BY MATT TAIBBI

CHAPTER THREE:
THE EXILE MEETS THE EXPATS

fter Ivanov, the first people we went after were our
competitors, the Moscow Tribune and the Moscow
Times. From ten paces they looked identical, with the
same A3 tabloid paper and blue banner, but there were
huge differences. The former simply sucked, while the
latter was fast becoming a tyrannical corporate mini-
Godzilla, stomping on the expatriate community’s
communication lines with its high production values
and aggressively banal news coverage.

Undermining the extravagantly staffed, liberally funded Times was going
to be a long-term project; putting the Tribune in place would be easier.
This was a two-bit copycat publication run by a British mama’s boy named
Anthony Louis, son of Victor Louis, the well-known English correspon-
dent and reputed Soviet double agent. Years ago, Louis Sr. had brought the
text of Khrushchev’s secret speech and films of Sakharov in exile to the
West. Now Daddykins was dead and twentysomething offspring Anthony
wanted to follow in his journalistic footsteps, using the platform of an

English-language paper in Moscow.

Louis’s paper had actually been the first such paper in
post-communist Russia, but it quickly lost almost the
entirety of its market share to the Moscow Times through
mismanagement, editorial ineptitude, and the conspicu-
ous lack of an overall publishing concept. Historical forces
had also played a role in squeezing it out. The Trib was a
hokey British cold-warrior leftover of the mind-set which
had created faux-friendly projects like Apollo-Soyuz and
the Goodwill games; it had been the big paper in town
when “Joint Venture” and “Cooperative” were the hot new
words on the street, and people like Grigory Yavlinsky put
forth pie-in-the-sky fantasies of revamping the Soviet
economy in 500 days, and were taken seriously when they did.

The Times, on the other hand, was a product of the

next, more lasting era, in which armies of American
consultants virtually took over Russian government, and
smooth-talking Western corporations moved in to replace
that hokey Cold War atmosphere with the efficient, calcu-
lating feel of “professional” Russia. Everything about the
Times was corporate: the American style and spelling
(despite Dutch ownership), the gleaming new computers,
the high-rent start-up office in the Radisson hotel, the
confident, libertarian editonal slant. . . . If the Trib was
ratty tweed, the Times was creased collar and power tie,
which by 1992 was the chosen uniform of much of the
can-do expatriate community.

The Trib couldn’t compete. Within a few years after its
inception, its entire marketing strategy was geared toward
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CHAPTER THREE

clumsily copying the Times, which had brought on a core
staff of experienced hacks in its start-up stage to compete
with the Trib's low-cost editonial staff of wire services and
Upper Voltan grad students. The Trib was shameless.
Every time the Moscow Times did a redesign, the Trib did
one, scemingly copying every last detail ( Times decisions
to go weekly or insert a color banner, for instance, were
quickly countered by the Trib). This was the kind of busi-
ness you only sce Westerners daring to run out in the open
when they're far away from home; it was a newspaper in
the same vein as “Leevi’s” jeans, “Naike” sncakers and
Starter jackets with “Atlanta 49¢rs” emblems.

By the time [ arrived at the eXile, the Trib had already
started to copy us. They'd put out a nightlife guide which
was a naked copy of our own “Bardak” pullout section, a
thing which had already gained some renown around
town for rating clubs according to your chances of getting
laid at them, using copulating stick figures as graphics.
The Trib answered with a guide that used eXilian words
like “whores™ and “E-ed out™—all in the wrong places, of
course, but there all the same.

This was a low-tech version of something we were
going to come across over and over again—Westerners
operating under a thin cover of “Western” respectability,
ekeing out tiny profit margins by running athsmatic little
rackets with public or private money, and hoping no one
would notice amid the general chaos of modern Russia.
After all, the logic went, there were plenty of Western cor-
porations and governments doing big-time good in the
new Russia—what's wrong with a little racket or two on
the side, as long as they're kept relatively quiet?

We were small-time, too, but we were going to take a
different tack, choosing to dispense with the pretense and
be openly nasty in our attempt to get a little piece of the
pie. Living as we were in a country where government
officials unapologetically stole in the billions, we figured
our readers would at least appreciate our honesty. The
Trib was a good place to start. Mark and 1 took a quick
glance at their new guide and decided to turn around and
shove their editors’ subtle parasitism up their asses.

Posing as indcpendent marketing consultant “Sam Weiss”
—the first in what would be a long line of mischievious,
fictitious eXile Jews—we called around Moscow’s leading
Western p.r. firms and said that we were working for
Anthony Louis and wanted help in refashioning the Trib
concept. In a peculiarly contemptuous twist, we pitched
the idea of a “scratch 'n sniff™ Tribune to every company
we called.

The results were brutal. Every company in town
declined our business, regardless of how large a fee we
offered. A company called Friecdman and Rose gave a typical
response, explaining in a written response that “the
challenges facing the Moscow Tribune are more substantial
than any promotional ‘gimmick’ can instantly resolve. . ..
The problem does not lie exclusively with its marketing.
The publication has a‘me, too’ look which does nothing to
set it apart from its competition. The Moscow Times and
(1o a lesser extent) the new lifestyle tabloid, the eXile, have
re-positioned the Tribune into a tenuous middle ground
position—rather than as a true alternative to either.”

That company even included in its rejection letter a free
copy of an inspirational self-help book (Disruptions:
Overturning Conventions and Shaking Up the Marketplace),
whose jacket cover we published along with all the letters
and phone coversations accumulated in the course of the
prank, which documented the Tribune's pathetic standing
around town. Advertisers reportedly called the Trib in a
rage, demanding to know if it was true, as we'd claimed,
that their papers languished n stacks for weeks. The Trib
had no defense, There were holes in its deniability at every
major distribution point in the city.

In any case, nine months later, the Trib was down from
five issues a week to two, and was being run on the editorial
side by a guy who had gone from entry-level copy editor
to editor-in-chief in the space of six weeks. Anemic ad
revenues and rising rent in the diplomatic office space his
late father’s spook friends had found him forced him to
squeeze the staff that he'd kept on two whole floors into
half of one floor. And after a year of hounding his paper,
we were expanding, from 16 pages biweekly to 24 pages
biweekly and finally to 16 pages weekly, largely by swiping
away his advertisers.

The Times was a tougher call. This was a paper backed
up by a big corporation called Independent Media, which
was headed by my former boss, the diminuative Dutch
ex-Maoist Derk Sauer. Sauer had started with just the
Times, but now also had Russian versions of Cosmopolitan,
Playboy, Good Housckeeping, Maric Claire, Harper's
Bazaar, and Men's Health, in addition to business publica-
tions like Kaprraland Skate Press, which were staples of the
Western financial community. There was no way we were
going to put these people out of business, but we could at
least embarrass the newspaper.

Although the Times had been very indulgent with me
throughout my stay there, rehiring me no less than three
times during my many years of frenzied flight between
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THE EXILE MEETS THE EXPATS

jobs, countries, and nervous disorders, the company lead-
ership had been unaccountably nasty and condescending
when | told them of my original plans to edit Living Here.
The most obnoxious of the lot was editor Geoff
Winestock, a dour, reactionary Australian with a weaselly,
suspicious face and a notorious lack of interpersonal
skills. Geoff had been wearing the same tight maroon
turtleneck for about four years, and it appeared to have
cut off the blood supply to his head; he always looked
half-asphyxiated and pissed off. I'd known Geoff for years
and never liked him. The year before, he'd tried to talk me
out of leaving the Times to move east, arguing with a
straight face that playing pro basketball in Mongolia was a
disastrous career move compared to staying with his

reporter he'd be fired if he wrote for me. After that,
Winestock swiped away another contributor of ours, a
Russian journalist who was writing under a pseudonym,
by threatening 1o tell the writer’s publisher about his
extracurricular activities unless he switched from the eXile
to the Times. It was a crude power play, the first of its kind
I'd ever encountered, and it set the tone for future eXile-
Times relations.,

But personal considerations were really secondary
when it came to my attitude toward the Times. As a literary
organism alone it made for a very conspicuous villain.
Though former Times editor Marc Champion had chided
me, when | returned for Moscow, for joining up with a
“shit paper” like Living Here, the truth was that the paper
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dances till you drop will drive

paper to rewrite wire copy. He'd
sweetened that pep talk by informing
me that if I went through with
my basketball plans, I'd never be
welcome back at my dull job at
the Times. Tactics like this had
caused turnover to skyrocket at
the Times since Winestock took
over from his more straightfor-
ward and professional predecessor,
Marc Champion.

In any case, when [ returned to
Moscow to edit Living Here,
Winestock promptly banned me
from the Times offices—where 1 \
still had friends—then refused to
let one of his employees publish his
book serially in my paper after he
himself had rejected it, telling the
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Sam Werse, huds peogisnt Mieclin O omanitand

The Moscow Tribune 8 Mosoow's Oloest toregn-owned Enghisn-landuage newspaper We bogan
publisfeng in 1969 more than two years before ow compettion
matl the then-Sovie! Union was posed 10 Decome one of the world's sading anerging markets

which in turn would requiré naws and information o English of which Thera was littllo af the time We
expectad an influx of foresgn businassmen and consuitants o take advaniage of this siuaton, &l
potential readers 'We baliwe our predctions hava borme truly

-

na Moscow Times Wa beloved

Sinoce 1992, competition has aalen away al our readership. and, subsequantly al owr chent base
This nas had several negatory affects, including of which haa bean our diMculty In atracting “Diue
chwp” journalists and edilors Wihilé we arp vary proud of owr SIAT and e product we produls, we
balieve that there has been major damage 1o cur IMAGE The IMAGE of the Moscow Tribune i@ ihat
of The “thind" Newspaper, aher the Moscow Times and “The Exile” newspapers This 18 frustristing
conddenng that The Exile only stanad a couple of months 800, whilé wa, M "thed" NewspDaped, has
been in Moscow for SEVEN YEARS! Spechcaly

1. Newastands across Moscow réguiarly reveal that readers are picking up the Times and the Exda
whille ignonng the Tnbune

2 This has led to chents complaining that poople aren't reating ow Newspaper

Last summar, The Moscow TriDune conductod an axténdgnd Maace” Survay, wihiich [asied 5imost two
months, and culminated in a free np giveaway This period was parhaps the besl penod for ou
roadorship in lerms of plkcing up the NeWSDape: panod which we Deleve 18 party atinbutable 1o the
contast For thatl réason, we would like 10 emphasize. as a Shor-tenm soition 10 our problem
GIMMICKS which will ATTRACT READERS We unfortunataly didn't lsam oo much aboul our
readers, axoept that they seem o ke GIMMICKS Otherwise we astmate hat over B0 percant of
what remains of our readership are axpatriates with tugh salaries

Consiger 1he graph below Our readership has been faling for roughly the past o years, and & in
danger of EXTINCTION. basides perhaps a few of our frends and lamilies. Ths dangérous afuation
has led Anthony Louis, editior and owner of the Moscow Tribune. 1o hire me, Sam Waies, as s PR
consuitant in order 10 rémake o imaga, Ard 10 oM uP With weekly gimmicks which will anract
readers 10 pick UD Cur NewIpADers | am presantly Colectng proposats Hom saveral of MosCow'S
lsacing PR and advertising firms Wa need our first proposala no later than Foday, Apiil 18, for my
presentation to Mr. Lous on Monday April 21
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he’d helped build was, in my
view, a much bigger disap-
pointment.  His
Times hadn’t even been
modeled after major Western
dailies, which at least tended
to boast, at the community
level, a staff of investigative
writers who acted as watch-
dogs over their own readers.

Its coverage of Russian
politics and issues was first-rate

Moscow

The Moscow MiTribune

Sam Weisa, i,r:f!,q epdont Marketing Consultant
tel/fax 257-5628.9

Dear Rory,

Following up our welephone convarsabon loday, | am sending o you the brel that Mr. Louis, the
editor/ownar of the Moscow Tribune, approved lor me loday | hope il is satistactory lor your needs |
ook lorward to receving your proposal by tha end of the day on this Frday. As | explaingd, we neod,
in the proposal

* General ideas on gimmicks which you think would help move the newspaper off the stands
(grveaways, scralch 'n sniff, elc)

* General ioas on image makeovors which would distinguish us from the Times or Exile, or else help
us to steal away thair audwnce

* A bret history of your firm and your liem's chent base

* Prcing

Apnl 15, 1997

Thank you for your time and work

Sinceraly Yours,

by straight journalism stan- Sam f.
dards, but the part that ro fpen
concerned its own readership 3
read more like a suburban |

community newspaper, spon-
sored by the local Jaycees and Elks Club—the kind that
sclls hardware-store ads around grainy photos of local
Little League games.

Which might have been appropriate for some Third
World backwater expat paper. The Moscow Times's readers,
though, were a huge army of about 50,000 representatives
of the richest and most powerful companies and govern-
ments in the world, relocated temporarily in post-communist
Moscow 1o act as architects for possibly the hugest social
transformation the century had ever seen. The very banality
and dullness of the Times was a huge boon to these people,
providing soothing cover and a benevolent public face for
the high-stakes business deals and cutthroat subterrancan
politics that, right or wrong, they were here to carry out.

The Times was proud of its “professionalism.” Even |
had been, when | worked for them. | remember working
there and saying all the time that, for an expatriate rag, the
Times “was a really good paper.” But now its condescend-
ing attitude just pissed me off.

A few weeks after Champion laid his “shit paper”
speech on me, a brief appeared on the Moscow Times
sports pages entitled “Wilt the Stilt to play for CSKA?" It
reported that Wilt Chamberlain had fallen in love with a
Russian girl, converted to Russian orthodoxy, and decided,
at age 58, to move back to Moscow to make a comeback
with the Red Army basketball team. The source on the
piece was a report in the “Santa Monica Daily Bugle,”
which quoted Chamberlain agent “Jerry Steinblath” as
having confirmed the story.

The story, of course, was a plant. “Steinblath” was one
of our guys, sitting in his fictititous Maccabee locker room

next to Sam Weiss, We'd foisted the whole story on both
the Red Army and the Russian sports daily Spert-Express
as part of an April Fool's Day prank, never guessing that
the Times would reprint the thing. And not only reprint it,
but not identify its true source (Sporr-Express), fuck up
Steinblath’s name (they wrote “Steinblatz”), and blow
Chamberlain’s age. All in the space of three tiny paragraphs.
So much for professionalism.

This was just the beginning of our attacks on the Times,
but it was a good start. In our gloating post-factum
account of their fuckup, we named all the culprits by
name, in particular sloe-eyed Times sports staffer
Gennady Fyodorov, who'd copied the story almost verba-
tim out of Sport-Express. This was, incidentally, how a lot
of Moscow Times articles got written: a staffer would spot
a story in a Russian paper, make a phone call or two, then
rewrite the thing in English, knowing that most of his
readers wouldn't guess the source. Expat journalism 101.
Fyodorov's only mistake was that he hadn’t made the one
phone call.

For obvious reasons, the sportswriter didn't appreciate
being used to expose the Moscow Times journalistic method.
In fact, he was so peeved that he made it a point to search me
out and harangue me on neutral territory, in the dark, alcohol-
stained halls of the Russian daily Komsomolskaya Pravda.

I gor a thrill just looking at his wounded, harried face
wobbling toward me in the hall. He was practically wearing
the chewing-out he must have gotten from the loathsome
Winestock.

“I read what you wrote,” he said, waiting for me to finish
the sentence.

...%ﬁ 48




I said nothing, surprised suddenly to find
myself radiating the aura of being busy and having
better things to do.

“You were so out of line,” he said. “1 mean, not
like anyone cares, because no one reads your
paper. But, I mean, you know how the newspaper
gets written. You can't check every little thing.”

“No, I don’t know that,” | said. “In journalism
school I learned that everything has to be veri-
fied.”

1I'd never been to journalism school.

“But,” he said, “you know, you've done it your-
self, take something out of a newspaper.”

“Never once,” | lied. “My conscience wouldn't
have allowed me to disgrace the Moscow Times
like that.”

I threw my hands in the air and stared at him.
Finally Fyodorov left in a huff, disappearing
down the hall. My friends at Komsomolska, who,
like most of the paper’s writers, only moved from
their state-subsidized chairs a few times a day,
pointed angrily at him.

“Fucking jerk,” said one. “He's always hanging
around here.”

ut the Times and the Tribune were little
fish. The real big targets were the cream
of Moscow's expatriate society—the
leaders of the aid community.

Aid was a difficult subject to cover. It was com-
plicated and frequently very boring. But if you
had the patience to learn the details of the politics
involved, you couldn’t help but be shocked. The
expatriate community’s dirtiest little secret was
its official reason for being there.

On May 22, the United States Agency for
International Development (USAID), the gov-
ernment agency responsible for distributing for-
eign aid, announced that it was canceling the
remaining $14 million left on its contract with
Harvard Institute for International Development
—the body mainly responsible for implementing
Western-funded capitalist reforms in Russia.

The reason was that HIID's Moscow chief,
Jonathan Hay, and the HIID Russian program
chief in Boston, professor Andrei Schleifer, had
been caught violating Institute policy regarding
investments in their host countries. Hay had
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| Solzhenftsyn's Book is No Bestselior
| =—Moscow Times headline, June 4

Soizhenitsyn's Book Sells Out
| =—Moscow Times Headline, June 5

Fasten your seslibelts and brace your-
self for the lollowing incredible piece ol
Moscow Times commentary, publishod
| on June 4:
| “For all his greatness, Soizhenitsyn
offers no solutions and lacks the moral
| courage 10 name names or lake a politi-
cal posilion on concrele issues.”

Are you laughing yet? No7 Go back
and read it again. That's Geoll
Winestock, the wiry little Australian inter-
im editor ol the Moscow Times, saying
thal Alexander Solrhenitsyn lacks moral
courage.

Geoll Winesiock earns in the high
fivo-figures. He has a pleasant wood-
pansled office which he reached mainky
by skilifully demonstrating the absence
of a personality over the course of aboul
eight years of caulious business report-
ing. Developing a hangnaill or baing
served a shightly overcooked hamburger
would normally be enough 1o constitute a
bad day for Winestock. In his editorial
messages, he is consistently pro-status
Qquo and pro-authority, and seldom lakes
a stand on anything at all

Alexander Solzrhenitsyn spent eight
years in a concentration camp for having
made a derogatory remark about Stalin.
Shortly afterwards, he was dagnosed
with terminal cancar, which hé miracu-
lousty survived. He then spent much of
his adult e in open opposition to one of
the most brutal governments in hestory, @
government thal, until he was owiled,
had absolute control over virtually avery
aspect of his life and the lives of his fam-
ily members. Somewhere in there,
Solzrheniisyn's passionate, splanelic
prose also won him a Nobel Prize for
Literature.

Gooff Winestock telling a gulag sur-
vivor—and one whose voice lirsl broke
the myslique ol Soviet communism—
that he lacks moral courage? Are you all
kidding me, or what?

God knows why, bul the debunking of
Solzhenitsyn has become one of the
favorite pastimes of the Western press.

Courage Crunch

“Not a Bestseller® anticle even went oul
of the way 1o point out thal biographies
ol phocine pop queen Alla Pugacheva,
seedy thug Alexander Korzhakov and
aeven Quaen Elizabeth Il outsell books by
Solthenitsyn.

Well...no shit. And Sue Grafion would
have outsold Tolsioy, Leave it to the
Moscow Timas 1o judge a wriler by how |
much money he makes. Alter all, even if
Solzhenitlsyn hadn become the wind-
bag that he now is. he'd havo had a
tough time selling even a masterpiece 10
a counlry raised on violence, bad disco
music and Branlian soap operas. |

But that's beside the point. The real |
quastion s, why is il necessary 10|
dMSmhmw?mrilmWi
1umﬂlﬂhynolmthmhm,
alone? You almaost get the sense that no
mater how much lip service they pay |
now, people like Winestock have resent. |
ed Solrhenitsyn's anti-establishment |
morakizing ol along. Like they thought |
maybe he should have been quieter |
about being a martyr. These kinds or|
peopie tend 1o lavor relorm lrom Ihe top |
down, they don1 like Solzhenitsyn's way
of doing things.

For what it's worth, Solzhenitsyn still
is relgvanl, despilé what Winastock
thinks:

“But aher his expulsion and decades
of exile in France and the Uniled Siates,
Solzhenitsyn apparently lost touch with
RAussia. He sacriliced much moral
authority by diamissing the chlnpnl
begun by Mikhail Gorbachev and Boris |
Yealtsain. When he eventually returned o
Russia in 1864, the crucial moment had |
passed and Ihe new Russia had other

*Solzhenilsyn has risd to maintain his |
Mﬁnuamhﬂﬁuﬂﬂmu.hﬂ]
since his return he has falled lo adopl |
any clear public stance on any issue.”

Um.. .actually, Geoll, it was
Solzhanitsyn who first called the modern
RAussian stale an oligarchy. He did it in
June, 1884, whan he lirst returned lo

Aussia. That was abou! three years
belore you dared 1o use the word your-
sell. But then again, maybe he just didn
have the moral courage 10 wail the way
you & ,
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I money in Russian stocks through his uirlinend,

Invesicd

Beth Hebert, while Schleifer had invested through his wife
Nancy Zimmerman
This was the first big public blemish USAID had really

suffered in Russia, and for a few weeks 1t was diligently
reported all over the Western press as a shocking isolated
incident of corruption. A few papers even ventured to do
longer features tamely
questioning the efficacy
ol  USAID

toward

l1|'|.||.||-"‘
Russia in gen
eral. But almost nobody
bothered to report the
monstrous and extremely
obvious fallure of the
Western aid effort to
live up to the inspira
tional white knight role
It was supposed to be
plaving—a story that
was obvious long before
the HIID scandal broke

he HIID

broke at a
ume for us. At exactly

scandal
fortuitous

the moment USAID
was making its
Anouncement cancel

ing the contract, we
were sending an exposé
on USAID to press. The
article was based on a
report by

‘v.\'.ulun].:wn University

George

professor Janine Wedel,
and argued that United
States aid money had
really been used not for

reform, but as financ
ing for the political
career of Western
friendly Deputy Prime
Minister Anatoly Chubais,
who sat on the board of
most of the organiza-
tions which received
U.S. aid. As head of the

state pr IPL'”\' comimuit

Extenslvs ressarch by ths aXiis has
wncowersd svidance of & atoried
Jowrnalistic iradition in ihe

tee in 1994-95, Chubais had also overseen the U.S.-led
privatization effort, itself practically a second "90s revolution

| hadn't done too much original reporting for that
prece, but the more | learned about how the community
worked, the more | saw the general lack of public con
tempt tor the aid ettort as a SCOOP 1N itself. So when we ran

a cover with a |r|!.'_ headline that read ’ HH!..['--‘N.'\“]' How

& 5

| 4.

Winestock Throug the Ages

rol inleresied in his crimes. Put
ancther way, thess Incidents

What the psople wani thess days arwe
rituals and new lormas of animal sac-

rifice.” lack. . the power to territy.*
¢ Winsstockius, 18t cantury Raman * geopiland Yard consisble Jefl
Historian of Oreek origin Winsstoch, afler the second of five

Jach the Ripper murders

H'.:;:m-‘h"" 4, *The Kalssr will never the
Germanic Provinces wnifis. Me the

mclination ts do so lacks.”

* Jisfer Winsstawch, 19th centery

Prussian Qarcsral

8. “Hitler _lacks the will to solve the
Jowish question.”

* Richard [Tip) Winestock, Times of
Landon guesl colummisi, 1037

I
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the e. Ille

We bere at the eXile buve olton lwen

oor frends over @ Ul Pravdy, who sewm 10
be finally tackling the prest wwe of bow o
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written oe thar subsece

Our fire call was o the Bunness Week
newt deak

elik: Hello, my name 1 Berme Schwarts,
arsd I'm calling from the marketing depastsernt
of the Mowow Times

Business Werl' Hello

Exdle: What's pous tussene !

Busimens Week: Jolia Crawloed ['m the
deputy bureus chuel

Exile: Nice v meet your, M. Crawfonl
We'se doung 2 pew resder's rerponer survey
belp m with our edtonali, » which we w=b

of our newspaper wme questions shout

what they expect in an adooral Maphe you've
beard of this kind of thing? They do it 2 Jot in
the Seates.

Crrwford Uk bub

eXike: Why don's | s et rght domem to it
Tomerrow's edsonal n sepposed 1w be abour
the Roeneft kues for-dure thing, sboat hesw
they ‘ﬂi:mi the e, then withdrew it, amd
o ‘re floating 1 again

Crrwfond: Ub-bith

eXife: My fint quemion n, should this odi
tortal be bnemorous, seriout, or 3 “pusnts-to-a-
Lorges prrables” of edioral

Wow' He didn) even binl' Like mingdy
think olite. Moving on, we colled the New
York Timex do sov |f shat alimade paper of

Lotchman: |'d be more than to do thi
survey, It's part of my pob, pou . o real
edstoeals

yousr
eXile: Ob that's grest. We're Inm:lu you

Lokbman: Lih-buhb, peah.
eXile: Do you think our elitonial should be
serious, humorous, or “ poristy-to-- Lirger- prob-

#24 ® December 18 - December 29, 1997 ¢ P. 19

Uth defimitely ™ points- oo -larg
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CHAPTER THREE

The Times had a charming habit of keeping things USAID Helped Anatoly Chubais Screw Russia,” it was news before peo-
nice and simple in the midst of complox phenomena ple even started 1o read the text. No one in the city had ever publicly

like the 1998 financial crisis.

[imes

WWW.MOSCOWTIMES.RU

questioned the essential righteousness of the aid mission, much less
dared to imply that its heroes had “screwed”™ anybody, even their own
WIVES.

Which didn’t make sense, since there was plenty of evidence out
there to show that the key protégés of U5, policy within the Russian
government had marauded the budget and state property for personal
gain with all the subtlety of an attack on Masada. The key event dhere

wias the “loans-for-shares”™ auctions, in which shares of state enterprises
were auctioned off to private

investors in exchange for |10 ¢ Friday, March 13, 1998

Al's Well pur—m

Kremfin reassures

foreign investors
about reforms.
Business, Page 10,

become a pattern in the increasingly ghettoized world of Russian

thefts in the history of the human race. b i

The scheme worked like this. In the fall of 1995, in what would subsequently By Moodys
politics, the Russian federal government found itself short of cash. The Yeltsin |
regime nceded money to pay Badlj? I MCd. I

foreign debts and, so
it said, pensions and state
salaries. So it devised a scheme
to raisc short-term moneyv

the loans-for-shares auctions,
The scheme was devised by the
State Property Committee
(GKI), a body within the gov-
ernment which for years had
been in close cooperation with
the U.S. government-funded
Russian Privatization Center
(and had, incidentally, worked
with the RPC to hold the
voucher privatization pro
gram). Their idea was to
auction off shares in private
enterprises to private banks
(who would then hold them in
trust) in exchange for cash
loans to the government.
Eventually, if the private
investor wanted to keep the
property, he would have to win
a reauction of the same shares.

Russia, Moody's is lagging well behind the
e '{h-d:m'l'm u;" <

cash loans.

In retrospect, it might not B D 1T . BRET AT

be an exaggeration to call
these auctions, which were

masterminded by Chubais D d
in the fall of 1995, the biggest 0 “ ~ ngra e

redit rating agencies like Moody's In-
vestor Services arc suppased 1o warn
investors about risks ahcad. But in its
recent decision to downgrade its appranal of

- Russia’s finances have indeed endured a

crisis in the the wake of the collapse of Asian
I N B R 1 E F financial markets. Spooked by the realization
that emerging markets are risky, interna-
tional investors lost faith inthe Russian trea-

Wilt the Stilt for CSKA? sury bill and siock markets.

This in turn put pressure on the Russian

B MOSCOW (MT) — According 10 currency as rubles were repatriated into dol-
American newspaper the Santa Monica lars. The Central Bank was forced to spend
Daily Bugle, one of the greatest players billions of dollars of reserves to prevent a
in the NBAY history, Wilt Champerlain Wﬂw i:'llhc winen B
want 1o resume his baskethall career in o PWL ‘_IE on lmn:
.- Russia, could not borrow to cover its budget deficit,

Jerry Stainblath, Chamberlain’s
agent, told the newspaper that he wants
1o come 1o Moscow 1o marry his fiancee
Larisa Kazakina and to convert to the
Russian Orthodox Church.

Stainblath said the first option for
his client would be joining Russian
champion CSKA Moscow. Chamber-
lain, 58, retired in 1973,
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Chamberlain May Play
In Russia, Rumors Say
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article was enough to

d Express that Wilt

Chamberlain had decided to make o comeback in Moscow

It sounded simple, but there were a lot of catches. For
instance: somehow, 38 percent of the state mineral magnate
Norilsk Nickel fell into the hands of giant Russian bank
Oneximbank for just $171 million, or $100,000 over the
starting auction price. The company, which controls 35
percent of the world’s nickel reserves, is worth a lot more—
in fact, it is said to clear more than a billion dollars a vear in
exports. All in all, although huge chunks of about a dozen
of the biggest state enterprises were auctioned off, the state
only earned about a billion dollars total in cash from the
whole process. It was as though the upper crust of the
Fortune 500 had been bid out for the price of a couple

of NFL expansion

) << ATy ey teams.
OT ATEHTA w&m = The amazing thing
about the auctions,
Mo e, though, was the way
Gmm ‘ they were held.
o mm‘: Oneximbank, for
- NPEIOIRCHMEM (TPABECTII Nepe- instance, had been
LM m:ou YemBepuenos., Ko- assigned by the GKI
mmm to regulate, itself,
OMM M3 MOCKOBCKIX KTyGoB. Oa- the auction for
’ mm mm Norilsk. The bank
E PAKTE AE10 MOKA HE AVILAD, was therefore given

THE EXILE MEETS THE EXPATS

license to exclude
a much higher bid
for Norilsk by rival
Bank Rossissky
Kredit on the
grounds that it had
“insufficient finan

cial guarantees.”

CORRECTIONS
A chart on Page 2 of Wednesday's pa-
per labeled “Crime Statistics™ should
have noted that the statistics were for
the city of Moscow only.
A story on Page 14 of Wednesday's
per headlined “Wilt the Stilt lfor
CSKA7?" saying that former NBA star

Another giant Rus Wilt Chamberfin might play basketball
sian bank, Bank in Russia was a hoax and should nol
have appeared,

Menatep, was given

—  An article on Page 9 of Tuesday'’s

license to regulate a paper headlined  “Cash-Strapped
tender for 78 per- Lenfilm Gioes 1o the Car Wash™ should
ent of the oil iirm have described St. """""‘*'S““"?'"'
: nor Viadimir Yakovley as a politicalin-
Yukos, and won the dependent.

auction afer ex- —

cluding a rival on
the grounds that its representatives had been 24 minutes
late for the auction.

Worse still, the State Accounting Chamber, a body
roughly analagous to our own General Acounting Office,
later found that Oneximbank, Menatep, and other loans-
for-shares winners had used government funds to purchase
the auctioned shares. How? Well, as “authorized banks,”
Oneximbank, Menatep et al. were holding government
funds designated for other purposes, i.c., payment of state
salaries. The problem was that Russia did not yet have a
sufficiently developed treasury system to allow the gov-
ernment to do all of its own banking, so it held similarly
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bogus auctions for the right to manage government
money. The winners of those auctions then went on to use
government money to bid on state companies. Menatep,
for instance, won the Yukos bid at a time when state
Academy of Science workers—whose salary funds were
held by Menatep—stopped receiving their pay.

The loans-for-shares auctions were conducted accord-
ing to the same principle of clan tribute and cronyism that
had reigned in Russia during the Soviet years, The only
difference was that the scheme punished the average
Russian economically in a way that was much worse than
the Soviet system had. If Soviet economics placed ordi-
nary people in a state of near-indenture in relation to
their bosses, the economics of privatized Russia reduced
them to more or less outright slavery. By 1997, it was no
longer unusual for employees of companies like Norilsk to
go 6 months to a year, if not longer, without receiving
their meager salaries. Russian newspapers even reported
scenes of people collapsing from hunger in the streets in
the towns surrounding the industrial centers. Meanwhile,
the banks like Oneximbank which controlled these com-
panies were leveraging them to the hilt to make bids on
other properties—and this was after using public money
to buy their stakes in the first place!

There was another insidious angle to the auctions. As
1995 came to a close, and key parliamentary elections as
well as the next year's presidential election approached,
both the Yeltsin regime and the West noted with alarm
that the Communist Party was leading in the polls, and
antigovernment sentiment was rising. Catastrophe
scemed imminent and something needed to be done.
That's where the auctions came in. Though it has never
been openly admitted or conclusively proved, loans-for-
shares was almost certainly also designed to create a
super-rich propertied class that would support the regime
against any political movement to renationalize the economy.
It was hardly a coincidence that the biggest loans-for-shares
winners were Yeltsin'’s most important allies in his reelection
campaign the following year. As very recent owners of
Russia’s key national television stations and newspapers,
almost the entire national media, actually, their support
virtually guaranteed a public relations sweep that the
doddering incumbent rode to victory.

The scope of loans-for-shares was breathtaking. It wasn't
just that millions of Russians were having their livelihoods
taken away. With the help of the Russian Privatization
Center and the State Property Committee—both places
that were packed with people who were on a first-name

basis with the leading American aid consultants—Russians
had actually paid tax money to instantly enrich a small
group of bankers, who in turn performed the service of
making their labor unpaid. It was a scam that most crim-
inals wouldn't have considered trying, simply because it
was too improbable. Even the Gambino family never sank
that low.

All of which was reprehensible and sick, but what was
most offensive were all the Americans in town who were
apologizing for the corrupt officials in the Russian gdvern-
ment who'd pulled heists like this off. If they'd come to town
in Viking costumes, or with swastika armbands, it probably
wouldn't have bothered either Mark or me so much. But to
come in and preside over the rape of so many people with a
big smile on your face and an attitude of benevolence and
righteousness . . . it was almost too offensive to comprehend.
A lot of these people sincerely believed that their North
American birth and their superior dentistry made them the
arbiters of public morality by default. Growing up, I'd been
taught that that sort of attitude had died out of American life
with King George. -

It hadn't. Russia, for instance, was full of consultants on
the public dole who worked for a company called Burson-
Marsteller. This is a Canadian firm that grew to be the largest
public relations company in the world through its skillful
prosecution of public smoke-screen campaigns on behalf of
the very biggest swine on the planet. Their client list reads like
something out of Madame Tussaud’s chamber of horrors: the
Indonesian government (hired during its brutal suppression
of the independence movement in East Timor), the Three
Mile Island nuclear plant, Union Carbide (responsible for the
deaths of thousands following the chemical plant explosion
in Bhopal, India), Exxon (following the Exxon Valdez oil
spill), A. H. Robbins (after the Dalkon Shield 1.U.D. disaster),
and the Mexican government, which paid B-M $8 million
during the Chiapas rebellion to shield American and
Canadian voters from the fact that the Zapatistas were revolt-
ing against the planned passage of NAFTA.

Amazingly, Burson-Marsteller was one of the companies
hired by the United States government to propagandize good
capitalist values to Russia. Among its many tasks
was providing p.r. for the disastrous Russian voucher
privatization program, which gave Russians shares in public
companies (and preceded the loans-for-shares scheme),
B-M had a massive public contract, and when they weren't
actively doing evil, they were just sitting on their hands col-
lecting checks while their clients went around pillaging
the country,
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A former coworker of mine, Matt Bivens (who was now
the editor of the St. Petersburg Times, the Moscow Times's
sister publication up north), had taken a job with B-M in
Kazakhstan a few years before. Before he took the job, he'd
been just another kid like me, freelancing for the Los
Angleles Times up in St. Petersburg. But when he got mar-
ried and started a family, he decided to try to make some
real money.

S0 he made one phone call 10 the USAID office in
Washington, and on the basis of that one call landed a
B-M contract job package—complete with housing, a
maid, a per diem, and a restaurant allowance—worth
about ninety grand in total. Not bad for a 26-year-old.
Then he went to the Kazakh capital of Almaty and
presided over asinine projects like the publication of
“Privatization calendars” and the production of privatiza-
tion soap operas, racking up massive bills that were, per-
versely, rewarded by more funding.

Bivens, who later outed the whole scheme in Harper’s
magazine, also reported that B-M had a thing called a
“cost-plus” policy running with AID. This was a classic
example of a phenomenon we would run into over and
over the more we reported on the expatriate community:
publicly funded businesses and organizations that were
guaranteed profits, independent of any competition or
accountability for performance, while supposedly furthering
the capitalist virtues of competition and fair play. B-M’s
“cost-plus” arrangement, according to Bivens, meant that
“USAID reimbursed all our costs, and added 7 percent on top
of that—our profit margin. In other words, the more we
spent, the more we made.”

I knew some of B-M's Moscow consultants, or knew of
them, anyway. Many of them weren't much older than me.
I'd see them at the Starlite Diner sometimes on weekends,
dressed in college sweatshirts and faded jeans. Looking at
their bright, happy faces, you'd never guess that these were
the people who'd had the balls to tell millions of Russians
that their jobs and benefits needed to be sacrificed for the
sake of “competitiveness.” On the contrary, they looked
like they'd never left the keg party.

There was no point in fighting fair against people like
this. Humorless lefties like Ralph Nader had been doing
that for decades, much more effectively and with much
greater attention than we ever could, to very little result.
Besides, from where we sat, people like Nader were missing
the point. The important thing was to loathe corporate
henchmen not for what they did, but for who they were.
As one of Gogol's heroes said, “Coat a frog all over with

sugar and [ still won't eat it.” People like Nader were going
after the frog—corporate abuses. But the real thrill in
attacking people like these would be to take the sugar
coating away—embarrass them socially, pick on their
looks and their mannerisms and speech, expose them as
people. We had to at least make it ough for them to
maintain their public superiority complex while they
went about their business of fucking up huge historical
missions like the reform of post-Soviet Russia,

We went after B-M in our USAID article. They turned
out to be pathetically easy 1o dupe. All we had to do was
make up some phony stationery and claim to be represen-
tatives of the St. Petersburg mayoral office, who were
interested in engaging their services. Posing as “Alexander
Rublev,” we sent a letter saying we needed help in quelling
bad p.r. over the city’s notorious police brutality problem.

Some background on this joke: It was a well-known fact
that one of the reasons St Petersburg had been turned
down as a site for the 2004 Olympic games was its policing
problem. Prior to the Goodwill Games in 1994,
then-mayor Anatoly Sobchak had been so determined to
keep riffraff out of the eye of the international press that
he used Russia's reactionary visa registration laws as an
excuse to deport practically every dark-skinned pedestrian
(mainly Azeris, Armenians, Chechens, and other Caucasus
peoples, whom Russians call chernozhopiye, or “blackasses”)
his police could find to the city limits.

A friend of a friend of mine, a hairy Italian-American,
had even been detained once in a local Petersburg police
station and had to watch in horror as a succession of
Caucasian drifters ahead of him in line were led into
another room and beaten savagely for no reason. He
escaped only after digging through his bag and producing
an expired California driver’s license, which so impressed
the precinct chief that he not only decided to let the kid
go, but broke out in a smile and sang “Hotel California”
from beginning to end—while in the next room the blows
still rained percussively on the Chechen-of-the-moment.

None of this mattered to B-M, When bubbly American
B-M rep Jennifer Galenkamp got ahold of our letter,
which expressed the hope that the city’s reputation could
be cleared up in time for an upcoming Eurobond issue
(which was actually due to take place), she jumped all over
it with giggly cheerleaderish zeal.

We clicked on the tape recorder function on our office
phone as she announced to “Rublev’s” assistant, in reality
our virginal Russian secretary Tanya Krasnikova, that:

“We contacted the London office . . . because this is a
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European issue you would need work done there, and we
can do that. Our London office is cager to support us, so |
think that everything will be, you know, okay.”

She also sent us a letter expressing her willingness to work
with us, which we also published.

We heard some feedback from B-M through mutual
acquaintances. Basically the consensus over there was that
we were in the wrong, because we had misrepresented
ourselves, “They can't do that, call up and say they're who
they're not,” one staffer reportedly said. “That's not fair”

We had a big laugh at the idea of B-M complaining about
misrepresentation. This was the same company that had
been commissioned by the U.S. government to make a pri-
vatization commercial for Russian TV which was supposed
to say, “Your voucher, vour choice.” But when it came out,
the slogan read “Your Voucher—Your Choice, Russia!” The
latter half ( Vash vuibor, Rossiya), in Russian, was actually the
name of Anatoly Chubais’s political party, Russia’s Choice
(Vinsbor Rossir). It was a blatant manipulation of public
money for political purposes, but these were the kind of
people who were all over the place in the aid community.

As far as | was concerned, we didn't have to trick Burson-
Marsteller into doing anything to make our point. Their
very presence in the entire aid effort should have been
shocking enough to anyone who'd had to live through the
Cold War period on either side.

Just think about it: For more than forty years, Americans
were told that we were fighting the Cold War—at enormous
expense—to defend the cause of personal liberty, fair play,
and openness. Then we win the fucking thing, and we hire a
bunch of halt-bright bloodsuckers like these idiots at B-M
to come over and finish the deal. It was sickening,

R\ Bk ot long after we ran the USAID piece, 1 called up
S\ WY 2 Russian reporter named Leonid Krutakov, hop-
ing to get some more information about the ins
and outs of privatization. He gave me some, but
also gave me an education into the life of a top-flight
Russian investigative reporter—a story very interesing in
itself.

We met in the first week in July, just after Krutakov had
volunteered for the honor of being Russia’s latest “Most
Likely To Be Assassinated” public figure by publishing an
article called “Kreditus Ili . . . " in lzvestia. The article
revealed that Chubais had received a no-interest $3 million
loan from Stolichny Bank chief Alexander Smolensky, and
strongly implied that the loan was in return for the
successful rigging of a tender for a state agricultural bank.

If that wasn't a dangerous enough thing to publish—
especially considering that he'd conspired with his editor
to slip it into the pages of a newspaper controlled by a
powerful Chubais ally—Krutakov brought some extra
anguish upon himself by pulling off a shocking eXile-style
adolescent stunt in addition to his reporting. When he
learned that the official reason for the $3 million loan was
to help Chubais “spread good democratic values,”
Krutakov put on his one shabby tie and decided to try
something out. He walked into a small Moscow brarich of
Stolichny Bank, took a seat at a customer service desk, and
with a completely straight face asked if he could have a 3
million loan to spread good democratic values.

“Without interest,” he added sternly.

They tossed him out, but not before they took a few
hours nervously humoring him while security ran a check
on his 1D. In Russia, you can never be sure that even a guy
as shabby-looking as Krutakov isn't secretly running the
country, or worse,

In the days following the publication of the piece,
Krutakov was hauled in by several different branches of
the Russian secret services and grilled at length. All of
them wanted to know who'd put him up to writing the
article—the piece had taken them by surprise, since it was
published in a Chubais-friendly newspaper. Russian
government officials, of course, don't like surprises. They
still remember the old days, when the sudden demotion
of a middle-level party functionary in some small factory
town today might turn out to mean the disappearance
of an entire department in Moscow—maybe even theirs—
tOMOrrow.

So Krutakov was raked over the coals until they realized
with surprise that he was merely an individual malcontent
acting alone, at which point they heaved a sigh of relief
and let him go. In the old days they would have shot him
as an afterthought, but that isn't done in Russia anymore.
Which is one sign of progress, 1 suppose—although it
might also mean that the individual simply isn't dangerous
anymore to anyone in power in Russia. [ tend to think the
latter is true,

In any case, Krutakov, when he came to see me, was
bright and smiling, having just been fired. It was the third
time that year he had been fired from a newspaper. The
other two firings were for similar offenses, although the
official reason for his first dismissal, from the giant daily
Komsomolskaya Pravda, was that he had been paid by his
sources. Zakazniye materiyaly, or “commissioned articles.”
are standard practice among Russian investigative jour-
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nalists. The way it usually works is that some spookish
middleman from a bank, or a ministry, or in parliament,
or wherever, comes to the reporter, hands him a packet of
documents full of compromising information (called kom-
promat in Russian) about a certain competitor, then pays
him to publish it.

Since Russian journalists @) make almost nothing in the
way of regular salaries, and b) have virtually no other way of
penetrating the weird, secretive, deadly labyrinth of Russian
commerce and politics, they often take the money and run
with it. Virtually every Russian reporter is on somebody’s
payroll, and most have just one patron. With one patron,
you can stay at one newspaper, which normally is con-
trolled, influenced, or owned by a friend of your patron.

If you're like Krutakov, though, and you hedge your bets
and write scandalous garbage about everybody, including
people who only yesterday you took money from, you find
yourself without a job pretty fast. Krutakov by the time we
met was the absolute champion of this method of career
advancement. In fact, he went on later that year to set a new
standard by being fired by a new newspaper before it had
even published its first issue. He'd written an exposé about
the new paper’s owner, banker Boris Berezovsky, and pub-
lished it in a rival paper just after being hired.

I asked him what he knew about privatization, whether
any Westerners had been involved in any particularly
egregious shenanigans the world should know about.

“What do you mean?” he asked, startled. Until that point
he had been quietly registering, without much interest, the
giant rubber alligator head, garish multicolor carpets, and
rank month-old yogurt containers which littered the eXile
office.

“You know,” | said, “were there any Westerners up to no
good during that time?”

“What do you mean?” he repeated. “They all were. Which
person in particular are you interested in?”

“I don't know,” I said, shrugging lamely. "Maybe you
should tell me?”

Krutakov gaped at me, then sputtered out a few things
here and there about loans-for-shares and the GKI and
insider dealing, never really getting into specifics. Then he
looked up suddenly and said, “Well, actually there is one fig-
ure I've always been interested in. Jonathan Hay—I've
always been interested in him. I even did a thing on him a
few years back.”

I sat up, interested. This was the same Jonathan Hay who
had just been fired from the Harvard Institute and caused
that little scandal in the press.

I expected to hear more about HIID and Hay's private
investments, but Krutakov laid a different and more
amazing story on me. Two years before, he'd run a story in
Komsomolskaya Pravda entitled “Did the CIA Privatize
our Military Factory?” The thrust of this piece—based,
incidentally, on unnamed sources—was that Hay had
invested, through a Vietnamese middleman, some

700,000 into a Moscow factory called NII Grafit, which
developed Russian stealth technology.

“Nobody ever picked up the story,” he said. “But you
know, | saw Hay the day that story ran. We were in the
Radisson Hotel, at a press conference. He was smoking. I'd
been watching him a while, and I'd never seen him smoke
before.”

If any of this was true, it would raise the privatization
mess from mere criminal stupidity to the level of sinister,
premeditated criminal stupidity. At the same time, the
idea of a tweedy Harvard grad, too dumb to avoid being
caught investing spare change in his girlfriend’s mutual
fund, acting as bagman for daring cloak-and-dagger deals
in secret factories—it was almost too goofy to imagine.

It was after this meeting that 1 learned one of the first
rules about brilliant espionage exposés: they don't happen.
When | tried to track that story down, | ended up
interviewing a graying, slit-eyed “retired scientist” who
was a shareholder at NII Grafit and confirmed that, yes,
Jonathan Hay was an investor in the factory. As this weird
old man with conspicuously careful dress led me slowly
up the stairs to his office—an immaculate, mostly abandoned
gray office building near the Butirka prison—his eyebrows
kept leaping upward on his head after every word he
spoke, as if to express some deeper meaning to every
action, even the opening of his door. In the interview,
when | tried to pin him down on where I could get
documentary verification on the Hay thing, he plunged
into a cat-and-mouse game that lasted for almost an hour.
“You can't prove this thing,” he said.

“Then why did you agree to meet with me?” | asked.

“1 am interested,” he said, “in seeing this news get out.”

“Well, then,” I said, “I need to get some documentary
information.”

“Not possible,” he said. “Although, on the other hand ... "—
again the eyebrows—"something might be arranged.”

“Okay,” | said, contemptuously by then. "*When?”

“You understand,” he said, “that if you publish this
story, you'll be out of Russia in 24 hours.”

“Okay,” | said. “So when can we make this arrangement?”

“You will be contacted.”

....7‘6. 57



CHAPTER THREE

The
sounded like an ex-spook,
but that didn't mean
much. For all | knew, he
might have been a simple
metallurgist who wrote
bad spy novels in his

guy  certainly

spare time and answered
personal ads. You meet a
lot of people like that in
Russia—nondescript
midt“t’—.lgt‘d men whn
act  like
might just as easily be

heavies, but

grubby onanistic nerds.
Six months later, | found
out, from the State
Accounting  Chamber,
that the NIl Grafit story
was true. But at the time,
the story sounded so far-
s 4 5 fetched that I dropped it,
settling for a different
story on Hay—one that
perfectly symbolized the dim-witted cynicism and corrup-
tion of the expatriate
community.

Not long after | inter-
viewed Krutakov, |
scheduled an interview
with Yevgeny Nikulishev,

an inspector for the
Accounting Chamber. Busted, Marstellart)
Analagous to the American e i
General Accounting Office,

the Chamber was a gov-
ernment body that had
been responsible for
uncovering most of the
dirt on the loans-for-
shares auctions, and the
people who ran it were
loathed by nearly every-
one in the country who
had any power. Fortun-
ately for those people,
the Chamber had no

prosecutorial authority,

and its inspectors could do nothing more than advise the
parliament and the prosecutor’s office when they uncovered
improprieties.

Soon after its creation in 1995, the Chamber’s inspectors
began to notice that no one in government ever listened to
any of their recommendations. When installments of their
meager budgets stopped arriving on time, coming in spo-
radic bursts, the inspectors temporarily found themselves
without money to keep up their offices. For a while many
of them worked out of their homes.

By the time | walked into Nikulishev's office, their financial
status had improved somewhat, but bitterness over their
continued impotence to get anyone in their own government
to listen to them had left a undeniable scent of urgent,
semireligious inquisitorial fervor hanging in the Chamber
hallways. These were guys who were expending an enormous
amount of energy, grief, and stress not to make money but
to make a point—something that almost no one in the
entire country could say at the time.

Nikulishev was practically twitching with anticipation
when | walked into the office. He even dispensed with the
xenophobic gruffness one generally observes in an
ex-communist government official when he receives a
pampered Western guest. When | walked into his office, he
put chocolates and cookies on the table and served me tea
himself, waving off his secretary.

The Chamber is frequently described, particularly by
IMF/World Bank people and Western reporters, as a
hotbed of raging red communists, Jonathan Hay himself
said as much, calling them “communists” and “a totally
unreliable source” when 1 finally spoke to him in the winter
of 1998, long after he was out of the aid community and
editing a business newsletter. While there’s clearly a heavy
concentration of Zyuganov voters in the Chamber—and
among these probably a good two or three key members
who still keep Lenin or even Stalin busts in their studies at
home—the truth is that the inspectors’ political leanings
cover a pretty diverse range.

The Chamber’s most visible public figure is an inspector
by the name of Yuri Boldarev, who was better known to
Russians as one of the founders of the liberal political
party Yabloko, headed by Grigory Yavlinsky. Yavlinsky and
his party are probably the closest thing to a Western bleed-
ing-heart liberal political party that exists in Russia, a
coalition of touchy-feely PC/Green types and economic
libertarians. Yabloko means “apple” in Russian: the name
is also an anagram of letters representing the names of the
party leaders. “Ya” is Yavlinsky; the “B” was for Boldarev.
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Boldarev split with Yavlinsky a while back over disagree-
ments over party strategy (and, reportedly, frustration
with Yavlinsky's famously large ego), then went to work
for the Chamber. Since then, his frequent articles in the
liberal weekly Novaya Gazeta newspaper about his
investigations have been practically the Chamber's only
public voice, as the controlled-from-above Russian

press increasingly shut the Chamber out of
Its coverage.

In any case, the point is that no communist
organization would have allowed Boldarev
to be its public mouthpiece. The idea is as
ridiculous as the John Birch society hiring
Jesse Jackson as its press secretary. Yet this is
the way reform proponents countered
Chamber investigations.

Nikulishev, a soft-spoken academic type
in glasses and a checked green sportcoat, was
clearly in the middle of the Chamber's
libertarian-communist spectrum. He was an
ex-party member, but when he sat down to
talk he confessed that his true model for eco-
nomic development was Sweden, or “one of
those countries” He seemed to be a good
accountant, whose goal in life was to find a
job quietly snorkling through streams of
numbers, make a few corrections here and
there, and then go home to a dull family and
a Saab. It was a perverse twist of fate that a
mild personality like this had to be exposed
on a daily basis to vast, ingenious criminal
conspiracies like loans-for-shares.

he Hay story Nikulishev told me

revolved around a thing called the

Investor Protection Fund. This was a

public-relief program created by the
government to compensate defrauded
Russian investors, who made news when
they emerged as the world’s biggest suckers
after the collapse of the MMM investment
company—a pyramid scheme that had
robbed millions of Russians, many of them
pensioners and veterans, of hundreds of
millions of dollars. That company's
founder, Sergei Mavrodi, escaped punish-
ment by using his financial gains to get
himself elected to parliament, where he experienced
immunity to criminal prosecution, before the police could
assemble a case on him. To countermand that impressive
demonstration of justice, the government in 1996 created
the Investor Protection Fund, which was supposed to take
2 percent of all privatization revenue—a huge amount of
money, considering the massive properties the state planned
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to auction off—and distribute the money to victims of
MMM -like schemes.

All of which sounded fine, until you got to the nuts
and bolts of the operation. The schematic diagram for the
money flow that Nikulishev showed me was very comph-
cated. The actual money that was to be paid to defrauded
investors moved first from the auction winner’s accounts
to  the Russian
Privatization Fund,
the holding tank
for all revenue
raised through pri
vatization, then
into  the
account of the
actual Investor
Protection Fund,
From there, it was
to be sent out to a
private investment
contractor, who
would hold and
invest the funds—
thereby adding to
pot—while  the
Fund processed
fraud claims. That
private contractor
would itself have
contractors —for
instance, the private

wenlt

15 the eXile

Russia’s Press Licks
the Hand that Feeds It

5 depository  that
== would hold the
- .
" = - physical shares of
g - v
G g gremes the companies the
= .
e oyt investment contrac-
- R R tor invested ihe

Fund money in.
The private
investment contrac-
tor for the Fund
turned out to be
the Pallada mutual
fund, the one run

e by Beth Hebert,
e ie—t Jonathan  Hay's
PRI live-in girlfriend.

— The d(.‘pusitur}'

was the First Depository, run by Julia Zagachin, a former
coworker of Hay's,

But back to that in a moment. There was other money
involved with the Fund,

A fund is a physical entity: it's housed in an office, and
has employees. Under the system worked out by Federal
Securities Commission chief Dmitri Vasiliyev, the salaries
for the Fund employees were to be paid with money
loaned by the World Bank as part of a broad $31 million
investor protection program (which also funded, inciden-
tally, Burson-Marsteller p.r. campaigns on the safety and
efficacy of private investment). The World Bank money
traveled first to Vasiliyev's Securities Commission, then
from moved to the Harvard Institute of
International Development (yes, the same one) before
moving to the Institute for a Law-Based Economy (ILBE),
a body Hay created and ran. ILBE was the body that was
ulhm.atcl'_r rcapmmhlc for paying the salaries for the
employees of the Investor Protection Fund.

If this sounds complicated, it's because it is. To make
things simpler, you can concentrate on two things: one,
that the money that was going for Fund employees was
loaned to Russia by the World Bank, meaning that
Westerners were going to make a profit on that end of the
operation. Secondly, both the Pallada Mutual Fund and
the First Depository, by managing the massive Fund hold-
ings, stood to make a huge profit there as well.

Already you have two sets of Westerners making money
off of what is essentially a charity program for the very
poorest, weakest people in Russia. So far, so good. But by
summer 1997, a year into the Fund's existence, we've
already hit upon the key catch to the whole story: not one
of these poor, weak people had yet received a single kopek.

That’s right; according to Nikulishev's documents,
which the Fund and Vasiliyev ultimately admitted to have
been correct, more than $3.5 million dollars accumulated
in the Fund’s first year of existence, yet not one defrauded
investor had filed a successful claim.

Meanwhile, Nikulishev had discovered in his investiga-
tion that Hay's girlfriend had won her contract without a
tender, a seemingly outrageous conflict of interest, con-
sidering Hay's key position in the scheme and his close
advisory relationship with Securities chief Vasiliyev,

[ called Pallada for comment before I ran this story.
Press spokesman Vadim Soskov (Hebert wouldn't speak to
me) balked when I told him that I was about to run a story
that Pallada had won its contract without a tender.

“Of course there was a tender,” he said.

there
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“Okay,” 1 said. “Who were your competitors?”

“Well,” he said. “I don't remember. But we definitely
had some.”

Had such a tender been held, of course, the prepara-
tions for it would have consumed the entire company’s
attention for weeks, even months; evervbody’s job in such
a situation would be on the ling; stress would reach such a
high level that something as small as the absence of
Styrofoam coffee cups in the office kitchen would move
even the most imperturbable employees to near tears and
fits of hair-pulling; wild-eyed interoffice romances would
spring up because of it and then break down disastrously,
resulting in strained or even destroyed marriages. . . . The
entire collective would have been consumed with just one
thought: How can we destroy company X?

A year after the fact, Soskov was trying to tell me he
didn't remember company X. Pallada later admitted that
there had been no tender.

In any case, all of this so far sounded like a straightfor-
ward case of corruption—very interesting mainly because
it involved Hay, the Big Swinging Dick of the aid community,
but still just another story nonetheless.

But Nikulishev had more than just a simple corruption
story. Far beyond a precise grip on the ugly paper trail,
and the revelation of the impressively sickening scheme by
which affluent Westerners cashed in on public sympathy
for poor suckers and then suckered them some more,
Nikulishev had rare documentary evidence of the bum-
bling, heartless, unbelievably cynical psychology behind
the entire aid effort. He had proof not only of how little
good these people did, but how little they cared.

After the State Accounting Chamber finished the
Pallada/Fund investigation, it sent a letter with its conclu-
sions to President Yeltsin. Yeltsin, in what was either a
spontaneous burst of conscience or (more likely) a result
of being temporarily dissatisfied with Chubais and his
allies, quickly sent off a short and ominous letter to Prime
Minister Viktor Chernomyrdin which demanded that
Chernomyrdin immediately bring Chubais ally Vasiliyev,
the Securities chief, in for a reaming.

“I request,” the letter read, “that you review the activi-
ties of the Federal Social-State Fund for the Defense of
Investors’ and Shareholders’ Rights and take active mea-
sures to correct the problems uncovered by the Accounting
Chamber of the Russian Federation. B. Yeltsin.”

Chernomyrdin must have done his job, because a little
more than a week later, Vasiliyev sent a groveling 10-page
mea culpa to Chernomyrdin in which he agreed to all the

suggestions asked for by the Accounting Chamber, while
trying vainly to defend the Fund's record.

There is a lot that is strange and illogical in this document,
but the most striking is Vasiliyev's means for excusing the
Fund’s failure to pay out any of the 22.5 billion rubles it
had acquired over the course of its 18 months of existence.

While it was true that the Fund had not actually com-
pensated any defrauded investors, Vasiliyev wrote, it had
performed a valuable service by “receiving 27,192 letters,
answering 17,143 telephone calls, receiving 25,440 visitors,
and granting free legal advice to 2,568 persons.”

You have to admire Vasilivev. It takes balls to tell thousands
of destitute people that they should say thank you for
keeping a phone line open to tell them to fuck off with.

Vasiliyev went on to list eight critical measures that he
planned to introduce in order 10 satisfy Yeltsin and the
Chamber. Measure number 4 read, " Documents are being,
drawn up for a tender for the transfer of Fund holdings to
a Russian Company in possession of the proper license.”

This passage was clearly inserted to answer charges that
Pallada had received its contract without a tender. Soskov
may not have been able to remember whether or not there
had been a company X—but Vasiliyev could.

Vasiliyev in his letter also agreed to draw up incorporating
documents for the Fund, which hadn't existed previously,
to make a list of Fund employees, which hadn't ever existed,
to provide a detailed list of Fund expenses, which had not
ever been handed over, and to fire all leaders of social
organizations who were supposed to be lobbying on
behalf of defrauded investors but who had instead been
put on the payroll of either ILBE or the Fund and kept
quiet while no payments were made.

And yet, after tacitly admitting guilt to all of these wild
improprieties, Vasiliyev turned around at the end of the
letter and complained to Chernomyrdin that “the conclu-
sions of the Accounting Chamber are absolutely politi-
cized.” It was a conclusion that gibed nicely with a long
passage at the outset of the letter, in which Vasiliyev him-
self defended the Fund on political grounds:

“The realization of a complex program for the defense
of investor’s rights, as well as the formation in April 1996
of the Federal Social-State Fund for the Defense of
Investors’ and Sharcholders’ rights, made possible the
significant weakening of social-political tension in the
population and the wrecking of the plans of the leftist
opposition to use the issue of ‘defrauded investors’ for its
own political ends.”

Translation: It was okay that the Fund hadn’t actually
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compensated anybody, since its very creation had
accomplished the sought political objective.

This was what “aid” was all about. It was never about
accomplishing anything. The Fund for these defrauded
investors had only been created as a political necessity. No
one used it to compensate any victims, because that
wasn't what it was for. What it was for was to help reelect
Boris Yeltsin. And so long as it was there, it also served
another purpose—to help a few government stooges and
their girfriends make a little spare change. That was the
level of moral commitment of these people.

Curiously, the Hay/Vasilivev story was not the ultimate
proof of the intellectual bankrupicy of “reform.” For that,
we had to wait for a higher authority to step in—the
World Bank. For comment on the Hay/Pallada story, I'd
called up Charles Blitzer, who for two years in the
mid-1990s had been the Moscow chief of the World Bank.
Blitzer was now working as a financial consultant in
London and enjoyed a cozy patriarchal relationship with
the Moscow press, forever lending his stodgy wisdom in
the form of doctrinaire quotes presenting the World
Bank/IMF viewpoint on virtually any issue connected
with Russian development, whether it was relevant or
not,

Most reporters loved him. So did we, but for different
reasons. He gave our lives focus. Through his own
self-promotional efforts, Blitzer had become more or less
the official mouthpiece of the Western reform effort in
Moscow. If the expatriate aid community in Moscow had
the same sweatshirty, Nazi-oid feel of a major American
State University, the vain and doddering Blitzer was its
Dean Wormer—a near-perfect caricature of a bullying
mediocrity religiously devoted to the cause of a narrow,
careerist society with himself at the helm. With Blitzer
around, we came into focus as the community's Delta
House. By the time we were through with him, you
could almost hear him shouting “I hate those guys!” all
the way from London, as our own print version of the
Deathmobile bombed its way through the reform parade.

Blitzer came to our attention when I called him for
comment on the Investor Protection Fund story. We had
a long interview that was remarkable for its poisonousness
on both sides. 1 had been prepared to let him get
away with just trotting out the World Bank party line
and refusing any specific comment on the Fund story, but
Blitzer shocked me when he not only defended the entire
program right down to the ugliest details, but viciously
berated me for even researching the story in the first place.

This is outrageous,” he said. “You shouldn’t publish
that. It's extremely irresponsible.”

“Why?" I asked.

“Because that would play right into the hands of oli-
garchs like Chernomyrdin and Berezovsky,” he said. “All
the people opposed to reform.”

“What do you mean?” | said. “What about all of these
investors that weren't compensated? That isn't shocking
to you?” e

“But look at your source,” he growled. “The
Accounting Chamber. A bunch of communists.”

Blitzer's comment turned out to be the first of many
times that serious advocates of reform would dismiss my
reporting by calling either me or my sources communists.
I found repeatedly that if you dug deeply enough into the
abuses of reform, that if you had your facts straight
enough to force an interview subject to confront appar-
ent flaws in reform policy or implementation, the answer
you inevitably got was just a bunch of name-calling.

The idea that the eXile might have been a vehicle for
communist propaganda was ridiculous, of course. Ours
was a publication so gross and outspoken and porno-
graphic that it would not only not have been tolerated
under communism, but would have carned imprison-
ment or death for anyone who tried to publish it. If Ames
and | had been born in the 1930s as Russians, the NKVD
would have worked us to death in coal pits in Vorkuta
and used our bones to make veterinary soap rather than
let us live ten minutes as free adults. Even under
Brezhnev, we would have ended up in psych wards. We
knew that.

Blitzer didn't care. As far as he was concerned, anyone
who didn’t support the World Bank was a communist.
When | made it clear to him that I trusted my sources and
was going to run the story, he tried to scare me with a dif-
ferent set of bogeymen, the oligarchs.

“You just can’t do this,” he said angrily. “It's not right.
It plays right into the hands of people who don't want our
kind of capitalism. You're helping create an oligarchy.”

“But these people are allies of Chubais,” I said. “And
Chubais pretty much created the oligarchs, wouldn't you
say? Certainly he’s still a strong ally of Potanin.”

“Well, yes,” he snorted, “I admit that in the past year or
s0, Chubais has been working on behalf of Oneximbank
about ninety percent of the time, and for reform only
about ten percent of the time. All the same, you can't
print this."

“Well, I'm going to, so if you'd like to comment on the
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actual story, please say so. Otherwise, I'll just leave your
point of view out of the piece.”

“But you can't run this,” he repeated.

“Of course I can,” I said. “I can run anything I want to.
IY's my newspaper.”

“I'm telling you, you can't run this!” he shouted. “Aren’t
you listening to me?”

The amazing thing about all of this wasn't the fact that
Blitzer seemed genuinely to believe that there were laws
prohibiting the publication of obnoxious news pieces, but
that he couldn’t even take the time out to say that it was
too bad those defrauded investors hadn't gotten their
money. The guy's mind was built on the binary system—
reform in, reform out. A story implicating Jonathan Hay
in wrongdoing was “reform out.” It didn't compute, not
even on a level of instinctual decency.

Blitzer couldn’t even evince disgust on behalf of capitalism.
When he insisted that aid programs were run efficiently
because they were contracted out in competitive tenders,
I reminded him quickly that the crux of the whole story
was that Pallada had won its contract without a tender.

“Well,” he said, “in some cases, contracts are distributed
without a tender, depending on the size of the award.”

In any case, we tried after that to keep an eye on Blitzer.
Unlike many of the smooth-talking spokesmen for
“reform,” Blitzer had one obvious weakness which we
knew might very easily be taken advantage of: his love,
even greater probably than his love for money, of seeing
his name quoted in newspapers.

A few months after we ran our first Hay/Pallada story,
we spotted Blitzer’s name quoted in a Moscow Times article
about the Asian stock market crisis. This was just after the
Asian markets first started to crash, and two days before
Russia crashed. Russia was due for a crash, of course; it
had been the world’s best-performing market for almost
two years, despite having one of the most atrociously per-
forming economies in the industrial world. Worse still, a
reputable British think tank called Control Risk had just
rated it the most corrupt country in the entire world, ending
a long Nigerian reign.

Nonetheless, the Moscow Times article trotted out the
predictable line that the Asian business was a temporary
correction, and that there was nothing to worry about.
Blitzer was quoted as follows: “In the coming days the ner-
vousness of the markets will begin to calm down.”

In fact, in a single “coming day,” the Russian market
crashed twenty percent. Panic ensued, and the exchange
closed for the first time in Russia’s history. By the time we

ran our next issue a week and a half later, the market was
40 percent lower than it had been when Blitzer pulled his
spin-doctor act in the Moscow Times.

After the Russian crash, we decided to call Blitzer back
and see if he'd changed his mind. Mark called and left a
message on Blitzer's machine identifying himself as “Sam
Weiss™ of “ Moskovskaya Svoloch,” a financial newsletter.

Now, “Moskovskaya Svoloch™ translates literally as
“Moscow Bastard.” This was a control question. We were
pretty confident that Blitzer had never even bothered to
learn the language of the country whose economy he had
once more or less administered for years. If we were
wrong, there was no way he'd call us back.

Blitzer called back straight away. “Is this Moskovskaya
Svoloch?™ he asked our Russian secretary. She was new but
had been instructed that this kind of thing might happen
from time to time. She answered in the affirmative and
put him through to Mark.

Once he got Blitzer on the line, Mark adopted his usual
cartoon-Brooklyn-Jewish Sam Weiss voice, and immedi-
ately threw Blitzer another curveball, asking him a slew of
questions about the Mongolian stock market.

Mongolia had been the only country in the world 10
avoid the effects of the Asian crash; its market had risen 6
percent the same day Russia’s fell by twenty. Blitzer's
responses showed the former World Bank Moscow chief’s
financial acumen at its best: he couldnt even predict
events that had already happened.

Blitzer: Hi, I'm calling for Sam Weiss. You left a mes-
sage on my voice mail.

eX 1 1 e: Yes that’s ight. I'm working on a piece about the
market disturbances for a new financial newsletter,
Moskovskaya Svoloch, and 1 was wondering—do you have
some time to take a few questions?

Blitzer: No, | don't have much time, but go ahead.
[Note: the interview lasted some ten minutes, all on Blitzer’s
bill.]

eX i 1e: Okay, I'll try to be brief. What sort of lessons do
you think we've learned from the market crash here in Russia?

Blitzer: Movements in equity markets are now linked
globally.

eX i 1e: Is that why other small markets in the region such
as the Mongolian market also collapsed?

Blitzer: Of course, in small or illiquid markets like the
Mongol market, the effects will be larger than in more liquid
markets.

eX i 1e: Do you think the Mongol market will bounce back?
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CHAPTER THREE

he eXile applauds the

I recent annpouncement
thal the leadership of the
Pallada mutual fund is negotr
ating the sale of a significant
slake of the company to the
glant

Boston-based bank,
State Street CGlebal Advisor.
Should the deal go through, it
would be encouraging ewvi-
dence that Americans have
finally learned 1o hald their
own im the rough-and-tumble
world of Aussian business.

It seems like only yesterday
that the Paliada Fund was

through negotiations to linan-
cinl nirvana,

When Pallada was in lrouble
nol long ago, stuck with linger-
ing accusations of cashing in
on the hardship of destitute
and mostly elderly delrauded
inveslors who for some mysle-
rious reason had nol received
any of the compensalion Lhe
governmeni had promised
them, Mebert did the smart
thing. She look her company's
main woakness—ils American
managemeon! and the nalional-

their office windows at the
Aguarium's outdoor harbor
soedl lank below. I you can't
sde the game, you might as
well stick your hands oul and
soarch outl the penally by
touch~or make o phone call to
check a few references acroas
town at Harvard, as the case
may be.

Pallada's road to salvation
wos paved with a fow obsla-
cles, of course. Due to the mir-
acle of fiberoplic technology,
virtually anyone lhese days
can call direclory assislance

Pallada Deal is Well-Timed

heading in & nosedive Tor the
dusibin of histery, hounded by
sensalionalist news oaposes
and forced by a stern and dis-
approwving Duma commitice Lo
rebid for s luerative contract
o manage the assels al the
slale Investor Protectian
Fund. Dnce again, il seemed,
Russia's zenophobic inlerorn-
iy complex belore the Wasl
would sirike down an honest
American eflort to engage in
meaningful trade.

Western business observers
who followed Pallada‘s trow-
bles reacled univorsally wilh
shock and oulrsge
Parlicularly troubling was the
fact that the Duma commitles
and the Russian press had
ewven ignored Pallada's eliorts
te conlorm to local cullural
norms by winning ils contract
not through falr competition,
but through a direclt sward
without a tender. Amarican
business was bending owver
backwards to do things the
Russian way, and stlill being
shul out. Was there any hope
al all?

Well, i turns oul thatl there
was. Whal Palladn direclor
Dath Heberl discoavered, and
what a host of other American
firms in town have yet to learn,
is that the real money o be
mada in RAusszia (sa't even
Russian. It's Amercican. And all
you have to do to 1o get at that
American money s set up
shop here, then turn around
and do business wilh
American companios— who
themselvas are likely o be
weighed down by old concepls
like due diligence thal will
keep Ilhem earthbound in
Moscow while you soar

ist loathing W aroused in
Russians—and turned It 1o her
advaniage. Il well-connocted
Americans on the ground in
Moscow couldn't communi-
cale succesnslully with ths
lecals, she probably fligured, a
gang of stuffy MEA brokers
perched in a cozy office next
lo the Boston Harbar Halel,
just aver the ouldeor harbor
seal tank at the
Agquarium._.well, they'd do still
worse. And she piched up the
phone.

That's good business. Thal's
horae sense. Thatl's an oxam-
ple ol a company tlaking the
best from both cullures and
just runaing with the ball.
That's what America is all
about. Jrd and 26 on your own
8 yard line? Take a deep drop.
Go for the end zone. There are
tans on thal side of the slads
um, too. And they're notl boo-
ing.

Az any good MNFL lootball
cosch knows, you mighl as
woll hold the delfensive tacklies
on the line when you go lor a
long bomb from deep in your
own end. 1 you gel cauwghl
holding on & 3rd and 8 on your
own U, you end up punling
from your own 4. No big deal.
s warth the axtra second or
two of protection for your OO0
and his million-deollar arm.
You've gol nothing lo lose—
and seven poinls to gain.

Holding off tha DTs at the
line s an even betler idea o
the referees are all blind and
stumbling along the field wilth
canes. That kind ol referesing
Is & linle bt what doing due
diligence in Russia is like for
Bostonians whose usual daily
routine invelves locoking out

and learn the telephone num-
ber of Siate Streel Bank,
meaning that any party so
inclined could still revive Lhe
troublenome due diligence
process. Bul thal slale of
affairs would only preseni a
problem for 4 company operat-
ing im a city that's also home ta
a meddionome English-lan-

. guage nightlife weekly staffed

by mindlessly vengelul peaple

One of the chiel beneti
ciarios ol the so-called
Investor Protection Scandal
was the Pallada mutual
tund. which was headed
by Beth Hebert. the live-
in girlirlend ol major
ligure

American ald
Jonathan Hay. Hebert
and Pallada won a con

tract to manage the
money of the State
“lavestor Protection”
fund—a Hay-run project
ostensibly designed to
compensate Russicns
defrauded Iin phony
investment schemes—
without a tender. When
word leaked out that
Hebert was trying to sell
her company to State
Street Bank in Boston. we
felt a responsibility to try
to wreck the deal. In the
meantime, we used the
oXile 1o try to make
Moscow resident Hebort
as nervous as possible
during sale negolations,
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with absolulely nothing better
to do than send fax afler lax
aftar fax all mighl long to
slrangeors overseas
Fortunalely for Paliada,
there is no such publication in
Moscow. lls secretls will nevar
escape lhe Russian capital.
Parlicularly nol the parl aboul
il possibly losing most of ila
awaels under managemenl in
an upcoming rebid. We al the
eXile are glod that's sa, As I
stands, Pallada’s brilliani
mansuver will, once H comes
te & successful conclusien,

these yeoars, we won't be al
disadvaniage anymore.

o

Blitzer
there’s a rush to get out. In Mongolia, foreign

Typically, after a slump,

investors did everything to pull out when
the market fell, because of the . . . ilhquidity.
But it's all a correction, and these markets
\'.']11 t"IiIL]T]lI' l"JLL\.
Here Mark threw Blitzer vet another
curve. This one was in the dirt, but Blitzer

swung anyway

eXile: Some people are saying that
the movement in the Russian market is
linked to the weather. Last winter was
warm, and the market rose. This winter
it's supposed to be a lot cooler, and the
market s falling. Is there any connection?

Blitzer: Well, I

hypothesizing about that. Uh, the market

wonltl get into
is illiquid, the volume's low . .. but I don't
know how the market links to the weather.

eXile: Do vouthink it's going to be a
cold winter here in Russia? President
Yeltsin does

Blitzer:|I have no idea what kind of
winter Russia will experience. | do know
that with the return of El Nifio, the weather
patterns are changing around the world.
getting warmer, the

ocean—it's warmer in the Pacific region,

The weather is

and this 1s having have some impact on
Russian weather.

El Nifio? What the fuck was Blitzer talk-
ing about? We called Timur Ivanidze at

usher in 4 new era in Russian-
American commerce. Alter all
a







