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MR CHARLES:  Prime Minister, ladies and gentlemen, honoured guests, thank you 

very much indeed for joining us here today.  Let me welcome you to the Annual 

Meeting of the European Bank for Reconstruction and Development here in Astana.  

My name is Jonathan Charles and I am the Director of Communications for the Bank.  

We are very grateful of course to the Kazakh authorities for everything that they have 

done to facilitate our events here over the next couple of days. 

 

You join us today of course at an historic moment for the EBRD.  We are celebrating 

our 20th anniversary: 20 years of helping the countries of the region make progress 

towards a better economic future, 20 years of developing expertise in helping 

transition, 20 years of fostering open market economies and of changing lives.  Of 

course, now EBRD is being asked by some of our shareholders to consider extending 

its mandate, so using those 20 years of experience to new ends, possibly aiding the 

countries of North Africa in the aftermath of the Arab Spring, the tumultuous changes 

which are taking place in some nations there. 

 

Over the next two days there are some fascinating debates for you to take part in and 

enjoy, a real chance to become engaged.  They cover a plethora of issues from the 

global economic recovery, the uneven pace of recovery in some parts of the world and 

what needs to be done to meet those challenges; what can be done to help women in 

business; the pressing issues of food security, which I know worry many of our 

nations; why sustainable energy policies are important.  Away from the formal events 

there is a chance for you to talk to some of the Bank’s most senior staff informally 

and to network with your fellow delegates.  

 

Overall I hope that the next few days will be both informal and entertaining.  I hope 

you are engaged by everything that we bring you and I hope you really enjoy 

yourselves.  It is my pleasure, as I say, to see so many of you here on behalf of the 

Bank.  Now let everything unfold.  I hand over to Erik Berglöf, EBRD’s Chief 

Economist, for our first panel, our first debate. 

 

MR BERGLÖF:  Thank you, Jonathan.  You are very welcome to this opening panel 

of the EBRD’s Annual Meeting in Astana.  I cannot think of a better place from 

where to look at the world than Astana.  If you look east, you see China growing very 
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rapidly; if you look west, you see Europe coming out of the crisis but struggling; if 

you look north, Russia came through this crisis and is now growing but the crisis had 

a very severe impact; if you look south, you see India growing very well but you also 

have the Middle East and North Africa, which look very uncertain. 

 

Of course, when you take all these different parts together, this recovery does not look 

so certain.  We can say for the first time in EBRD countries that this year we expect 

all countries to have positive growth but it is a very fragile growth and, because of all 

these uncertainties, we do not really know what to expect.  This morning we are going 

to try and look at the different perspectives of the crisis and the recovery.  We know 

that households, companies, governments, budgets have suffered greatly from the 

crisis and, again, we have a very rich experience on this panel, very different 

experiences of the crisis, and we are going to try to put that together and see what 

comes out as a more global picture. 

 

We have a very distinguished panel, a dream panel, if I were to look around the world 

and try and get different perspectives.  On my right is the Prime Minister of 

Kazakhstan, Mr Karim Massimov.  He has not only been Prime Minister now for 

quite a few years, particularly by Kazakh standards, but he has a background as a 

Minister of Economy and also as an expert on China, so we hope to get his 

perspective.  Mr Marek Belka has a very long list of accomplishments, now as a 

Governor, before that in charge of Europe at the IMF, and before that as Prime 

Minister of Poland and also Finance Minister.  To my left is the Russian Deputy 

Minister of Finance, Sergey Storchak, who brings long experience from different 

parts of the Russian administration.  He has been in the Ministry of Finance for quite 

a few years now.  He played a very important role in the renegotiations of Russian 

debt in earlier decades.  You are very welcome here.  Finally, Zhang Tao, who is 

Director General of the International Department of the People’s Bank of China.  He 

has been involved in the G20 negotiations and has a lot of experience to share with us. 

 

I will first give the floor to the Prime Minister. 

 

HIS EXCELLENCY MR KARIM MASSIMOV (Prime Minister of Kazakhstan):  

Thank you very much for your kind words.  I would like to outline a few issues.  
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Esteemed guests, ladies and gentlemen, before I begin I would like to thank EBRD for 

all its hard work and support over recent months in helping us to organise this Annual 

Meeting of Governors here in Astana.  2011 is a milestone year.  It is 20 years since 

EBRD was established and Kazakhstan achieved independence from the Soviet 

Union.  Over those two decades Kazakhstan’s economy has been transformed thanks 

to the vision and leadership of President Nazarbayev.  In 1991 we had no private 

sector, investment was scarce and we struggled to provide even basic public services.  

Today the picture is very different.  GDP per capita has risen twelvefold to more than 

$9,000, unemployment has halved and the private sector is the backbone of our 

economy.  At the same time we have made major improvements to public services 

and infrastructure and we have accumulated more than $70 billion in foreign 

exchange reserves and national fund assets. 

 

EBRD has been a partner throughout this process of transition, supporting our 

economic transformation with investment capital, technical expertise and policy 

advice.  It is fitting therefore that we host our good friends and partners in EBRD as 

we celebrate our respective 20th anniversaries. 

 

The topic of today’s panel session is timely.  Although we can say that the global 

economic recovery is gathering strength, there are significant vulnerabilities on the 

horizon.  Political conflicts in the Middle East and North Africa have destabilised the 

financial markets.  Sharply rising food prices are threatening global food security and 

putting large numbers of people at risk.  High unemployment and weak fiscal 

provisions remain obstacles to growth in advanced economies, whilst macroeconomic 

risks have risen in high-growth emerging markets.  Therefore securing the recovery is 

by no means a foregone conclusion.  Addressing these challenges will require a 

concerted and vigorous response by policymakers. 

 

Here in Kazakhstan the government is focused on supporting the economic recovery 

process and laying a strong foundation for post-crisis sustainable development.  

Looking forward, our fundamental challenge is to create new sources of growth and 

opportunity for our citizens.  The global economic crisis has revealed the hazards of 

dependence on raw material production.  We understand that in order to avoid the 

middle income trap and become a fully industrialised economy, we cannot simply rely 
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on producing more of our national resources.  We will need to broaden sources of 

growth by producing new and more value-added goods.  This will require 

diversification of our productive capacities.   

 

To this end, we are supporting the private sector by improving the investment 

environment, cutting red tape and strengthening private property rights and the rule of 

law.  In addition, the government’s programme for accelerating industrial and 

innovative development mobilises public and private resources for specific 

diversification initiatives.  The main thrust of the programme is on productivity, 

innovation and moving up the value chain of production.   

 

At the same time, we are making large-scale investments in our most important asset 

of all, our people.  Here we are increasing access to education, raising standards and 

improving its overall quality.  We are also addressing skills shortages through better 

vocational and technical training.  Last month I announced the creation of Kazakh 

Core(?), a new management company aimed at improving the quality of technical 

education and training.  In addition, we are making wholesale improvements to our 

health care system in order to deliver better health outcomes for our population.  

These investments are the building blocks for a productive and competitive 

workforce.  We are also upgrading our heart infrastructure with better transport 

networks, more efficient utilities and the next generation of information technologies 

and communication systems.  Better infrastructure will help to create the underlying 

conditions for high productivity. 

 

Ladies and gentlemen, our challenge over the long run is not simply to create jobs and 

deliver growth; it is to ensure that the growth is both balanced and sustainable.  This 

is how we will ensure prosperity for the current generation and future generations to 

come.   

 

Finally, I would like to raise one more issue.  I have just returned from a meeting of 

CIS heads of government and yesterday Kazakhstan proposed a candidate to nominate 

for Managing Director of IMF from Kazakhstan, the Governor of the National Bank 

of Kazakhstan, Mr Marchenko.  Yesterday the Prime Minister of Russia and all the 
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CIS prime ministers agreed to support this candidate and I seek the support of your 

governments for Mr Marchenko.  (Applause)  Thank you very much. 

 

MR BERGLÖF:  Thank you very much, Mr Prime Minister.  You have described the 

future as you see it for Kazakhstan, and we will come back to that.  I turn now to 

Governor Belka.  Poland had a relatively favourable experience of the global crisis 

and emerged from it looking very strong, in a sense looking a bit more like other 

emerging markets in Asia.  What do you see in the next few years? 

 

MR MAREK BELKA (Governor, National Bank of Poland):  Thank you.  I will 

concentrate my remarks on certain lessons that we seem to have drawn from the 

crisis.  These concern the question of adoption of the common European currency, the 

euro, for a country like Poland.  This is a challenge for new European Union member 

states, part of the EBRD’s area of operations, those that function in the fully 

financially integrated area which the European Union or, to be precise, the European 

Economic Area is, and still functioning outside of the euro.  This poses a certain 

challenge.  It creates a potential for tensions between full financial integration, the 

single passport rule, and operation under a separate currency. 

 

What has the crisis taught us as far as the euro option is concerned?  In the run-up to 

the crisis in the past decade our doctrine of the fast euro option was based on three 

basic assumptions.  Assumption number one is that joining the euro zone will help us 

access abundant and inexpensive capital.  Yes, when we look at the spreads tolerated 

or allowed by the markets at that time, we see the so-called euro area halo, so the 

effect of being part of the euro zone was very strong and even countries with doubtful 

fiscal positions, like Greece – I say doubtful; this is what we thought about Greece in 

the middle of the past decade – the spreads were only slightly higher than the spreads 

of the most solid performers in the euro zone, like Germany.  So yes, adoption of the 

euro seemed to guarantee access to cheap and abundant capital at that time.  That was 

assumption number two. 

 

Assumption number two was that this inflow of inexpensive capital would stimulate 

competitiveness, would stimulate growth, would be one of the most important and 

powerful triggers of modernisation of the country.  Assumption number three was that 
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even if this inflow proves to be excessive, endangering the internal stability of the 

economy, there are effective measures to compensate for this.  Here what was meant 

was a disciplined fiscal policy, so a country which would experience capital inflow 

that was excessive would counterbalance this by appropriately disciplined fiscal 

policies. 

 

I think the crisis showed that most of those assumptions are wrong, or that they turned 

out to be invalid.  Number one, even if a country like Poland embraced the euro, these 

days it would not mean that interest rates would fall to the level of the run-up to the 

crisis, to the level of the German bunds or somewhere near that.  Yes, we would have 

a reduction in the cost of capital but not as dramatic as expected a few years ago.  Is 

this good or bad?  I think it is good.  The immediate benefits of euro adoption seem to 

be less but the danger of a boom/bust cycle is now also somewhat attenuated. 

 

Assumption number two: will this capital inflow immediately provide for a more 

competitive, modern economy?  Not so.  The examples of most Central European 

countries that experienced such a massive inflow of cheap capital show that capital 

was predominantly located in consumption-related sectors, in real estate, financial 

services, in non-tradeables, in summary.  It did not make the recipient countries more 

competitive on the international market, at least not automatically, so something more 

is needed than just allowing foreign capital to flow in. 

 

Assumption number three: was it possible to counterbalance, to compensate those 

inflows by disciplined fiscal policy?  Illusion.  If you look at countries like Estonia, 

Latvia, Bulgaria – maybe Latvia is somewhere in between but Estonia and Bulgaria 

are two countries in the region, in my region, which had fiscal policies which were 

exemplary.  Estonia’s public debt is 6% of GDP.  Bulgaria has no public debt at all, or 

at least did not until very recently.  Public assets.  Yet this did not help.  I would say, 

on the contrary, the better you were in fiscal policy, the more capital inflow happened 

because it seemed to be less risky.  So we now know that something else has to be 

done – maybe the use of prudential instruments to try to limit excessive capital 

inflows. 
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Capital controls are not available for European Union countries and there is still 

discussion about how efficient they are in the longer term.   

 

All in all, we think that the crisis has changed the balance of costs and benefits of euro 

adoption.  I truly believe that it is a non-option for a country like Poland to stay 

outside of the euro zone for ever.  The cost of doing business is simply too high.  The 

volatility of the domestic currency makes life, especially for small and medium-sized 

exporters, unbearable.  The cost of hedging is too high.  Simply, if you want to 

continue the convergence process you have to be within the euro zone, but to make 

the actual decision to join the euro zone certain conditions have to be met.  Everybody 

thinks now about the so-called Maastricht criteria.  These are important but less 

important compared to what has to happen within the euro zone so that joining the 

euro zone becomes attractive again for newcomers.  So it is not just we that have to 

put our house in order; also the euro zone has to put its house in order and also to be 

prepared to take on new members, to take on new risks, that is. 

 

All in all, we are a few years away from that but we are not in a rush.  However, let 

me underline very clearly that it is a strategic objective of Polish policy making to 

join the euro and it is economically and politically a non-option to stay outside of the 

euro zone for ever. 

 

MR BERGLÖF:  You said a few years.  Are we talking 2015, 2016?  There were two 

conditions you placed on it.  One was that you were ready and the other one was that 

the euro zone is ready.  Which is the binding constraint?  Will the euro zone be ready 

before you are ready? 

 

MR BELKA:  I am not going to speculate about dates but let me express the wish and 

the hope that the modernisation and strengthening of the euro zone goes faster than 

fiscal consolidation in Poland and, believe me, we are going to be quite fast.  Let us 

pose a challenge to the euro zone in that respect. 

 

MR BERGLÖF:  We will come back to that, I am sure.  We are now going north to 

Russia.  Russia had a very deep recession in the crisis.  It was the G20 country that 

had the deepest output fall coming out of the crisis, but not everyone is convinced that 
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all the decisions are being made to sustain this recovery even if commodity prices 

come down.  What is your view, Minister? 

 

MR SERGEY STORCHAK (Deputy Minister of Finance, Russia):  Thank you very 

much for allowing me to speak.  I would be happy to speak English but I am under 

instructions to ask you to put your headphones on and I will talk in Russian.  At least 

it will be more politically correct for me. 

 

(Interpretation)  Yes, indeed, Russia was one of those countries that was affected most 

heavily by the implications of the world financial crisis.  There is no other world 

economy that experienced the absolute slump in the growth rate on the scale that we 

experienced in Russia.  In 2009 GDP declined by almost 8%.  At the same time, it is 

common knowledge that Russia is one of the leading countries to survive the crisis 

and recover.  According to our estimates, for the next four years average growth in 

GDP will be 4.5% a year or almost 1 percentage point higher than the world average.  

In dollar terms, the country’s GDP should increase from $1.5 trillion to $2.3 trillion as 

of the end of 2015. 

 

Just a few numbers here but I will not tire you with any more numbers.  I will refer to 

facts instead, the policy measures we are taking to address our current problems.  The 

question is asked, what was the driving factor for Russia to survive the crisis at an 

accelerated rate?  They keep talking about the foreign economic environment, the 

international reserves that Russia has accumulated; the Stabilisation Fund and the 

National Welfare Fund were there to help.  That is the truth but not the whole truth.  

There is a very interesting conclusion that IMF mission members arrived at when they 

concluded their mission in Russia of assessing the status of the financial sector in 

Russia.  They believed that Russia’s success in overcoming the crisis and maintaining 

financial stability in the context of a systemic threat were predetermined by the 

following factors.  Number one, the strong and comprehensive measures or anti-crisis 

measures that were taken by the Central Bank and the National Deposit Insurance 

Agency.  Number two, there is a great deal of interaction between the monetary and 

fiscal authorities of the country.  The political leadership made a political decision 

that the Central Bank of Russia should be granted extraordinary or emergency 

authority in terms of the granting of sovereign guarantees and set up a special 
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representative from the Central Bank in various commercial banks which were 

recipients of government assistance.  In addition to that, the Central Bank was 

authorised to expand the range of instruments they used to address the liquidity 

problems.  For example, requirements for provisioning and in particular measures to 

prevent the public sector from interfering in debt market operations.  Last but not 

least, they believed, the strong fiscal budget measures that were taken by the 

authorities in Russia.   

 

I was very happy to read in the report that those measures I have just listed were 

considered very important, not for Russia alone but they also proved to be an example 

of how you should do business in other countries in this context.  I am very happy that 

we have quite a few young faces here in the auditorium and you can learn from 

somebody else’s experiences here.  I believe somebody from the audience will 

remember these estimates and the measures that were taken according to what the 

IMF mission members believed.   

 

In the near term – and this is one of the topics to be discussed at this panel – we will 

be focusing on post-crisis reforms in emerging markets.  I would like to tell you that 

the Russian authorities are undertaking a number of efforts in five areas.  What we do 

there will echo what Kazakhstan is doing here.  I will give it from my own 

perspective but still there is a lot in common.  First, we will improve the investment 

climate, improve financial consolidation, setting up an environment for innovators.  

We will make our economy more open and Russia will take part in international 

division of labour and the modernisation of the financial sector.  Even though the 

order of these things is rather notional, you can change the order but all these items 

are very important, equally important, and the government is taking measures in these 

areas.   

 

In the current historical context similar measures are being taken or are planned to be 

taken by the most developed and developing countries alike.  We are facing a 

situation which is rather unique in terms of the development of the Russian 

Federation.  We are not embarking on a unique path of development.  We would like 

to rely on the best practises that exist in the world in the five areas I have just listed 

and I believe that, to a large extent, it is a consequence of the globalisation process 
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and there is no way for us to shy away from those processes and stay on the sidelines.  

I believe that this kind of coordination and convergence results from the activities 

conducted by the Group of 20 countries and over ten years of work at the level of the 

Ministries for Finance and Central Banks, the Group of 20 countries has begun to 

upgrade the level of central governments and that made things rather hard for the 

Ministry for Finance, and my colleagues will agree with me.  I believe that when the 

leaders of the Group of 20 countries begin to interfere more proactively, we will 

actually have our hands full.  So I still have a bit more time to discuss that.  

 

I will tell you a short story about how we do business in those five areas.  Number one 

here is the improvement in the investment climate.  Less than two months ago 

President Medvedev made a special statement focusing on this issue and identified the 

ten measures that he believes need to be taken to improve drastically the Russian 

Federation’s investment climate.  Those measures include the establishment of a 

direct investment fund to the tune of US $10 billion, radical improvement of access 

for foreign investors in enterprises that are qualified as strategic, the protection of the 

rights and interests of minority shareholders and a number of other measures.  

President Medvedev described the protection of private property and the protection of 

foreign investment in the country.  He did not mention that but over the last two years 

anything that we do in our country is focusing on how to improve those things in the 

legislative area.  We need to make more amendments to the civil code and the law on 

joint stock companies, and set up a new court on financial disputes, economic crimes 

and so on.   

 

Of course, one of the major features relative to how to improve the investment climate 

is to set up an international financial centre in Moscow, a centre that can provide 

services at the level world level in terms of quality and quantity.  The work is 

proceeding quietly.  We have had some successes there.  Over almost ten years of 

debate we have enacted a number of laws on insider information.  Now we are 

improving our company legislation, and I think I can sum up some of the successful 

things we have done in these areas.  Yesterday we completed an additional issue of 

bonds denominated in Russian roubles.  It was the first time in our practice that we 

began to issue euro instruments in Russian roubles and this tapping proved to be 

larger than the original issue.  First we placed about 40 billion of securities; yesterday 
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we closed a book of 50 billion Russian roubles, which means that the market now has 

the largest ever European bond issue denominated in Russian roubles at the level of 

almost US $3 billion.   

 

As regards the other four areas where we continue to do what needs to be done in 

conducting systemic reforms, I would like to tell you one last thing.  Financial 

consolidation is the gist of the matter, the backbone, and here we can lead other 

European countries by example.  I will give you just one number.  By the end of 2015 

the government plans to have a zero budget deficit, which means our budget will no 

longer be in deficit, and I believe most of the developed economies watching us do 

that will only envy us.  Thank you very much. 

 

MR BERGLÖF:   Thank you very much.  You have outlined a very ambitious agenda 

and we wish you all the best of luck in achieving this.  The last speaker is the most 

senior Chinese representative we have ever had at an EBRD meeting and we are very 

happy to get the Chinese perspective.  Of course, you had a very serious impact of the 

crisis initially but you responded in a way that helped not only China but also the rest 

of the world.  How do you see the recovery and the fragility of the recovery going 

forward? 

 

MR ZHANG TAO (Director for International Relations at the People’s Bank of 

China):  Thank you.  Your Excellency Mr Massimov, distinguished audience and 

panellists, good morning, everyone.  I am very glad to be here this morning to share 

some of my thoughts on the Chinese experience in dealing with the crisis.  Actually, 

at the beginning of the crisis the Chinese government responded very firmly and in a 

timely fashion, and timing is quite important.  If we go back and ask what the number 

one lesson learned is, my personal opinion is it was the timing.  We responded very 

firmly and quickly in the second half of 2008, when the crisis had just started to 

spread from the United States, and we launched a 4 trillion RMB stimulus package 

and it was implemented quite effectively and at the very beginning the economy had a 

big shock, particularly in the external sector, and that caused great concerns over 

employment, particularly in coastal areas.  The stimulus package played a great role.   
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Secondly I think the next lesson learned is that the financial sector, financial services, 

has to be provided to the real economy, particularly during a time of crisis.  One of 

the lessons when we compare our experience with that of others is that you need 

leverage to prevent the financial sector from warped functioning, particular at a crisis 

time.  For a very short period of time in China also the banks hesitated or behaved 

much more prudently than before over lending, and access to credit became more 

difficult.  We took measures, including lowering reserve requirements and cut in 

interest rate and so forth, to let the financial services sector quickly respond and start 

to provide credit to the real economy.  We also placed a lot of importance and a lot of 

attention particularly to the small and medium enterprises as they are the backbone of 

the economy. 

 

I should make one more remark on that.  Even before the crisis, particularly following 

the 1997 Asian financial crisis, we found problems with our financial system.  At that 

time a lot of analysts and commentators were saying that the banks were in technical 

default with a high level of non-performing loans and the conventional way of dealing 

with banks is to let the bank go bankrupt, let them drop out of the market, but we did 

not do that.  Our banks are now highly concentrated, and our lending is also highly 

concentrated among the few big banks.  If we closed them, there would not be any 

financial services left.  So instead of letting them get out of the market immediately, 

we found different ways of trying to repair them.  We solved the problems by 

injecting capital and in this way we created the CIC.  Before the CIC we had 

something we called the Central Huijin Company.  I think it is the resolution 

mechanism: inject capital into the four big banks rather than closing them.  We 

introduced a foreign strategic investor and we reformed the governance of the banks.  

Those were the three steps, and this time when the crisis came the banks or the 

financial service sector was pretty much better prepared compared to the 1997 

financial crisis.  That is why this time around our financial system, compared to our 

western counterparts, the losses, the pains were much less and what is more important 

is that we are ready when the crisis comes.  We are ready to provide services.   

 

So you see that the credit we actually provided to the non-financial service sector is 

growing quite strongly.  I think that is very much the key to the high growth following 

the crisis. 
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Having said that, the policies now do not have a negative impact.  One of the lessons 

we learned is that while you are paying a lot of attention to providing credit to the 

non-financial service sectors, you need to pay attention to the pay scales and act 

earlier to prepare to deal with the negative impact of those policies.  One of the things 

right now is we are facing great pressures on inflation.  Number two is we all, for 

some period of time, followed a strategy that places great importance on the export 

sectors.  This means we have to rely more on external demand to drive domestic 

growth, and that need has long been recognised, before the crisis.  In between the 

crises, you have to take care of the crisis first, and this structural adjustment has been 

delayed, and we realised that, so right after the economy recovered we switched our 

emphasis to the structural adjustment by the layout of a new strategy that we had to 

change our development approach by re-allocating resources towards domestic 

demand rather than external demand.   

 

So right now, in the medium and long-term perspectives, we have a plan, the 12th 

five-year plan, and the core is that we have to move forward with a package of 

reforms so that the economy can be more reliant on domestic demand, particularly on 

consumption.  That means we have to speed up our income distribution policies, we 

have to strengthen our social safety net, we have to give more attention to energy 

saving and making the economy grow, and be more green in the sense that we make 

the economy more sustainable.   

 

China, as everybody knows, is a huge country and the stage of development varies 

across the regions, and we believe there is a huge potential and room for this strategy 

to be successful.  You have already seen that, even though during the recent period 

there has been strong growth on the domestic front, we have to keep our eye on that.  

We do not want inflation expectations to arise without paying attention to them.  That 

is why the Central Bank is now trying to get monetary policy back to normal and we 

are possibly one of the few emerging economies to raise the reserve requirement and 

raise our interest rate.  Also, in the meantime, as part of the reform package, we are 

trying very hard to increase our currency flexibility.  A number of measures have 

been taken towards capital account liberalisation, and in the meanwhile, in responding 

to the great need of our neighbouring countries for cross-border trade and investment, 
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we let the RMB denomination be used more in trade and investment settlements.  In 

order to do that a lot of work has been done in terms of new infrastructure and 

payment systems.  For this reason we have developed many new measures, setting up 

relationships with neighbouring countries, including Kazakhstan, and next month a 

team is going to come to Kazakhstan to discuss these issues with our counterparts. 

 

Having said all this, I should emphasise that China, the government, business and 

financial institutions are keeping a very close eye on what is going on in this region in 

the EBRD and EBRD’s member countries.  We place great importance on their 

balanced role and multilateral relationships.  Indeed, right now the European Union is 

our largest trade counterpart and we are also deepening our financial relationships 

with EBRD member countries and economies, in particular during this time of crisis, 

on the financial front.  I followed our Prime Minister’s visit to Europe last year and 

obviously we saw what was going on in Europe and we are actively participating in 

the financial market in Europe.  We have confidence in Europe and EBRD member 

countries.  We commend the achievements of these economies and countries and we 

are prepared to continue to not only keep our full confidence in these areas but we 

want to intensify them.   

 

I will stop there and I will be happy to answer any questions. 

 

MR BERGLÖF:  Thank you very much.  What you described at the end there is a 

very new posture from China.  China is actively involved in many parts of the world 

but particularly perhaps in Europe.  We are still struggling to establish exactly the 

modus operandi of this mutual interest and we look forward to this cooperation in the 

future. 

 

I now want to open this to the audience.  We have some roving microphones and we 

will try to allocate questions.  When you get the microphone, please identify yourself 

and please keep the questions brief. 

 

MR SIMON PIRANI (Emerging Markets newspaper):  One question to 

Mr Zhang Tao.  Is China considering joining the EBRD?  One question to all our 
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speakers: what is the correct monetary policy in view of the danger of inflation at 

present? 

 

MR BERGLÖF:  One thing that comes out of these presentations is that yes, there are 

some common elements in terms of things you have to do when you come out of a 

crisis.  It is about financial consolidation, it is about fiscal consolidation, but 

otherwise I think the perspectives that we saw are quite different.  In terms of 

monetary policy, feel free to put it in a larger context if you want to. 

 

MR ZHANG TAO:  Let me try to address the monetary policy issues.  I think, 

looking around at the global economy right now, we are seeing a multi-speed 

recovery.  Some people describe it as two-speed, some people describe it as three-

speed but anyway, it is multi-speed.  We see that the emerging economies are 

recovering faster, sometimes maybe too fast, and we see that the advanced economies 

are recovering but to some extent not up to expectations.  Many countries have 

different problems and need to address them in different ways.   

 

Obviously, fiscal consolidation is much-needed in advanced countries, particularly in 

European countries.  The G20 leaders called for strong, substantial, balanced roles 

and today what the world economy needs first is growth.  We need to grow, to support 

employment, to provide jobs, and in different countries people are using different 

measures.  When you have, for example, the fiscal room to provide growth, you can 

probably do it.  In the case of China our main problem is that we see the dangers.  The 

economy is not yet overheating but we are trying to prevent the economy moving in 

that direction.  Our monetary policy stance is to try to move back to the normal, which 

means we want to go back to our 10-year average.  The reason behind this is that we 

do not want to go from the left too much to the right.  The purpose is to try and get the 

economy to grow but in a balanced and sustainable way. 

 

Turning to your question on the relationship between China and EBRD, we are very 

clear.  We want to be part of EBRD.  The reason is that since China adopted open 

policies 30 years ago, there has been a huge change in terms of the economic 

development, in terms of even economic management and the system has changed.  If 

you compare today’s China with the China of 30 years ago, you will find a huge 
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difference.  We are firmly moving towards a market economy.  People may argue but 

if you have the chance to go and visit China one day, you can see it for yourself.  That 

is the one hand.   

 

On the other hand, China is much more integrated with the world economies.  I have 

already said a few minutes ago that we are the largest partner of the EU and we have 

great investments both inside and outside.  We also have resources in terms of human 

capital along with many countries.  So right now it is becoming an open and more 

democratic society.  Also, we have development experience which could be beneficial 

to EBRD member economies and countries, and I believe the experiences and 

achievements of the EBRD member countries and economies will benefit China.  I 

believe this is good for both sides. 

 

MR BERGLÖF:  I should emphasise also that, of course, there is already 

collaboration going on.  EBRD is raising funds in China, and there are discussions 

over specific projects, common research projects, and so on.  So there are many ways 

in which we can collaborate short of membership. 

 

Would you like to say anything on the question of monetary policy?  Perhaps we can 

take a few more questions. 

 

A SPEAKER:  I would like to ask a question of the representative from China.  How 

are you going to deal with the inflationary trend in the United States?  A couple of 

weeks ago at the Astana Economic Forum Mr Kydland, the Nobel Prize Laureate, was 

arguing that the way for the US to get out of their present economic crisis is by 

inflation.  I know you have $3 trillion of reserves but this could really affect China.  

How do you plan to deal with that situation? 

 

A SPEAKER:  Governor Belka basically focused his remarks on what the crisis 

taught Poland, and the change in policy perspective as a result of the crisis.  I wonder 

whether any of the three other panellists have had a similar experience.  Is there 

something you are doing differently in the medium term or perhaps the long-run 

development sense because of something that either you learned about your country 
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as a result of the current crisis or because something actually changed as a result of 

the crisis? 

 

MR STEFAN MIRONJUK (Association of Energy Efficient Cities of Ukraine):  I 

have a question for Prime Minister Massimov.  In a lot of countries the question of 

economic reforms and growth is seen as a contrast to ecology and green topics.  To 

my positive surprise, I see in Kazakhstan green growth.  Is it also your vision that 

there are green aspects, ecology and environmental issues, which do not contradict 

economic reforms? 

 

MR BERGLÖF:  Let me now ask the panel for their comments and perhaps you can 

pick up this question of, if there was one lesson you draw from the crisis, things you 

would do differently today than had there not been the crisis. 

 

MR MASSIMOV:  Let me start with the question from my Ukrainian colleague.  

Industries in Kazakhstan, industries in Ukraine, and probably all over the former 

Soviet Union even more than in Eastern Europe, were quite similar.  In the previous 

economy we did not pay much attention to ecological issues because the main driver 

was growth.  That is why, particularly in Kazakhstan, we are still suffering the effects 

of the huge impact on the bad side of ecological problems.  We had nuclear testing in 

Semipalatinsk in Kazakhstan, we had heavy industry in the past, which had a huge 

impact on ecological problems.  The very strict policy of government now is to pay a 

lot of attention to ecology.  We are learning from the experience of developed nations, 

and how the developed nations are looking at this issue.  In particular industries we 

are developing right now under the industrialisation programme, the issue of ecology 

is number one.  Even if a factory could be very effective, if there are ecology issues, 

we do not develop it.  Sometimes it is very difficult to make a decision, sometimes we 

are under pressure from different industries, but this is our policy.  Green growth is 

our destination. 

 

On the economic policy, inflation, we have just come through quite a heavy world 

economic crisis, and Kazakhstan’s economy and financial system was heavily heated 

in 2008-2009 and under the leadership of President Nazarbayev’s government and the 

Central Bank, together we took some quite heavy measures, including some 
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restructuring haircuts in the banking system, and we strongly advise countries in 

Europe to do the same, otherwise it will be quite difficult for them to overcome the 

issue.  We had this pain in the past and we feel their pain as well right now.  We can 

understand what is going on. 

 

On inflation, in different economies the issue of inflation and economic growth is 

different.  If we look at developed markets, like the biggest market, America, I do not 

think inflation is a huge issue for them.  For America the issue of economic growth is 

number one, and they are focusing on how to stimulate or restart their economy and 

not the fight against inflation.  In emerging markets like Kazakhstan inflation is a 

huge issue, especially food price inflation.  Now we are creating a single economic 

space or custom union with Russia, for example.  We are working closely with the 

Russian government on a number of measures to avoid huge inflation, especially food 

price inflation.  Previously, a year ago, I had a discussion with the Prime Minister of 

China.  I think a couple of years ago inflation was a huge issue in China as well but 

they took prompt measures and kept it under control. 

 

What of the future?  We will see what the impact will be but for the time being high 

oil and gasoline prices are putting a lot of pressure on emerging markets.  Thank you. 

 

MR BERGLÖF:  Governor Belka, you described the different assessment you are 

making of the euro zone.  Now you are in this sort of intermediate world where you 

have a lot of constraints on what you can do in terms of affecting the very large 

capital inflows that you have seen but you do not have the protection that being part 

of a larger monetary system allows you.  How do you see this?  What instruments do 

you have and are you worried that these inflows are coming too quickly?  Are you 

seeing an asset bubble growing again in Poland? 

 

MR BELKA:  I have already mentioned the prudential instruments that could be used 

to stem or at least attenuate the excessive capital inflow.  We are of course not 

unhappy with foreign direct investment inflow.  What is more debatable is of course 

the inflow of portfolio capital invested in debt instruments in Poland.  Here the 

obvious remedy is to limit the issuance of debt instruments.  A restrictive fiscal policy 

is, at least in the longer term, the cure for those kinds of inflows.  The third type of 
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capital inflow which proved to be especially vicious in certain cases is the capital 

inflow through banks, which in the region of Central and Eastern Europe are 

dominated by foreign ownership.  Here what we have is what I just mentioned, the 

prudential instruments.  When I look back at the experience of Poland in the last few 

years, what helped us somewhat to mitigate this unwanted, excessive capital inflow is 

volatility of currency.  Volatility of currency means higher perceived exchange-rate 

risk, both for potential borrowers and hedged borrowers but also for the banks that 

have to prudently construct their balance sheet.  So I think a floating currency can 

help to some extent; even if it is a burden on the other side, it is a burden on certain 

companies that have to deal with.  So there are costs and benefits of all this, but if I 

were to give you a succinct answer, I would say be prudent fiscally – that is very easy 

for a central bank governor to say – allow for currency volatility and used prudential 

instruments boldly. 

 

MR STORCHAK:  There was a question dealing with the lessons we were taught by 

the crisis.  I would like to mention a very important one, maybe the most important 

one.  This lesson is the following.  The financial sector must be in good shape.  It 

needs to be put in the place where it historically belonged, by which I mean the 

financial sector should behave as an intermediary between consumers and industry.  

That is all.  During the last 20 or 30 years the financial sector globally has become 

self-developing.  In many cases the financial sector has become a source not only of 

growth but of problems.  The fact that we found ourselves in a rather strange situation 

where we were deep in crisis in the financial sector but still more or less good in the 

general economy proves that we have difficulties, and the fact that we started working 

on such issues as there should not be banks too big to fail, there should not be 

compensation schemes for bankers which stipulate that they take additional risk and 

so on, all these facts show us that at last the authorities understand the situation and 

really learned a lot about this whole situation of dealing with the financial sector. 

 

MR BERGLÖF:  Zhang Tao, you had a number of questions, including, are you 

worried about US inflation? 

 

MR ZHANG TAO:  As you said, a couple of questions were directed at me.  Let me 

pick up the question you picked up earlier in general.  What would be different if 
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there had been no crisis?  I think the lesson learned from this crisis is that today’s 

world is a global world, and that is why you need country to country cooperation at 

different levels, bilateral and multilateral, regional and global.  That makes 

international organisations such as EBRD more prominent in terms of promoting 

growth and recovery for member countries and economies, and also make the joint 

efforts more valuable.  Also, in our case, we realise that no matter which country, you 

may have an external impact on the rest of the world, particularly those countries with 

a big impact.  So cooperation is very important.  That is why we place so much 

emphasis on it at different levels such as G20, IMF, World Bank, EBRD and so forth.  

That is very clear to us. 

 

Back to the domestic economies.  Inflation: as some of you have pointed out, and also 

as the Prime Minister pointed out, yes, about 20 years ago we had huge inflation and 

also, just before the crisis in 2006 or 2007, we also were under great inflationary 

pressure.  This time around there was also great concern about inflationary pressures, 

and this year the number one challenge is how to keep inflation, particularly inflation 

expectations, under control.  So yes, if you ask whether we are concerned about it, 

yes, we are, and we are taking measures, and formulating policies, and there is no 

debate on that.  We will use a combination, a mix of policy measures to take care of 

it.  The early signs are that inflation year-on-year is coming down a bit but quarter-to-

quarter or month-to-month inflation is still at a positive level. 

 

The question was asked, if I understand your question correctly, is it the reserve or is 

it inflation?  Do you mean the foreign exchange reserve or our reserve requirement? 

 

A SPEAKER:  Basically, if the dollar goes down heavily, you have a $3 trillion 

reserve.  Are you preparing for that? 

 

MR ZHANG TAO:   First of all, we have a constant dialogue with our US 

counterpart, and both Secretary Geithner and Chairman Bernanke repeatedly say they 

will not change their strong dollar policies, so I do not think for the moment, at least 

in the long term, the dollar will devalue to whatever level.  We also have strong 

confidence in the dollar.   
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You are right also in terms of our reserve policies, we have been pursuing 

diversification in terms of reserves and, as you noticed, we try to support international 

initiatives in terms of developing the local currency or local capital market to support 

regional trade and investment.  All these measures will somehow work as a hedge to 

the situation you describe, but obviously in the long term I have personal confidence 

in the dollar. 

 

A SPEAKER (Interpretation):  I am from Kazakhstan and I have a question for the 

Prime Minister.  You were talking about the prospects for Kazakhstan.  What sort of 

projects do you think you will be discussing these days? 

 

MR MASSIMOV (Interpretation):  I will answer that question in Russian.  You know 

we interact with the European Bank for Reconstruction and Development and we 

have been cooperating with EBRD for the last 20 years, and during the crisis this 

partnership relationship proved to be very useful and important between the 

government of Kazakhstan and the European Bank.  In the run-up to the crisis there 

was some euphoria felt to the effect that EBRD or international institutions like 

EBRD should be no more, because you do not need them to raise capital or funds.  

You can go to international markets and raise capital there.  If you do interact with the 

international capital market, you can raise funds easily but our cooperative 

arrangements with the EBRD during the crisis proved that EBRD is a very reliable 

partner and our cooperative arrangements expanded during the crisis in terms of 

borrowings made by the public sector and in terms of projects made by the European 

Bank in the private sector.  In addition to that, technical assistance issues, structural 

reforms, export advice and such like are one of the major and relevant issues for us to 

address.  

 

I can only welcome the decision by the European Bank to hold its Annual Meeting 

here in Astana, as a token of appreciation for the success of Kazakhstan under the 

leadership of the President of the country over the years of independence, and at the 

same time it demonstrates what sort of policies our government has pursued during 

the financial crisis. 
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MR BERGLÖF:   That is probably a good place to end this debate.  What we have 

seen, I think, is very different experiences but some common threads.  I mentioned the 

need for financial sector strengthening.  These are very different financial systems but 

they went through very severe shocks in the middle of the crisis which had an impact 

on fiscal balance sheets, on corporate balance sheets, and on household balance 

sheets, which need to be repaired.  We know that following any financial crisis this 

takes some time and there are many different ways of doing it, and I think the 

countries represented here have followed different paths. 

 

A word which also came out which was very much in common was “sustainability”.  

It was used in different ways.  We had this notion of safer growth, that you wanted to 

come out of this crisis wiser in terms of how you build a more stable financial system.  

Some countries, particularly China, but also Poland, I think, worry a lot about 

inflation.  The Prime Minister also mentioned inflation.  Russia has a struggle with 

inflation and has not really managed to address that issue in the crisis.  This is a 

common pattern to try to find safer and more sustainable growth. 

 

Governor Belka mentioned the need to prepare yourself to survive inside the common 

currency area.  We know that many countries experienced very severe difficulties in 

doing so in the crisis. 

 

Zhang Tao said that sustainability has a broader meaning in China, and I think 

probably in many other countries as well.  It is also about more balanced growth.  

Different parts of China and different parts of the population need to deal with the 

distributional consequences of the crisis and also of the period leading up to the crisis. 

 

Finally, sustainability also means something from the ecological point of view and 

you emphasised green growth and the need to prepare yourself for a different world, 

where perhaps the benefits that you have today from having a lot of resources, 

particularly energy resources, may not have the same weight and may actually work 

against you at some point when you are trying to deal with the challenges of climate 

change. 
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So there are many common threads but, again, very different experiences.  I am very 

grateful that you have come here today and shared his experience with us.  Thank you 

very much. 

 

(Applause) 


