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Interim Prime Minister  Arseny Yatsenyuk meets President Obama at White House,  March 2014
(White House photo)

Author’s Introduction

We must understand the history of the U.S. sponsored February 2014 Coup d’Etat which
paved the wave for the adoption of  IMF-World Bank shock treatment, namely the imposition
of devastating macro-economic reforms coupled with conditionalities. This process –imposed
by the Washington Consensus– was applied in developing countries since the 1980s, and in
Eastern Europe and in the countries of the Soviet Union starting in the early 1990s’.

Below is an the article describing the IMF reforms which I wrote in early March 2014, in the
immediate wake of the Euromaidan Coup d’Etat which was led by the two major Nazi
“parties”: Right Sektor and Svoboda, with the financial support of Washington. 

What is the End Game 

The World Bank and the IMF reforms –while establishing the ground work– are no longer the
main actors, representing the country’s creditors. 

The traditional IMF-World Bank reforms are in many regards obsolete. 

The  Neoliberal  Endgame  for  Ukraine  –resulting  from  unsurmountable  debts–  largely
attributable to military aid is the outright privatization of an entire country by Blackrock
which is a giant portfolio company controlled by powerful financial interests with extensive
leverage.

Black Rock  signed an agreement with President Zelensky in November 2022. 

The Privatization of  Ukraine was launched in  liaison  with  BlackRock’s   consulting
company  McKinsey, a public relations firm which has largely been responsible for co-
opting  corrupt  politicians  and  officials  Worldwide  not  to  mention  scientists  and
intellectuals  on  behalf  of  powerful  financial  interests.

“The Kyiv government engaged BlackRock’s consulting arm in November to determine
how best to attract that kind of capital, and then added JPMorgan in February. Ukraine
president Volodymyr Zelenskyy announced last month that the country was working
with the two financial groups and consultants at McKinsey.
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BlackRock and Ukraine’s Ministry of Economy signed a Memorandum of Understanding
in November 2022. In late December 2022, president Zelensky and BlackRock’s CEO
Larry Fink agreed on an investment strategy.

See

The NeoCons’ Proxy War “Against Ukraine”: Nuclear War is On the Table. The Privatization
of Ukraine

By Prof Michel Chossudovsky, March 05, 2024

 

 

Michel Chossudovsky, Global Research, April 27, 2024

***
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The February 23, 2014 Coup d’Etat

In the days following the Ukraine coup d’Etat of February 23, 2014 leading to the ousting of
a duly elected president, Wall Street and the IMF –in liaison with the US Treasury and the
European Commission in Brussels– had already set the stage for the outright takeover of
Ukraine’s monetary system.

The EuroMaidan protests leading up to “regime change” and the formation of an interim
government were followed by purges within key ministries and government bodies.

The Governor of the National Bank of Ukraine (NBU) Ihor Sorkin was fired on February 25th
and replaced by a new governor: Stepan Kubiv.

Stepan Kubiv is a member of Parliament of the Rightist Batkivshchyna “Fatherland” faction
in  the  Rada  led  by  the  acting  Prime  Minister  Arseny  Yatsenyuk  (founded  by  Yulia
Tymoshenko  in  March  1999).  He  previously  headed  Kredbank,  a  Ukrainian  financial
institution  largely  owned  by  EU  capital,  with  some 130  branches  throughout  Ukraine.
Ukraine Central Bank Promises Liquidity To Local Banks, With One Condition, (Zero Hedge,
February 27, 2014).

Kubic  is  no  ordinary  bank  executive.  He  was  one  of  the  first  field  “commandants”  of  the
EuroMaidan riots alongside Andriy Parubiy co-founder of the Neo-Nazi Social-National Party
of Ukraine (subsequently renamed Svoboda) and Dimitry Yarosh, leader of the Right Sector
Brown Shirts (centre in image below) , which now has the status of a political party. 

 

 

http://www.zerohedge.com/news/2014-02-27/ukraine-central-bank-promises-liquidity-local-banks-one-condition
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Kubiv was in the Maidan square addressing protesters on February 18, at the very moment
when armed Right Sector thugs under the helm of Dmitry Yarosh (image above, centre)
were raiding the parliament building.

The Establishment of an Interim Government

A  few  days  later,  upon  the  establishment  of  the  interim
government, Stepan Kubiv was put in charge of negotiations with Wall Street and the IMF.

The new Minister of Finance Aleksandr Shlapak [left] is a political crony of Viktor Yushchenko
–a long-time protegé of the IMF who was spearheaded into the presidency following the
2004 “Colored Revolution”. Shlapak held key positions in the office of the presidency under
Yushchenko as well as at the National Bank of Ukraine (NBU). In 2010, upon Yushchenko’s
defeat,  Aleksandr  Shlapak  joined  a  shadowy  Bermuda  based  offshore  financial  outfit  IMG
International Ltd (IMG), holding the position of Vice President. Based in Hamilton, Bermuda,
IMG specialises in “captive insurance management”, reinsurance and “risk transfer.”

Minister of Finance Aleksandr Shlapak  works in close liaison with Pavlo Sheremeto, the
newly appointed Minister of Economic Development and Trade, who upon his appointment
called  for  “deregulation,  fully  fledged  and  across  the  board”,  requiring  –as  demanded  in
previous negotiations by the IMF– the outright elimination of subsidies on fuel, energy and
basic food staples.

Another key appointment is that of Ihor Shvaika [right], a member of the Neo-Nazi Svoboda

http://www.globalresearch.ca/wp-content/uploads/2014/03/dmytroyarosh.jpg
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Party, to the position of Minister of Agrarian Policy and Food. Headed
by an avowed follower of World War II Nazi collaborator Stepan Bandera [see image below],
this ministry not only oversees the agricultural sector, it also decides on issues pertaining to
subsidies and the prices of basic food staples.  

The new Cabinet has stated that the country is prepared for socially “painful” but necessary
reforms.  In  December  2013,  a  20  billion  dollar  deal  with  the  IMF  had  already  been
contemplated alongside the controversial EU-Ukraine Association Agreement. Yanukovych
decided to turn it down.

One of the requirements of  the IMF was that “household subsidies for gas be reduced once
again by 50%”.

“Other  onerous  IMF  requirements  included  cuts  to  pensions,  government
employment, and the privatization (read: let western corporations purchase) of
government assets and property. It is therefore likely that the most recent IMF
deal currently in negotiation, will include once again major reductions in gas
subsidies, cuts in pensions, immediate government job cuts, as well as other
reductions in social spending programs in the Ukraine.” (voice of russia.com
March 21, 2014)

Economic Surrender: Unconditional Acceptance of IMF Demands by a Puppet
Government

Shortly after his instatement, the interim (puppet) prime minister Arseny Yatsenyuk casually
dismissed the need to negotiate with the IMF. Prior to the conduct of negotiations pertaining
to a draft agreement,

http://www.globalresearch.ca/wp-content/uploads/2014/03/shvaika.png
http://voiceofrussia.com/uk/news/2014_03_21/Ukraines-economic-crisis-Who-benefits-Who-pays-2562/


| 6

 

Yatsenyuk had already called for an unconditional acceptance of the IMF package: “We have
no other choice but to accept the IMF offer”.

[Neo Nazi Svoboda Party glorify World War II Nazi Collaborator Stepan Bandera]

Yatsenyk  intimated  that  Ukraine  will  “accept  whatever  offer  the  IMF  and  the  EU  made”
(voice  of  russia.com  March  21,  2014)

In surrendering to the IMF, Yatsenyuk was fully aware that the proposed reforms would
brutally impoverish millions of people, including those who protested in Maidan.

The actual timeframe for the implementation of the IMF’s “shock therapy” has not yet been
firmly established. In all likelihood, the regime will attempt to delay the more ruthless social
impacts  of  the  macroeconomic  reforms  until  after  the  May  25  presidential  elections
(assuming that these elections will take place).

The text of the IMF agreement is likely to be detailed and specific, particularly with regard to
State assets earmarked for privatization.

Henry Kissinger and Condoleeza Rice, according to Bloomberg are among key individuals in
the  US  who  are  acting  (in  a  non-official  capacity)  in  tandem  with  the  IMF,  the  Kiev
government,  in  consultation  with  the  White  House  and   the  US  Congress.

The IMF Mission to Kiev

Immediately upon the instatement of the new Finance Minister and NBU governor, a request

http://www.globalresearch.ca/wp-content/uploads/2014/03/bandera.jpg
http://voiceofrussia.com/uk/news/2014_03_21/Ukraines-economic-crisis-Who-benefits-Who-pays-2562/
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was submitted to the IMF’s Managing director . An
IMF  fact  finding  mission  headed  by  the  Director  of  the  IMF’s  European  Department  Rez
Moghadam  was  rushed  to  Kiev:

“I  am  positively  impressed  with  the  authorities’  determination,  sense  of
responsibility  and  commitment  to  an  agenda  of  economic  reform  and
transparency. The IMF stands ready to help the people of Ukraine and support
the  authorities’  economic  program.”  Press  Release:  Statement  by  IMF
European  Department  Director  Reza  Moghadam  on  his  Visit  to  Ukraine

A week later,  on March 12, 2014 Christine Lagarde, met the interim Prime Minister of
Ukraine Arseniy Yatsenyuk at IMF headquarters in Washington. Lagarde reaffirmed the IMF’s
commitment:

“[to putting Ukraine back] on the path of sound economic governance and
sustainable growth, while protecting the vulnerable in society. … We are keen
to  help  Ukraine  on  its  path  to  economic  stability  and  prosperity.”(Press
Release: Statement by IMF Managing Director Christine Lagarde on Ukraine

The above statement is wrought with hypocrisy. In practice, the IMF does not wield “sound
economic  governance”  nor  does  it  protect  the  vulnerable.  It  impoverishes  entire
populations, while providing “prosperity” to a small corrupt and subservient political and
economic elite.

IMF  “economic  medicine”  while  contributing  to  the  enrichment  of  a  social  minority,
invariably triggers economic instability and mass poverty, while providing a “social safety
net”  to  the  external  creditors.  To  sell  its  reform  package,  the  IMF  relies  on  media
propaganda as well as persistent statements by “economic experts” and financial analysts
which provide authority to the IMF’s macroeconomic reforms.

The unspoken objective behind IMF interventionism is to destabilize sovereign governments
and literally break up entire national economies. This is achieved through the manipulation
of  key  macroeconomic  policy  instruments  as  well  as  the  outright  rigging  of  financial
markets,  including  the  foreign  exchange  market.

To reach its unspoken goals, the IMF-World Bank –often in consultation with the US Treasury
and the State Department–, will exert control over key appointments including the Minister
of Finance, the Central  Bank governor as well  as senior officials in charge of the country’s
privatization program. These key appointments  will  require  the (unofficial)  approval  of  the
“Washington Consensus” prior to the conduct of negotiations pertaining to a multibillion IMF
bailout agreement.

http://www.globalresearch.ca/wp-content/uploads/2014/03/lagardeatdavos-2013.jpg
http://www.imf.org/external/np/sec/pr/2014/pr1487.htm
http://www.imf.org/external/np/sec/pr/2014/pr1487.htm
http://www.imf.org/external/np/sec/pr/2014/pr1493.htm
http://www.imf.org/external/np/sec/pr/2014/pr1493.htm
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Beneath the rhetoric, in the real World of money and credit, the IMF has several related
operational objectives:

1)  to facilitate the collection of  debt servicing obligations,  while ensuring that  the
country remains indebted and under the control of its external creditors.

2) to exert on behalf of the country’s external creditors full control over the country’s
monetary policy, its fiscal and budgetary structures,

3) to revamp social programs, labor laws, minimum wage legislation, in accordance with
the interests of Western capital

4) to deregulate foreign trade and investment policies, including financial services and
intellectual property rights,

5) to implement the privatization of key sectors of the economy through the sale of
public assets to foreign corporations.

6) to facilitate the takeover by foreign capital (including mergers and acquisitions) of
selected privately owned Ukrainian corporations.

7) to ensure the deregulation of the foreign exchange market.

While the privatization program ensures the transfer of State assets into the hands of
foreign  investors,  the  IMF  program  also  includes  provisions  geared  towards  the
destabilization  of  the  country’s  privately  owned  business  conglomerates.  A  concurrent
“break  up”  plan  entitled  “spin-off”  as  well  as  a  “bankruptcy  program”  are  often
implemented with a view to triggering the liquidation, closing down or restructuring of a
large number of nationally owned private and public enterprises.

The “spin off” procedure –which was imposed on South Korea under the December 1997 IMF
bailout agreement– required the break up of several of Korea’s powerful chaebols (business
conglomerates) into smaller corporations, many of which were then taken over by US, EU
and  Japanese  capital..  Sizeable  banking  interests  as  well  highly  profitable  components  of
Korea’s  high  tech  industrial  base  were  transferred  or  sold  off  at  rock  bottom  prices  to
Western capital. (Michel Chossudovsky, The Globalization of Poverty and the New World
Order, Global Research, Montreal, 2003, Chapter 22).

These staged bankruptcy programs ultimately seek to destroy national capitalism. In the
case of  Ukraine,  they would  selectively  target  the  business  interests  of  the  oligarchs,
opening the door for the takeover of a sizeable portion of Ukraine’s private sector by EU and
US corporations. The conditionalities contained in the IMF agreement would be coordinated
with those contained in the controversial  EU-Ukraine Association agreement,  which the
Yanukovych government refused to sign.

Ukraine’s Spiraling External Debt

Ukraine’s external debt is of the order of $140 billion.

In consultations with the US Treasury and the EU, the IMF aid package is to be of the order
of 15 billion dollars. Ukraine’s outstanding short-term debt is of the order of $65 billion,
more than four times the amount promised by the IMF.

https://store.globalresearch.ca/store/the-globalization-of-poverty-and-the-new-world-order/
https://store.globalresearch.ca/store/the-globalization-of-poverty-and-the-new-world-order/
https://store.globalresearch.ca/store/the-globalization-of-poverty-and-the-new-world-order/
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The Central Bank’s foreign currency reserves have literally dried up. In February, according
to the NUB, Ukraine’s foreign-currency reserves were of the order of a meagre US$13.7
billion, its Special Drawing Rights with the IMF were of the order of US$16.1 million, its gold
reserves  US$1.81  billion.  There  were  unconfirmed  reports  that  Ukraine’s  gold  had  been
confiscated and airlifted to New York, for “safe-keeping” under the custody of the New York
Federal Reserve Bank.

Under the bailout, the IMF –acting on behalf of Ukraine’s US and EU creditors– lends money
to Ukraine which is already earmarked for debt repayment. The money is transferred to the
creditors. The loan is “fictitious money”. Not one dollar of this money will enter Ukraine.

The package is not intended to support economic growth. Quite the opposite: Its main
purpose is to collect the outstanding short term debt, while precipitating the destabilization
of Ukraine’s economy and financial system.

The fundamental principle of usury is that the creditor comes to the rescue of the debtor: “I
cannot pay my debts, No problem my son, I will lend you the money and with the money I
lend you, you will pay me back”.

The rescue rope thrown to Kiev by the IMF and the European Union is in reality
a ball and chain. Ukraine’s external debt, as documented by the World Bank,
increased tenfold in ten years and exceeds 135 billion dollars. In interests
alone, Ukraine must pay about 4.5 billion dollars a year. The new loans will
only serve to increase the external debt thus obliging Kiev to “liberalize” its
economy even more, by selling to corporations what remains to be privatized.
Ukraine,  IMF “Shock Treatment” and Economic Warfare By Manlio Dinucci,
Global Research, March 21, 2014

Under the IMF loan agreement, the money will not enter the country, It will be used to
trigger the repayment of outstanding debt servicing obligations to EU and US creditors. In
this regard, according to the Bank for International Settlements (BIS)”European banks have
more than $23 billion in outstanding loans in Ukraine.” Ukraine Facing Financial Instability
But IMF May Help Soon – Spiegel Online, February 28, 2014

What are the “benefits” of an IMF package to Ukraine?

According to IMF’s managing director Christine Lagarde the bailout is intended to address
the issue of poverty and social inequality. In actuality what it does is to increase the levels
of indebtedness, while essentially handing over the reins of macro-economic reform and
monetary policy to the Bretton Woods Institutions, acting on behalf of Wall Street.

The bailout agreement will include the imposition of drastic austerity measures which in all
likelihood will trigger further social chaos and economic dislocation. It’s called “policy based
lending”, namely the granting of money earmarked to reimburse the creditors, in exchange
for the IMF’s “bitter economic medicine” in the form of a menu of neoliberal policy reforms.
“Short-term pain for long term gain” is the motto of the Washington based Bretton Woods
institutions.

Loan “conditionalities” will be imposed –including drastic austerity measures– -which will
serve to impoverish the Ukrainian population beyond bounds in a country which has been
under  IMF  ministrations  for  more  than  20  years.  While  the  Maidan  movement  was

http://www.globalresearch.ca/ukraine-the-imf-and-economic-warfare/5374564
http://www.globalresearch.ca/author/manlio-dinucci
http://www.spiegel.de/international/europe/ukraine-facing-financial-instability-but-imf-may-help-soon-a-956353.html
http://www.spiegel.de/international/europe/ukraine-facing-financial-instability-but-imf-may-help-soon-a-956353.html
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manipulated, tens of thousands of people protested they wanted a new life, because their
standard of living had collapsed as a result of the neoliberal policies applied by successive
governments, including that of president Yanukovych. Little did they realize that the protest
movement supported by Wall Street, the US State Department and the National Endowment
for  Democracy  (NED)  was  meant  to  usher  in  a  new  phase  of   economic  and  social
destruction.

History of IMF Ministrations in Ukraine

In 1994 under the presidency of Leonid Kuchma, an IMF package was imposed on Ukraine.
Viktor Yushchenko –who later became president following the 2004 Colored Revolution– had
been appointed head of the newly-formed National Bank of Ukraine (NBU). Yushchenko was
praised  by  the  Western  financial  media  as  a  “daring  reformer”;  he  was  among  the  main
architects  of  the  IMF’s  1994  reforms  which  served  to  destabilize  Ukraine’s  national
economy. When he ran in the 2004 elections against Yanukovych, he was supported by
various foundations including the National Endowment for Democracy (NED). He was Wall
Street’s preferred candidate.

Ukraines’  1994  IMF  package  was  finalized  behind  closed  doors  at  the  Madrid  50  years
anniversary Summit of the Bretton Woods institutions. It required the Ukrainian government
to abandon State controls over the exchange rate leading to an massive collapse of the
currency.  Yushchenko  played  a  key  role  in  negotiating  and  implementing  the  1994
agreement as well  as creating a new Ukrainian national  currency,  which resulted in a
dramatic plunge in real wages:.

Yushchenko as Head of the Central Bank was responsible for deregulating the
national currency under the October 1994 “shock treatment”:

The price of bread increased overnight by 300 percent,
electricity prices by 600 percent,
public transportation by 900 percent.
the standard of living tumbled

According to the Ukrainian State Statistics Committee, quoted by the IMF, real
wages in 1998 had fallen by more than 75 percent in relation to their 1991
level.(http://www.imf.org/external/pubs/ft /scr/2003/cr03174.pdf )

Ironically,  the  IMF  sponsored  program  was  intended  to  alleviate  inflationary
pressures:  it  consisted in  imposing “dollarised” prices on an impoverished
population with earnings below ten dollars a month.

Combined  with  the  abrupt  hikes  in  fuel  and  energy  prices,  the  lifting  of
subsidies and the freeze on credit contributed to destroying industry (both
public and private) and undermining Ukraine’s breadbasket economy.

In  November  1994,  World  Bank  negotiators  were  sent  in  to  examine  the
overhaul of Ukraine’s agriculture. With trade liberalization (which was part of
the economic package), US grain surpluses and “food aid” were dumped on
the domestic market, contributing to destabilizing one of the World’s largest
and  most  productive  wheat  economies,  (e.g.  comparable  to  that  of  the
American Mid West). Michel Chossudovsky IMF Sponsored “Democracy” in The
Ukraine, Global Research, November 28, 2004, emphasis added)

The IMF-World Bank had destroyed Ukraine’s ‘bread basket”.

http://www.imf.org/external/pubs/ft/scr/2003/cr03174.pdf
http://www.globalresearch.ca/imf-sponsored-democracy-in-the-ukraine-2/5360920
http://www.globalresearch.ca/imf-sponsored-democracy-in-the-ukraine-2/5360920
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By 1998, the deregulation of  the grain market,  the hikes in the price of  fuel  and the
liberalisation of trade resulted in a decline in the production of grain by 45 percent in
relation to its 1986-90 level. The collapse in livestock production, poultry and dairy products
was even more dramatic.  (See http://www.imf.org/external/pubs/ft/scr/2003/cr03174.pdf).
The cumulative decline in GDP resulting from the IMF sponsored reforms was in excess of 60
percent  from 1992 to 1995.

The World Bank: Fake Poverty Alleviation

The World Bank has recently acknowledged that Ukraine is a poor country. (World Bank,
Ukraine Overview, Washington DC, updated February 17, 2014):

“Evidence shows Ukraine is facing a health crisis, and the country needs to
make urgent  and extensive measures to its  health system to reverse the
progressive deterioration of citizens’ health. Crude adult death rates in Ukraine
are higher than its immediate neighbors, Moldova and Belarus, and among the
highest not only in Europe, but also in the world.”

What the report fails to mention is that the Bretton Woods institutions –through a process of
economic engineering– played a central role in precipitating the post-Soviet collapse of the
Ukrainian  economy.  The  dramatic  breakdown  of  Ukraine’s  social  programs  bears  the
fingerprints  of  the  IMF-World  Bank  austerity  measures  which  included  the  deliberate
underfunding  and  dismantling  of  the  Soviet  era  health  care  system.

With regard to agriculture, the World Bank points to Ukraine’s “tremendous agricultural
potential” while failing to acknowledge that the Ukraine bread-basket was destroyed as part
of a US-IMF-World Bank package. According to the World Bank: “This potential has not been
fully exploited due to depressed farm incomes and a lack of  modernization within the
sector.”

“Depressed farm incomes” are not “the cause” they are the “consequence” of the IMF-
World Bank Structural Adjustment Program. In 1994, farm incomes had declined by the
order of 80% in relation to 1991, following the October 1994 IMF program engineered by
then NUB governor Viktor Yushchenko.  Immediately following the 1994 IMF reform package,
the World Bank implemented (in  1995) a private sector  “seed project”  based on “the
liberalization of seed pricing, marketing, and trade”. The prices of farm inputs increased
dramatically leading to a string of agricultural bankruptcies. Projects : Agricultural Seed
Development Project | The World Bank, Washington DC, 1995.

The IMF’s 2014 “Shock and Awe” Economic Bailout

While the conditions prevailing in Ukraine today are markedly different to those applied in
the 1990s, it should be understood that the imposition of a new wave of macro-economic
reforms (under strict IMF policy conditionalities) will serve to impoverish a population which
has already been impoverished.

In other words, the IMF’s 2014 “Shock and Awe” constitutes the “final blow” in a sequence
of IMF interventions spreading over a period of more than 20 years, which have contributed
to destabilizing the national economy and impoverishing Ukraine’s population. We are not
dealing with a Greece Model Austerity Package as some analysts have suggested. The
reforms slated for Ukraine will be far more devastating.

http://www.imf.org/external/pubs/ft/scr/2003/cr03174.pdf
http://www.worldbank.org/en/country/ukraine/overview
http://www.worldbank.org/projects/P009117/agricultural-seed-development-project?lang=en
http://www.worldbank.org/projects/P009117/agricultural-seed-development-project?lang=en
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Preliminary information suggests that IMF bailout will provide an advance of $2-billion in the
form of a grant to be followed by a subsequent loan of $11 billion. The European Investment
Bank (EIB) will provide another 2 billion, for a total package of around $15 billion. (See Voice
of Russia, March 21, 2014)

Drastic Austerity Measures

The Kiev government has announced that the IMF requires a 20% cut in Ukraine`s national
budget, implying drastic cuts in social programs, coupled with reductions in the wages of
public employees, privatisation and the sale of state assets. The IMF has also called for a
“phase out” of energy subsidies, and the deregulation of the foreign exchange markets.
With  unmanageable  debts,  the  IMF  will  also  impose  the  sell  off  and  privatisation  of  major
public assets as well as the takeover of the national banking sector.

The new government pressured by the IMF and World Bank have already announced that
old aged pensions are to be curtailed by 50 %. In a  timely February 21 release, the World
Bank had set the guidelines for old age pension reform in the countries of “Emerging Europe
and Central Asia” including Ukraine. In an utterly twisted logic,  “Protecting the elderly” is
carried  out  by  slashing  their  pension  benefits,  according  to  the  World  Bank.  (World  Bank,
Significant  Pension  Reforms  Urged  in  Emerging  Europe  and  Central  Asia,  Washington  Dc,
February 21, 2014)

Given the absence of a real government in Kiev, Ukraine’s political handlers in the Ministry
of Finance and the NUB will obey the diktats of Wall Street: The IMF structural adjustment
loan agreement for Ukraine will be devastating in its social and economic impacts.

Elimination of Subsidies

Pointing to “market distorted energy subsidies”, price deregulation has been a longstanding
demand from both IMF-World Bank. The price of energy had been kept relatively low during
the Yanukovych government largely as a result of the bilateral agreement with Russia,
which provided Ukraine with low cost gas in exchange for Naval base lease in Sebastopol.
That agreement is now null and void. It is also worth noting that the government of Crimea
has announced that  it  would  take over  ownership  of  all  Ukrainian state  companies  in
Crimea, including the Black Sea natural gas fields.

The Kiev interim government has intimated that Ukraine’s retail gas prices would have to
rise by 40% “as part of economic reforms needed to unlock loans from the International
Monetary  Fund”.  This  announcement  fails  to  address  the  mechanics  of  full  fledged
deregulation which under present circumstances could lead to increases in energy prices in
excess of 100 percent.

It is worth recalling, in this regard, that Peru in August 1991 had set the stage for “shock
treatment” increases in energy prices when gasoline prices in Lima shot up overnight by
2978% (a 30 fold increase). In 1994 as part of the agreement between the IMF and Leonid
Kuchma, the price of electricity flew up over night by 900 percent.

“Enhanced Exchange Rate Flexibility”

One of  the  central  components  of  IMF  intervention  is  the  deregulation  of  the  foreign
exchange  market.  In  addition  to  massive  expenditure  cuts,  the  IMF  program requires
“enhanced exchange rate  flexibility”  namely  the removal  of  all  foreign exchange controls.

http://voiceofrussia.com/uk/news/2014_03_21/Ukraines-economic-crisis-Who-benefits-Who-pays-2562/
http://voiceofrussia.com/uk/news/2014_03_21/Ukraines-economic-crisis-Who-benefits-Who-pays-2562/
http://www.worldbank.org/en/news/feature/2014/02/21/changing-demographics-call-for-urgent-pension-reforms-in-europe-and-central-asia
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Ukraine:  Staff  Report  for  the  2012  Article  IV  Consultation,  See  also
http://www.imf.org/external/pubs/ft/scr/2012/cr12315.pdf.

Since the outset of the Maidan protest movement in December 2013, foreign exchange
controls were instated with a view to supporting the hyrvnia and stemming the massive
outflow of capital.

The IMF sponsored bailout  will literally ransack the foreign currency reserves held by the
National Bank of Ukraine (NBU). Enhanced exchange rate flexibility under IMF guidance has
been endorsed by the new NBU governor Stepan Kubic. Without virtually no forex reserves,
exchange  rate  flexibility  is  financial  suicide:  it  opens  the  door  to  speculative  short-selling
transactions (modelled on the 1997 Asian crisis) directed against the Ukraine’s currency, the
hrynia.

Institutional speculators, which include major Wall Street and European Banks as well as
hedge funds have already positioned themselves.  Manipulation in the forex markets is
undertaken  through  derivative  trade.  Major  financial  institutions  will  have  detailed  inside
information with regard to Central Bank policies which will enable them to rig the forex
market.

Under  a  flexible  exchange  rate  system,  the  Central  Bank  does  not  impose  restrictions  on
forex transactions. The Central Bank can however decide –under advice from the IMF– to
counter the speculative onslaught in the forex market, with a view to maintaining the parity
of the Ukrainian hryvnia. Without the use of exchange controls, this line of action requires
Ukraine’s central bank (in the absence of forex reserves) to prop up an ailing currency with
borrowed money, thereby contributing to exacerbating the debt crisis.

[the graph below indicates a decline of the hryvnia against the US $ of  more than 20% over a six
months period] 

USD- UA Hryvnia Exchange Rate  (120 days)

Source themoneyconverter.com

It  is  worth  recalling  in  this  regard  that  Brazil  in  November  1998  had  received  a
precautionary bailout  loan from the IMF of  the order  of  40 billion dollars.  One of  the
conditions of the loan agreement, however, was the complete deregulation of the forex
market. This loan was intended to assist the Central Banking in maintaining the parity of the
Brazilian real. In practice it spearheaded Brazil into a financial crash in February 1999.

http://www.imf.org/external/pubs/cat/longres.aspx?sk=40118.0
http://www.imf.org/external/pubs/ft/scr/2012/cr12315.pdf
http://www.globalresearch.ca/wp-content/uploads/2014/03/ukraine-USD-UAH.gif
http://themoneyconverter.com/USD/UAH.aspx
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The Brazilian government had accepted the conditionalities. Marred by capital flight of the
order of 400 million dollars a day, the money granted under the IMF loan –which was
intended to prop up Brazil’s central banks reserves– was plundered in a matter of months.
The IMF loan agreement to Brasilia enabled the institutional speculators to buy time. Most of
the money under the IMF loan was appropriated in the form of speculative gains accruing to
major financial institutions.

With regard to Ukraine, enhanced exchange flexibility spells disaster. Contrary to Brazil, the
Central Bank has no forex reserves which would enable it to defend its currency. Where
would the NBU get the borrowed forex reserves? Most of the funds under the proposed IMF-
EU  rescue  package  are  already  earmarked  and  could  be  used  to  effectively  defend  the
hrynia against “short-selling” speculative attacks in the currency markets. The most likely
scenario is that the hrynia will experience a major decline leading to significant hikes in the
prices of essential commodities, including food, fuel and transportation.

Were the Central Bank able to use borrowed reserves to prop up the hrynia, this borrowed
money would be swiftly reappropriated, handed over to currency speculators on a silver
platter. This scenario of propping up the national currency using borrowed forex reserves 
(i.e.  Brazil  in  1998-99)   would,  however,  contribute  in  the  short-term  to  staving  off  an
immediate  collapse  of  the  standard.

This  procedure provides “extra time” to the speculators,  who are busy plundering the
Central Bank’s (borrowed) currency reserves. It also enables the interim government to
postpone the worst impacts of the IMF’s “enhanced exchange rate flexibility” to a later date.

When  the  borrowed  hard  currency  reserves  of  the  Central  Bank  run  out  –i.e.  in  the
immediate aftermath of the May 25 presidential elections–  the value of hrynia will plunge
on the forex market, which in turn will trigger a dramatic collapse in the standard of living.
Coupled with the demise of bilateral economic relations with Russia pertaining to the supply
of natural gas to Ukraine, energy prices are also slated to increase dramatically.

Neoliberalism  and  neo-Nazi  ideology  join  hands:  Repressing  the  Protest

Movement against the IMF

With Svoboda and Right Sector political appointees in charge of national security and the
armed  forces,  a  real  grassroots  protest  movement  directed  against  the  IMF’s  deadly
macroeconomic reforms, will in all likelihood be brutally repressed by the Right Sector’s
“brown shirts” and the National Guard paramilitary led by Dmitri Yarosh [right image, center
with the microphone], on behalf of Wall Street and the Washington consensus.

In recent developments,  Right Sector Dmitry Yaroch has declared his candidacy in the
upcoming presidential elections. (Popular support for the Yaroch is less than 2%).

http://www.globalresearch.ca/wp-content/uploads/2014/03/dmytroyarosh.jpg
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“Russia  put  Yarosh on an international  wanted list  and charged him with
inciting terrorism after he urged Chechen terrorist  leader Doku Umarov to
launch  attacks  on  Russia  over  the  Ukrainian  conflict.  The  ultra-nationalist
leader has also threatened to destroy Russian pipelines on Ukrainian territory.”
(RT, March 22, 2014)

Meanwhile,  Ukraine’s  State  prosecutor  who  also  belongs  to  the  Neo-Nazi  faction,  has
implemented procedures which prevent the holding of public rallies and protests directed
against the interim government.
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