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Ox. Katmop:

The topic we are discussing today is 'Never let a good crisis go to waste'"
Addressing Russia’s structural economic dilemmas.

| would love to believe that the room is packed because you have all come to see
me, but | suspect it may have something to do with the quality of our guests in
the panel that we are bringing to you today. So, in a minute we are going to start
the conversation and | will be directing the traffic ultimately, but | am hoping that
our panellists here, both from government and the business community and from
the academic arena, will feel comfortable enough in this very intimate situation to
jump in on each other if they feel that there are points that they want to make, or
they want to pick up on what somebody else has said, or indeed, for fear, if they
might actually disagree with something that has been said. So, | am hoping that
we are going to have a very interactive and stimulating conversation, everybody.
So, before we get into this, what | have for you is a short video that has been
prepared by the Forum, not by CNBC, this is from the Forum, they just wanted to
set out a few of the issues that we are going to try and deal with in this session.

So, let's roll the tape.

VIDEO:

[Starts late] Russia’'s economy relates to how low oil prices, sanctions, Russia's
shift to Asia and its macro strains will define its economy over the short and
medium term. Perhaps, a more fundamental question is whether the presence of
these forces makes now the time for deeper politically committed structural
reform. Low oil prices are a reminder of diversifying and investing in more value
added production makes Russia less vulnerable to commodity price cycles. Once
oil prices rebound, some of the pressure to take difficult steps towards
diversification will be removed. On the other hand, drastic reform now could add
too much pain to an economy that has recently stabilized but is still under strain.
And there is the question of whether Russian governmental institutions need
restructuring as a precursor to instituting sustainable economic reforms. There
are compelling arguments for reform now. The devalued rouble has given

Russia's domestic metals industry an advantage over foreign competitors, and



could do the same for manufacturing as a whole — low rouble matched with
Russia's ban on food imports from countries levying sanctions has also
increased demand for locally grown produce with 9% of the world's arable land
Russia has the capacity for intensive agricultural expansion, and with investment,
it has the opportunity to value up its entire food chain. China and Russia
committed to joint investments in agriculture numbering in the billions just last
month showing that the Sino-Russian partnership is about more than gas. Russia
is also actively strengthening ties elsewhere. Diversifying trade partners is one
step, diversifying its domestic economy will be harder, it requires investment,
which, in turn, requires curbing capital flight enhancing the legal and financial
infrastructure to attract institutional investors and putting the plumbing in place to
connect ventures with capital. Competition needs to increase as import
substitution policies kick in, so that innovation enterprises can expand, even
disrupt, while chronic problems in industrial productivity are addressed. Whether
Russia is adequately prepared to take on such fundamental change, remains to
be seen, — big structural shifts are never simple to implement. One reason for

Russia not to let a good crisis go to waste.

Dx. Katmop:

So, there you go. | hope you all understand now what is on the table as a result
of that rather breathless delivery about the state of the Russian economy
currently. What | would just like to quickly do before | introduce what | am going
to say, is do a quick name check of everybody who is with us, not so much as to
introduce them formally, but just to make sure they are actually here, given that
we have so many panellists with us. So, let us just start at this end: Alexei
Ulyukaev you know very well, Anton Siluanov, Alexey Kudrin, Andrey Makarov,
Mikhail Shamolin and Oleg Viyugin. Very nice to have you, gentlemen, along and
| hope as representatives from the commercial and business community, you
have some strong views to express to the gentlemen on this side of the room.
And just to the front row, let me mention Dennis Nally. Thank you for being here.
Christopher Pissarides and, of course, Frederick William Engdahl. Thank you

very much for coming as well. So let me just say very quickly my piece on this.



As a journalist who has been coming in and out of Russia for many years now, |
have look at the last 18 months and | have perhaps been slightly concerned
about what | have seen as someone who daily reports on business and markets
for CNBC out of London. | make no apologies for the fact that mine is an Anglo-
Saxon free market economic perspective. And you will forgive me if my
statements are guided by that perspective through the next hour and fifteen
minutes. But as | looked to what | have seen over the last 18 months, | have
seen a new Russian data privacy law come into place which is going to make it
difficult for international Internet-related dotcom businesses to set up and operate
here. | have seen new rules on Media partnerships and ownerships that will
restrict foreign ownership to some 20% of a business. That law will come into
being later this year. We have seen increased state ownership. | do not want to
spend too much time on the Bashneft case, because those involved will have
their own position on what that represented. But to an outsider it looked like
another piece of private property that was returned to state control and currently
remains under state control. A privatization programme that Mr. Kudrin
championed so many years ago now has gone on the back burner. What
happened to that privatization programme? And as | have just spoken with Boris
Titov who feeds his reports annually into President Putin on the state of
entrepreneurialism in this country, what he said to me was 'costs are going up,
taxes are going up, tariffs are going up, it is becoming more expensive to do
business as an entrepreneur here, corruption is improving but not fast enough,
and red tape which is that plague of all businessmen, wherever they operate in
the world, is not being dismantled fast enough as far as he is concerned, and that
Is the message that he has fed into President Putin in his latest report.

So, that is where | stand on a number of things | have seen happen over the last
18 months. But look, Russia has had a tough time: the combination of sanctions,
falling commodity and oil prices, and of course, the rouble volatility has produced
something of a circling of the wagons, if you like, and maybe a psychology that is
focused back on the past, rather than looking forward to what could be done in

the future.



We have also seen a pivot towards China as a way, perhaps, of moving on the
Russian economic model that used to work on a three-legged stall: you had the
middle class, you had the minerals and resources businesses that exported, and
that generated wealth in a feel-good for the Russian economy. So, all of that was
good, but there have been challenges over the last 18 months.

So how do we address some of the challenges? Hopefully, what we are going to
hear today is some constructive proposals about how we deal with some of the
problems. Because the maths tells you everything. An employed population of 76
million, but in terms of how many of those Russian workers add value to the
economy, — maybe 15 million. That's an estimate that the economists have put
forward. The Russian workers' productivity is 50% of his German colleagues.
And the numbers look even worse against some other metrics. Are the goals,
and this is what | want to know from the gentlemen on the panel, still for Russia
to deregulate and move towards a market economy? Is it to stifle corruption
wherever it may be found? And is it to diversify away still from the extractive
industries? And | would like to put all of those questions, if | can, to the Economy

Minister to start off with, Mr. Ulyukaeuv.

A. YniokaeB:

Thank you very much for this opportunity. You know, in the Chinese language
the character for ‘crisis' consists of two pieces — one is 'pain’, 'problems' and the
other is 'opportunity’. So we have to find opportunities to move forward. What
does 'move forward' mean? It means to make the gap between the Russian
economy and the developed economies shorter. Now we have an imbalance
between the potential growth and actual growth. But the potential growth is also
not very high. We very much believe that by the end of this year we will pass by
the recession period of time. And next year we will be closer to potential growth.
But potential growth is 2-2.n% of GDP. It is still lower than the average in the
world. The average growth is 3.5-3.8% for this year and for the near future. And
the point is to have the Russian growth higher than the average. That is the way
to make the distance between developed countries and us shorter. What has to

be done for that? | would like to remind of the Adam Smith definition 'for the



economic growth you need two things — peace and easy taxation'. We will
probably talk about it — in terms of peace here we can think about sanctions,
counter-sanctions, etc. Easy taxation does not only mean taxes. Because if we
compare the official Russian tax burden with the European countries’ tax burden,
for instance, we will see that it is much lower. But let us compare it with the taxes
of the Southeast Asia countries, or BRICS countries, or the former Soviet Union
republics, and we will see that it is higher. Plus non-taxation fees and revenues,
and of course, the third one you mentioned, regulation burden. These are the

three things that we want to concentrate on.

Ox. Katmop:

But what specific measures have been taken to change the direction of travel for
the underlying economy? Because Russia will get out of jail next year, but it will
do that because the oil prices rebounded, and it will do that because it has found
some efficiencies within its own businesses. But, ultimately, | think, as Tony Blair
said here yesterday, you can keep beating the same economy and force it to
generate at a little bit of a higher level, but that is not ultimately the answer. You
have to change the model and allow animal spirits to run free if you believe in the

market. Does Russia today believe in the market still, Mr. Ulyukaev?

A. Yniokaes:

We still do believe in the market. And | think we are doing something to support
the market fundamentals of economy. | mean deregulation, of course.

Look, we have announced that the tax-raising holidays up to at least 2018. The
same will be quasi-fiscal, quasi-tax burden. Plus some measures regarding
deregulation of the economy like inspection activity, for instance, — the law will
provide inspection holidays for small and medium-size companies also. Some
new support of greenfields and SMEs. The SMEs are the very focus of our
strategy right now. | mean tax privileges, special quotas for demand from the
budget and government-affiliated companies budgets also. And deregulation of

that sphere also. We will introduce special immunities for the SMEs by the



antimonopoly procedures. It can also help in that very direction. We still believe

in the market and we are trying to support the market fundamentals.

Ox. Katmop:

OK. | just want to let our audience know that we are live on CNBC globally at this
point, and we will be dipping in and out of the panel discussion throughout CNBC
programming. So, a warm welcome wherever you are tuning into. We are in
St. Petersburg at the International Economic Forum, and we are talking about the
new model for the Russian economy from hereon in. You, Mr. Ulyukaev, | think,
came out very quickly after the Central Bank this week cut interest rates and you
said 'great but not enough'. And the one thing an efficient economy working on a
capitalist model needs is — if you believe in the market — it needs that lifeblood of
cash liquidity, capital.

Mr. Siluanov, if | can come to you, where do you stand on the debate that is
currently taking place here between Governor Nabiullina who says 'inflation is the
problem’, and keeps interest rates at 11.5%, or Mr. Ulyukaev, who says 'we can
come down faster', even the bank's own forecast says we are going to get to low
single-digit numbers in inflation by 2017. Isn't it time we saw either the Central
Bank or you with your own budget make more capital available for the Russian

economy?

A. CunyaHosB:

A ©yny roBopuTb MNO-PYCCKN.

A cornaceH ¢ MHeHneM Anekcest U1 ANbBUPbLI O TOM, YTO K Hayany crnegyroLlero
rooa Mbl MOXEM WMETb OAHO3Ha4yHble TeMnbl pocTa WHNAUMN. Ham
HeobOxooMMO caenaTb OnpedeneHHble LarM, HanpaefeHHble Ha TO, 4TOObI
noACTPOUTL HalM OMHAHCHI MO HOBbIE YCIOBUSA, C KOTOPbIMU Mbl CTOSIKHYUCH.
B nepByto ovepeab, 3TO CHUXEHME LIeH Ha HeEdDTb U, KaK 30eCb Y>Xe roBOPUocCh,
caHkumn. C OpyroM CTOPOHbI, HOBbLIE YCIOBUSI MO3UTUBHO CKa3blBaAlOTCA Ha
Hawen OKOHOMMKe. PaHbWwe Yy Hac NpenMywecTBEHHO pa3BMBanunCb

HedTeqoObIBaOWass W rasogobbiBatollas OTpacnv, OPUEHTUPOBAHHbIE Ha



akcnopT. Tenepb nosiBMNacb BO3MOXHOCTb pasBuBaTb Apyrne oTpacnm u
3aHUMaTb HULLW, paHee NpuHaanexawme MMNOPTHLIM NPOU3BOAUTENSAM.

Ham Henb3s yBenuumnBaTb pacxobl BCren 3a MHnsuUnen, nHaye mMbl NOBTOPUM
owmnbKky ApyrMx CTpaH, KOoTopble WKW N0 3TOMy MNyTM WM nuwanu cebsa
BO3MOXHOCTU 3KOHOMWYECKOro poCcTa, cuuTas, 4YTo BcCneg 3a WHdnauuen
Heobxogmmo 6e3 KoHua yBenuuneaTb pacxoabl U dMHAHCMPOBaAHUE CoLManbHbIX
obsaszatenbctB. Mbl HEe MoOXemM cebe MNOo3BONMUTbL TPaTUTb CTONbKO, CKOJSIbKO
Tpatunn npu ueHe 100 ponnapoB 3a 6appenb. Boobuwe, Hawa owwunbka
3akno4vanacb B TOM, YTO Mbl TpaTUnn, akTUYECKU, BCE A0XOAbl, KOTOPbIE HaM
npuHocuna Ttoprosns HedTblo. U cenyac Mbl nmeem Ty cucteMy (OMHAHCOB,
KOTOPYD M JOSKHbI 6bin. Heobxogmmo 6bi10 npoBoauTb Gomee XecTkyto
bropkeTHyt0 nonutuky. Cenyac, 4Tobbl COKPaTUTb WMHQMAUMIO, HaM HYXXHO
npuBecTn GLOoXXeT B COOTBETCTBUE C BO3MOXXHOCTSIMU 3KOHOMUKW. [lepBbin Liar
Mbl CAeNann yxxe B 9TOM rogy — €ro pesysfibTaToOM CTano CHUXeHUe MHGNSaunn.
MocnegHne Hegenu NHNAUUS COCTaBNAET MEHbLUE OOHOMN OECATOW MPOLEHTA.
Mbl cuMTaem, 4YTO OO0 KOHUA roga MWHMNAUMS MOXET AOCTUYb OKOMO ABYX
NPOLEHTOB, U 3TO MOCMYXWUT OCHOBaHWEM AN CHUWXEHUS CTaBOK B 9KOHOMWUKE,
4yTO cAenaeT BO3MOXHOM [OOCTYNHOCTb KpeguTta. Cendac 3TO KpavHe
HeobXoQMMO, MOTOMY 4YTO Yy Hac B [OaHHbIA MOMEHT €CTb MNPEeMMYLLECTBO
obecueHnBaHua pybnsi: nocrne TOoro, Kak Hawu M3OEepXKW COKpaTUUCb, Tpya
cTan gewesne, a 9KOHOMUKa — npuBreKkaTenbHeEN.

KoHeuHo, Ham, B nepByto ovepenb, HeobXxoanMbl BHYTPEHHME pecypcbl. MHormne
BHELLUHWE pecypcbl ANsl Hac 3akpbiTbl, @ YTOObl UMETb BHYTPEHHUE MCTOYHUKM,
HaM HY>XHbl OELUEBble KpeauTbl, COOCTBEHHbLIN HAKOPHbLIA WMHBECTOP — 3TO,
npexage BCEero, HerocygapCTBEHHbIA MEHCUOHHbIN (PoHA. 3anyck NEeHCMOHHON
CUCTEMbl — 3TO CO3JaHWEe HOBbIX MHCTPYMEHTapueB AN NpuBie4YEeHUs HOBbIX
pecypcoB. A xo4y ckasaTtb, YTO, UCXOASA U3 CUTYyaUUN Ha BHYTPEHHEM PbIHKE, Mbl
Ha TroCygapCTBEHHOM YPOBHE BbiNyckaem obnuraumm, npuBsi3aHHble K
MHNAUMK, — obnurauumn ¢ nnaesaroLwmnmM KynoHom. Bo BCskoM criyyae, Mbl cTanu

MHTEPECHDbI, 1 3TO NO3BOJTUT NPeanpuAaATUAM TakxKe npusriekatb peCypchbl.



Ox. Katmop:

There is a saying where | come from, that the government keeps using at the
moment. And it is — 'you repair your roof when the sun shines to prepare for the
day when it rains'. If we look at the Russian experience at the moment, what are
we going to have? Negative 3-3.5%. By anybody's imagination that sounds like a
rainy day. You have one of the lowest debt to GDP ratios of economies around
the world. You have some flexibility, even though | understand the current
government deficit may be running away a little bit. You have gone back to the
bond market, you have issues twos and fives; the market has taken them; there
is a desperate need for yield in the rest of the world, given how low American and
European interest rates are. Russia could step in and provide some of that
paper, either through Eurobond issuance or just providing your own rouble
denominated debt, now we have stability. Some of that money you could use to
help with the restructuring of the economy, improve the capital stock, sell the
state-owned enterprises that are inefficient and not performing. What about doing
that? What about going out with the new Eurobond, perhaps raising more capital,
or even change Ms Nabiullina's remit at the Central Bank, so that she can pursue

growth and perhaps even some form of QE?

A. CunyaHosB:

KoHeuHo, Mbl Byaem npuBnekatb KanuTanbl, B NEPBYO o4epeab Ha BHYTPEHHEM
pblHKe. Mbl cTaBuMm nepen cobon 3agadvy cokpalwleHuss gedouvumta OrogxkeTa,
KOTOPbIN, Kak Mbl OXugaem, B 3TOM rogy coctasuTt nopsigka 3% BBI1, 4Ttobbl Kk
2017 rogy npakTuyeckn obecnevntb ero oTCyTCTBUE.

HecMoTpsi Ha HM3KKI YPOBEHb fonra no oTHoweHuto Kk BBI1, Mbl He cobupaemcs
[ocTuratb pesynbTaToB HalIMX €BPOMNENCKUX KOmSer, KoTopble He 3HalT, YTO C
3TUM Jonrom cenyac genatb. Ona Poccun aTtoT gonr BygeTt ropasgo gOpoxe u
HaMHOro obpemeHuTenbHee. [1odTOMYy cenyac Mbl BbIMYCKAEM HOBblE
WHTEepeCHble Bymarn M BUMAWM CrPOC HA HUX. ITO OYEHb HEMMOXO, C TOYKU
3peHNa 3aMHTEPECOBAHHOCTU MHBECTOPOB B Yy4acTuM B (PMHAHCOBOM pPbIHKE.
Bbinyck HOBbIX Bymar, NpuBA3aHHbIX K MHANAUMK, — 3TO Haw message O TOM,

4YTO Mbl 6yp,eM aenatb Bce, YToObl cHMKaTh ee. Mbil 6yp,eM M Oarnblle BbIMyCKaTb



WHTEpeCHbIe AN pblHka bymarn. A yBepeH, 4to ByayT NpuxoauTb MHBECTOPbI, B
TOM 4uUCfe WHOCTPaHHble, 4YTO BCcrneg 3a crabunusaumen UHaAHCOB
BO30OHOBUTCA 3KOHOMMYecKUn pocT. lNMpaBaa, paHblle BCO PEHTY OT 3KcrnopTta
HaLlLUMX pPecypcoB Mbl HanpaeBnanNu Ha noTpebrneHne, cenvyac HEBO3MOXHO pacTu
Mo Takom cXxeMe — HaM, B NePBYHO ovepedb, HYXXHbl MHBECTUUNN. A cuMTalo, YTo
3a (puHaHCOBBIMM WHBECTMUMAMU nNpuayT npsamble. Cenyac rnaBHoe —
nogoxaatb, MoXeT ObITb, nonroga-rog. CtabununsanpyoTcs (OUHaAHCbI, 328 HUMMU
HacTynuT cTabunmsauus SKOHOMUKW. Mbl OencTByeM WMEHHO MO  TaKkomy

CLeHapuio, U UIMEHHO Takue 3aJa4vu cTaBum nepes coGoi.

Ox. Katmop:

Mr. Kudrin, as a former Finance Minister | welcome your response to what you
have heard from the gentlemen who are currently in government. | think you
have a certain amount of flexibility about what you can say, but maybe they are
not allowed at this point. And as you address that, maybe | could also ask you —
what happened to your 2010 privatization programme? | was expecting to see
Rostelekom or Rosneft, or Aeroflot in private hands by now. But that has not

happened.

A. KyapwH:

Bo-nepsbIx, aTOro He npowusowno. LdencteutensHo, Poccna ctout Ha nopore
Cepbe3Horo atana — nepexoga K HOBOW MOEernv SKOHOMWKW, HEe3aBUCUMOW OT
HedTn. YT06LI NogaepXaTb MHBECTULUK, YTOBbI NOAHATE 9KOHOMUYECKUI POCT,
HaM HY>XHbl CTPYKTYpPHble pedopMsbl. Bbl cnpalwimeaeTe, rae B3ATb pecypcbl. Mol
Xoem aeHbrm nubo wm3 LeHTtpanbHoro 6aHka, nunbo u3 doHga, nnbo oT
WHOCTPaHHbLIX WHBECTOPOB. [NaBHble pecypcbl (OPMUPYIOTCA 3a CYeT
cbepeXxXeHnn B 3TOM CEKTOpe 9KOHOMWKMU, KOTOPbIE HYXXHO MOAHWMAaTb, — 3TO
AOIMKHO 6bIThb BbIFOAHO BCEM. PecypcCbl AOMKHbI ObiTb B COXPAHHOCTU, KOr4a OHM
HaXoOsATCA B 3KOHOMMKE. OTO O3Ha4yaeT, 4YTO BCe CTaBKM [OOSKHbl ObiTb
NONOXWUTENbHLIMU — C 3TUM Hado paboTaTtb; HYXHO, YTOOblI MHGNAUMA Obina
HU3Kasi, 4Tobbl BLIFOOHO ObINO cOeperaTb AeHbrM. OTO [NaBHbIA pecypc.

MHOCTpaHHbIe WHBECTULUNM coCcTaBnawT rae-to 15% oT Bcex MHBECTUUUnM B



OCHOBHble dooHAbl. KcTtatn, B Kntae noxoxasa cutyaumns. C aTMMu MHBECTULNAMU
NpUXoaaT M Nyywune TEXHOMNOrMuM, HO BCE paBHO 0asa opMUpyeTcsi BHYTPU
CTpaHbl. Bonpoc: 4TO elwe HyXHO caenaTtb, 4YToObl 3TN cbepexeHus
dopmupoBanucb? YTo HYXHO cagenatb, 4YTOObl OHM HaNpaeBnsAUCb Ha
MHBECTULUMUKN? [TOTOMY YTO Yy Hac B HAaCTOALMIN MOMEHT hopMmMpyeTcs okono 27%
cbepexeHnn ot BBI1, a camu HakonneHusi, MHBECTULMN, COCTABNSAKT TOSNbKO
okono 17—18%. 3ToO pasHMua He HaxoauT MPUMEHEHUSA B CTpaHe U YaCTUYHO
yxoauT B OTTOK. Takmm o6pas3om, y Hac €eCTb pPecypCbl, HO OHU He
MHBeCTUpyroTCs B Poccuio. N cHoBa HYXHbl CTPYKTYPHble pedopMbl, KOTOpblEe
CHUMYT Harpysky Ha GusHec n packpenocTsT ero.

BosBpalyatock K nporpamme npmBaTtusauumn: npesanmpoBaHmne rocygapCTBEHHbIX
KOMNaHMA — 3TO rNaBHas  OUCMPOMNOPLUS  POCCUMCKON  IKOHOMMUKN.
[locynapCTBEHHbIE KOMMaHUM MeHee OS(PIEKTUBHLI: OHW BHeOApPSAT MeHbLUe
TEXHOMOMMN, ABNAITCA MEHee MPOo3padyHbIMU U YMEHbLLAOT KOHKYPEHLMD. ITO
aBndeTca OAHUM U3 TOPMO30B [JdalibHENWMX WHBECTUUMA B POCCUNCKYHO
9KOHOMUKY. [loaToMy pasBuUTME KOHKypeHuun TpebyeT OOnOnHUTENbHOM
npueatnsaumn. K coxaneHuto, 1 He MOry ckasaTb, YTO SABMISIFOCb aBTOPOM TOW
nporpamMmmbl npuBaTtusaumm, kotopas 6bina B 2010—2011 rogax: oHa 6bina
OKOH4YaTenbHO ogobpeHa, koraa NpaBUTENLCTBO Ceno B cBou Kpecna B 2011
rogy. Ipu MHe OHa elle yTBepXaarnacb, HO, Korga 4 ywen mM3 npaBuTenbCTBa,
OHa Oblla OTMEHeHa Mo pasHbiM NpUYMHaAM — WU NOJSIUTUYECKUM, U
9KOHOMMYECKMM, W CBS3@HHbIM C KOHBIOHKTYPOW. JOTO Xapakrepusyet
HEroTOBHOCTb  HbIHELIHEro pPyKOBOACTBaA CTpaHbl WUATU Ha Cepbes3Hoe
YMEHbLLUEHME rocyaapCTBEHHOIO CekTopa.

KpomMe aToro KpynHoro CTpykTYPHOro U3MeHEHMUs1 Mbl AOSKHbI BUOETb CEPbE3HbLIN
BbI30B (pyHOAMEHTarlbHOro xapakrepa, KoTopbli co3gaeT gemorpadusa Poccun.
34ecb urpatT CBOK POSib CIIOXKHOCTU MEHCUMOHHOW CUCTEMbl M pblHKa Tpyaa,
KOTOpble TakKXe CYLLEeCTBEHHO 3aMensalT 3KOHOMUYeCcKUn pocT. [danblwe naet
npobrnema obs3aTenbLCTB rocygapcTea, NNOXon CTPYKTYpbl 6logxkeTa, roe Mano
cpeacTB TpatUTCs Ha WMH@pacTpykTypy. Kpome TOro, cyuwectsyeT npobnema

B3aMMOOTHOLLUEHUS LIeHTpa W pervoHoB. fA Obl ckasan, 4To CEerogHs y Hac



PernoHbl OBGECKPOBIEHbI: Y HUX HEAOCTAaTOMHO PEecypcoB, OHM NPaKTUYECKU
npekpaTunn NHBeECTUPOBATh.

Boobuie, npobnema OOKETHOW CUCTEMbl 3akm4vaeTcs B TOM, 4TO nepen
Kpu3ncom Bce HedTsHble Aoxoabl TpaTunucb. W nonyymnochb Tak, YTo, Korga
KPU3NC Ha4vancs, Y Hac He OCTanocb BO3MOXHOCTEN AN KOHTPLMKIUYECKOro
maHeBpa. OkasblBaeTcsl, Tenepb MNPaBUTENbCTBO HE MMEET BO3MOXHOCTU
yBENUYUTb (DMHAHCUPOBaHME, YTODObl NPOCTUMYNMPOBATbL SKOHOMUYECKUIA POCT,
TO €CTb, «BO BpeMsi AOXAOS MNOAHATb 30HTMK». [lonyyaeTcs, 4YTO HYXHO
COKpalllaTb 3aKOHbl, YTO NPaBUTENbCTBO BbIHY)XXAEHO AEWCTBOBATb LIMKITNYECKM,
TEM CaMbIM YCUNMBasi 3IEMEHTbI KpU3uca.

A Hasean Tonbko 4YacTb Mpobrnem, KoTopble ceroaHsi TPebyloT pelueHus Ans
TOro, 4Tobbl pOCCUIACKME CpeacTBa MHBECTMpOBanMch B Poccuio, a He yxoaunu B

OTTOK.

Ox. Katmop:

Just a very brief answer if | might ask. Given what you have said about the
privatization programme and given what Mr. Ulyukaev has said, — Russia is
committed to a market economy. Do you see the growing sense of state taking
back parts of the economy, or indeed not pursuing those privatization
programmes as temporary whilst we are in a period of crisis, or is this a
wholesale rewinding back to a period prior to the growth years of 2007-20107?
How do you analyse this? Do you think the government still believes in the

market from what it does?

A. KyapwuH:

Het, a cuntato, yto lNpaButensctBo u lNpe3naeHT npuBepxeHbl pedopmam, To
€CTb PbIHOYHOWN JKOHOMMKE. S He BMXKY KaKOW-TO chneunanbHOW NUHUW Ons
BO3BpaALLEHUs rocyJapCTBEHHOW OSKOHOMUKW, HO C [OPYroh CTOPOHbI, He
npoucxoamt u obpaTtHoro — npuBaTu3aumn. bbinn oTaenbHble UCTopUM,
CBSI3aHHblE C TeM, YTO «PocHedTb» NoKynana KpynHble akTuBbl. [lencTBUTENLHO,
yacTb «Poctenekoma» B CBOoe Bpemsi Oblfia BblKynsieHa rocygapCtBOM —

«BHelwwakoHoMGaHKkoM». A Gbl paccMaTpuBan 370 Kak OTAErNbHble NPOeKTbl — Y



Kaxgoro ectb cBos noruka. Kak wmsBecTtHo, «PocTtenekom» HeOoCTaTOYHO
3PPEKTUBHO pasBuBarncs B MNpexHeM BapuaHTe. 34eCb, KOHEYHO, BO3MOXHbI
ANCKYyCCUKM, HO, TEM HE MEHee, s cuyuTar, YTO rocyaapcTBo He cobupaetcsa
HaUMOHaNM3npoBaTb NPeanpuATUs, U S HE BMXKY, YTO 30eCb COBEPLUEH KAKOWN-TO

pasBopOT.

Ox. Katmop:

Very briefly.

A. YniokaeB:

Coming back to this slowdown of privatization, for me it is easy — nothing
personal, just business. You cannot easily buy your ownership in the declining
market. Look, by the period of Sberbank's SPO, it cost 110 and now it is 75. By
the SPO of VTB, it cost 13.6 and now it is 8. We could be crazy to sell these

assets in that market with no fair price.

Ix. Katmop:

The experience in the UK has been at times, and in fact always, ‘the asset has
been sold below market value’, because you needed to sell the asset, so you
have to make it attractive. In the markets you have a saying 'some for you, some
for me — that is how we get a deal'. And in the UK experience sometimes they
have sold assets below value. But what they have ended up with is more efficient
companies that have been less of a drag on the government in the long run, and
ultimately have paid higher taxes back because profits have improved, and
employees have been taken on. If the government wanted to, it could sell at a

loss, but it would gain the fruits of pushing that business into the private sector.

A. Ynrokaes:
Excuse me, we are probably talking about different Britains, because | know the
other British experience. In 2008, they bought below market, and now they sell

much higher, they make money. They are clever.



Ox. Katmop:

You talk about RBS and the experience of Lloyds, but, | mean, | am not a
representative of the British government, but what | will say, in the circumstances
what they did is they followed the advice that has been handed down through the
centuries from central bankers way back to the beginning, is that at times of a
liquidity crisis you take action, and you act quickly and you act decisively, and

right now the British economy does not look so bad. Does it?

A. YniokaeB:

Very good, very good.

Ox. Katmop:

But anyway, let us not go down that avenue because we are here to talk about
Russia. So let me come to Mr. Makarov. And | wanted just to come to you on the
point that | made at the beginning, where | had this conversation with Boris Titov,
and he was saying that entrepreneurs are unhappy, they feel the costs are going
up, taxes are going up, they are getting pressure around quotas and so on. |
wonder if you could just address that for us. Talk about the direction that
hopefully Russia can go in the way business people feel they do not have to wait
so long through the year, before they start paying themselves for their own hard

work.

A. Makapos:

BHavane 4 6bl BCE-TakM BEPHYNCH K TOMY, C Yero Hayasn rocrnoauH Yrnwkaes,
Korga BCMNOMHUI 3HAa4YeHNE KNTAaMCKoro nepornuda «kpusme». Kctatn, HacKomnbKo
s1 NOMHIO, NEPBLIM 3TO 3HaYeHMe 3ameTun npe3maeHT KeHHeam BO BpeMS CBOEN
npeaBbIbOpHON KamnaHuu. [anblle HavyMHaKTCs Pa3HOYTEHUNA: KTO-TO XO4veT
BUOETb OAHY CTOPOHY — Yrpo3bl, a KTO-TO BMAWUT OOnblUME BO3MOXHOCTW.
HaBepHoe, 3TO 3aBUCUT OT TOYKU 3PEHNA N OT XXEeNaHUsl OCBETUTb 3Ty npobnemy.
Bo-BTOpbIX, Bbl roBopute 0 npobnemax GusHeca, n OHKU, 6e3yCnoBHO, €CTb, HO
AaBanTe npeacTaBuM, YTO Bbl CKasanu Obl HA 3Ty Xe TEMY, CKaXXeM, OeCATb neT

Hasad. 3gechk cuaaT GU3HEeCMeHbl, KOoTopble, Kak 8 Aymato, MoryT NoAaTBepauTb



MOW CcrnoBa: Bbl YycribillanyM Obl O COBEPLUEHHO ApPYrMx Bomnpocax. S HarnoMHI:
NecATb neT Hasan Ou3HecMeHbl CuYMTanyM  HarmnoroByk Cryxby camoM
KOPPYMUMOHHOW, OHa BXoAuna B TPOMKY CaMblX  KOPPYMUMOHHbIX
rocyaapCTBeHHbIX opraHoB (Mo onpocam Gu3Heca), a cerogHs oHa He BXoauT
Aaxe B [OBaguaTky KOpPYNUMOHHbIX opraHoB. [Moyemy? HamnoroBbili Kogekc,
o6LLaa YacTb, KoTopas 3akpenuna NPUHLINMBI, KOTOPbIX HET HUIAE B MUPE, B TOM

yucne B BenukobputaHuw.

Ox. Katmop:

Do you want to name the other twenty?

A. Makapos:

A ©Oowcb, 39TO 3aMMEeT 04YeHb MHOro BpeMeHn. M gymato, 39T0 He camoe
WHTepecHoe Ona Hawwux 3putenen B BenukobputanHun. Ha camom pene, aTa
MHdOpMaLMs eCTb B OTKPLITOM AOCTYNe, 1 Bbl HANOQeTe ee n 6e3 Moen NOMOLLUN.
Mbl 3akpenunn nNpuUHUMN NPEe3yMnuMm HEBUHOBHOCTU HanoronnatenbLimka,
COrnacHo KOTopoMy Opems [OKasblBaHUA NEXUT Ha HANoOroBOM opraHe, a He Ha
HanoronnaTtenblimnke. JTOro HeT Hurae B Mupe. Mbl cos3gann  cuctemy
aAMUHUCTPUPOBAHUS, KOTOpasi nponucaHa B 3akKoHe, 4YToObl MakcMmarnbHO
OrpaHn4nTb BO3MOXHOCTU aAMUHUCTPATMBHOIO BIIMSIHUA, UMbl NOMAYYUNK
HeobXxoaAnMbIN pe3ynbTar.

Tenepb s Xo4y BEPHYTLCSA K Npobreme, 0 KOToOpon Bbl roBopuTe. KoHeYHOo, Mbl 3a
npuBaTU3aumio, HO Henb3sa LOMNYyCTUTb, YTOOLI MOBTOPUIIOCHL TO, YTO paHee
npoucxoauno B Hawen cTpaHe: npuBaTuM3vMpoBanacb npubbinb, a
HauMoHanMaMpoBanucb YObITKM. Bbl HasBann KoMMaHWIO «A3podroTy»: 3TO
NpnbbiNbHasa, BENUKOMENHO pa3BMBaAlOLWAACSA KOMMNAHUA — s Aymalo, OHa ofHa
N3 Nydwmnx aBMakommnaHmm B mmpe. MoxeT ObiTb, BCe-Takm CTOUT 3aHMMaTbCS
npuBaTu3aumen Toro, YTo JacT yryyleHus, a He NnpodaBaTb Ha cnaje pblHKa To,
4YTO M TaK AOPOro CTouT. A NpOCTO 3aaako BOMpOC.

Cneayowmnmn BaxHbln Bonpoc. Mbl rOBOPUM O TOM, YTO HY>KHO CAeNnaTb BO BPEMS
crnaga WHBECTULMOHHOro umkna B Poccun. PeuenT um3BecteH — 6rogKeTHOE

cTumyrimnpoBaHue. Ho Ooa4HOBpPEMEHHO Mbl UCTbITbiIBaeM BHELLHUE MNOTPACEHUA. n



B TakOW cuUTyauum HyxHa 6wooKeTHas KoHconupauusi, a 9T0 ABWKEHue B
NPOTMBOMOMOXHOM HanpasneHun. MoxeT ObiTb, TOrga BEepHEMCS K BOMpocam,
KOTOpble Mbl MOXEM pellaTb Ans 3KOHOMUKK cenvac, a He byaem meTtatbes u3
CTOPOHbI B CTOPOHY?

N nocnegHee, npenenbHO KopoTkoe 3amMevaHue. A 6bl xoTen obpatuTb
BHMMaHMe Ha TO O06CTOATENbCTBO, YTO Mbl MNOYEMY-TO aHanusnpyem
9KOHOMMYECKY0 cuTyauuto B Poccum n mupa Tak, 6yato Mbl HaxogMmcsa B
nabopaTtopun, M y Hac HeT cTa NATMAECATU MUMMMOHOB rpaxaaH, nepen
KOTOPbIMU roCyaapcTBO HeceT obsa3aTenbCcTBa. [[NaBHOM rapaHTUEN YCrNeLHOCTH
nobbIX pedopM SABMAKSETCSA TO, YTO B HUX BEPAT Nt0AM, NOITOMY HENb3s OTAENATb
pedopMbl OT pearnbHOW XU3HW, NpaBuTenbcTBa U [NapnameHTa. [NMaBHoe, 4TO
Mbl cOenanM Ha CerogHAWwHWA [eHb, — 9TO0 TO, YTO [AeATenbHOCTb
MpaBuTenbcTBa noctaBreHa nog KoHTposnb [lapnameHta. B AHrnum atoro go
cux nop Het, Ho [MapnameHT B Poccum coctosancs, M 3To 3anor Toro, 4To

pedopma y Hac ByaeT npoBeaeHa yCneLlHo.

Dx. Katmop:

It is always good to have a system of checks and balances in place, Mr.
Makarov. Thank you very much indeed for that. And your words are well taken. |
do not think anybody sits here in judgment. There are different models, and the
question is which model you want to embrace going forward. And let me then
bring this conversation to our business community. And welcome back, CNBC
audience, for joining us. Wherever you are in the world, thank you for being with
us here in St. Petersburg.

Oleg Deripaska, let me come to you. | want to pick up on some of the points that
were made here, but | also want to ask you how much easier or more difficult has
doing business become in Russia over the last two years. Are you glass half-full
or glass half-empty when it comes to the outlook 12—-24 months from here for
both domestic Russian businesses and foreign businesses that are based here,

or want to work here?



O. Odepunacka:

It is not a simple answer, because there is some area where we can see
tremendous progress, as Mr. Makarov said, in taxation. There are some areas
where we feel a lot of new problems were exposed. But | would say that the
markets in Russia at this moment are looking for new equilibrium points. We can
talk about agriculture, land, property, commodity. And | think it is all caused by
this shock after the sanctions. And | would not even call it a crisis. | think Russia
is in transition, even after 3—4 years it would be impossible for Russia to go back
to the old shoes, and we should not. It is clear. And first of all, of course, it is
important to find a political resolution. There is a major shock for the markets —
the dispute with the West and the Ukrainian crisis. And secondly, it is important
to define what our new model will be, not just for the growth, but also with
regards to how we promote market economy. And what we can see now, it is
very important and interesting debate, the only problem is that it is mostly for the
outside — in Russia we cannot see such a debate exactly at this point. In my
view, it is not measures yet, it is not action yet — it is a debate in terms of testing
the water. And it may show us a good direction in which we should go. And
maybe it is good that we do not spoil all resources, we do not immediately deploy
all the funds that we have. We need to define and as | said, it is important to find
a political resolution, because otherwise money could be spent for nothing and
there could be a new wave of sanctions which will create new challenges. And as
| said, it is a transition, we should definitely forget about the state capitalism, we
should see a smaller role of the government, and as a measure, the government
must sell. You know, there are so many assets that they do not need, there are
so many assets locked in state companies that could be offloaded and that would
create new opportunities for small and medium-sized businesses, for the big
business, for foreign investment. We need to do something with the land. There
IS a nice picture about the Russian land, but you could not access this land;
buying land is quite a complicated process actually, to put it either in
development or agriculture. And the government has a lot of rights that they
could easily cut. And | do not agree that we should not sell now, we can hold

another ten years, life could not wait. And this is a new reality, you know. There



is a price that the market can justify and we should go forward, there are a few
issues with anti-trust, it should be corrected, and the key point for the
development, of course, is the reform of the legal system and we need to check
again how efficient our processes are, because some results are scary and they
create major problems for investors to define. But as | said, we are not in a crisis
literally, we are in transition. And this transition may take another couple of years.

And it is most important to find a political resolution.

Ox. Katmop:

Let me just run along the panel here. Kirill, if you do not mind, | am just going to
leapfrog you for a moment, because | think coming off the back of what you have
just said, Mikhail Shamolin, | want to pick up with you. We had a conversation
earlier in the week where we talked a little bit about Bashneft. And whilst there
may be good legal reasons for what happened, the perception externally was
that this was the Russian government overextending its authority to take back a
private asset. And | think the bit that was initially quite difficult for outside
observers to understand, was why the chairman of the company had to be put
under immediate house-arrest, because that added a certain threat to the whole
story.

| know that this is an uncomfortable area, but if | could just ask you, have western
observers misunderstood what happened in this case, or should we be
concerned that there are political forces still at work that are determining

business outcomes?

M. LLlamonuH:

Mbl He genaem HUKakKoW MOSINTUYECKOW UCTOPUM U3 TOro, YTO npowmsowno. A
MOy BaM cCKasaTb, YTO Hawla KOMMaHuUsA MWHBecTUpoBana B 17 pasnuyHbIX
oTpacnemn, u Ha CerogHsAWHnM aeHb B Poccnn mbl 3apabartbiBaemM geHbrn B 16-tn
n3 HMX. EQnHCTBEHHaa oTpacnb, rae Mbl B MUHYyCe, — 3TO BaHKOBCKas oTpacsib.
[a, B aTon cdepe yuctada npmbbinb no utoram 2014 roga otpuuyatensHada. Bo
BCEX OCTallbHbIX CerMeHTax — OT MOOWUNbHOW TenegoHMM [0 YaCTHOro

34paBOOXPaHEHUS], CEMNbCKOro X0351MCTBa U N1eConpPOMBbILLIIEHHOrO KoMnrekca —



Mbl 3apabaTtbiBaeM eHbrn. [103TOMYy MpayHas KapTuUHa, KOTOPYK YacTo PUCYIOT,
roBOpss O POCCUMMNCKON SKOHOMUKE, MO KparHe Mepe, C Hallel TOYKU 3PEHUs!, He
COOTBETCTBYET [OenCTBUTeNnbHOCTU. B Poccun ecTb BO3MOXHOCTW pasBUTUS,
34ecb MOXHO 3apabaTbiBaTb [eHbrM, U 4acTHbI BM3HeC npoJornkaeT pacTw,
perynatopuka ynydywaetcsa. U Mmbl kak wmHBectop pabotaem B Poccum wu
HamepeHbl 30ecb ocTaBaTbCd. Mbl BUAMM nepcrnekTusbl U paboTaeM HopMaribHO.
Tema, KOTOpPYIO CTOUT MOLHATb M KOTOpas MHE NpeAcTaBrisieTCA BaXHOW, 3TO
NPOU3BOANTENbHOCTL Tpyda M CTPYKTypa 3aHATOCTU HaceneHus. Bonpoc Ha
NepBOM MfaHe — 3TO KONMYECTBO paboTalolmx, NPOM3BOASLLMX MPOAYKUMIO C
nobaBneHHon cToMmocTblo. o kparHen Mmepe, Mo OueHKaM Hallero KoMnsiekca
M MO CcTpaTermm Halwenh BHYTPEHHEeW aHanuTukn, ud nopagka 80 MUNMMOHOB
paboTaloLlmnx ngen B ctpaHe Tosbko 15 MUNNIMOHOB NPOMN3BOLST NPOAYKLMIO C
nobaBneHHon CTouMMOCTbl. Bce ocTanbHble 3aHATbI B CeKTopax W Ha
npeanpuaTtnax, KoTtopble [[O6aBNEHHYD CTOMMOCTb He Mpom3BOAAT. JTO
B6onblias npobnema, NOTOMY UYTO MeHbLUAsA YacTb pabOTHUKOB KOPMUT OONbLLIYHO
4yacTb, a Takke NeHCMOHepPOoB, AeTen 1 Tak aanee. KOHeYHO, 3TO ObIfI0 BO3MOXHO
B CUTyauun, Korgaa Mbl nony4anun ONOMHUTENbHbIE A0XOAbl OT BbICOKOW LIEHbI HA
HepTb. 3Ta cuTyauma Morfna cywecTtBoBaTb [OMro, HO celdac OHa,
ecTtecTBeHHO, 6yadeT cCxoAuTb Ha HeT, NOTOMYy 4TO [And TOro, YToObI
nogaepXxmBatb MUPOBYID KOHKYPEHTOCNOCOOHOCTb M MPOM3BOAUTL TOBapbl,
NMOMUMO CbIpbeBbIX, KOTOPblIE MOrMK Obl NpoAaBaTbCA Ha 3apyOeXHbIX pblHKaX,
HY>KHO MOBbILATbL NPOU3BOAUTENBHOCTL TPyAa M LieneHanpaBneHHO YMeHbLlaTb
Konn4ecTBo pabounx MecT, KOTopble He co3fatoT AobaBNeHHOM CTOMMOCTMW.

A mory npuBecTtn BecymcrieHHoe KOnM4ecTBO NPUMEPOB MHOCTPaHHbLIX KOMMAHWUI
— KWUTaNCKUX, KOPEWCKUX — rae nioan paboTtatoT ¢ ropa3go 6onee BbICOKOWM
WHTEHCMBHOCTbLIO, YeM B Hawwmx KomnaHuax. KomnaHua Samsung, Hanpumep.
Ectb n gpyrme pupMbl, O KOTOPbIX Mbl elle NATb-CEMb NeT Ha3ag HUYero He
Cnbllanu n KoTopble NpeBpaTUNCL B OrPOMHbIE KOMMAHUKU. 3TO MPOU3OLLSIO
BGnarogapsa BbICOKOW MPOM3BOAMTENBHOCTU Tpyda, a Takke 3PdeKTUBHOCTH
AAaBMNEeHUs pPbIHKOB Tpyda Ha pabOTHMKOB C TeM, YTOObI OHWM MPOU3BOAUNU

KayeCTBEHHbIN NPOAYKT.



Y Hac OOMMKHO MPOU3ONTM TO XE CaMoe — HUKAKMX APYrnx nyTen TyT HeT.
[omkHO nosaABUTLCA AOaBneHne Ha paboTHUMKOB C TeM, 4TOObl MOAHATHL
npounssBoanTenbHOCTb Tpyda. Koraa Mbl nbliTaemcs co3gaBaTbh YCroBuUs, Npu
KOTOPbIX NOAN BbIHYXAeHbl paboTaTb 60nee MHTEHCMBHO, OHWN YXOOAT N HaxoaaT
cebe paboume mecTta Ha Opyrux NpeanpusaTusx, B Apyrux oTpacnsax — 3a Takyro
Xe 3apnnaty. [loaToMy Ham He yaaeTcs NoAHATb NPOM3BOAUTENBHOCTL Tpyaa, U
9TO sBNSETCS, HA MOW B3rnsag, odeHb 0oMbLwon npobnemon.

Uto kacaetca Bonpoca npuBaTM3auuKn, Mbl, KOHEYHO, XoTenun 6bl, 4TOoObl B
CTpaHe nosiBnsnocb 6onble BO3MOXHOCTEW AN WHBECTUPOBaHMs, Gonblue
KOMMaHMN, KOTOPblE MOXHO ObIfo 6bl KYyNTb U NOBLICUTE B HUX 3 EKTUBHOCTb
npounssoacTea. Mbl yyacTBoBanu B psiae TPaaULMOHHbBIX KOHKYPCOB, YacTb W3
HMX  BbiurpbiBann. Mbl  nMMeeM  ONbIT  MOBbLIWEHUS  SKOHOMWYECKOW
apPeKTUBHOCTU. ECnn e BEpPHYTLCA K AUCKYCCUM O TOM, NpoJaBaTb UMK HeT,
Mo Kakou LueHe npoaasBaTb, Korga HacTynaeT npaBusibHbIN MOMEHT BpeMeHU Ans
npogaxu, To y MeHsa dumnocodckas no3nums: 9 NoHMMato, YTo cTpaTermyeckmne
oTpacnu A0KHbl NpUHaanexartb rocyaapctBy. VIX HeNb3a nepefatb B YacTHbIE
PpyKku, npexge Bcero, n3 coobpaxeHun BesonacHocTu. UTo KacaeTtcsa Apyrux
oTpacren, Henb3s 3abbliBaTb, YTO YyMNpaBfeHME KOMMAHUSMWU — 3TO OYEHb
TshKenasi, MHTeHcnBHasa paborta. Mbl 3Haem no cBoemMy OnbITy: AN TOro, 4YTtoobbl
ynpaBnsaTb OM3HECOM, HY>KHO TpaTUTb OFPOMHOE KONMMYECTBO BPEMEHN U YCUIUIA.
HackornbKko Hy>xHa aTa (yHKUMS ynpasreHna rocygapctsy? CTouT nu TpaTuTb Nn
Ha Hee cunbl 1 BpeMa? Ha mon B3rnsg, 310 6onbwon Bonpoc. 'ocynapcTeo
AOIMKHO MonyyaTb Hamorm OT KOMMaHuMW, KoTopasi ynpaensdeTcs Opyrumu
nogbMn. 3adem emy Opatb Ha cebs gononHuTenbHble QYHKUMKM? KoHeyHo, 4
CTOPOHHUK NpuBaTM3aumn. S 3a 1o, YTOObI OHa nNpoAorkanacb U B Maclutadbax
CTpaHbl NOMOrna peLwmnTb Npobriemy NOBbILLEHNSA NPONU3BOANTENBHOCTU Tpyaa U
npobrnemy yBenuyeHust Konndectea paboymx MecT, NPOU3BOAALLMNX MPOSYKLNIO C

BbICOKOWM J00aBTIEHHON CTOMMOCTBIO.

Ox. Katmop:
OK, I understand why you have avoided the question that | asked you, and given

me another answer. And that is fine. In the circumstances | understand the



sensitivity, but maybe we can move to the wisdom of crowds here for a moment.
And | address this question to everybody in the audience. There is with this story,
one way, | guess, of disproving the multiple conspiracy theories surrounding this
Bashneft business, and the one would be to put this business back to private
tender for somebody in the free market to buy it. Now, maybe if | could just ask
for a show of hands in the room as to who thinks this would be the appropriate
way for the Bashneft energy business to come back into private ownership, or
perhaps, your feelings are different, perhaps, you feel it should remain a state-
run entity, and ultimately remain in state hands. But if you feel that maybe a way
that the Russian government can demonstrate to the rest of the world its free
market credentials, is to do that, can | ask you to out up your hand? No one is
filming you. You will be OK. The cameras are all looking this way. OK, OK. Who
thinks it should stay in state hands? Can | ask you to put your hands up? Well,

there are either a lot of people undecided in the room...

AHnapeun MakaposB:

A gymato, 4to npobnema He B aToM. [lpobrnema B TOM, 4TO Bbl nocrtasunu
BOMpPOC, CKa3as, YTO Halle rocyaapcTBO, pellasi BOnpockl «baluHedTn», A0MMKHO
KOMY-TO 4TO-TO AoKasblBaTb. f nonaraio, 4YTO BONPOC MpuBaTM3aumm
«bawHedTN» — 3TO HE BOMNPOC AOKa3aTeNbCTBA BCEMY MUPY UIIM KOMY-TO eLle
yero 6bl TO HK ObINO, 3TO YNCTO SKOHOMUYECKMIA BONPOC, NOSTOMY, MHE KaXeTcs,
HEKOPPEKTHO NEPEHOCUTb €ro B NSIOCKOCTb A0Ka3blBaHUS MUPY MPUBEPKEHHOCTU

Poccuun npuHumnam pbIHOYHOW 3KOHOMUKN.

Ox. Katmop:

Very briefly?

A. Yniokaes:
Look, generally, oil-producing companies are very market companies. They do
not need government support, so to me, not only Bashneft but other government-

owned oil companies have to be somehow at some point sold to the market.



Ox. Katmop:
Thank you very much.

Very quickly, Mr. Kudrin?

A. KyapwuH:

A ToXe cumTato, YTO BCe HedTsHble U ra3oBble KOMMaHuUW, Kak u «lasnpom»,
paHoO wunu no3gHo OyayT noaTanHo npuBaTu3npoBaHbl. [naH npueBaTu3aumu
OOIMKEH ObITb SPKUM, U Mbl AOSDKHbI MOTU 3asaBrAeHHbIMW Temnamu. Ho cendac
CTOMMOCTb aKTMBOB OYEeHb HWU3KasdA, W UMMNOPTHbIE KOMMAHUM  UMEKT
ceepxnpudbinn. OHM HUYEro He NOTEePSANN, HaNPOTMUB, AaXKe NONyYnsIn BONbLUYH
BbIpy4Ky. Ecnn cenyac Havatb npogaBaTb rocydapCTBEHHbIE KOMMaHUU, TO UX
CKYNAT npeacTaBUTENN SKCMOPTHOMO CekTopa C XOpowunmMu (PUHaAHCOBbLIMU
pecypcamu. focyaapCTBEHHbIE KOMMAHUN BYAYT YXOOUTb K YaCTHbIM KOMMNaHUAM,
KOTOpble BO BpeEMS KpU3nca okasanucb B NMPenMyLLEeCTBEHHOM NOSTIOXKeHUU. A Obl
OYeHb OCTOPOXHO OTHOCWUIICA K nNpuBaTU3auun B AaHHbIA MOMEHT, MOTOMY YTO
970 ByaeT BOCNPUHUMATBLCS Kak HecnpaBeaiMBoCcTb. A Obl OTNOXMA 3TO 4O TOro

MOMEHTA, KOraa LeHbl akTUBOB KOMMNaHUN Ha4YHYT pacTin.

Dx. Katmop:

Sorry?

O. Oepunacka:
You were just asking when we expect the price to go up. Just make sure we

understand the timeline.

A. YniokaesB:

What about your business? Why do you not sell your business?

Ox. Katmop:

Gentlemen, let me take control once again as the chair. | would love to have this
conversation over another couple of hours, but | know that the Forum will not let
me.



Kirill, 1 want to come to you, because you are sort of gamekeeper turned
poacher, if | can use that term, because you have been in government, you
worked with the presidential office, and now ultimately you are in the capital
game, the private equity business. Have Russian assets become more or less
attractive? And what can be done by the gentlemen here to make Russia more
attractive as a destination for capital? Because the last 18 months has only seen

capital flight from this economy.

K. AHapocoB:

Let me bring a little bit of a different angle today. What is investment process? To
my mind, it is the function of four parts: the first one is investment horizon, the
second one is expected liquidity, the third one is appetite to risk, and the fourth
one is expected return. In terms of expected liquidity there are not many buyers,
so there is not much liquidity currently in the market. Investment horizons — there
is no long-term capital in the market, we do not have pension funds, we do not
have insurance companies that can commit long-term capital, so the investment
horizon is very short. | would say no more than 12 months. Expected return — it is
always the function of risks; the risks are high, and they are getting higher and
higher, because of the geopolitical situation, so the expected return will be really
high in all kinds of deals, no matter if that is public or private markets. So where
does this lead us? We are not investors any longer. All of us who used to be
called institutional investors are not doing direct investments now, we are all
dealing with special situations, we are all involved in special situations. That may
give you a nice return in the short term, but unfortunately it brings no value to our
country. We should clearly understand it. | think | cannot add much to what all of
my colleagues and friends on the panel have said about what has to be done.
The key word has already been mentioned. To my mind, the key word is
‘competition’. But there are very different ways of how to improve this

competition.

Ox. Katmop:
OK. I will take that.



K. AHgpocoB:

Sorry for being a little bit academic.

k. Katmop:

No, no, no. Absolutely! If that is the way you feel about it, then that is quite
appropriate.

Oleg, if I can come to you. We have heard a lot of comments expressed that at
times you can see there is a real debate breaking out on the panel here about
just exactly where this country is going, and whether a new model is necessary
at this point. Can | ask you just to weigh in from your perspective, and share with
us your thoughts as to one thing that could be done which would dramatically
change the perception both for Russians and for others that reform is real and we
are not just stuck in some groundhog loop where everybody keeps talking about

it but nobody actually does anything that changes it?

O. BbloruH:

Thank you. Actually it is quite a general question. | will try to answer it. From my
point of view, you are absolutely right talking about the perception. The
perception today in the Russian economy among the entrepreneurs and
companies is generally not very positive for many reasons. Of course, there is an
argument that there is some sort of difficult period of the economic development,
sanctions, lack of the access to the capital markets, change in the regime of
major economic indicators. But how do you change the perception? The most
significant step in my view, from the side of the state authorities belongs to the
understanding of the business and probably to internal decision-making, to
putting economic interests ahead of political interests. Let us look at the set of
legislations adopted by the Russian parliament, which actually damage business,
creating additional transaction costs, creating difficulties and reducing the
positive perception. Because people ask about the purposes of such decisions.
And it is just an example. Also, the mentality and the mission of the state also
should be received. Today, the mission of the state in the understanding of major

ministries, players is to control the economy, to control the companies, to control



their activity, because just to avoid cutting taxation, to protect companies against
the fire problems and so on. But in reality, a good state is mostly missioned to
create conditions and to organize and harmonize the development of the
business. | think the mentality changes, which should also be incorporated into
the government. Of course, you mentioned at the beginning that the capacity of
utilization efficiency of Russian companies is relatively lower than among the
competitors in the world. What is the reason? Lack of capital? Yes, to some
extent that is right. But look at the capital outflow. Probably, the lack of
motivation. Yes. From my point of view, in some cases the owners of Russian
companies are quite reluctant to increase efficiency. Why? Probably because
they have no strong motivation to increase the capacity of utilization. And why
does this reluctance exist? It is a very difficult question, and probably the
participants of this panel can answer it. My assumption is that actually the
problem probably is that the regulation environment is selective to some extent,
the protection of property rights are unconditional in this country. No, to some
extent we have examples that that is not right. Probably, some got the assets,
they were not responsible for creating those assets. It is also part of the problem
of motivation. And we have to analyse these problems precisely and to push
buttons in the government regulation, in the mentality, in order to change the

approach to the businesses.

Ox. Katmop:

Oleg, thank you so much. | think you really nailed some very important points

O. BbloruH:

Your question was too general, so my answer was too general too.

Ox. Katmop:

No, but listen to the tremendous response. And | think you put your finger on a lot
of important issues that do need to be addressed.

Dennis Nally, | would like to bring you in. Do you have a microphone? If we could

just give you a microphone. Dennis is the chairman of PwC International, and



has done a lot of work recently at looking at attitudes within Russian companies
and Russian businesses. Dennis, | wonder of you can just share that with us?

Are people feeling that things are getting better from here?

. Hennwu:
Sure. Just a couple of comments very briefly. We have conducted a very
extensive survey most recently, just published. | encourage you to get your

hands on it. About 3,000 people, about 240 businesses across Russia.

Ox. Katmop:

Will it be free to anybody who wants it?

. Hennu:

It is free and can be found on our website.

Very interesting observations. One is that the confidence levels of the business
community is actually higher than the confidence levels of the general public,
which was given some of the conversation that took place on this panel, is sort of
interesting. But | think it is fair to say even within the business community dealing
with a number of challenges: declining revenues, higher costs, impacts on
margins, that translates — at least the way we look at it — as a very short-term
focus in terms of what businesses really concentrated on, | think we heard that
from some of our panellists. | think the big challenge, quite frankly is how do you
start to move from a short-term to the longer term, and what can be done from a
policy standpoint to really encourage businesses to begin investing once again.
And investing differently maybe than what we have done historically — how do
you encourage smaller and medium-sized businesses to start up: less regulation,
more available financing, maybe even use some crowdsourcing capabilities to
really get additional funding for those smaller businesses. But ultimately | think
the kinds of reforms that you have been talking about, which is providing policies,
tax incentives to really encourage investment for the longer term, providing
stability in terms of regulatory reform — those are the types of things that will get

the mindset shift from the short term to the longer term that | think can ultimately



return this economy to a growth economy, which | think everyone is talking
about.

Thank you.

Ox. Katmop:

Dennis, thank you very much for the comments. Dennis has made available this
research, so you can go and find it if you choose to.

Christopher, can | bring you in? Please give us another perspective on what you
have heard here. And it seems to me there is a heartfelt commitment for
progress to move down the road, but as usual, there seem to be barriers and

speed humps.

K. NMuccapupec:

That is precisely the point. What needs to be done is to improve the business
environment, so that people are more willing to invest. Now, if you look at where
the brightest young people in the west coming out of top schools want to do —
they want to go into startups. How do you do a startup? You do it if the business
environment setting up the company is easy and quick. | mean, these are the
people coming out of business schools, economics departments, yet they do it if
they want to close down because the business is not doing well, the legal
environment should be quick and easy and not stigmatize them for the rest of
their careers. Once you do that, you get more investment and more enterprise
coming from the lower end of the market. But | should also add my comment
about privatizations. It is very rarely the case that it is a good idea to wait to
privatize state enterprises, because once you know they are going to be
privatized, the managers do not have any incentive to invest and increase
productivity, and the price goes down. The market environment is secondary to
selling. What is important with value of enterprises is what is being done inside
those companies, and just doing nothing and waiting until the market improves
usually is not a good idea. And there is a second side to the coin of low value in
the market for the companies to be privatized, the investment from the proceeds

from the privatized companies, is to use them to invest in infrastructure, to



improve productivity in private companies, just like the companies that are being
privatized are low because the market is depressed, infrastructure investment will
be cheaper to undertake and therefore the rate of the return will be much higher
once you privatize. So there are two ways of acting: once is at the topping with
the privatized peak of the enterprises, the other one — is at the lower end by
encouraging startups by freeing up the regulation environment of small

companies.

Ox. Katmop:

Very interested in the point you make about the young people. Because this is
my experience coming in and out of this economy that two years ago we had
very excited founders of online businesses who felt that they were part of
something new that was taking place. This year, it is very difficult to find those
people and to get them to talk to you because many of them are now in the
United States or in other countries, because they have decided that this is not

where they can build a business. How do we address that?

K. NMuccapupec:

You see that is exactly it. If you go to Silicon Valley, a lot of the people operating
there are not Americans, they are Europeans and other nationalities who moved
there because the environment is better. | think you address it as | was saying:
for one thing you make it a lot easier for them to start up (no long waiting, no big
costs), but it is equally important is to make it easier for them to close down the
companies. There is fear in many countries that once you go bankrupt, then you
can never again get a loan for anything, whereas in the United States, in the
Silicon valley sometimes they are proud about their big failures, they say 'you
know, | had this crazy idea, | thought | was going to make millions and look at it
now, now | am doing something different’. No one will tell you that you can never
raise a loan for a company, you can never get a loan to buy a house after this
because when you are filling in forms like we do it in many European countries
(and | expect in Russia as well), it says 'Have you ever failed?' or 'Have you ever

gone bankrupt?'. And if you say 'Yes', you are stigmatized. And in the United



States, that is not the case, and this is very important for young people that they
do not have that fear in them that they might fail and never again be able to

operate.

Ox. Katmop:

OK. Thank you very much for making the comments. William Engdahl, let us
come to you. | have deliberately through the course of the last hour not talked
about Boris Nemtsov's murder. | have not talked about Ukraine, | have not talked
about this week's tit for tat commentary on weaponry, and the 40 ICBMs that are
apparently going to be added to the nuclear arsenal. But all of these issues, of
course, come to bear as we think about Russia in a broader context. | wonder of
you could just help me knit some of those things in that we have not really

discussed?

®d. Y. QHrpans:

Well, | think the most interesting situation will be fine right now, if we step back
from Russia and look at the entire global picture, as | see it as an economist and
a political risk analyst, is we see a transition in the entire globe right now where
the 1944 Bretton Woods system has broken down, markets are not free in my
view, definitely manmade, and what | see right now is the possibility for an avant-
garde role to be played by Russia, China, the BRICS, SCO countries, and so on
to build a new series of markets, manmade markets in central Asia, in Africa, in
Latin America and so forth, and that is what | have been watching. Now, the old
order, if you want to call it, the status quo, is not very happy with some of those
developments. | think that is a little bit the background to the conflict in Ukraine,
to the business in Syria and so forth. If | look, and | have studied geopolitics and
the situations since the end of the Cold War, very intensely, have written several
books on it, — Russia is being provoked and they are quite right in realizing that
they are being provoked, militarily, through the business in Ukraine, as George
Freeman of Stratford has said. This is a most blatant coup d'état in American
history against the elected government in Ukraine, and bringing a ragtag bunch

of people in there to hot up the situation to try to stir up things with Russia. So the



economic debate that we are having here is very interesting for me — has to be
situated in the context of that. The 40 ICBMs that President Putin mentioned
were a response to the NATO heavy armament of the areas in Poland and
Lithuania surrounding Kaliningrad, a strategic military naval base and air base of
Russia. So there is that, the situation in other parts that are surrounding Russia,
so it is the missile defense which is no defense in military terms, it is very
offensive, in Poland, in the Czech Republic, in Bulgaria, Turkey — that is all aimed
not at Iran, it is not aimed at North Korea, it is aimed directly at Russia as the
only nuclear power that can give the nuclear arsenals of the United States a
formidable challenged. So we are in a military situation, as well as an economic
situation, and | do not think that that can be separated. It is very conventional to
look at Russia through a one-sided looking glass that says ‘everything Russia
does is aggressive and bad', but | think there is another side if we shift that
prism, we can see that there have been very provocative steps taken by
Washington and by NATO and by Jens Stoltenberg and others (General
Breedlove) that give cause for great concern not only in the Kremlin, but in the

world.

Dx. Katmop:

Well, thank you very much for bringing another perspective on the story.

So, look, I am going to be in serious trouble if I do not bring this current gathering
to a close fairly shortly, because there is a much bigger one coming up in a while,
and we all need to get to. So let me just run very quickly along here. And | just
want to raise one more issue before we wrap up here. There is a distinguished
guest here in St. Petersburg, the Prime Minister of Greece. We have a situation
that the — even a central bank governor said to me this week 'we all need to be
thinking about what the consequences might be for the European growth
recovery if we end up with a Greek exit from the Eurozone'. Mr. Ulyukaev, should

Russia just stand by and not offer more financial assistance at this point?

A. YniokaeB:



| do not think so, because of different reasons — because with the situation with
our budget we need money ourselves. And generally, it could be — and our
officials mentioned that before — we can somehow support the investments of
pipeline from the Turkish line to the other European countries if it will pass by the
Greek territory. In that case we are ready to finance it. But | do not think we can

buy bonds.

Ox. Katmop:

You are a keen analyst of the situation, | know. Do you see a certain amount in
the behaviour of the other Eurozone countries a desire to punish Greece for its
behaviour in the same way that Russia, maybe, gets punished at times by the

Western community?

A. YniokaeB:
Probably it will not be very politically correct from my side to interfere in the

European deals.

Ox. Katmop:

But Russia is part of Europe as well. Even though you have a pivot East.

A. YniokaeB:

Yes, of course we are a part of Europe, and our proposal was and is to create a
free trade zone from Lisbon to Vladivostok. We very much advocate free trade.
Big four freedoms: freedom of moving of goods, freedom of moving of services,
of labour, and capitals. And then you ask about concerns regarding young people
coming from Russia to the United States and Europe, but that is globalization.
That is OK. The point which | am interested in is whether those young people
come back or not. If they come back, with new knowledge, with new best

practices, that's great.

x. Katmop:

OK, you neatly sidestepped to move us on. And | will move to Mr. Siluanov.



The British — | hate to keep talking about the British, it is not like | hold a candle
for the government specifically, — but George Osborn today said ‘We do not
expect a Greek exit, but we are prepared in case'. Would that also be the view

from the Russian government through the Finance Minister?

A. CunyaHoB:

Mbl 3anHTepecoBaHbl B cTaburnbHoW cutyauum B EBpo3oHe. A aymato, 4To BbIXoA
peuunn n3 Coto3a He NpUHECEeT HUKOMY HUKaKUX OOMNONHUTENbHbLIX ANBUOEHOOB,
No3TOMY Mbl Bcerga BbICTynanu 3a To, 4tobbl ['peuus nposena Te pedopMbl,
KOTOpble HYXHbl ANS 0340pOBMAeHUs BogxeTa, 9KOHOMUKK. Kakumn Temnamu, B
Kakune CPOKM 9TO OOMMKHO AenaTbCs, HACKOMbKO 3TO couMaribHO peanusyemMo, 3710
BOMpPOC NeperoBopoB, KOTOpble JOMKHbI NPOBOANTL BriacTu I'peuun n EBpocotos.
Be3sycnoBHO, HY)XHO nsberatb HeopanHapHbIX cuTyaunn. OHM HUKOMY He nonayT

Ha Nnosbay.

Ox. Katmop:

Mr. Kudrin, | just want to wrap with you. What message do you think Alexis
Tsipras should take back from his time here in St. Petersburg? Do the Russian
people or government feel reluctant to be perceived to be interfering in matters

that are Eurozone focused? What should he go home with?

A. KyapwH:

Mpobnema lpeunn He B HexBaTke AO€HEr, a B HWU3KOW NPOM3BOAUTENBHOCTU
Tpyoa Ha dpoHe apyrux ctpaH EBpo3oHbl. IMeHHO TO, 4TO [peunsa nonb3yetcs
AOCTaTOYHO CWUSTbHLIM €BpO, COo3daeT CUTyauutld MUHUMAarbHbIX CTUMYNOB ANs
pOCTa 9KOHOMUKW. HeckonbKko nporpamm cnaceHus yxe 6bino paspabotaHo ons
Mpeuunn, n Kaxgas crnegylias HadnHanacb € TOro, YTO Mbl HE OCO3HanuM BCErO
mMacwrtaba npobnembl 'peumn, n oHM okasanucb 6ornee cepbe3HbiMU. Mbl He
XO0TUM, 4TOobbl peuma yxogmna u3 EBpPO30Hbl. Cenyac Mbl MOHMMAaEM, 4TO
NoOOLWMN K KakOW-TO YepTe, 3a KOTOpOM M caMo HaceneHue [peumn B cuny
pasHbIX OBCTOATENbCTB HE rOTOBO Janblle YXMMaTb CBOW BO3MOXHOCTU, U

EBpona He roToBa Aanblue npowaTb, NepeoLeHuBasi CBOM nporpammbl. A



AyMmaro, 4To Tenepb AOIMKHO ObiTb HanWgeHo pelwleHue. HecmoTpsa Ha TO, 4TO
HUKTO — HWM camu rpekn, HUW EBpona — He xoTen ©Obl Bbixoga [peuun wms
EBpocoto3a, s He uCKmyal, YTo 3TO BCE-Takm npoumsonget. A msHadvanbHO
nporHo3upoBan, 4To ['peunn npugeTca yutn s EBPO30HbI, NPU 3TOM XXU3HEHHbIN
YPOBEHb HaceneHnsa cTpaHbl CHU3UTCA U MPON30ONAET TO, YTO JOSMKHO NPOU30OUTH
B pe3ynbTaTte NniaHoBOro COKpaLleHUs, KOTOPOe yXe HEBO3MOXHO, MO3TOMY OHO
npousonaeT B pesynbTrate Bbixoda [peunn n3 EBpocotosa. A 6bl xoTen, YTobbl
Bnactu peumn He paccnabnanucb BHe 3aBucMmocT OT obelwaHuin Poccun,
yTobbl ObOeLiaHve MnOMOLWM He CHU3UIIO CTUMYISbl PYKOBOACTBA CTpaHbl K
MOHUMaHUIO TOro, YTO Yy peumnmn ecTb cepbesHble NPobnemMbl, U C HUMU HYXHO
B6opoTbca. A cunTato, 4TO Anekcen Ynokaes npas: cenmyac nwbas puHaHcoBas
nomoub peummn Bbina 66l HeuenecoobpasHon M o3Havana 6bl ANA Hac OYeHb
pUCKoBaHHble BrioXeHust. Ho 6bino 6bl HEMMOXO MpoAomKaTb 3KOHOMUYECKOEe
COTPYAHNYECTBO, HanNpumep, TOProero — A0 Bbixoda [peunn n3 EBpO30HbI Nnu
nocne. Poccuickne komnaHmm nmerot B ['peunn cBou PMHAHCOBbLIE UHTEPECHI,
KOTOpble B Criy4ae Bbixo4a CTpaHbl U3 EBPO30HBI, KAk MHE KaXeTcs, MOryT CTaTb

elle bonee npuenekaTenbHLIMN.

Ox. Katmop:

Mr. Kudrin, thank you very much indeed.

Look, none of this stuff is easy, and that is the reason why | think we have had
such an engaging conversation over the last hour and fifteen minutes. It is a very
short period of time to try and really move the debate forward. But | have the
greatest of respect for everybody who has been prepared to come up and take
my questions this afternoon. Can | ask you please to show your thanks to our

distinguished panellists, ladies and gentlemen.
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