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HOUSING AND UTILITIES REORGANIZATION IN THE GRYAZOVETS RAION
EVALUATION AND REPORT ON IMPLEMENTATION

INTRODUCTION

The Market-Onented Farm Support ActIVIty (MOFSA) In Vologda, RussIa, IS workIng In the
rural areas of the Cherepovets and Gryazovets R.a1ons (CountIes) With support from the
U S Agency for International Development There are two components ofthe project,
agnbusmess development and rural SOCial servIces Improvement, the latter Includmg
Improvement of rural housmg and utIlitIes services Work began m Apnl 1996, and IS expected
to be completed m early 1998

Ongmally, the plan for assistance m the Gryazovets Raton (whose total populatIon IS about
47,000) was to Improve the management skIlls ofthe Raton housmg and utlhtIes managers
Dunng field work m 1996 by the CastIllo Company and the MOFSA staff, mcludmg the RUSSian
SOCial planner counterpart, they concluded that the better approach would be to reorgaIllze the
way ofproVldmg hOUSing and utlhtles servIces The Raton Head ofAdmlmstratIon concurred
and the "RatIonalized Model for HOUSing and UtIhty Services," prepared by staffand
consultants, was presented to the R.a1on m December 1996 The ongmal schedule for
ImplementatIOn called for preparatIon and adoptIon ofleglslatIon and regulatIons by February 1,
1997, to be followed by transfers of authonty over assets m October 1997 The Deputy Head of
AdmlmstratIon for Housmg and UtIhtIes, whose retIrement Will take effect m May 1997, has not,
however, been supportIve ofthe plan and as ofthe tIme ofthls proJect, Apnl3-May 8, 1997,
none of the scheduled actIons had taken place On Apnl 14, 1997, the appomted mayor of the
City of Gryazovets was promoted to the posItIon ofFrrst Deputy Head ofthe R.a1on and Will have
responSibilIty for housmg and utIlIties HIs cOmmitment to the new plan IS strong

The task ofthe Mumclpal Management AdVIsor, under a subcontract between the NatIonal
Academy ofPubhc AdnumstratlOn and Chemomcs, mcluded revlewmg and evaluatIng the
Model, asslstmg m ImplementatIon, preparmg and conductIng a workshop for offiCials ofthe
Rmon, and reportmg on the results aclueved The task was carned out between Apnl 3 and May
8,1997 Three field VISits were made to Gryazovets located about 25 mIles from Vologda on the
Moscow Road (Moscow IS about 250 mIles further south) The purpose ofthe VISits was to
reVIew present support for the Model, Idennfy needed assistance m Implementanon and to make
plans for a trammg program I was accompaIlled on these VISits by either Ron Schremer,
MOFSA SOCial Planner or hIs RUSSian counterpart, Konstantm Efremov, or both The two-day

2



trammg program was held m Gryazovets May 6 and 7 WIth semor MOFSA staff, I also met
WIth the Deputy Governor of the Vologda Ooblast, Anatoly Tak, and heads of the Oblast
departments of economIC development and property admimstratlOn PnvatIzmg of hOUSlllg and
lowenng government spendmg on both houSlllg and utlhtles were stressed as major goals ofthe
Oblast MOFSA staffpresented the Gryazovets Model as one that could be applIed throughout
the Oblast

STATEMENT OF THE PROBLEM

CondItIOns m RussIa

Accordmg to a recent Russian FederatIon whIte paper, lack of adequate housmg and water
supphes are acute problems In RUSSia The average floor space per person IS 18 1 square meters
(about 200 square feet) and IS far less than that m more than halfof the country In rural areas
70-80 percent ofthe hOUSIng stock has no runmng water, sewage systems or central heatIng
Where there are central water systems, the water usage IS not metered and IS used In prodigiOUS
quantltles about twice as much water IS used per Capita as m other developed countrIes The
water supply IS hIghly polluted Fifteen percent ofall famthes m 1995 were on Watling hsts for
housmg yet only eight percent ofthat number were accommodated

Other SOCial and econOffilC Indicators are not encouragIng The populatlon has been decreasmg,
even though about 60 percent ofthe losses from natural declme have been made up by
mumgratIon ofethnic RUSSians from the former Soviet Repubhcs Real mcomes have been
droppmg steadIly, mcludmg a 13 percent drop In 1995 Sales offoodstuffs are down over fifty
percent from the levels of 1990, although food outlays have begun to Increase Nearly 25 percent
ofthe population had mcomes below the subSistence level Labor resources contInue to declIne
and 36 percent ofthose who are employed receive wages below subSistence levels Iromcally
perhaps, remuneratIOn from bUSIness and other actiVIty now exceeds that from labor

Housmg and Utlhtles OrganIzatIOn m RUSSia and Gtyazovets

ApproxImately 40 percent ofthe housmg In RUSSIa under the old system was owned by state
enterpnses Under pressure from the RUSSian FederatIon, whIch IS beIng prodded by outside
lenders such as the World Bank, housmg as well as utilIty assets have In large part been turned
over to local governments by the enterpnses In the case ofGryazovets Raton, hOUSIng and
utIbtles owned by the large collectIve farms have now been transferred to the Raton government
The housmg apartments are generally In poor repatr and common grounds are not matntaIned
User fees charged by the collectIve farms for hOUSIng and utlbtIes were nomInal In the past, the
costs beIng considered for the most part as labor costs, thIs has made It dIfficult for the Raton
authontles to raIse charges to fully cover costs UtIlItIes Include heat and hot water from central
plants---plped above ground---as well as the more commonly prOVIded water, sewer, and
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electnclty Except for electrIcity, there are no meters for the utlhtles, and, because of the way the
housmg IS bUllt, It IS Impractical to Install them, the sIngle user fees for both utlhtles and hOUSIng
IS based on the amount of space beIng occupIed HOUSIng reSidents In Gryazovets pay, on
average, about one thIrd of the costs of provIdIng hOUSIng and utIhtIes servIces Makmg Up for
the shortfall accounts for 20 to 30 percent of the Raton budget and as local government IS
subSidized by the Ooblast and the RUSSIan FederatIon

In the Gryazovets Raton, 16 rural adnumstrations that are urnts of the Raton government serve
Villages rangIng In SIZe from 444 to 2,175 Each has created a hOUSIng and utIhty authonty to
manage assets transferred from the collectIve farms

Pnvatlzatlon ofhOUSIng contlnues to be a goal m both RUSSia and Gryazovets In the RUSSIan
system this has meant that the murnclpahty sells the urnt only, but not an mterest In the shell or
the common areas Thus a typiCal bwldmg has both owners and tenants Generally about 30
percent ofall umts have been pnvatlzed smce 1992, but the process now has stagnated As
tenants have many nghts, mcludmg that ofpassmg the urnt on to therr chIldren, and as there IS

VIrtually no chance ofbemg eVicted, RUSSians presently do not see a benefit In becommg owners,
partIcularly as It means becommg responsible for both mamtenance and taxes In any event, the
accepted goal for pnvatlzatlon m RUSSia IS 70 percent ofthe umts, the balance would contmue to
be publIcly owned m order to meet other SOCial goals such as housmg for veterans and other
groups The federal constItutIOn hrntts housmg and utlbtles charges to 15 reSIdents' mcome, at
present thIs figure IS more a goal than a constraInt

GOALS AND OBJECTIVES

The goal ofthe proposed reorgamzatlon IS to reduce the cost to the government ofprOVIdIng
housmg and utlhtIes serVIces It would do this through 1) abobshmg the sIXteen rural housmg
and utlhtles authontIes and transfemng therr functlons to a central agency, 2) creatlng a cost­
competltIve enVIronment by de-monopobzmg (pnvatlzmg) publIcly prOVIded utIbtles and
housmg mamtenance servIces, and 3) fostenng householder assoclatlons to manage mamtenance
and, mdrrectly, to encourage further pnvatIzatIon

ReorgamzatIon

The Model proposes transfemng control from the decentralized local housmg and utIlIty
authontIes, whIch would cease to eXist, to a quasI-governmental "mumcipal enterpnse" to be
created by the Raton It IS to be called the SerVIce Center-m the Model It was ongmally called
the Central Purchasmg Office--and IS patterned after a serVIce center establIshed for the City of
Gryazovets (population 16,000) m 1994 As the latter IS also a Raton-founded unIt, It Will, m
effect, be expandmg Its charter to cover the entire JunsdIctIon. The change would not affect
ownershIp of the housmg and utIhtles, whIch now, and m the future, rests With the Raton
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government The RaIOn WIll provIde oversIght through the office of the hOUSIng and utIlItIes
dIrectorate, fInance and other departments, and a property conumttee The RaIon WIll contInue
to prOVIde fundIng as necessary to make up shortfalls In revenue and for capItal Improvements
The ServIce Center IS to add InspectIOn and Cleanng Centers (I/CCs) responsIble for the
1Ospectlon ofproperty, baIson WIth the resIdents and collectIon of user fees

The purposes ofthe centralIzatIon of hous1Og and utIlity services are to allow the ~on, ihrough
the ServIce Center, to Improve the quality of personnel, gam control over cash flow, set more

umform tanffs and fees, and allow for Raton-WIde planmng and unproved annual and capItal
budgetmg The ServIce Center concept Will also make pOSSIble a large enough number of uruts

to encourage bIddmg for mamtenance contracts It Will be better able to make bulk purchases
than the smaller authontles It IS replacmg

De-monopobzatlon (PnvatlzatIon) ofPubbc Services

The eXistIng City Service Center contracts for maIntenance services from three other murnclpal
enterpnses Vodocanal for sewage and water, Elektroteploset for electriCity and heat and the
Enterpnse for Hous1Og and Reparr for hous1Og mamtenance These orgamzatIons would contmue
but, 10 order to survive, would have to bid for the work m competItion WIth pnvate firms and
even each other The eqwpment assets of the rural housmg and utIlity authontles would be
transferred to these orgamzatlons as appropnate There IS no prOVISion for transfer ofemployees
of the local authontles, most ofwhom are also local reSidents and not necessanly technIcally
competent

Householder ASSOCiations

Householder asSOCiations, although none eXIst at present, are to be given a cntlcal role 10 the
mamtenance ofpropertIes under the Model SpecIfically, they are to be responsible for the
" (U)pkeep, ma10tenance and repaIr of therr UnItS and the common areas They may contract
dIrectly WIth mumclpal enterpnses or other contractors to prOVIde housmg matntenance and
utlbty servIces" The thmkmg beh10d thIs recommendatIon IS that thIs responsibIlity would
encourage such associatIons and lead to pnvanzatIon ofmore umts (and thereby transfer more of
the costs of mamtenance from the RaIon to the occupants)

EVALUATION OF THE MODEL

Whtle not well wntten and dIfficult to understand on a first or even second readmg (presumably
thIs IS true ofthe RUSSian versIOn as well), the Model IS a good blueprmt for change 10 the way
housmg and utIlIties servIces are prOVided m Gryazovets and throughout rural RUSSia It IS bold,
but boldness IS needed Ifreform IS to proceed Its major flaw IS that It IS does not address the
dIfficultIes ofreorgamzatlon or ofde-monopolIzatIon and gets ahead of Itselfby recommendmg
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that householder assOCiations have a role m housmg mamtenance---there are no assOCIatIons and
they have proved difficult to create More specifically

Evaluatton of the Reorgamzatlon

On the whole, the use of a centralIzed Sel"Vlce Center m place of local housmg and utthties
• 1

authonties makes sense m the current tranSItIOnal stage between ownershIp by the collective
farms and eventual pnvatIzation ofthe housmg The Service Center Will be able to set more
umform fees and be more mclmed to enforce collectIon It can establIsh busmess-lIke enterpnse
funds for housmg and utIlItIes that Will help put these actIvItIes on a selfsupportIng basiS The
ServIce Center IS better Situated to create a clImate ofcompetItIon for management contracts
throughout the RaJ.on than the small authontIes Fmally, It Will have mcentIve to pnvattze the
umts m order to cut budget costs It Will be Important that the RaJ.on AdmtmstratIon establIsh
goals for the Sel"Vlce Center, partIcularly for cost recovery and for pnvattzatIon The Raton
should not Itself estabhsh the tanffs and user fees

The Model makes a clear distInctIon between the roles ofthe RaIOn AdmtmstratIon and the
ServIce Center From the VIewpomt ofmumcipal management, the Raton IS to prOVIde the
legIslatIve pohcles and budget support and the ServIce Center 15 to Implement those pohcles
From the vlewpomt ofclasSIC housmg management orgamzatIOn, the RaJ.on IS the owner and the
Service Center IS the property manager, responsible for collectIng rents and fees, tenant relatIons
and the management ofmamtenance In keepmg With recommended practIce for housmg m
RUSSia and Eastern Europe, the Model separates housmg management functIons from those of
housmg mamtenance Some reViewers ofthe Model have suggested that housmg and utIlItIes
management functIons are different and that It would be better to separate the two However, at
thIs tIme oftransitIon the lmkage seems practIcal as housmg and utIlItIes were bwlt as vutually a
smgle system and there IS a smgle user fee for both rent and utIhtIes There should be a plan to
adapt the orgamzatIOnal structure as necessary Ifmost ofthe housmg IS pnvatJ.zed

The Inspectlon/Clearmg Centers to be created Will functIon as on-site property management
offices--and It mtght be better to call them that The conceptualization of non-eXistent housmg
assocIatIons as bemg responsible for mamtenance contractmg detracts from the usefulness ofthe
Model As orgamzmg associatIons IS a long and difficult process It would be better to establIsh a
system of InspeCtIOns and work orders under the ServIce Center In such a system, the staffof
the I/Ccs would make mspectIons and prOVIde WrItten work orders that would be gIven to the
Sel"Vlce Center for pnontlzatIon and assignment to the appropnate contractor The IICC
Inspector would be responsible for assurmg that the contractor performed the task and m a
satIsfactory manner (The work orders would also prOVide basIC data concemmg the need for
capItal reparrs and other mformatlon on the quahty ofthe housmg and utlhtles )
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Comments on the Plan for De-MonopolIzatIOn

De-monopolIzatIOn or pnvatIzatIOn ofpublIc servIces for mamtenance of housmg and utIlItles IS
crItIcal for the success of the Model It IS expected that competItIve bIddmg and the mcentIves
for lowenng costs that are part of that process WIll result 10 substantIal sav10gs ThIs has
generally proved to be the case 10 the Umted States and elsewhere The chIefcntIcism of the

~ ,
Model IS that It appears to be overly ambItIous 10 the short term The ServIce Center should
conSIder the expenence ofthe World Bank Hous1Og DIvesture ProJect, supported by the Hous1Og
Sector Reform Project of the Urban InstItute WorkIng 10 eIght urban areas of RUSSIa for over a
year, ItS target was that ten percent of the hous1Og stock would be under competltIve ma10tenance
by the end of 1996 GIven that 10 rural Gryazovets, there are very few pnvate contractors and the
dIfficultIes that can be attendant on pnvatIz10g pubhc sernces, a tImetable alloWIng for careful
planmng and adequate staffwork should be developed

Householder ASSOCIatIOns

The use ofthe condomimum-style form ofownershIp makes emment sense for RussIa as It
would prOVIde a means ofmakmg a tranSItIon to full pnvate ownershIp from the present mIxture
ofpnvate owners and tenants WIthIn a buIlchng that IS owned by the government

The Model IS unrealIstIc m makmg householder asSOCIatIons responsible for manag10g
mamtenance as a means ofencouragmg pnvatIzatlon The proper sequence would be to develop
householder asSOCIatIons 10 conjunctIon WIth condomImum-style pnvatIzatIOn, that IS, ofboth
umts and bUIld10gs After condomImums are created and a board ofchrectors IS 10 control,
ma10tenance functIOns can-and should--be transferred to the board from the ServIce Center It
IS recommended that the Service Center deSignate a staffmember responsible for a program of
pnvatIzatlon Such a program mIght be supported through of mcentIves such as glv10g pnonty
to capItal Improvement subsIches for umts that are to be pnvatIzed It should 10clude a staged
process of 1Ovolv1Og householders 10 deCISion makmg through COmmIttees for certam funCtIOns
WhIle generally householder assoclatlons have proven chfficult to create, the RUSSIan expenence
WIth condomwum asSOCIatIOns, albeit lImIted, IS somewhat more promIs1Og The Urban
InstltutefUrban Economic Institute 10 Moscow would be a good traInmg resource for developmg
condomwum asSOCIatIOns

ASSISTANCE IN IMPLEMENTATION

As noted preVIously, at the tIme ofthIs assignment the Raton had taken no actIOn m adopnng a
senes ofImplementmg laws and regulatlons, ongmally scheduled for February 1997 Durmg our
field VISIts, the Raton offiCials requested asSIstance m preparmg the resolutlon ofthe Head of
Raton Admmtstratlon, the basIC document for Implementatlon of the reorganIzatlon I asSIsted
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WIth a draft Konstantm Efremov took final responslblhty for respondmg to tlus request, and a
proposed resolution was gIven to the Raton AdmmistratIOn

GIven the lack of movement on ImplementatIOn, It was proposed m the early stages of thIS
assIgnment that part of the traImng program would focus on the reorgamzatlon Itself and what It
would mean m practIce (the other part of the workshop would be for tranung of officials m new

~ ,
tasks such as planmng for contractmg and blddmg) In effect, the traInmg was to serve as the
begmnmg of ImplementatIOn through 1Il1tIatmg a structured dialogue With the affected officials
This approach was discussed With the Raton officials and was accepted

TRAINING PROGRAM

Trammg Goals

The goals of the tratnmg program were, first, to help the partICipants understand the
reorgarnzatlon, why It was necessary, and to learn new roles The second goal was to mtroduce
them to new procedures and techmques of admmtstratIon under the reorgamzatIon

PartiCipants and Schedule

The participants were to be offiCials of the Raton AdmunstratIon, mcludIng the FIrst Deputy
Head, the directors and prmclpal staff of the affected mumclpal enterpnses of the City of
Gryazovets, and the local rural admmtstrators It was planned for 25 persons

To first day opened With a presentatlon of the Model by the RUSSian counterpart for SOCial
services planmng, Konstantm Efremov Followmg tlus, the participants were diVided mto three
groups at random, except the local admlIllstrators were dIVlded evenly among the groups and
OffiCIalS from the same admunstrattve urnt were assigned to different groups The groups had
three tasks to clanfy the purposes and goals of the reorgamzatlOn, the define obstacles and
problems, and to outlme solutIons These were to be put on flip charts (newspnnt) and brought
back to a general seSSIOn for dISCUSSIOn

The afternoon session was deSigned to clanfy the respectIve roles ofthe Raton Admunstratton as
well as to understand the usefulness ofa goals statement, settmg standards ofmeasurmg
performance, and the elements ofa housmg management plan

The second day, the focus was on the Issues of movmg to a competItIve system ofcontractmg for
servIces and the creatIOn of a recommended system ofproperty mspecnons and work orders For
the first two seSSIOns, concermng plannmg for the shIft from publIc to competItlve servIces and
on the system ofmspectlons and work orders For these I made oral presentatlons and followed
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by askmg the partIcIpants to prepare wntten exerCIses that mcluded prepanng sample bId
documents and sample work orders based on a hypothetIcal sItuatIOns

A thIrd day was ongmally planned for a presentatIOn on householder asSOCIatIOns but because of
tIme constramts related to the Impendmg May 9 VIctOry Day holIday, It was compressed mto an
afternoon presentatIon on the second day Konstantm Efremov was the presenter

The trammg matenalis found m the AppendIx

Results of the Trammg

The dISCUSSions m two ofthe three small groups, whIle sometlmes heated and expressmg
pessimism about the probabIlity of success ofthe model because ofunderlymg economIC
conditions, nevertheless stayed on track, mOVing from problems to poSSIble solutlons The third
group, however, could only find problems, and no solutIOns were offered In the general sessIOn
followmg, the presence and active partiCIpatIon of the RUSSian counterpart SOCial planner was
cntlcal 10 keep10g the diSCUSSion movmg and the oppOSItion vOices m check. In the afternoon,
the general session tralmng took up the role ofthe Raton--one ofwhIch IS to set goals---m
relation to the SeI'Vlce Center and the rural admlIDstrations The allUSIon to goals again led to
dIsruptive comments and, dunng the afternoon break, the staffdeCided to break the participants
agam mto three small groups and to add dISCUSSIOn ofthe roles ofthe Service Center and the
Inspectlon/Cleanng Centers Thts worked well and the general seSSIon followmg was
productive

WhIle not always comfortable, the small group sessIOns' basiC purpose-to gam an
understandmg ofwhat the reorgamzatlon would mean to the affected offiCials and to the people
they serve---became clear to the participants Thts was the first time most ofthem had, as the
SOCial Planner put It, "come up close" to the Model Most had not read It before the meetmg

As the fl.lp chart records ofthe dISCUSSions show, constructive suggestIOns emerged, an
mdlcatlon that the Issues were understood and the reorgamzatlon was bemg taken senously For
example, It was agreed that there was a need to Sign contracts With the occupants, that housmg
asSOCiatIOns would be Important as a means of fostenng "ownershIp," that tenants could do work
on the houses If they could not pay, meter mstallatlon IS Important, etc DIfficult underlymg
problems came out as well the Raton employees have not been paid smce last October, the
mumclpal enterpnses provldmg housmg and mamtenance services have not been reImbursed by
the City of Gryazovets SeI'Vlce Center and they m turn had not been able to pay theIr debts One
participant stated that a mumclpal enterpnse owed a bIllIon rubles (about $180,000) to another
They pomted out that this record ofnon-payment Will make It more difficult to get pnvate
compames to engage m competitIve blddmg It came out that they had some expenence With
competitive blddmg With small contractors
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DIstances m rural areas was brought up several tImes as a problem for centralIzed management
ofhousmg and utIlItIes mamtenance and the need for a dIspatcher servIce for emergencIes was
brought up The dIalogue led to some questions about the type of mspecllons to be made and
how they relate to government "technIcal InSpectIons "

The second day, I proceeded With a presentatIon of Issues that can anse when a government
contracts out for servIces that had tradItionally been done by Its own crews, followed by an
exerCIse m prepanng a hypothetIcal scope of work for a contract These last were done dIlIgently
done and generated useful dIscussIon The explanatIon of the system of InSpeCtIOns and work
orders and the accompanymg exercise also generated an InSightful dIalogue on the Issues

In the closmg sessIon, Konstantln Efremov gave a well thought out and spmted talk about the
federal law on condommtums and housmg owner assoclanons He mentIoned the expenence of
other-mostly urban-areas of RUSSia He effectIvely and honestly estabhshed a vIsion for the
future ofcomplete pnvatlzatIon He also stressed the tmportance of the housmg and utIhtles
Issue to the RUSSian Federatlon, clUng the decree of PreSident Bons Yeltsm ISSUed on Apn129,
1997, that calls for the draftmg of a natlonal housmg plan by October 1, 1997, and settmg a goal
for makmg housmg and utultles finanCially self-suffiCient by the year 2000

In conclusIOn, the traJ.mng program, as planned, and With on-the-spot alteratlons, was an
effecnve mterventIon It should lead not only to a start on tmplementatIOn, but to a
reorgamzanon that IS better understood and accepted by those affected As the Model comes to
be considered by other Talons m the Vologda Oblast and throughout RUSSIa, the trammg
technIque of combmmg the small group process With technIcal sessIons should prove useful as a
means ofmtroducmg and gammg acceptance ofthe changes contemplated m the Model
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APPENDIX

SCHEDULE

TRAINING PROGRAM
HOUSING AND UTILITIES REORGANIZATION
GRYAZOVETS RAION

MAY 6,1997
WORKSHOP ONE

SessIon I

UNDERSTANDING THE REORGANIZATION

9 00 Why the ReorgamzatIOn?

Introduction M A Lupandm, Fl1'St Deputy Admmlstrator for Housmg and Utlhties

PresentatIon on the Ratlonahzed Model by Konstantm Efremov, Chemomcs InternatIOnal
InstructIons on Trammg by RIchard Hage, Chemomcs International

945 BREAK

1000 Small groups, assigned at random, meet to clanfy the purpose ofthe reorgamzatlon, determme
obstacles, and outlme solutIOns

I1 30 General SessIOn Reports from small groups

1230 LUNCH

Session 2

THE RESPECTIVE ROLES OF THE RAION AND THE SERVICE CENTER

13 30 Goals, Measurement and a Management Plan
RIchard Hage, Tramer

The Role of the Ralon Admmlstratlon Setting Goals
ExerCise Developmg a Goal Statement for Housmg and Utlhties

1430 BREAK

14 45 Standards for Measurmg Performance m Achlevmg Goals
ExerCIse Create standards

15 45 Elements ofa Management Plan (to be earned out by the ServIce Center)
ExerCise Usmg a goal and related standards what are the elements ofa plan?

1700 CLOSE
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May 7,1997
WORKSHOP TWO

SessIOn I

MAKING THE REORGANIZATION WORK THE ROLES OF THE SERVICE CENTER, THE
MUNICIPAL ENTERPRISES AND OTHER CONTRACTORS

900 RevIew of the Roles of the ServIce Center and the MUnIcIpal Enterpnse and Contractors
Konstantm Efremov, Chemomcs International

9 15 What are the Issues m movmg from mUnIcipally provIded servIces to a system of contracts?
Presentation RIchard Hage, Tramer

1045 BREAK

11 00 General Meetmg DIscussIon ofthe Issues m contractmg,

1200 LUNCH

SessIon 2

SYSTEM OF INSPECTIONS AND WORK ORDERS

13 00 PresentatIon RIchard Hage, Tramer

ExerCIse usmg sample work orders

1430 BREAK

1445 DISCUSSIon of exercIse

SessIon 3

ASSOCIAnONS OF HOUSING OWNERS

16 15 PresentatIon Konstantm Efremov

17 00 CLOSING
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WORKSHOP ONE

Session I

UNDERSTANDING THE REORGANIZAnON

Matertals The "Ratlonahzed Model ofGryazovets Housmg and Utlhty Management"
PresentatIon of Model Konstantme Efremov, Social Planmng Expert, Chemomcs International

InstructIons on Trammg Issues RIchard Hage, Pubhc Management Speclahst, Chemomcs InternatIOnal

As you have Just heard from Konstantm Efremov, the Model proposes very slgmficant changes m the
organIZation for the dehvery of services for housmg and utdltles It IS a model that IS bemg looked at
carefully by other ralOns m the Vologda Oblast, by the Oblast Itself and, If successful wdl be model for
the entire RUSSian FederatIOn It IS very bold But boldness IS needed and you are to be congratulated for
takmg thiS step The trammg sessIons today and tomorrow are meant to help you thmk through what the
reorganization Will mean to you and to your present organIZation and what plans need to be made It wIll
also offer you techmcal mformatlon on aspects such as plannmg for contractmg and for usmg mspectlons
to Improve the qualIty of malOtenance and repaIr These two days, then, are the begmnmg of action to
Implement the new Model as well as techmcal tralOmg

In the two days, there are five basIC seSSIons, as outlmed 10 your program ThIS mornmg we WIll go
through an exercISe deSigned to help you understand the purposes behmd the plan It WIll be a chance as
well to look at what might be some very real obstacles or problems Fmally, It wIll ask you to come up
With solutions to these problems We Will break mto small groups so that everyone Will have a chance to
speak hiS or her mmd No one knows the Issues as well as you This IS a way of bnngmg your knowledge
mto dISCUSSIon and for recordmg

This afternoon we WIll focus more specifically on the role ofthe RalOn AdmmIstratlon m relatIon to the
ServIce Center and to the Rural Admmlstratlons Tomorrow mornmg we Will look at the roles of the
Service Center and the mumcIpal enterpnses and other contractors The purpose Will be for both Sides to
begm makmg plans for therr new relatIonshIps In the afternoon tomorrow, we will explam a new system
of mspectlons and work orders that wIll be necessary under the new centralIzed program Fmally, we wIll
look at Housmg Owner AssocIatIons and therr tmportance m makmg the plan work mthe long range

ThIS trammg program WIll not cover every aspect ofthe change and I may from time to tIme have to rule
on what IS possIble and what IS not It should be an mterestmg and enjoyable two days

At thIS ttme sheets ofpaper are given to each WIth a code at the top Group 1, 2 or 3 are told which room to
go to The rule used IS that rural admmlstrators WIll be diVided Into equal numbers and there will be no
two people from the same organIZatIon The sheets are as attached

For each group there will be ChemoDlcs staff ttmekeepers From among the group a reporter Will be
chosen to put therr pomts on fhp charts

We Will gather back here and each group's reporter WIll have seven mmutes to summarIze the problems and
solutIons
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EXERCISE

WORKSHOP ONE

SessIOn 1

What are the purposes ofthe reorgamzatlOn?-----20 MInutes

What are the obstacles and problems?-----30 MInutes

What are the solutIons to these obstacles?----35 Mmutes
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WORKSHOP ONE

SessIOn 2

ROLES OF THE RAION ADMINISTRATION, THE SERVICE CENTER AND THE RURAL
ADMININSTRAnONS IN RELAlION TO EACH OTHER

The Model for Housmg and Utility Services provides

I The Ralon Admmlstratlon w111 retam an ownership mterest m the phySical housmg and utlhty assets and
the RalOn AdmlnlstratlOn w111 contmue to provide some subsidies out of Its annual budget

2 The RalOn Service Center, a mumclpaI enterpnse, IS fmanclally accountable to the RalOn Admmlstratlon
and IS responsIble for makmg recommendations on the need for capital Improvements and for fmancmg
necessary from the Ralon budget It 15 also responSible for wplementmg policies ofthe RalOn related to
housmg and utlhties It IS the manager ofall housmg and utilitIes

3 The Rural AdmmlstrattOns are also accountable to the Raton Admmlstratlon The Ralon Service Center
IS to prOVide them With copIes of annual and long range plans for theIr revIew The comments of the Rural
AdminIstrations are to be forwarded to the RatOn Admmlstratlon

The next trammg exercise IS concerned WIth settmg goals, creatmg standards for measurement ofhow well
the goals are bemg achieved and settmg forth the elements ofa management plan An wportant concept
IS that It IS the Ralon Admmlstratlon whIch adopts the goals, set standards for measurement and the
Service Center whIch carnes them out Ofcourse, the Service Center and Its staffprOVide mput With
suggested goals and necessary data

For example, If the Ralon should establish a goal concernmg the pnvatlZlltlon ofhousmg units, there are
a number offmanclal and management conSIderations that flow from thiS, thIS goal would have
tmphcatlons for long-range capItal budgetmg that might be focused on spendmg to help that goal (If It
were a pnonty, then capital spendmg mIght go for units to be pnvatlzed, and not for umts the Ralon IS
keepmg)

The Model prOVides that the rural admmlstrations wdl contnbute to the long-range plannmg process and It
IS wportant that they understand that thIS means commentmg on goals such as pnvatlzatlon The Model
prOVIdes a formal process for thiS but unless It IS accepted and used, the concept of plannmg-settmg
goals--from the lowest levels Will be lost m practice

In order to better understand goals, standards of measurement, and elements of a management plan, the
followmg exercIse wdl be used

Two worksheets are passed out to each, one With suggested goals, a column for pnonttzatlOn, standards
and elements of a management plan and one blank

The suggested goals on the fonn are 1 "Maxwtze cash flow" and 2 "Maxwtze sales," they are not
pnontIZed Standards for measurement are related to the goals 1 and 2 , specdically, rubles per month,
quarter, year, for the ftrst and "Increase percent of all umts sold to _% by _<Yr)" Elements ofa
plan for the fITst are "stress collectIon ofuser fees," "purchase m bulk," etc For the second, "Perform
only capItal tmprovements that promote sales," etc

A-5



DetaIled DIscussIOn of the Role of the Service Center

Followmg the close of the Roles/Goals exerCise, and m preparation for tomorrow there Will be a
presentatIOn with diSCUSSIOn, of the functIOns of the Service Center based on the Model as follows

• PrOVide for the mamtenance of housmg and utlhtles under Its JUrISdIctIon through contracts with
mUniCIpal enterprIses and others

• Act as the contractmg authorIty for capItal Improvements
• Report to the RalOn admmlstratlOn the status of the need and progress of capital Improvement

projects

• RegIster tenants

• AdminIster subSIdIes to reSIdents to cover housmg and UtilItIes fees, as necessary

• Prepare and pubhsh rules and regulatIons

• Through Its InspectIOn and Clearmg Centers, collect user fees, field complaInts and perfonn techmcal
InspectIons

• New (not In Model) PrIorItIze work to be done and Issue contracts for the work

• New (not 10 Model) Develop householder assocIations

• Perfonn analyses ofcost-effectIveness of the dehvery ofservIces

A-6
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WORKSHOP TWO

Session I

MAKING THE REORGANIZATION WORK THE RESPECTIVE ROLES OF THE SERVICE CENTER
AND THE MUNICIPAL ENTERPRISES AND OTHER CONTRACTORS

Konstantm Efremov--Revlew of the Roles of the Service Center and the MUnIcipal Enterpnses and
Contractor as Found m the RationalIzed Model

Richard Hage---Comments

The RatIOnalIzed Model IS not one model but several It IS lIke a matryoshka doll that, as you open one,
there IS another Yesterday we looked at the model for centralIzation ofhousmg and utlhtles This
mornmg, we open and fmd another model, that for de-monopohzatlon, where several mUnIcipal
enterpnses provldmg pubhc services now will do so under contracts that are awarded on the basiS of
competition that will mclude pnvate companies After we have looked at that model, we will open to a
thrrd model, that for a system that hnks mspectmg, pnontJZmg and gettmg the work done And finally,
thiS afternoon we will find still a fourth model, that for associations of housmg owners Each of the
models are entrrely new for the RalOn

CONTRACTING ISSUES Gettmg Ready

Overview of Issues

A contractmg program IS divided mto three general phases

Plannmg

Blddmg

Admmlstratlon

At thiS stage, the cntlcal aspect IS plannmg the contractmg process It Will take tJme, perhaps many
months, to Issue even one contract

You will agam be asked to thmk somethmg through "What does the RalOn hope to accomplISh by
contractmg out and by makmg Its municipal enterpnses competitive?" The Ralon Admmlstratlon, will
need to be able to answer thiS question 10 workmg With elected offiCials, Its managers, cltlZens, and
employees whose Jobs will be affected

For the Service Center, there are multiple functions m gettIng ready

FIrst, developmg a pool of contractors capable of blddmg on the work

Second, plannmg the bid and contract documents

Third, plannmg for momtormg the contracts
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I Developmg a pool of contractors capable of blddmg on the work

The underlymg purpose ofcontractmg out IS that there be competitIOn Without adequate competition
there wIIl be no pomt 10 proceedmg

We know that the eXisting mumclpal enterprises will form the core contractmg base, certamly 10 the short
term What additional mUnICipal enterprises might be created to mcrease competition? HOWWIII the;r be
managed and who will be their employees? What ofprivate contractors? Are they available wlthm the
Ralon? Outside of the RalOn?

The Service Center should conSider a program for contractmg that recogmzes that the pool of contractors IS

small and that speCIal ways ofdevelop109 contractors wIll be needed For example

o Phasmgm •
Phasmg 10 IS break109 the service mto component parts and contract1Og them out every SIX months The
parts could be geographical Or It could be separated mto pamtlng, eleCtrical, mto steps and walks, etc
This k10d ofcontract admlOlstratlon can be difficult, but the advantages might outweigh the disadvantages
For one thmg, two contractors performing the same service could prOVide backup for each other 10 the
event of default Also, smaller contracts may encourage broader competltlOn Fmally, phasmg In allows
for re-tralnlng and re-employment for pubhc employees affected by the new system

o Working With emerging contractors

Emerging contractors, 10cludlng the mUniCipal enterprises, may need such assistance as qUIck payment 10

order to meet theIr payroll and material costs, they may need help 10 develop109 a busmess plan and
obtammg bank fmancmg, help In leasing or purchasing equipment The Service Center might hold regular
meetings for present employees and others concerning the work to be done, available assistance In bUSiness
management, and prOVide an understanding of the blddmg process

2 Planning for Contract1Og and Blddmg

a What type ofbldd1Og? There are basically two kinds

o Competitive sealed blddmg

This method was orIgmally deSigned for purchase of goods and usually requires an award to the lowest
responSible bidder It IS the most acceptable form and can be used for purchasmg ofmamtenance services
prOVided the service can be deSCribed completely and accurately and the quabficatlons ofthe contractors
can be easily quantified

o CompetitIVe negotiation

Under thiS system, the award IS made to the contractor who best meets the needs ofthe Service Center at a
reasonable price, but not necessarily at the lowest pnce This method may be indicated If

-The scope ofwork cannot be accurately and completely def1Oed,
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-The responses may be expected to contam a dIfferent level of service than that requested
requIrIng negotIation to reduce or Increase the price to match avaIlable funds

b What type of contract?

o Fixed price 11us fonn would be appropnate for UnIt prices for repaIr or for regular mamtenance

o TlIDe and matenals 11us fonn IS used prmclpally WIth electrical, carpentry, pamtmg and other
trade contractors whose services are provided on an as-needed basis The pnce oflabar IS detennmed m
the orlgmal contract and the price of matenals IS as submitted The contractor should not be allowed a
markup on materials If possible

3 Plannmg for Contract AdmInistration and MOnItoring

Agam, the Important thmg IS to plan ahead and be aware ofcertam Issues

o Usmg contractors IS qUIte different from usmg crews of pubhc employees If the government crew
dId not perfonn, other resources could be brought m or they could do It over Under a contract, thIS might
be a breach of contract, and the procedures that take mto account legal questions wIll need to be m place

o Momtorlng Perfonnance

An lIDportant feature ofcontract mOnItOring IS accountabilIty Perfonnance must be documented For
start-up contracts, It might be well to do direct mOnItonng whIle the work IS m progress Or the mspectlon
method, which IS most common and would look at such Items as

Does the work meet contract requrrements?

Are the reSidents satisfied?

Are all the hallways clean?

DISCUSSIon of the Issues ofcontractIng and biddIng m Gryazovets

How do the drrectors of the eXlstmg MuniCipal Enterprises see the Issues?
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WORKSHOP TWO

SessIOn 2

SYSTEM OF INSPECTIONS AND WORK ORDERS

RIchard Hage, Tramer

In the local areas there Will be an Inspection Center whJch orgamzatlonally are part of the ServJce Center
The purpose of thJS exerCJse JS to thmk through the linkages between the Inspectors the Service Center
the contractors and the resIdents

The cntlcal pomts are

• Every umt should be mspected once a year ThIs will gIVe a benchmark for keepmg track of the
quality ofthe umts

• All mamtenance and reqUIred repair work IS recorded by the Inspectors on "work orders" These work
orders are gIVen to the ServIce Center whJch will pnontJze them and gIVe them to the appropnate
contractor When the work JS done, or dunng the time Jt IS bemg done, the Inspector VISIts the sIte and
It thJS way JS able to report to the servJce center on Its status and quahty

EXERCISE

The same Groups of eJght to mne that met before go to the same rooms Each person In the group will
complete a model work order The information may be based on the condJtlon ofa umt he or she has
VISited, bves In or Jmagmes

The persons give therr work orders to a selected group member who will wnte out on a fhp chart the kmd
ofwork to be done The group WIll then pnontJze the work, rankmg them from first to last

Followmg a break there will be dJscussJons ofthe results ofthe exercIse

Model work order forms used prOVide space for

• Who requested the work
• Address of property
• Name of reSIdent
• DescnptJon of work requested
• Who the work JS assJgned to
• Work accomphshed
• Space for hours and matenals used
• ReSIdent slgnatlrre
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WORKSHOP TWO

SessIOn 3

ASSOCIATIONS OF HOUSING OWNERS

Presentation by Konstantm Efremov

Richard Hage

Suggested process mtransition from RalOn control to Housmg Owner AssociatIOns

• The Service Center creates a housmg owner asSOCIation wIth a board ofdIrectors At the begmmng
the board IS controlled by the Service Center actmg on behalfofthe RalOn

• TranSition from Ralon property commIttee control occurs when control ofthe assocIation shifts from
the Service Center to the housmg owners TranslDon evolves from the tIme most umts are sold to the
housmg umt owners

• The Service Center stnves for early and contmumg umt owner mvolvement and educatIon 10 the
operation of the asSOCiation

• An mtenm set ofcommIttees-made up pnmanly by umt owners--facllltates tranSitIOn work and
assures trammg for future leaders and ongomg committees

• Transfer ofcontrol ofthe property can occur 10 several ways

---Addition of one or more housmg umt owners to the board ofdrrectors at speCified levels of sales
--WeIghted votmg approach, m which the membershIp votmg ratIo IS arranged so that the RalOn will

gIVe over control to the assocIatIon after a speCIfic percentage of the umts have been sold
-Use of an mtenm committee or adVISOry board to make most assocIation-related deciSIons
--Transfer ofsubstantIal control of the bulldmg as a whole to the housmg umt owners The RalOn may
retam veto nghts for certam actIons ofthe board
---A combmatlon of these methods
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