trouble with legidation in the
region. At the end of last year, he said that there were 13 republican laws violating federa
norms still on the books.

However, now the procurator has found numerous violaionsin the amendmentsto the
republican congtitution that the legidature adopted on 21 November 2001. Among the passages
the procurator rejected are those that give the republican legidature the right to remove judges
from the republican Congtitutional Court and powers to monitor the implementation of federa
laws. It aso rejected a clause that required the republican executive to carry out the ingtructions
of the legidature. Additiondly, the procurator sought to replace the phrase "Khakass and
Russan languages' with "Russan and Khakass languages.”

Many of the procurator's objections are smilar to republican leader Aleksai Lebed's
protests (see EW Russian Regional Report, 31 January). Lebed accused the legidature of
encroaching on his powers. In his criticiam of the condtitution, Lebed did not mention that the
procurator had aso filed protests against many of his orders aswell. - Maksm Shandarov in
Novosibirsk

KALININGRAD: GOVERNOR MEETSWITH PUTIN TO IMPROVE ECONOMY.
Kdiningrad Governor Vladimir Y egorov met with Presdent Putin, Prime Minister Mikhall
Kasyanov, and State Customs Committee (GTK) Chairman Mikhail Vanin on 30 January to
discuss the consequences of the GTK's implementation of the new tax codein away that
effectively ends the oblast's status as a free trade zone (see EIM Russian Regional Report, 10
and 24 January). As aresult of the meeting, on 1 February Vanin overturned the GTK's earlier
interpretation of the tax code. Vanin'singruction came after the procurator generd issued a
protest seeking the annulment of the GTK's action.

Y egorov dso met with Foreign Minigter Igor Ivanov. The government is worried about
the continued functioning of the region's energy system, maintaining uninterrupted trangt of
freight and passengers from the oblast to the rest of Russia, and presarving avisaregimethat is
beneficid to Kaliningrad resdents. On 29 January, Y egorov aso participated in a meeting of the
Russa- Bdarus Union Government. There the parties Sgned an agreement about the unified
customs system of Russia and Belarus. Y egorov hopes that the document will lead to larger
flows of Belarusan goods through Kaliningrad's ports. All of Y egorov's activity is preparation
for agovernment meeting on 22 March, which will examine the future socio-economic
development of Kainingrad Oblagt. - Y ekaerinaVadlevain Kainingrad

PATTERNS OF REGIONAL DEVELOPMENT

ULYANOVSK'SSHAMANOV RAISESPRICESIN FORMER SOCIALIST
BASTION. Lt. Gen. Vladimir Shamanov's victory over incumbent Y urii Goryachev in
Ulyanovsk's 24 December gubernatorid elections by a 56- 23 margin gave him areserve of
good will to adopt economic reforms, including ones that are unpopular. He has dready started
to use up thisreserve. On 6 January, as soon as he took the oath of office, he said that the



oblast would no longer supply the subsidies on dmogt al basic goods for which it had been
famous. Instead he would provide targeted aid to the poor and open up opportunities for
entrepreneurship.

"We cannot give benefits to healthy people capable of work who can find additiona
ways of earning money or setting up their own business,” First Deputy Governor responsible for
economic issues Viktor Sidorchev said. "We cannot encourage inactivity, we should encourage
enterprise.”

This announcement marked the end of Goryachev's policy of subsidizing food for dl,
regardless of income and his mistrust of business people, whom he labeled " specul ators.”

Shamanov removed subsidies on bread and milk beginning on 1 January. In Ulyanovsk,
there is no longer any "governor's' bread for 1.5 rubles. Now aloaf costs 4.30 rubles. Prices
for dairy goods aso have increased noticeably. To help the poorest segments of the population,
the governor has promised 60 rubles a month to poor pensioners and 50 rubles a month per
child to poor families. In the oblast of about 1.5 million people, there are 87,000 who need
these bread subsidies, requiring 4.4 million from the oblast budget.

After raising prices, Shamanov raised sdaries for civil servants 145 percent at atime
when the average raise in Russawas 20 percent. Sidorchev said that that these costs would be
covered by revenue generated from increased industrial production, which was aready
gpparent in January. Sidorchev aso announced that the governor was preparing a decree
ordering the managers of indudtrid enterprisesto raise the sdaries of their workers. Under
Goryachev, Ulyanovsk had some of the lowest prices, but also the lowest sdlariesin Russia.

Beginning on 1 January, Ulyanovsk resderts faced a 60 increase in the price they pay
for hot water and heet. Ulyanovsk Mayor Pavel Romanenko announced that the city could no
longer hold down prices because it owed enormous amounts of money to energy providers and
amply did not have the money to further cover these costs. Ulyanovsk does not haveits own
energy supplies and must buy fuel oil and natura gas on the federd market.

Initidly, the oblast adminigration generdly agreed with the mayor's price hikes, pointing
out that it was necessary to explain to the population why these steps were necessary and
providing aid to the hardest hit. On 5 February, however, Shamanov began backtracking. At a
press conference, he said that the price increases had been made hagtily, even mistakenly, and
that they had been adopted before a wide discussion among citizens, trade unions, and social
groups could be held. He did not say that he would overturn the mayor's decrees, but suggested
that price increases should not be adopted so quickly and should do a better job of taking
account of red life. The governor said that he would dedl with the Stuation in the course of a
week.

Shamanov believes that he can increase the oblagt's tax revenues by increasing industria
production, launching investment programs, and restructuring the oblast's debts to its bankers.
He claimed his program has support "on the highest federa leve.”

The Goryachev adminigration left Shamanov aterrible legecy in the form of 7 billion
rubles worth of debts (the oblast and local budgets combined amount to 3.5 billion rubles ayear
and the oblast budget is 1.5 billion rubles a year). Sdorchev divided these debts into three
categories: debts that the administration would repay, credits that were misused and needed to



be repaid by those who took them, and credit agreements which the administration would fight
in court.

Most observers believe that only ateam of professiona managers can ded with these
problems. Shamanov's critics during the campaign said that agenerd could not manage a
complex enterprise like Ulyanovsk Oblast. However, Shamanov answered that the military
academies had aways produced top managers and that his task would be to put together a
qudified team to develop a strategic program. The governor's task would then be to implement
it.

Shamanov has promised to reduce the size of the bureaucracy by 20-30 percent. Of the
key officids in Goryachev's cabingt, the only ones remaining are Head of the Financid
Depatment Anatolii Kryuchkov and Chairman of the Economics Committee Vladimir Chaya
Shamanov filled most key spots with his own people. For example, he appointed Mgor
Genera Aleksandr Kdlita as his representative in the Federation Council. Kaita managed
Shamanov's campaign and previoudy worked in the Main Education Department of the armed
forces.

Shamanov has not carried through on his threats to implement "globa personnel
changes' in the oblast media that backed the former governor. No one has been fired from
Narodnaya gazeta, which was one of Goryachev'smain mouthpieces. Also keeping their jobs
are journaists who wrote that Shamanov was backed by loca oligarchs, thirsting for power and
control over more property. Now regional media outlets glorify Shamanov in the same way they
once exulted Goryachev, changing only the name of the governor. The former governor's name
has completely disgppeared from the mediaand now it isasif he had never existed.

Nevertheless, Shamanov is much more open to the press than Goryachev was. The
former governor never gave press conferences and only met with journdists from publications
and broadcasters that he controlled. Shamanov has dready met with reporters four times.
Moreover, he has sought to reach out to the population by riding public trangportation and
vigting loca shops. - Sergel Gogin in Ulyanovsk

VORONEZH'SNEW GOVERNOR SEEKSCOOPERATIVE LEGISLATURE.
Voronezh's newly eected governor, Vladimir Kulakov, is seeking to win a cooperative regiona
legidature in dections set for 25 March. The campaign promises to be one of the most intensein
oblagt higtory. In one of hisfirgt press conferences since being eected on 24 December,
Kulakov sad that his adminigtration would "actively influence the process,” abeit within the
framework of the law. "We will not give any commands to the oblast electord commission, but
we will influence the eectionsin the most direct sense. Above dl, we will leed the population to
accept the ideas, which formed the main part of my campaign. However, people will make their
own choices" (www.voronezh.ru)

Andyss dready are predicting that candidates from the "governor's lig" will win, just as
Moscow Mayor Y urii Luzhkov's candidates won in the Moscow City Duma (Bereg, 22-28
January). The new adminigiration reects this scenario, however.

The governor and Oblast Duma aready came into conflict when the legidature refused
to conform any of the governor's appointments to his cabinet. The deputies rejection angered
the governor and he is now planning to go over their head to make his case directly to the



oblagt's voters so that "they will vote accordingly.” The governor said that he will not submit his
list of appointments to the Dumafor ancther vote, preferring to wait until after 25 March and the
sedting of anew Duma

Perhaps the greatest surprise for Kulakov was that he did not even win the support of
the Y edinstvo faction, which had supported him in the eections. There are 20 legidatorsin the
faction, but only 4-8 of them voted for various individud gppointments. Understandably, the
current relationship between the executive and legidative branch of the oblast government is
tense. - Yuliya Fedorinova

GOVERNORS ELECTIONS

CANDIDATES SPENT OVER $15 MILLION IN CHELYABINSK'S
GUBERNATORIAL ELECTIONS. Candidates in Chelyabinsk's 24 December
gubernatoria eections spent up to $18 million on their campaigns, according to local political
conaultants familiar with the race. Campaign financing is a very murky issuein Russaand the
candidates are careful to hide their true expenditures from the public. It isimpossible for
outsidersto collect accurate and reliable data. Of the seven candidates, only three were serious
contenders. State Duma members Vaerii Gartung and Mikhail Grishankov spent about $3
million each, according to estimates based on their campaign activities. The consultants believe
that incumbent Governor Petr Sumin spent $12 miillion to win a second term. The regiond
electoral commission registered his officid expenses as 830,000 rubles (about $30,000).

These experts aso bdieve that the 311 competitors for the 45 seats in the Legidative
Assembly spent about $7 million. The race for mayor of Chelyabinsk cost $100,000 and the
city council was amaximum of $20,000.

Beyond the money spent, the governor used his adminigtrative resources extensvely and
to good effect. Practically al of the loca broadcast media supported Sumin. His opponents
could only get access to unpopular radio stations (usudly in the FM band which most voters
don't use), TV dations, and print media. Since most people do not like to read newspapers
filled with dection propaganda, the results from even a 1.5 million print run were small.

According to the political consultants, the governor's team was especidly effectiveinits
use of the voters "sound- bite" attention span: namely, the first two minutesof a TV or radio
show. First Deputy Governor Andrel Kosilov, who served as Sumin's campaign manager,
followed asmple tactic in his numerous appearances. ceaselessly repeeting the same message
throughout a 10- minute broadcast. The governor also made abig impression on loca voters by
flying in ahelicopter to the most inaccessible parts of the oblast.

The complaints of three other candidates againgt Sumin's use of these adminidrative
resources were not effective because dl they brought the opposition was an additiona 50
minutes of air time one week before eection day.

The professondism of the palitical consultants themsdves jumped an order of
magnitude since the 1996 gubernatoria dections. Following the State Duma el ections of 1995
and 1999, Chelyabinsk has about 10 teams that provide professona eection services. Local
consultants cost one-tenth of what their counterparts charge in Moscow and the capital- based
groups were rot popular in this eection season. The candidates preferred loca spin-doctors,



epecidly those who had done wdll in the 1999 State Duma e ections. Consultants from Perm
and Y ekaterinburg aso found clients. - Olga Smirnovain Chelyabinsk

TATARSTAN ELECTION BASED ON QUESTIONABLE ELECTORAL LAW.
Tatarstan Presdent Mintimer Shaimiev isamong 19 candidates who have announced that they
will participate in the republic's 25 March presidentid dections. He is strongly favored to win a
third term, even though this time, and in contrast to the past, heis participating in a contested
election. Of course, despite the large field, Shaimiev does not face any serious competitors. His
most famous opponents are State Duma deputies Ivan Grachev and Sergel Shashurin. Only 4-5
of the 19 candidates are likely to collect the 50,000 signature required to win a spot on the
balot.

Shaimiev's main problem isa 2 February court ruling about the republican eectord law
and decisonslikdly to be adopted in the future. The Tatarstan Supreme Court declared
unacceptable the eectora law's requirement that a candidate must speak both Russian and
Tatar. In effect, this requirement excluded alarge group of people who only spesk Russian.

The Tatarstani legidature decided not to protest the court's ruling. However, by
changing the dectord law now, it effectively changes the "rules of the game" after the eectord
processis aready under way. Officidly, the eections began in December when the legidature
st the date for the elections.

Another problem isthat, in the opinion of Shaimiev's opposition, the legidature itsalf
does not have the right to adopt new laws or amend old ones, because it isillegitimate. Severa
days ago, the Russian Supreme Court ruled that the law on decting deputies to the republican
legidature violated the Russian condtitution because it alowed people working in the executive
branch to hold seatsin the legidature. The eectord law effectively violates the divison of
power. In the December 1999 |egidative eection, more than 50 urban and rural mayors won
segts in the republican parliament. Even the republican prime minister and presidentid chief of
gaff are members. The opposition claims that these people do not deserve seats and that
without them, there is no quorum. Thus, there will be many ways to question the legitimacy of
the Tatarstani presidentia dections. - Midkhat Faroukshin in Kazan

BUDGET ISSUES

TVER BUSINESS GROUP SEEKSTRANSPARENT OBLAST BUDGET. Inmarking
his group's third amiversary, Tver Union of Industridists and Entrepreneurs President Sergel
Potapov declared once again that he was not happy with the relationship between the oblast
adminigration and loca business. He argued that Tver business people should actively work to
get the authorities to adopt decisons that will stimulate the oblast economy, rather than waiting
for the paliticians to act themsalves. Accordingly, he argued that the business group needs to
play alarger role in politics (Veche Tveri, 3 February).

There are currently four busnessmen in the Tver legidature. Recently, Deputy Aleksal
Andreev, the head of the firm Andreev- Soft, proposed at a legidative meeting that the oblast
post its budget on an Internet Ste. However, the mgority of legidators, who have tiesto the
adminigration, did not support this suggestion. The members of the Union believe that this



exampleis characterigtic of the legidature's decisonmaking, and the only way to change the
Stuation isto eect legidators who are independent of the oblast adminitration. In addition to
making the budget more transparent, the deputies hope to put al oblast purchases up for open
bidding, thereby stimulating the oblast economy.

The Union reelected Potapov as its president and approved his plan to include the
organization in anew political party caled Developing Entrepreneurship (Pazvitie
predprinimatelstva). Party leader Ivan Grachev recently described the Tver branch as one of
the party's best. - Boris Goubman in Tver

ARKHANGEL SK BUDGET MORE TRANSPARENT, MORE DEPENDENT ON
MOSCOW. For thefirg time in the post- Soviet period, Arkhange sk's executive and legiddive
branches agree on the key priorities for the regiona budget. This year's budget isradically
different from past budgets. Firgt, according to new federd legidation, the road and ecology
funds have been transformed from off- budget funds to regular components of the budget. Thus,
the revenue sde of the budget jumped from 2.735 hillion rublesto 7.170 billion rubles. The sze
of the deficit remains the same at 7.8 percent.

Second, budgetary funds will be spent only through atreasury, replacing a syslem which
trandferred money directly to the municipdities. Despite this change, the system of inter-
budgetary relations in the region remains the same. Municipa budgets should not have deficits
greater than 27 percent after the money has been redigtributed insde the oblagt, except in the
cities of Arkhangelsk, Onega, and Katlas. The cities of Koryazhm and Novodvinsk usudly have
surpluses and are expected to share some of their funds with other cities.

In the coming year, the oblagt will receive more money from the federd government
than it earns on its own. In 2001, it should receive 2.948 billion rubles from the federd
government, while its own tax revenue will be 2.203 hillion rubles. As aresult, the oblast will
continue to lose its independence, according to Aleksandr Ivanov, the chairman of the oblast
legidature's budget committee. In 2000, the oblast's income was greater than its federa
subsidies, providing some hope that the region could wean itself off of the subsidies. However,
asin the pagt, the oblast adminigtration is not making a concerted effort to free itsdlf of its
dependence on the center.

During hisfirg four-year term Governor Anatolii Y efremov emphasized various medium
and long-term plansfor the region. This year there is not even any money for the Nyuksenitsa-
Arkhangelsk gas pipdine. Thereis only money to pay off 150 million in credits given last year to
build the pipdine.

The main battle in the budget is the line for supporting the oblast government itsdlf. In
201, these expenses are 246 million rubles, about 80 million more than lagt year's 167 million.
Of the 246 million, the executive branch gets 218 million, while the legidative branch gets only
28 million. - Tatyana Barandovain Arkhangel sk

LOCAL GOVERNMENT

AYATSKOV MAKESMOCKERY OF SARATOV LOCAL GOVERNMENT. The
scandals surrounding the mayora eections in Balakovo, Saratov Oblast's second largest city,



demondtrate the ability of oblast officids to overturn dectionsin Russa and the extent to which
some governors will go to in order to suppress local government. In eections held in December
2000 and January 2001, Mayor Aleksal Saurin was seeking a second term. However, he had
comeinto conflict with Governor Dmitrii Ayatskov. There are two theories about the cause of
the dispute. One was that Saurin had appealed to Presidential Representative to the Volga
Federd Didtrict Sergel Kirienko to gppoint a chief federal ingpector who would be critical of
Ayatskov. However, the gppea was unsuccessful since Kirienko appointed an Ayatskov dly to
the post. A second theory is that Saurin had refused to provide free grain to the so-cdled
"governor's fund" and then buy grain from the pro-gubernatoria Volga Grain firm & pricesthree
times the market leve.

As the conflict grew more intense, Saurin decided to change the city charter to have
direct mayord dections. Earlier the members of the city council had chasen one of its members
as the mayor. The old system was easier for the governor to manipulate because he only had to
influence the members of the council to pick his candidate and did not have to become involved
in public poalitics. Saurin preferred to face an eection because he was certain that the city
residents would support him. Moreover, Saurin claimed that he had information showing that
Ayatskov had fasfied the March 2000 gubernatoria eectionsin which he won a second term
(Reporter, 25 January).

In the wake of Saurin's accusations, the oblast authorities shut off heat and dectricity to
Baakovo. The resdents understood the politica purpose of the blackouts and many busesfilled
with angry citizens went to Saratov to protest, but the authorities ignored them.

After thisincident, the oblast authorities did everything they could to drive awedge
between Saurin and the Balakovo's enterprise directors. Soon the directors stopped supporting
him. Thiswas an important step because the members of the precinct eectoral commissons
were gppointed through the enterprises and losing influence over the enterprise directors
definitdy hurt Saurin's ability to ensure afar eection.

Despite everything, Saurinawon 74 percent of the vote in the second round of the
elections on 14 January. However, the eectoral commission decided to declare the results
invaid because it had only received bdlots from 70 percent of the participants. The commission
set new dections on 8 Apil.

After the eection results were known, Ayatskov tried to fire Saurin, citing a presidentia
decree issued on 27 June. However researchers discovered that this decree had nothing to do
with firing mayors and the governor quickly withdrew his action.

Then in arushed action, the governor forced the Balakovo city council to elect a mayor
from its ranks even though the city charter caled for direct popular eections. The council
elected Vaentin Timofeev. Despite objections that the eectord process was Htill under way, the
obedient deputies amended the city charter. Now there are essentidly two mayors in Baakovo:
Saurin has not conceded and is now renting office space in one of the local palaces of culture,
while the "officid™ mayor has occupied the mayor's office.

Theloca chapter of Otechestvo has sharply denounced Ayatskov's actions, accusing
him of cruddy intervening in the eectora process. The party clamed that Russahad a
"dictatorship of power" in place of the promised "dictatorship of law." Rather than making sure



that the eections were conducted legdly, the executive branch smply intervened to make sure
that a convenient candidate was el ected.

Additionaly, 317 members of the State Duma voted to petition the General Procurator,
Federation Council, and Supreme Court to overturn Ayatskov's actions in Baakovo. Centra
Electord Commission Chairman Aleksandr Veshnyakov has aso brought the matter to the
attention of Presdent Putin. - Yuliya Y diseevain Saratov

TRANSFRONTIER COOPERATION

KURSK SETSUP BORDER WITH UKRAINE. After the collapse of the Soviet Union,
Kursk Oblast became one of Russias border regions. The process of establishing the new state
border with Ukraine has been going on for tens years now, and the end isnot yet in sight. In
1992, the CIS countries established the principle of transparent borders, which meant no
bordersin practice from 1992-3. More recently, area border has started to take shape
between Russia and Ukraine. The problem of demarcating the border, which stretches for more
than 2,000 kilometers, is one of the mogt difficult questions in Russian Ukrainian relations.

Demarcation work has gone on snce April 1998. According to the Ukrainian Foreign
Ministry, the two sides have agreed on 1,300 crossing points, while discussions of an additiond
200 sites are on-going (http://www.korrespondent.net/display_print.php?arid=8047). The
points which have not been agreed upon are located in Russia's Rostov Oblast and Ukraine's
Lugan and Donets oblasts.

In December 2000, the Commission on Demarcating the Border held its tenth meeting
in Kiev. Of the five Russian regions bordering Ukraine, only Kursk Oblast has a permanent
representative to the group. The other oblasts (Belgorod, Bryansk, VVoronezh, and Rostov) are
only represented by members of the working group (http://online.sovtest.ru/citynews/227606).

The 245 km of the Ukrainian border that run through Kursk has largely been defined,
though some problems remain. For example, in south-western Kursk, the Bryansk-V orozhba
raillroad crosses the border three timesin 18 kilometers. Ukraing's high customs duties on
importing sugar beets make it too expendgve to bring the beets to the Tetkin Sugar Factory from
nearby farms. In many cases, the border goes through cities and even divides private
landholdings. The Tetkin Bread Factory has buildings on both sides of the border, complicating
the life of its management. Usudly such arguments are resolved by trading parcels of land dong
the border. However, at the December meeting, the Ukrainian Sde did not agree with Russian
proposals to swap land. Asaresult, the Kursk plant owners continue to pay rent to their
Ukrainian neighbors.

The next commission meeting will be in March, but that does not mean that the exigting
problermms will be solved. For three years, the two sides have fruitlesdy discussed the question of
providing free border crossing for residents of the border region. Often the oblast and loca
government are more interested in having the border and customs services work well thanisthe
federal government. Thus loca authorities commonly provide necessary services to the border
and customs services even though they should be supplied from federa funds.

The Ukrainian border dso bringsalot of crimeinto Kursk Oblast. The most common
problem istheillegd imports of wespons and drugs. Many illegd immigrants go through Ukraine



to Poland, Hungary and Western Europe. Asan immigrants often enter Russa from Ukraine.
During the first nine months of 2000, 750,000 people passed through the Kursk Oblast trangit
points. More than haf amillion of them were foreigners. The authorities detained 3 people with
fase documents and another 230 who had documents that were not in order. Additiondly, they
gpprehended 58 illegd immigrants and 113 trying to cross the border between authorized check
points. - Sergel Sarychev in Kursk
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Transitions Online (http://www.tol.cz)
Intelligent Eastern Europe

Transitions Online (TOL) isthe only Internet magazine covering the entire post-communist region from the
Czech Republic to Kamchatka. CNN, the World Bank, and the IMF havechosen TOL for itsin-depth
reporting-a unique combination of on-the-ground perspectives from local correspondents with rare cross-
border analyses. Not to mention hundreds of archived articles covering the last six years of transition. Join
intelligent Eastern Europe at http://www.tol.cz .

Register for your free 2-month trial subscription at http://www.tol.cz/trialsubscr.html . Citizens of post-
communist countries can register for free 12-month subscriptions at http://www.tol.cz/trial subscr2.html .
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Russa's Fate Through Russan Eyes. Voices of the New Generation

Edited by Heyward I sham with Natan M. Shklyar
Introduction by Jack F. Matlock, Jr.
Westview Press, 2001; 429 Pages; 0-8133-3866-2; $30.00; hc

"Russia’s Fate Through Russian Eyes makes an important contribution to the West's
understanding of the profound disorientation which the political, economic, and socia upheavas
have had on the lives of ordinary Russian citizens. These essays by rising young leaders of the
post-Soviet generation, as yet largely unknown in the West, speak with unusua candor of the
frustrations and deprivations, the loneliness and yearning for leadership that pervade al regions
and walks of life. Heyward Isham has provided valuable insight into the issues that must be faced
by the architects of Russia's future."

-- Henry A. Kissinger

In this ground-breaking work, twenty-eight young Russian intellectual s—representatives of anew
generation who came of age during and after the fall of the Soviet Union-- record the hopes, fears, and
triumphs of recent years. Their "reports from the field" form amosaic of professional and personal
impressions, recollections, and recommendations bearing on Western policies as well as domestic priorities.

Aswitnesses to Russia's troubled, episodic, and contradictory transformation, the contributors
have much to tell the West-- particularly those observers who tend to deprecate the importance of Russia
as a nation following the collapse of the USSR.

It isunfortunate but true that multiple stereotypes about the sources of Russian conduct continue
to pervade the global political debate and shroud that country's very real accomplishmentsin recent years.
These personal histories offer amuch more complex -- and ultimately heartening -- pi cture than the one the
average Western newspaper reader is accustomed to seeing. For example:



-- In" Reshaping the Russian State,” Professor Y urii Plyusnin recounts the results of his 19 sociological
expeditionsinto the Russian countryside in the 1990s. His goal: to examine the "internal” responses of
average Russian citizens to sweeping external reforms.

--In" Striving Toward Rule of Law," founding president of the Russian Union of Young Lawyers Vladislav
Grib analyzes the slow but steady process of judicial reform and the moral compass of young Russian
lawyers.

-- In" Civil Society Building Blocks," Nadezhda Azhgikhina, prominent journalist and feminist thinker,
illuminates the contradictory historical and cultural forces that have shaped today's burgeoning Russian
feminism.

--In" Preserving the Culture, Moder nizing Education,” Vladimir Mirzoev, resident director of the
Stanislavskii Drama Theatre, discusses the central, subversive role of theatre in Soviet times and the
paradoxical "cultural wasteland" created by the rapid transition to free speech and capitalism.

What do reviewers have to say about Russia's Fate Through Russian Eyes?

"...The contributors to this sturdy anthology are members of the post-Stalinist generation born in
the '50s or early '60s who have attained success in various fields in post-Soviet Russia. The
insights that they offer into these times are fascinating..." (Civilization, October-November
2000)

"A thoughtful anthology, presenting a plurality of views and explorations of the tumultuous first
decade of democratic Russia. EastWest Institute Vice President Isham... has assembled a
muscular array of 26 contributors, ranging from academics to entrepreneurs, each digtinctly
Russian in outlook.... These essays contain much that runs counter to accepted notions of Russian
malaise and entropy... Similar recent anthologies have attempted to wrestle with the post-
Communist chimera, but they usually were confined to economic or politica andysis. While Isham
includes much of bath, he provides some refreshingly unorthodox commentary... A sober,
comprehensive volume that varioudly provokes unease or reassurance, but ought to have
something for al interested readers.” (Kirkus Reviews, January 15, 2001)

Heyward Isham, the editor of Russia's Fate Through Russian Eyes, is a thirty-five-year
veteran of the U.S. Foreign Service. He served as political and economic officer in Berlin,
Moscow, and Hong Kong prior to his appointment as Ambassador to Haiti. A long-time
Russophile who has followed the country closely since his first posting to Moscow in the
1950s, Ambassador Isham is a recognized expert on post-Communist societies in Europe
and Asia and samizdat (underground Soviet literature). Ambassador Isham, who served as
editor of Remaking Russia: Voices from Within, (ME Sharpe 1995), is currently Vice
President of the EastWest Institute, New York.

To acquire areviewcopy of Russias Fate Through Russian Eyes, please contact:
Paula Wadrop, Promotion Coordinator

Westview Press and Perseus Publishing

5500 Central Avenue




Boulder, CO 80301-2877

Tel.: (303) 444-3541 x245
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Paula.Waldrop@perseusbooks.com
WWW.Westviewpress.com

Toorder Russias Fate Through Russian Eyes please contact:
Customer Service, Westview Press and Perseus Publishing
Tel.. 1-800-386-5656 (U.S. orders only)
westview.orders@perseusbooks.com

For additional information on Russids Fate Through Russian Eyes, please contact:
Marisa Robertson-Textor, Program Associate

EastWest Ingtitute

700 Broadway, 2" Floor

New York, NY 10003

Td. (212) 824-4115

mrtextor@iews.org

R RS S S E RS SRR RS EEE R E RS EEEEEEE SRR EEEEEEEEEEEEEEEEEEEEEEEEEEEE

Copyright (c) 1999 EastWest Indtitute
All rightsreserved. ISSN: 1523-6757

The EastWest Ingtitute (EWI) works to defuse tensions and conflicts which threstengeopolitical
sability while promoting democracy, free enterprise and prosperity in Central and Eastern
Europe, Russa and other states of Eurasa. The EWI isan internationa not-for- profit ingtitution
established in 1981. It works through centersin New Y ork, Moscow, Prague, and Kyiv. The
EWI isagloba network of relationships with leaders in the business, governmenta, non
governmenta and intellectua communities based on shared values and dedicated to providing
assistance to regiond leadership to address critical issues a both the loca and globd leves.
Pease vigit our webgite at http://mwww.iews.org for more information about the Ingtitute.

EDITORIAL BOARD -- Amb. Heyward Isham (Publisher) * Petr Kozma (Russan Edition
Editor) * Robert Orttung (Editor-in-Chief) * Marisa Robertson- Textor (Executive Editor) *
Elizabeth Wishnick (Deputy Editor-in-Chief) * Alexander Munoz (Intern)

ADVISORY PANEL -- Rodric Braithwaite (Deutsche Bank Morgan Grenfell) * Danielle
Lusser (IREX) * Blar Ruble (Kennan Ingtitute) * McKinney Russdll (International Research
and Exchange Board) * Peter Rutland (Wedeyan Universty) * Klaus Segbers (Free University
of Berlin) * Natan Shklyar (Columbia Business School) * Peter Stavrakis (University of
Vermont)



Please send al comments and inquiries to regions@iews.org or to EastWest Indtitute, 700
Broadway, New York, NY 10003, USA; ph (212) 824-4100, fx (212) 824-4149.

SPECIALIZED REPORTS

For information about commissioning specidized reports on the Russian regions, please contact
regions@iews.org.

ADVERTISING IN THE REPORT

To place an advertisement in the Russan Regiond Investor or the Russian Regiond Report,
please contact regions@iews.org.

CITATION AND REPRINT POLICY

When citing the Russan Regiond Investor, please credit the "EWI Russian Regiond Investor.”
Please contact regions@iews.org about reprinting materid from the Russan Regiond Investor.
No reproduction or redigtribution without prior permission is alowed.



EastWest Indtitute
Russian Regiona Report
Val. 6, No. 6, 14 February 2001

TABLE OF CONTENTS

Center-Periphery Rddions

Pulikovskii Takes Chargein Primorskii Kra

Poltavchenko Economic Council Threatens Interregional Associations
Governors Elections

'99-'01 Elections Bring New Generation of Leaders

Chief Ingpector Enters Evenk Gubernatorid Race
Interregiond Relations

Oil Politics Shapes Komi's Reaction To Nenets Governor Re-Election
Petterns of Regiond Development

Irkutsk Governor, Legidature Battle Over Budget

Federa Crackdown Seeks To Root Out Corruption in Marii El

Nizhnii's Economic Problems Pose Dangers for Sklyarov Redection Bid
Advertissments

TrangtionsOnline

***New Book: Russas Fate Through Russian Eyes***

AVAILABLE ON-LINE

PDF Version of the RRR: http:/Amww.iews.org/rrrabout.nsf/pages/rrr+page
RRR Russanlanguage Verson: http:/mwww.iews.org/rrrabout.nsf/pages/rrb+page

CENTER-PERIPHERY RELATIONS

PULIKOVSKII TAKESCHARGE IN PRIMORSKII KRAI. After Primorskii Krai
Governor Yevgenii Nazdratenko resgned on 5 February, histeam lost power on 13 February
when Acting Governor Vadentin Dubinin accepted the resgnations of six of the 12 deputy
governors. Dubinin became acting governor in place of Kongtantin Tolstoshein on 9 February.
Now Presdentia Representative to the Far Eastern Didtrict Konstantin Pulikovskii has effective
control of the region.

Pulikovskii met with dl of Nazdratenko's deputies and asked them dl to submit their
resgnations, Dubinin said. The acting governor said that he was aso ready to resign but
Pulikovskii did not ask him to. The fate of the six remaining deputy governors will be determined
later. Now the number of deputy governors will drop from the 13 employed by Nazdratenko to
eight. The governor's staff will dso be reduced.

Pulikovskii will monitor dl of the new krai leeder's actions. He has assigned four of his
adesto help the acting governor. They will sequentidly "provide advice and recommendations



to Dubinin," according to Gennadii Apanasenko, the first of Pulikovskii's deputiesto stay in the
kral. Pulikovskii's main offices are in Khabarovsk.

Pulikovskii said on 13 February that "I am carrying out the functions for the
representatives first described by the presdent when heinitidly gathered ustogether. In
Primorskii Kra, this includes personnd questions so that an efficient team manages the krai."

Observers now expect changes among the heads of the federal agenciesin thekra.
When asked if there would be changesin the "power ministries,” Apanasenko answered that
they were in the works.

At the moment, Pulikovskii does not control the city of Vladivostok. Mayor Y urii
Kopylov, aclose dly of Nazdratenko, did not show up to ameeting with the acting governor to
discuss the city's relaions with krai energy providers. "Every morning he says that he will pay
everyone. However, the energy providers accounts remain empty,” Dubinin said.

Pulikovskii now plansto vigt the kral regularly until heis sure agood team isin place.
On 12 February, an hour before Pulikovskii arrived, Nazdratenko flew to Moscow. According
to the media, he plans to meet with the president to discuss an offer to work in the capitd.
Pulikovskii said, "'l know that Nazdratenko sought a meeting with the presidert, but yesterday
evening | talked with [Presdentid Chief of Staff Aleksandr] VVoloshin and there was no
information about a meeting. | don't know why he went to Moscow.” - Oleg Zhunusov in
Vladivostok

POLTAVCHENKO SETSUP ECONOMIC COUNCIL THREATENING
INTERREGIONAL ASSOCIATIONS. On 9 February, Presidential Representative to the
Central Federd Disgtrict Grigorii Poltavchenko conducted the first meeting of the Centra
Federa District Council. The council was established last December to develop concrete
economic programs for the 18 regions that make up the district. At Poltavchenko's suggestion,
Orel Governor and Federation Council Spesker Y egor Stroev was dected chairman of the
council. Stroev is dready chairman of the Black Earth Association.

Observers view the council's creation as an attempt to set up an dternative to the Black
Earth and Central Russainterregiona economic associations. The council and the associations
address the same issues. However, the council, working under Poltavchenko's aegis, would be
subject to greater federd control than the associations, which were horizonta aliances among
neighboring regions, rather than a top-down structure organized by Moscow. When asked
specificdly if the new council would duplicate the work of the associations, Poltavchenko said,
"Either we will work out a mechanism for cooperation, or there will be no need for the
associations.” (http:/Avww.itar- tass.com/russ/newsdir.htm) He said that the decision would be
up to the governorsin the didtrict.

All of the regionsin the digtrict face severe problemsin their indugtrid and agricultura
sectors. Only Moscow and Moscow Oblast are exceptions. The district was the only one of
Russids seven to show an increase in crime during the first nine months of 2000. Stroev called
on the regions to work together to solve their problems.

Poltavchenko's assistant on economic issues, Vaslii Kichedzhi, suggested setting up an
investment agency for the digtrict. The agency would be a nonprofit partnership betweenthe 18
regions and Sberbank, Vneshtorgbank, and Unified Energy Systems aswell as other potentia



investors. Kichedzhi said that he had aready reached an agreement with these groups. The
governors want the agency to focus on generating domestic investmert for the region. Many
governors believe that the regions are not able to perform these tasks by themselves. M oscow
Mayor Yurii Luzhkov said that he would set up an information center in the capita to advertise
the products produced in the central digtrict that currently do not reach alarge audience.
Luzhkov said that Moscow would aso contribute 250 million rubles to the investment agency.

Luzhkov argues that the members of the agency's board of directors should be
determined proportionaly by the size of the contributions each region makes to it. Other
governors regect thisides, charging that Muscovites would dominate the agency's management
under such asystem. Apparently, Luzhkov is pursuing a strategy by which Moscow will
increaseits politica standing in the council, but share some of its economic resources with the
neighboring regions.

Another issue that aroused heated discussion was the plan to restructure Svyazinvest,
the telecom giant that provides phone service through regiona subsidiaries, into seven larger
stock companies (one each in each of the federd didricts). Advocates of the reform believe that
the company's divison into more that 80 units makes it unattractive to investors. However, if the
parts were brought together to form larger companies, there would be greater investor interest
in the resulting conglomerations. In the Centrd Federd Didtrict, the Moscow Oblast company
Elektrosvyaz would be the basis upon which the 18 exigting regiona companies would be
merged. Ultimately the new company would serve an area sretching from Yarodavl and
Kostromain the north to Belgorod and V oronezh in the south.

The governors opposed the reorganization plans, pointing out that the regiona
Svyazinvest companies now contribute sgnificant sumsto regiona budgets. If the regiond
companies are unified into alarger company, it is not clear where the tax revenue would go, and
regiona budgets are likely to suffer. Shareholdersin the current regiond companies are dso
concerned about how their stock will be converted into sharesin the larger company, fearing
that they will lose some of their current value. Additiondly, Stroev and Luzhkov warned about
the monaopolization of the telecom market. - Sergel Sarychev in Kursk

GOVERNORS ELECTIONS

1999-2001 ELECTIONS BRING NEW GENERATION OF LEADERS. The
conventiona wisdom proclams that incumbents were the main victorsin the gubernatoria
elections held between 1999 and 2001. While many current office holders did win another term,
amore gtriking result is that the eections brought to power a new generation of rulersin many
regions.

In the cycle of gubernatoria eections that took place from December 1995 through
early 1997, the fight was generdly between two teams. the presidential administration and
Gennadii Zyuganov's Popular Patriotic Front. Each side kept score of the results, asif the
elections were a sporting event. The eections that took place from December 1999 through the
beginning of this year were completely different: nobody kept score, and it was often hard to tell
who was playing on which team. Despite this difference, the current dections have much in
common with the eections of four years ago.



Many andysts looking at the 1999- 2001 e ections have pointed to the success of the
incumbents. They often won by manipulating regiond laws and deploying various adminigtretive
means. In fact, many governors have survived. In 1996, about half the incumbent governors
who faced the voters lost their eections, while only athird did so in the most recent cycle. In
1996, many of the incumbents were governors who did not have much experience contesting
direct eections and often were not the most powerful or influential people in their regions. Now
more seasoned and battle- hardened |eaders have held onto their positions.

However, the eections did not become less competitive this time around. In the 1995
1997 dections, the victor had to win more than 50 percent in 68 percent of the elections. Four
years later, the winner had to take an absolute mgority in 63 percent of the eections. In 1995
1997, arunoff was required in 30 percent of the eections, while one took place in 25 percent in
the recent round of eections. The number of candidates participating in the dections actudly
rose from 5.1 to 6.2 over the four years. The number of "effective candidates' (ameasure
indicating how many candidates had aredigtic chance of winning) stayed gpproximately the
same, at about 3.0.

Some figures do suggest that the recent el ections were less competitive and that the
voters had no red dternatives. The number of eections where the winner beat his nearest
competitor by more than 50 percent rose from 16 to 27 percent. In these cases, the victor
essentidly had no redlistic competition. Lik ewise, the share of €ections where the winner had a
subgtantia, though not overwhelming, lead grew from 25 to 50 percent. In these eections, the
number of effective candidates was between 2 and 3. Most likely, these victories are not the
result of the absolute power of the governor, but the completely rationa decision of competing
elite groups to St out eections when the incumbent seemsinvincible and wait until the next
elections when the incumbent or his successor isin awesker pogtion.

It is dso possble to say that the renewa of the regiond dlite in these eections was no
less Sgnificant than in the eections held four years ago. Of the 34 cases when new leaders came
to power in 1995-97, 14 were actudly the return of former dites, namey former heads of the
Communigt-era obkoms, ispolkoms, and oblast soviets, or governors who had been fired. In
the latest round, of the 20 new regiond leaders, only one (Tambov's Oleg Betin) isaformer
governor and oneisthe former chairman of aregiond legidature (Kamchatkas M.
Mashkovtsev). Thus, this time as four years ago, about 20 new people came to power without
experience at the top of the regional Olympus.

The 1995- 1997 dections did not bring a new generation to power. Then only 17 of the
34 new governors were younger than the incumbents they defeated. Generdly a 49-year old
replaced a 51-year old. In the 1999-2001 dections, the new governors are clearly younger.
Only 2 of 20 new governors are older than the men they replaced. The new goverrors are
generaly well experienced at 48, but they are often replacing men older than 60. The average
age of the exiting incumbents was 58.

Although overlooked by many andydts, the replacement of the "old guard” is one of the
key results of this electord cycle. Between the defegts of Vladimir Khubiev in Karachaevo-
Cherkessya, who had been at or near the top of his republic since 1979, and Gennadii Neddlin
in the Taimyr Autonomous Okrug, in power since 1971 (as deputy chairman and then chairman
of the igpolkom), awhole group of Soviet managers who came to power in the early



perestroika period stepped down: Aleksandr Ryabov, Vladidav Tikhomirov, Nikola
Kondrateko. VdentinaBronevich, Y urii Goryachev, Ivan Shabanov, and Vladimir Biryukov
(who became second obkom secretary in 1977). This generation defined what it wasto be
governor in 1996 and, not surprisingly, the governors elected Y egor Stroev, obkom first
Secretary since 1985, to the position of Federation Council chairman. Of this group, now only
Adtrakhan Governor Anatolii Guzhvin and the soortto- be-redected Anatolii Belonogov in
Amur remain.

The next generation of governors, who came to power right around 1990, between the
Soviet eraand the beginnings of reform, came through the '99-'01 eections without any losses.
However, their turn to step down will likely come in the next cycle of dectionsin 2003-5.
Although many of these governors fought for the right to contest athird term, many are likely to
lose their next dections anyway. - Aleksal Titkov in Moscow

CHIEF INSPECTOR ENTERSEVENK GUBERNATORIAL RACE. Chief Federd
Ingpector for the Evenk and Taimyr Autonomous Okrugs Y evgenii Vaslev announced on 7
February that he would run in Evenk's 8 April gubernatorid eections. Vasilev announced his
candidacy despite the fact that the Presidential Representative to the Siberian Federd Didtrict
Leonid Drachevskii has a policy that none of his saff members should run in dections since it
gives the voters the impression that the Russan president supports their candidacy. Accordingly,
Vadlev has submitted his resgnation.

In the Tyumen Oblast gubernatorid eections, Sergel Sobyanin, then a deputy to
Presidential Representative to the Urads Federal Didrict Petr Latyshev, won the eection even
though Putin had explicitly supported incumbent Governor Leonid Roketskii.

Vadlev will face Boris Zolotarev, who is backed by the YUKQOS oil company, the
largest company operating in the region and the main employer. Incumbent Governor Aleksandr
Bokovikov has dready announced that he will not seek redection. - Maksm Shandarov in
Novosibirsk

INTERREGIONAL RELATIONS

OIL POLITICSSHAPESKOMI'SREACTION TO THE REEELECTION OF
NENETS GOVERNOR. Because they share the Timan Pechora Basin with its vauable
netural gas and oil deposits, the recent gubernatoria eectionsin Nenets Autonomous Okrug
have had a big impact on the politica processes and economic development of Komi Republic.
The very fact that Komi leader Y urii Spiridonov participated in newly reelected Nenets
Autonomous Okrug Governor Vladimir Butov's 27 January inauguration suggests that and
differences the two leaders had in the past, have now been set aside. While both governors now
clam that such differences never existed, they in fact remain clear and important.

Komi observers believe that Butov and his opponents, -- who were funded by LUK all,
which sought to replace Butov with acandidate more to itsliking -- spent tens of millions of
dollars on the campaign. Butov's opponents assembled a large team of PR specidigts from
Moscow, S. Petersburg, Komi and numerous other regions to work against the incumbent.



LUK il believed that Butov was blocking the advance of its corporate interests in the region
(Komsomol skaya pravda. Respublika Komi, 2 February 2001).

While Butov is effectively a war with LUKoail, Spiridonov has been working with
Russids largest oil company (Molodozh severa, 1 February). Thus, in his campaign materid,
Butov described LUKaoil's work in Komi as an "occupation™ of the republic, charging that Komi
was a"reservaion” and that Spiridonov was a"puppet” in the hands of the "oil mafia" Another
reason for the differences, according to the paper, isthat ethnic Komi outnumber Nenetsin the
Nenets Autonomous Okrug. Ethnic Komi made up the largest group in the okrug legidature,
including Spesker V. Vyuchekii, and this legidature congtantly criticized Butov's managemen.
Butov tried to pass off this criticism as coming from the Komi and therefore irrdevant. His
adminigtration aso supported the activities of locad Nenets nationdists, who agitated for eecting
ethnic Nenets, claming that they had a greater claim to the tundra and its resources than the
Komi.

Mos of Butov's dlies have been with him since the days when he wasasmdl
businessman. Now they monopolize al spheres of businesses that bring in revenue into Nenets,
but they do not have the resources to develop the oil and gas deposits. The governor's people
alot control of the depositsto their friends: both locals and obscure oil companies from
Kamykiya, whose Presdent Kirsan llyumzhinov is friends with Butov. Ultimately, some believe
that the governor will privatize the entire province, which is capable of producing 40 million tons
of oil ayear.

Devedoping the reserves in the Nenets Autonomous Okrug and Komi must be done
together. The process requires the participation of Butov, Spiridonov, and LUK il President
Vagit Alekperov. Butov is extremey unpredictable in his behavior and the problems he creates
could hurt the Komi economy. In the Komi guberatoria eections later this year, a candidate
could try to score points againgt Spiridonov by running an anti- LUK oil campaign. Such a
campaign would be politicaly destabilizing, especidly since the stakes are much higher in Komi
than in Nenets.

From the point of view of investorsin the region, Butov's victory is not a pogtive sgn,
as development requires better cooperation between the two governors. But the problems
reman monumenta. KomiTEK provides one third of the tax revenue to the Komi budget, but
itsmain field isin Nenets territory. The Nenets leadership bdlieves that the money generated
from this deposit should go to Nenets. Komi's paliticians will have to work hard to retain this
incomein the coming years. - Y urii Shabaev in Syktyvkar

PATTERNS OF REGIONAL DEVELOPMENT

IRKUTSK GOVERNOR, LEGISLATURE BATTLE OVER BUDGET. Irkutsk
Governor Boris Govorin and the regiona legidature are locked in battle over the oblast budget.
The fight has become s0 nasty that the governor now refuses to participate in a conciliatory
commission designed to resolve their differences.

Irkutsk's discussion of the 2001 budget was delayed because of the long-running bettle
over the gppointment of the regiond legidature's speaker last year. Ultimately, the governor lost
this conflict and the opposition was able to win the speakership on 25 December (see EWM



Russian Regional Report, 10 January). This year the regiond legidature regjected the governor's
proposed budget and sought to negotiate with the adminigration in a conciliatory council that
was to meet on 7 February. However, the governor charged that the deputies objections to his
budget were "basdess' and refused to send delegates to the meeting. Members of the legidature
warned that if the governor did not nominate negotiating partners by 14 February, they would
appedl to the regiona procurator.

After hearing reports from the governor's Main Financia Adminigtration and the regiond
Audit Chamber, the regiond legidators decided that the governor's budget vastly
underestimated the revenues the region would earn in 2001. The governor's team has argued
that the budget is based on redlitic figures. It believes that regiond enterprises will make far
smdler profits in 2001 than they did in 2000. The reasons behind this downturn are higher
energy costs and aruble exchange rate that is not favorable for exporters. Additiondly, the
governors supporters point out, most taxes are now collected in the form of rea money as
opposed to veksals and mutual debt swaps. As aresult, tax collection rates appeared to be
higher in the past than they are today. Despite these arguments, the deputies believe that Irkutsk
Oblagt's mayors have underestimated the income from their regions. They dso complained that
many enterprises declared bankruptcy as atactic in avoiding tax payments.

The legidaure and the governor are dso wrangling over the date of the next
gubernatorid dections. The governor wants to move these elections up to April from July, the
current date. He aso wants to reduce the length of the actual campaign from 90 daysto 70
days. Additiondly, the governor advocates changing the eectoral law so that the candidate who
scores at least 25 percent in the firgt round of voting when there is a minimum 25 percent
turnout will win. The current law requires that the winner take more than 50 percent in the first
round or face arun-off that pits the two top vote-getters against each other. Such provisions
would make it easier for the incumbent to win, and the legidators have yet to accept them.

Meantime, on 5 February, the Supreme Arbitration Court ruled that Irkutsk would own
a15.5 percent stake in Irkutskenergo and have the right to two board members. The oblast had
been fighting the federal government for control over a40 percent State-owned stake, seeking
20 percent for the oblast. In the past, the oblast lacked access to Irkutskenergo's financia data,
but its board members will now have this informetion.

FEDERAL CRACKDOWN SEEKSTO ROOT OUT CORRUPTION IN MARII EL.
Under former Marii El Presdent Vyachedav Kiditsyn, the republic was notorious for the
corruption of itstop leadership. Now federa authorities and Kiditsyn's successor Leonid
Markelov, elected in December, are trying to make a clean sweep.

Inthe run-up to last year's eection, Presdentia Representative to the Volga Federd
Didrict Sergei Kirienko ordered a complete audit of the republic's top officids. According to
Kirienko deputy Vaentin Stepankov's October 2000 report, the Situation was "much more
serious and worrying than investigators anticipated.” The investigation found that Kiditsyn had
sanctioned many of the most egregious crimes. Russan law enforcement agencies have been
digging deep into Kiditsyn's palitical legacy and thus far have managed to pin down one of the
republic's pivota figures during the pre-eection period: former Chairman of Marii El's Centrd
Election Commission Y urii Petrov.



The procurator took legal action againgt Petrov in October, just two days before the
republic's State Council eection, charging him with taking bribes. Petrov was then in charge of
personnel issuesin President Kiditsyn's administration. He had dlegedly received aVolga-3110
car from regiond businessmen in exchange for preferentia trestment. Agents searched Petrov's
office and gpartment. Subsequently, Petrov resgned from his postion, claming poor hedth. On
12 February investigators arrested Petrov and placed him in aNizhnii Novgorod jall. The
practice of jaling suspects outside their home region isanorma in the federd battle against
organized crime.

The seriousness of the Stuation in the republic has prompted the new republican
presdent to start a thorough investigation of his predecessor's activity. Markelov fully agrees
with federd inspectors that the republic isin deep criss. The republic's consolidated debt is
more than $714 million--nearly 10 timesthe size of the republic's $78.57-million 2001 budget.
Markelov blames the current problems on the unbridled corruption that flourished under his
predecessor. Ironicaly, the former president used to employ the loca law enforcement agencies
in order to carry out hisillegd activities. His Saff included nearly a dozen people with crimind
records. This mafia-like community would block any attempts by the local opposition to criticize
the Stuation.

Markdlov emphasizes that he is not hgppy that he must begin histerm by prosecuting
his predecessor. Nevertheless, he says he fees an obligation to return assets misappropriated
by Kiditsyn'sdliesto the republic. For instance, Kiditsyn's brother till owes amost $180,000
to aloca bakery. And heis not the only one.

Markelov, who views economic revival and the crestion of afavorable investment
climate in the republic as his priority, stressed in a 10 February press conference that it would
have been impossible to remove Kiditsyn from office if federd authorities had not given dll
candidates an equa chance in the dections. - Viktor Pershin in Nizhnii Novgorod

NIZHNIT'SECONOMIC PROBLEMS POSE DANGERS FOR SKLYAROV
REELECTION BID. With gubernatorid dections scheduled for June, palitica life in Nizhnii
Novgorod is coming to abail. The region is degply involved in adebate about whether it makes
sense to set up agovernment at the oblast level that would be andogous to the government at
the federd level. The system would cregte two separate structures in the executive branch: the
governor's office and the government. Although the idea haslong been under discussion, its
recent gppearance has clear political implications.

Mayor Y urii Lebedev, apolitica opponent of Governor Ivan Sklyarov, proposed this
ideain a 31 January address to members of the regiond Legidative Assembly. The mayor
suggested that Governor Sklyarov was not redly up to his job and that he needed help.

L ebedev clamed that the government was necessary because of the difficult financiad Stuation in
the region. The region has an annud budget of $78.57 million. However, it owes the federd
government $17.9 million and has ligbilitiesto all

international and domestic creditors of $714.29 million.

The Federa Audit Chamber has just launched athorough investigetion into the
execution of the 1999 regiona budget, acting on a request from 120 State Duma members. This
audit adds further uncertainty to the outcome of the gubernatorid dection, as results will only be



announced near eection day. Theloca press emphas zes that the region is on the Audit
Chamber's priority lig, joining such poverty- and crime-stricken territories as Dagestan and
Kamykiya

The share of taxes collected in the region that goes to the regiond budget has been
gradualy shrinking. In 1999, for example, the region retained 52 percent of taxes collected on
itsterritory, while the remaining 48 percent went to the federa budget. In 2000 the regiona
share shrank to 48 percent. In 2001 the oblast is expected to receive only 40 percent of all
taxes collected locdly.

Mayor Lebedev clamsthat the governor needs a new inditution to help him carry out
his duties and to possibly relieve him of some of them. Sklyarov often travelsto Moscow, and in
his absence the administration's activity dows consderably. Under Lebedev's plan, the chairman
of the regiond government will replace the governor while he is out of town. The government
will dso handle day-to-day economic affairs, alowing the governor to focus on politica and
Strategic issues.

A dear-cut divison of power will be necessary to ensure that the new body does not
smply duplicate what the governor does. The mayor does not foresee any additionsto the
oblast adminigtration staff as aresult of the restructuring. At present the region aready employs
13,000 government officids, afigure many criticize astoo large.

Legidative Assembly Chairman Anatolii Kozeradskii supports Lebedev's proposd,
which he says will lead to more effective decisos and responsible officids.

With dl key players on the loca political arenatalking about the issue, Sklyarov could
not but decisively step in to join the widespread debates. On 12 February he endorsed the idea
that the regiona Legidative Assembly consider this proposd. He stated that the governor would
have the power to appoint the regiona prime minister, with the approva of amgority of the
legidature. The prime minister would have to secure the governor's support for his gppointments
to the Cabinet. Key officidsin charge of economic, financia and property-related affairswould
aso have to win the gpprova of the Legidative Assembly. The government would serve the
same term as the governor, resigning upon the eection of anew governor. The governor could
fire his government, but only after winning gpprova from at least two-thirds of regiona
legidators.

Vice-Governor Alexander Batyrev said that the regiona government could be
established within three months. Candidates for oblast prime minister are aready under
consderation. - Victor Pershin in Nizhnii Novgorod
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Transitions Online (http://www.tol.cz)
Intelligent Eastern Europe

Transitions Online (TOL) is the only Internet magazine covering the entire post-communist region from the
Czech Republic to Kamchatka. CNN, the World Bank, and the IMF have chosen TOL for itsin-depth
reporting—a unique combination of on-the-ground perspectives from local correspondents with rare cross-



border analyses. Not to mention hundreds of archived articles covering the last six years of transition. Join
intelligent Eastern Europe at http://www.tol.cz .

Register for your free 2-month trial subscription at http://www.tol.cz/trialsubscr.html . Citizens of post-
communist countries can register for free 12-month subscriptions at http://www.tol.cz/trialsubscr2.html .
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Russa's Fate Through Russan Eyes. Voices of the New Generation

Edited by Heyward I sham with Natan M. Shklyar
Introduction by Jack F. Matlock, Jr.
Westview Press, 2001; 429 Pages; 0-8133-3866-2; $30.00; hc

"Russia’s Fate Through Russian Eyes makes an important contribution to the West's
understanding of the profound disorientation which the political, economic, and socia upheavals
have had on the lives of ordinary Russian citizens. These essays by rising young leaders of the
pogt-Soviet generation, as yet largely unknown in the West, spesk with unusua candor of the
frustrations and deprivations, the loneliness and yearning for leadership that pervade al regions
and walks of life. Heyward Isham has provided vauable insight into the issues that must be faced
by the architects of Russids future."

-- Henry A. Kissinger

In this ground-breaking work, twenty-eight young Russian intellectual s —representatives of anew
generation who came of age during and after the fall of the Soviet Union-- record the hopes, fears, and
triumphs of recent years. Their "reports from the field" form amosaic of professional and personal
impressions, recollections, and recommendations bearing on Western policies aswell as domestic priorities.

Aswitnesses to Russia's troubled, episodic, and contradictory transformation, the contributors
have much to tell the West-- particularly those observers who tend to deprecate the importance of Russia
as anation following the collapse of the USSR.

It isunfortunate but true that multiple stereotypes about the sources of Russian conduct continue
to pervade the global political debate and shroud that country's very real accomplishmentsin recent years.
These personal histories offer amuch more complex -- and ultimately heartening -- picture than the one the
average Western newspaper reader is accustomed to seeing. For example:

-- In" Reshaping the Russian State," Professor Y urii Plyusnin recounts the results of his 19 sociological
expeditionsinto the Russian countryside in the 1990s. His goal: to examine the "internal" responses of
average Russian citizens to sweeping external reforms.

--In" Striving Toward Rule of Law," founding president of the Russian Union of Y oung Lawyers Vladislav
Grib analyzes the slow but steady process of judicial reform and the moral compass of young Russian
lawyers.

-- In" Civil Society Building Blocks," Nadezhda Azhgikhina, prominent journalist and feminist thinker,
illuminates the contradictory historical and cultural forces that have shaped today's burgeoning Russian
feminism.

-- In" Preserving the Culture, Moder nizing Education,” Vladimir Mirzoev, resident director of the

Stanislavskii Drama Theatre, discusses the central, subversive role of theatre in Soviet times and the
paradoxical "cultural wasteland" created by the rapid transition to free speech and capitalism.

What do reviewers have to say about Russia's Fate Through Russian Eyes?



"...The contributors to this sturdy anthology are members of the post-Stalinist generation born in
the '50s or early '60s who have attained success in various fields in post-Soviet Russia. The
insights that they offer into these times are fascinating..." (Civilization, October-November
2000)

"A thoughtful anthology, presenting a plurdity of views and explorations of the tumultuous first
decade of democratic Russia. EastWest I nstitute Vice President Isham... has assembled a
muscular array of 26 contributors, ranging from academics to entrepreneurs, each digtinctly
Russian in outlook.... These essays contain much that runs counter to accepted notions of Russian
malaise and entropy... Similar recent anthologies have attempted to wrestle with the post-
Communist chimera, but they usualy were confined to economic or political analysis. While Isham
includes much of both, he provides some refreshingly unorthodox commentary... A sober,
comprehensive volume that varioudly provokes unease or reassurance, but ought to have
something for al interested readers.” (Kirkus Reviews, January 15, 2001)

Heyward Isham, the editor of Russia's Fate Through Russian Eyes, is a thirty-five-year
veteran of the U.S. Foreign Service. He served as political and economic officer in Berlin,
Moscow, and Hong Kong prior to his appointment as Ambassador to Haiti. A long-time
Russophile who has followed the country closely since his first posting to Moscow in the
1950s, Ambassador Isham is a recognized expert on post-Communist societies in Europe
and Asia and samizdat (underground Soviet literature). Ambassador |sham, who served as
editor of Remaking Russia: Voices from Within, (ME Sharpe 1995), is currently Vice
President of the EastWest Institute, New York.

To acquire areviewcopy of Russias Fate Through Russian Eyes, please contact:
Paula Waldrop, Promotion Coordinator

Westview Press and Perseus Publishing

5500 Central Avenue

Boulder, CO 80301-2877

Tel.: (303) 444-3541 x245

Fax: (303) 449-3356

Paula.Waldrop@perseusbooks.com

WWW.Westviewpress.com

Toorder Russias Fate Through Russian Eyes please contact:
Customer Service, Westview Press and Perseus Publishing
Tel.: 1-800-386-5656 (U.S. orders only)
westview.orders@perseusbooks.com

For additional information on Russias Fate Through Russian Eyes, please contact:
Marisa Robertson-Textor, Program Associate

EastWest Ingtitute

700 Broadway, 2™ Floor

New York, NY 10003




Tel. (212) 824-4115
mrtextor @iews.org
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The EastWest Ingtitute (EWI1) works to defuse tensons and conflicts which threaten geopolitical
sability while promoting democracy, free enterprise and prosperity in Central and Eastern
Europe, Russiaand other states of Eurasia. The EWI is an internationa not-for- profit ingtitution
established in 1981. It works through centersin New Y ork, Moscow, Prague, and Kyiv. The
EWI isagloba network of relationships with leeders in the business, governmenta, non-
governmenta and intellectua communities based on shared va ues and dedicated to providing
assstance to regiona leadership to address critica issues at both the local and globa levels.
Pease vist our webgite at http://mww.iews.org for more information about the Ingtitute.
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BREAKING NEWS

PUTINS SACKS SAMOILQV. President Vladimir Putin fired Sergei Samoilov as the
head of the Presidential Administration's Territorial Department on 16 February
(press.maindir.gov.ru). Samoilov's dismissal was apparently due to Kremlin's unclear
stance during the numerous gubernatorial elections that took place last fall (Segodnya, 17
February). In most of those elections, the Kremlin did not decisively back one candidate.
Samoilov had held his job since August 1996.

Putin replaced Samoilov with Andrei Popov and appointed Aleksandr Kosopkin
as the head of the Main Department on Domestic Policy. Popov is close to Deputy
Presidential Chief of Staff Vladisav Surkov, who is considered one of the Kremlin's
toughest managers, according to Kommersant Daily (17 February). Putin apparently cut



the staff of the Territorial Department by 40 people, most of whom will be transferred to
the staff of the seven presidential representatives to the regions.

The remova of Samoilov and the transfer of some of his staff members was a
clear victory for the seven representatives. Samoilov had fought their attempts to increase
their power. After his firing, Samoilov warned that the representatives would soon seek
to take additional power from the Moscow-based presidential administration.

Although Samoilov is now gone, the representatives now face new challenges.
Presidential Representative to the Volga District Sergei Kirienko's staff described the
personnel reshuffle as a victory for Surkov, who now controls the political and regional
departments within the administration. The representatives will have more difficulty
dealing with him as the main curator for the regions than they did with Deputy
Presidential Chief of Staff Aleksandr Abramov, who will now organize the work of the
State Council. On 30 Putin put the seven representatives directly under Chief of Staff
Aleksandr Voloshin, and Surkov is considered Voloshin's right hand man (see EWM
Russian Regional Report, 31 January).

Overadl, Putin's reorganization created a system of checks and balances, on one
hand strengthening the M oscow-based presidential administration, while, on the other,
strengthening his seven representatives in the field.

CENTER-PERIPHERY RELATIONS

POST-NAZDRATENKO RESIGNATIONS CONTINUE IN PRIMORSKII KRAL.
Primorskii Krai Procurator Valerii Vasilenko resigned his position on 19 February,
according to his press secretary Elena Parkhomenko. She did not give a reason for the
resignation.

In the past, former Governor Y evgenii Nazdratenko's opposition has repeatedly
criticized Vasilenko for not taking action against the authorities. During the court case
over the contract killing of Primorrybprom General Director Andrei Zakharenko, the
defendant accused Vasilenko of participating in the crimina battle to take over the largest
fish processing plant in the krai. The defendant said that he acted under Vasilenko's
leadership and with his support.

Last week, the newspaper Svobodnyi golos published by State Duma Deputy
Viktor Cherepkov included transcripts of atape recorded tel ephone conversation between
Nazdratenko and Vasilenko in which the two discussed their cooperation and mutual
didlike of Presidential Representative to the Far Eastern Federal District Konstantin
Pulikovskii. As afedera official, Vasilenko is supposed to represent Moscow's interests
in the region, not those of the governor. In the recording, Vasilenko told Nazdratenko that
Pulikovskii had sent him an anonymous denunciation of the krai administration.
Vasilenko informed Nazdratenko that he told Pulikovskii that Russian law forbid him
from investigating anonymous denunciations. However, Pulikovskii alegedly insisted
that he proceed with the investigation. The Russian authorities have since changed the
law, making it legal to investigate such anonymous denunciations.

Vasilenko apparently resigned when he was in Khabarovsk speaking to his
superiors. For the resignation to take effect, General Procurator Vladimir Ustinov must
accept it, but so far he has asked Vasilenko to keep working. Cherepkov has claimed that
Vasilenko has close ties with Ustinov.



Meanwhile, Acting Governor Vaentin Dubinin is preparing to reduce the
administration staff, removing 200 bureaucrats from 62 departments. The krai
administration currently employs 1,200. The sreamlining will reduce the 64 current
administrative divisions to 48. Dubinin warned that he would make such cuts
immediately after he took over the krai leadership on 9 February. Dubinin has aready
overseen the resignations of Nazdratenko's six top deputy governors (see EW Russian
Regional Report, 14 February).

The energy situation has apparently improved in the region since the beginning of
the month. According to the local civil defense and emergency situations staff, all krai
apartments now have light and only 26 buildings, housing 1,500 individuals, are without
hesat.

Additionally, local media have cited unconfirmed reports that President Putin
offered Nazdratenko the position as head of the State Fishing Committee. The opposition
in Primorskii Kral is outraged about this possibility. Primorskii Krai Duma Member Y urii
Rybalkin said, "The person who destroyed the krai economy should not have any
management position.” Rybalkin said that in 1992, fishing provided 40 percent of the krai
budget. By 1998, under Nazdratenko's leadership, this figure had dropped to 4.7 percent.
Rybalkin claimed that the size of the catch had dropped only 10 percent during the period
and that exports had increased from 30 to 80 percent. He claimed that money generated
from the fishing sector had been directed into the black market and away from state
coffers.

Nazdratnko supporters, such as the chairman of the Primorskii Fishermans Trade
Union Vladimir Nagornyi, said that "Nazdratenko always fought against policies that hur t
the fishing industry, foreign fishing in the Okhot and Bering seas, selling the Kurile
Islands to the Japanese, and auctioning off fishing quotas.” Pulikovskii, however,
denounced the krai's fishing policy for handing out quotas on the basis of political loyalty
rather than economic rationality.

On 19 February, the Krai Duma set the governors elections to replace
Nazdratenko for 27 May. - Oleg Zhunusov in Vladivostok

IN BOLSHOI URAL, SUMIN SEEKSTO BRING GOVERNORSCLOSER TO
PRESIDENTIAL REPRESENTATIVES At the meeting of the Bolshoi Ural

Interregional Association in Chelyabinsk on 16 February, Chelyabinsk Governor Petr
Sumin tried to reconcile Sverdlovsk Governor Eduard Rossel and Bashkortostan
President Murtaza Rakimov with Presidential Representative to the Ural Federa District
Petr Latyshev and the representative to the Volga District, Sergei Kirienko. Despite the
meeting's ostensible focus on economic issues, there was a strong undertow of political
tension. The meeting was reminiscent of last year's gathering in Bashkortostan where
Rossel and Rakhimov sharply criticized the federal authorities. That meeting was
supposed to take place in Chelyabinsk, but Sumin, who was seeking reelection on 24
December, did not want to anger the federal authorities before the voting in his region.
Sumin did not attend the December meeting. Now that the elections are over, Sumin
welcomed the rebellious Ural €elite to his region. However, Sumin did not join the
opposition to Putin's reforms. Rather, at his urging, the association appealed to Latyshev
and Kirienko for better cooperation.



Rossdl, the president of the association, said that his overtures to Latyshev and
Kirienko had met with silence. Rossdl claimed that the jobs of the presidential
representative and governor did not overlap. But his assertions that he was not in conflict
with the federal authorities did not ring true since later in his talk he said that the
representatives were unjustifiably trying to take on additional powers. The governors
believe that Latyshev is indifferent to the association's work or even disapproves of it.
Sumin is working to bring the two sides together.

Thus on the eve of its tenth anniversary, the association is facing a potentially
serious split. The divide goes beyond the fact that severa regions traditionally regarded
as belonging to the Urals ended up in the Volga Federal District established by Putin
(Bashkortostan, Udmurtiya, Perm, Orenburg). Rossel and Sumin have given up the hope
that Putin will redraw the boundaries of the federa districts to include more Ura regions
in the Ural Federal District. The victory of Latyshev's former assistant, Sergei Sobyanin,
in the Tyumen Oblast gubernatoria electionsis also a key factor in the association's
disunity. Earlier the resource-rich Khanty-Mansii and Yamal Nenets autonomous okrugs,
which are part of the oblast, had announced their intention to join the association.
Following Sobyanin's victory, however, they are no longer interested in doing so. In fact,
Tyumen Oblast sent a very low level delegation to the meeting in Chelyabinsk, when
governors represented most other regions.

At the end of the meeting, the governors left the future of the association
undefined. Continuing in its present form will be very difficult for the association. The
governors club has changed dramatically after the elections in Tyumen, Orenburg, and
Perm. The new leaders there are in no hurry to back the triumvirate of Rossel-Sumin-
Rakhimov. There is also not a new leader who could unite the various Ural regions
around a new platform. Latyshev might be such a leader, as Sumin was trying to indicate
to his colleagues. However, the other governors have yet to agree with Sumin or are
simply waiting to see how events develop. - Igor Stepanov in Chelyabinsk

PATTERNS OF REGIONAL DEVELOPMENT

THREE TYUMEN GOVERNORS START TO COOPERATE. On 15 February, the
three Tyumen governors met within the framework of their Governors Council and
signed a socio-economic cooperation treaty that will better coordinate the activities of
Tyumen Oblast, and the Khany-Mansii and Yamal Nenets autonomous okrugs, which are
located on oblast territory. Governors Sergei Sobyanin, Aleksandr Filipenko, and Y urii
Neelov also jointly reviewed the results of oblast-wide programs in 2000 and discussed
financing for 2001. This type of cooperation marks a new stage in the oblast's
development since previously Filipenko and Neelov had been at war with former Tyumen
Oblast Governor Leonid Roketskii. Sobyanin defeated Roketskii in the oblast's 14
January gubernatoria elections with support from the okrugs.

After the meeting, the three governors announced that their new cooperation
removed the need to create a State Council of Governors. They decided to leave the status
of the Governors Council unchanged. However, the governors created an executive arm
for the council that would carry out oblast-wide programs using resources from all three
regions.



Sobyanin said that the oblast's resources should be used to develop productive
enterprises that would generate tax revenue in the poorer, southern part of the oblast.
Then the southern part of the region would no longer have to seek funds from the energy-
rich northern okrugs. Yamal Nenets Governor Neelov said that his region would invest in
housing to be built in Tyumen because many of the northern residents, mostly natural gas
field workers, wanted to have housing in the more southern oblast capital.

The governors said that it did not make sense to adopt a federa law defining the
relationship between all of Russia's okrugs and the regions of which they are a part.
Rather, they proposed developing afederal law to deal specifically with Tyumen and
promised to make their suggestions known shortly.

Russia has 10 autonomous okrugs of which only one (Chukotka) isafully
independent region. Severa poor okrugs would be happy to join the oblast on whose
territory they are located. Rich okrugs, however, are more interested in winning their
independence. - Sergel Pushkarev in Y ekaterinburg

GOVERNORS ELECTIONS

TATARSTAN RACE SET. The Tatarstani Central Electoral Commission has ruled that
five candidates will participate in the republic's 25 March presidential elections. The
candidates are incumbent President Mintimer Shaimiev, State Duma deputies Ivan
Grachev and Sergei Shashurin, Second Secretary of the republican Communist Party
Robert Sadikov, and First Deputy Mayor of Zelenodolsk Aleksandr Fedorov. Fedorov's
candidacy isto ensure that there will be at least two candidates in the race in case
Shaimiev's real opposition withdraws. Russian law requires that € ections have more than
one candidate.

No one doubts that Shaimiev will win. The newspaper Zvezda vostoka (15-21
February) predicted that he would score a 85 percent majority. However, thereisa
considerable protest vote in the region. The Communists hope to take 20-30 percent and
some of the ethnic Russian population will vote against Shaimiev.

Wéll-placed sources claim that the president and his staff are nervous about the
elections despite the weak competition. Shaimiev is now unusually active in traveling
across the republic. While claiming that he wants clean elections, Shaimiev is clearly
using the resources of his office to support his campaign. He has ignored the law
requiring him to campaign only during non-business hours.

The opposition in Kazan has just published a book called Osobaya zona: vibory v
Tatarstane which shows that the results of al the elections held in the republic during the
last ten years have been falsified. Hopefully, 25 March will be different. - Midkhat
Faroukshin in Kazan

LOCAL GOVERNMENT

ULYANOVSK CITY SEEKS NEW FUNDING SOURCES. The adoption of the
second part of the Russian tax code in 2000 significantly reduced the tax income of
Russia cities. Now urban centers like Ulyanovsk must actively seek new sources of
income.



Ulyanovsk First Deputy Mayor Viktor Moiseev said that he was ready to intensify
efforts to collect back taxes that now total 400 million rubles, about half of the city's
annual budget. Similar efforts have been tried before but without success. Now the city
will work with enterprise directors, encouraging them to sign agreements with deadlines
for paying their debts. If this voluntary system does not work, the city officials threatened
the enterprises with court cases and bankruptcy.

The Aviastar aircraft maker and the Ulyanovsk Automobile Factory (UAZ) owe
the most: 70 million rubles and 16 million rubles respectively. Recovering the Aviastar
debt is considered hopeless, but Moiseev believes that it will be easier to collect from
UAZ since Severstal, one of Russids three largest steel makers, recently bought it.

Because the city no longer receives housing taxes, VAT, and salestax as aresult
of the new tax system, Ulyanovsk depends on the effective use of its property. A major
problem is that many owners of private buildings do not use them and thus avoid most
taxes.

The city's financia planners estimate that the city loses 175 million rubles a year
in the way that it taxes retail trade. However, the artificially low tax rate does not
trandate into lower prices for consumers. The mayor hopes to correct this law.

At the end of January, Mayor Pavel Romanenko raised the prices residents pay for
municipal services. The price for hot water wert from 5 to 30 rubles a person, while
heating went from 35 kopecks to 2.5 rubles per square meter. After numerous public
protests, the hikes were partialy rescinded. Hot water will cost 20 rubles a person and
heat, 1.2 rubles a square meter. Accordingly, the average person's payment will go up 35
percent rather than 60 percent. Thus the city will pay for 48 percent of the cost of
municipal services rather than the previous 60 percent. The reduced city contribution is
possible because Governor Vladimir Shamanov promised to subsidize heating from the
oblast budget. The mayor blamed the high prices on the high cost of energy.

According to Ulyanovskenergo, the city's municipal system owes 1.8 billion
rubles in back payments for energy use. In February, the city has only paid for 8 percent
of its energy usage. The company claimed that it was effectively providing energy to the
city for free, drawing on its own resources.

City housing officials believe that the budget will pay for 441 million rubles for
the housing system at a time when its debts are 3.3 billion rubles. Thus, most of the
expenses will not be covered. Accordingly, the mayor's offices has divided price hikes
into two steps. The first took place on 1 February. The next hike will occur on 1 October,
when the next heating season begins. - Sergel Gogin in Ulyanovsk

ELISTA CITY COUNCIL ELECTSMAYOR. On 9 February the Elista City
Assembly (Kalmykiya) reelected Radii Burulov as the city's mayor. According to the city
charter, the mayor is smultaneously the head of the Assembly as well.

The Assembly was elected on 4 February in a campaign that pitted the republican
authorities against the opposition, largely represented by the Y abloko party. The
authorities registered candidates in all 11 districts, while the opposition succeeded in only
eight. None of the opposition candidates won office. From the so-called " soft
opposition,” only one candidate won, the head of the local Soyuz pravykh sil, Natalya
Manzhikova. Candidates loyal to the authorities won all the remaining seats.



The mayoral eection was much more exciting than had been anticipated. In
Elista, the Assembly chooses the mayor from among his members, rather than having a
direct popular vote. Unexpectedly Vyacheslav Kuyukinov nominated himself as a
candidate. He is the general director of the Kurer company, a conglomerate that has
interests in communal services, transportation, hotels, and gas stations. Kuyukinov had
never opposed the city authorities before.

Ultimately, 8 of the 11 deputies voted for Burulov. However, it is clear that the
political divisions within the Assembly are more complicated than it initially appeared
after the overwhelming victory of the "party of power."

In fact, scandal has surrounded Burulov since the election. Just before election
day, falsified balots were found in the precinct where he votes and the procurator has
opened an investigation into possible vote tampering. On election day itself there was a
fist fight among election observers and members of the electoral commission at one of
the polling places. Although Burulov won 45.5 percent of the vote, more than the
combined total of his three competitors, the events cast a shadow on the legitimacy of his
election.

Judging by the first steps of the assembly, the authorities' control over the city
legidlature does not appear to be monolithic. While the authorities managed to defeat the
radical opposition, they may now face a split within their own ranks. - Vladimir Volgin in
Elista

TRANSFRONTIER COOPERATION

RUSSIAN, UKRAINIAN BORDERS DISCUSS SETTING UP EUROREGION. On
16 February the foreign ministers of Russia and Ukraine met in Kharkov to discuss
questions of crossborder cooperation. During the meeting the ministers met with
governors of border regions from both countries. The Ukrainian participants included
executives from Donets, Zaporozh, Lugan, Suma, Kharkov, and Chernigov oblasts, as
well as the Crimean Autonomous Republic. The Russian side included governors from
Kursk, Tula, Bryansk, Belgorod, VVoronezh, Rostov, and Krasnodar.

The main goal of the meeting was increasing the level of bilateral border
cooperation between the two countries, intensifying trade, and expanding production
cooperation, according to the Ukrainian authorities (www.ufs.kiev.ua/news). In 2000
trade between the border regions grew 80 percent and reached $1.5 billion. Border trade
accounts for one fifth of overall trade between Russia and Ukraine, which grew 18
percent in 2000 and reached $8.5 hillion. The level of border trade is particularly
impressive since none of the regions are heavily involved in the oil and gas sector.
Belgorod is one of the leaders on the Russian side, since it is home to more than 500
enterprises with Ukrainian investment. Rostov has about 100, and Voronezh, 50.

However, dl is not well in this sector. Although Russian and Ukrainian regions
have signed about 250 cooperation agreements, the majority of them are not currently
functioning (www.ufs.kiev.us). The border regions are expected to become models for
inter-regional trade between other Russian and Ukrainian regions, so there is increased
interest in them.

Russian Foreign Minister Igor Ivanov made an extremely optimistic speech about
the prospects for cross-border trade (www.In.mid.ru), noting the general move toward a



"Europe of the regions’ across the continent. Both Ukraine and Russia have participated
in some of the 75 existing Euroregions. Russian regional and local authorities participate
in the Kareliya, Baltika, and Saule Euroregions, while Ukrainian authorities participate in
the Carpathian, Bug, and Neman regions.

There is currently no such region on the Russia-Ukraine border even though there
are good pre-conditions for establishing one. The close physical proximity, historic trade,
and humanitarian contacts, and the high level of mutual dependence in production and
infrastructure make cooperation important for both states. Russia sees this cross-border
trade as achieving its goal of strengthening the CIS.

The governors turned out to be more practical than the ministers and took the first
concrete steps in further developing cooperation. The leaders of the Ukrainian Donets,
Lugan and Kharkov oblasts and the governors of Belgorod and Rostov signed a
memorandum on joint action to utilize the water basin of the Northern Donets, which
flows through al of the territories. The regions plan to create a joint commission on
improving the ecological health of the basin at the gubernatorial or deputy gubernatorial
level.

The Russian governors who participated in the meeting said one of the mgjor
problems was the lack of sufficient legidation on trans-frontier cooperation. A significant
step forward would be the Russian parliament's approval of the European Framework
Convention on Border Cooperation. Russia signed the agreement in November 1999.
Once the treaty is ratified it will become part of Russia's legal base and significantly
improve the legal environment for cross-border cooperation in Russia. - Sergel Sarychev
in Kursk

BOOKS WORTH READING
WHY DO RUSSIA'SREGIONSHAVE DIFFERENT POLITICAL REGIMES?

Vladimir Gel'man, Sergei Ryzhenkov, Michael Brie, Rossiya regionov: transformatsiya
politicheskikh regimov [Russia of the regions: the transformation of political regimes]
Moscow: Ves mir, 2000.

Since the collapse of the Soviet Union in 1991, the 89 congtituent regions of the Russian
Federation have developed widely different political regimes. In some, asingle leader is
able to dominate the scene so decisively, including the manipulation of elections, that he
can effectively rule through personal ties with other politicians and businessmen. In other
regions, several actors compete by a set of formal rules to determine who will be the
leader. In Rossiyaregionov, Vladimir Gel'man and his colleagues wrestle with explaining
why some regions have somewhat more democratic regimes and some have less
democratic systems.

The authors look in depth at six regions: Saratov, Nizhnii Novgorod, Volgograd,
Ryazan, Ulyanovsk, and Tver. While these regions hardly represent the diversity of
Russia's 89 constituent parts, they provide an interesting lens to view regional political
development. By examining their history from the late Soviet period through the middle
of 1999, Gel'man devel ops some ideas about political change in general.



All six of the regions started with similar regimes in the late 1980s. By the
summer of 1999, three had new political regimes in place and three till faced uncertainty
in that no new political regime had replaced the old one that had been destroyed. Gel'man
ranks the regions in terms of level of democratization by placing Volgograd at the top,
Nizhnii Novgorod and Ulyanovsk at the next level down, then Ryazan and Tver, with
Saratov at the bottom. The key yardsticks are the competitiveness of the actors and the
importance of formal political ingtitutions (meaning well defined and fair rules of the
game).

At first glance, such aranking can seem rather arbitrary. But thisisin fact avery
sophisticated book. It lays out the cases systematically, making it possible to compare
across regions, identifying similarities and differences.

Gel'man'sranking is counter-intuitive and differs greatly from the usual wisdom
about Russia's regions. The book argues that Volgograd, with its Communist governor
and Communist-dominated legidature, is more democratic than, say, Nizhnii Novgorod,
where the "wunderkind" Boris Nemtsov was once governor. The analysis makes clear
that the battle between governor and mayor in Volgograd creates a situation in which
formal institutions matter and have been more resilient than in Nizhnii, where an elite
agreement limited the level of democracy under Nemtsov.

In the concluding chapter Gel'man devel ops a twofold explanation of regional
political change that emphasizes the importance of the Soviet legacy and the character of
the transition for explaining the appearance of different regimes in the Russian regions.
The Soviet heritage determined the potential framework of possible transitions, while the
character d the transition shaped its main specifics. The important aspects of the Soviet
legacy are the region's economic system (whether primarily agricultural or more balanced
with industry) and the resources available in the region, a feature that, of course, was
determined before the Soviet era. Thus, agricultural dominance in Saratov Oblast and the
inability of the urban elites to break free (the absence of a rura-urban divide) set the basis
for the rise of Governor Dmitrii Ayatskov's authoritarian style regime.

In terms of the character of the transition, Gel'man points out that a strategy of
compromise among the key actors in the destruction of the old regime combined with
observation of formal institutions could lead to the establishment of a stable regimewith
many political players. However, this did not happen in any of the cases under study.

Gel'man's conclusions are sensible and it is hard to find fault with them (though
sometimes the character of the transition variables seem to serve simultaneously as cause
and effect). Along the way, he offers numerous insights on a variety of subjects. He
maligns the muchrmaligned "Transitologists.” In his view, this school of thought seemed
to view political change much the way Hollywood designs movies. The old regime fell
apart, transition ensued, the inevitable result was democracy, and everyone lived happily
ever after. Gel'man makes clear, however, that democracy is not the only outcome and in
many cases, political systems live on with continuing uncertainty. Despite its criticism of
transitology, this book builds on the work of this school rather than dismissing it
atogether in favor of a new approach.

One interesting methodological question the book raises is whether it makes sense
to apply theories of regime change developed to explain processes at the national level to
sub-national entities. After all, what happens at the regional level is often determined by
factors at the national level. Gel'man's answer is that national governments are likewise



subject to exogenous international influences, so there is not really that much difference
between national and sub-national governments. This is an interesting argument, but the
federa government still plays more of arole in regional regimes than externa factasdo
at the national level.

Since the period covered in this book (through the middle of 1999), the federa
government has made a concerted effort to strengthen its position over the regions. Some
might use this evidence to say that Gel'man's point no longer holds valid. However,
except in the most extreme cases (such as Primorskii Krai), President VIadimir Putin
seems to be allowing regional leaders to rule their regions as they seefit. In this sense,
Putin is not addressing one of Gel'man's key findings. Gel'man argues that the main
danger for Russiais not that it will disintegrate, but that there will be increasing
differentiation among the regional political regimes. He warns that Moscow could lose
control over the legitimate use of force to regional leaders. Thus, Moscow's future could
be that of Bogota, where political and/or criminal groups beyond the reach of the national
government and each other control significant parts of the country outside the capital's
borders.

Unfortunately, the audierce of the book will likely be limited to scholars since it
relies heavily on the esoteric language of political science to explain the nuances of
regional political life. Gel'man is looking for the causes that can explain different
outcomes. Pinpointing the differences takes him and the diligent reader into a thicket of
jargon that will be somewhat forbidding to anyone unfamiliar with the political science
literature on regime change. Thus, Saratov is a "monocentric, uncompetitive regimein
which informal institutions dominate." In other words, one person holds all the power,
there is no effective opposition, and the leader rules through a system of buying alies
largely by trading favors. Journalists, of course, would make more of the fact than this
book dces that during the 1970s most of this process took place in the sauna.

Overall, this book is a somewhat difficult read, but one that has tremendous
insights. For regime change theorists, Gel'man tweaks the existing theories to bring them
into better line with Russian reality. For those primarily interested in understanding
political development in the Russian regions, Gel'man provides a useful framework for
telling the story of political change during the last 15 years. The case studies are the most
coherent histories of the regions that have come along yet. - Robert Orttung

SOMETHING COMPLETELY DIFFERENT (FOR THE RRR, ANYWAY)
A CULTURAL HISTORY OF PERM
By Petr Kozma, EastWest Institute, M oscow

Modern Perm Oblast lies on land that was once known as the "Urals Babylon."

Numerous tribes lived on the land and legend has it that even the prophet Zarathustra, the
founder of Zoroastrianism, was born in this region. Because of this past, Perm has always
attracted mystics and their followers. People interested in the supernatural gather in the
eastern part of the oblast, where UFOs are often sighted. Many believe that humans will
be able to communicate with the cosmos from this place. During the 18th century, a



theory circulated that Perm was the location of the legendary country of Biarmia,
described in ancient Scandinavian sagas as where the Vikings went to trade and hunt.

Perm is the only city in the world that has a period in Earth's history named after
it. The geographer Sir Roderick Murchison named the last of the six periods in the
Paleozoic Erathe Permian Period in 1841 after atour of Imperial Russia. The period
began 290 million years ago and lasted for 45 million years.

For many centuries Perm was a place where political exiles were sent. The exiles
fortified the land with culture, and helped build its schools, libraries, and hospitals.
Prisoners of al variety were sent here. In the pre-revolutionary period, Klement
Voroshilov, who rose to become the nominal Soviet president at the end of the 1950s,
was exiled to the city of Cherdyni. During the Stalinist era, the poet Osip Mandelshtam
served time in the same place.

TheFirst Russiansin the Area

The word "Perm" first appeared in the 12th century in the Primary Chronicle, the main
source describing the early history of the Russian people. The Perm were listed among
the people who paid tribute to the Rus. A Finno-Ugric people, the Perm are the ancestors
of the modern Komi (for whom the Komi Republic, just north of Perm, is named).
Around thistime, the land around the Kama River gradually began to be called Perm the
Great.

The origins of the word "Perm" remain obscure. Most likely, the word came from
the Finno-Ugric languages and means "far land" or "flat, forested place.”

The Novgorodian traders were the first to show an interest in Perm. Starting from
the 15th century, the Muscovite princes included the area in their plans to create a unified
Russian state. During this time the first Russian villages appeared in the northern part of
the current oblast. The first industry to appear in the region was a salt factory, which
developed on the Usolka river in the city of Solikamsk (which means Kama salt). This
region was known for its pristine natural beauty and, before the 1917 revolution,
particularly its tasty grouse (Ryabchik in Russian). In his verse, the proletarian poet
Vladimir Mayakovskii considered this bird an essentially bourgeois food.

Christianity came to the Perm lands in the middle of the 15th century. Today
some of the best pieces in the Perm Art Gallery are the unique collections of wooden
sculptures of Christ and other biblical figures. The Orthodox Church preserved the
ancient traditions of the local tribes who prayed to wooden idols by endowing them with
abasisin the Christian faith.

The Founding of Perm

The first Russians settled in what is now the city of Perm in 1723, when Peter the Great
ordered the construction of a copper factory at the site. Perm became the capital of the
Ural region in 1781 when Catherine the Great refamed the territorial structure of the
country. At her command, a special commission studied the Ural region and determined
that the best place for such a capital would at the crossroads of what is now the Trans-
Siberian Railroad, running east-west and the Kazan line, running north-south. Here a new



city was built on what was essentialy open land. Catherine decree that the city would be
named "Perm."

St. Petersburg and Perm are the only two cities in Russia that were built from
scratch according to a plan. Both cities have streets laid out aong straight lines. Perm's
first governor-general, Y evgenii Kashkin, drew up the plan for Perm and the first
governor, Karl Moderakh, transformed the drawings into a city. The construction of the
main part of the city extended during the course of the nineteenth century. The
contemporary writer Andrei Pecherskii noted in awe that Perm "is built even more
correctly than New Y ork and impresses any visitor with the straightness of its streets.” In
1908 Perm was listed as one of the ten most livable European cities. The czars engaged
Moderakh to rebuilt Moscow after it had been destroyed by Napoleon's troops in 1812.
He a so built the Fontanka Canal in St. Petersburg and the fountains at the Peterhof
Palace just outside of St. Petersburg.

More connects St. Petersburg and Perm than their similar origins. During the
Second World War, almost all of Petersburg's leading composers, writers, and artists
were evacuated to Perm. The Mariinskii (Kirov) company presented its ballets there.
Sergel Prokofiev wrote music. In an unheated Perm hotel, Aram Khachaturian composed
"Dance with Sabres." Today the Perm Ballet School is one of the best in Russiaand ison
aleve with St. Petersburg's. Many of the Perm Theater operas and ballets have become
significant events in Russia's cultura life.

Perm has always been a center of culture. Thus it is no surprise that Catherine
created a coat of arms for Perm of a bear, representing unspoiled nature, and a Bible,
symbolizing culture and enlightenment.

Perm During the Communist Revolution

Through the end of the nineteenth century, Perm was the center for Russia’s mining
industry. Workers smelted iron, steel, and tin. The region was also a key supplier of
copper and produced a quarter of Russia's salt. Kizel provided coal. Prospectorsin the
Ural Mountains also found gold and platinum.

Toward the turn of the century, the majority of metallurgical factories turned to
machine building. Foreign direct investment increased dramatically. In August 1878, the
railroad arrived and now the city lies on the main track connecting Moscow with Siberia.

Perm had been the capital of the Central Urals for the 150 years before the 1917
revolution. Its domain included such cities as Y ekaterinburg, Nizhnii Tagil, Shadrinsk,
and Solikamsk. Many writers who visited commented on the "Perm spirit" and the sense
of pride Perm citizens felt for their city. Pecherskii claimed that Perm was a"Russian
version of China' since "it considered itself better than all other cities and fought for its
place in the world." Anton Chekhov set his play "The Three Sisters® in "a provincia city
like Perm.”

The great impresario Sergey Diaghilev was born and raised in Perm at this time.
His "Russian Seasons in Paris' went on to become a mgjor event in world culture. The
inventor of the radio, Aleksandr Popov, graduated from the local seminary. The nobel-
prize winner Boris Pasternak included Perm in his great novel Doctor Zh