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EXECUTIVE SUMMARY

The Volunteer Executive Service Team (VEST) Initiative was created in 1992 in response to
the challenges facing the emerging democracies of the former Soviet Union. This collaborative -

effort between the U.S. Government and the private sector was designed to define the role |

of U.S. private voluntary organizations (PVOs) in the Commonweaith of independent States -
- {CIS) and to generate support of "a new era for development.” ' : '

. The goal of the Vest Initiative is "to contribute to the stability and development of newly
emerging democracies and to enhance their transition to democratic, market-based pluralistic -
societies.” To that end, VEST emphasizes volunteer-basad innovative people-to-people and -

institution-to-institution approaches to development. : . S

The purpose of the VEST Initiative is:
To galvanize the talent, skiil, experience and energy of America’s noh-gdvem;rﬁental,_ _
non-profit organizations tc help the people of the former Soviet Union meet essential

social, health, environmenta!, agricuitural and educational needs;

To foster linkages, partnershibs and ailiances between U.S. PVOs/NGOs. and'
couniterpart groups in the CIS; - . _ _

To encourage the U.S. government' to further support, strengthen; and expand Us

PVOs as the key agents for building "the third sector™ {seif-help 'gro_ups_and private
institutions) which is fundamental to healthy democratic civil societies. R

Thé first VEST team was made up of 14 ieaders from U.S. PVOs, coopesaﬁvés, foundations,
business/trade associations, legal and educational organizations, along with officials of the -
Agency for International Development and the U.S. Department of State.

Focusing on Russia and Ukraine, they have drawn upon their combined expertise to cffer both
country specific as well as general recommendations to the U.S. executive and legislative
branches of government and to the community of non-profit and voluntary organizations
involved in international development programs -- to begin "a new era for development.”

Recommendations
T That the 103rd Congress and the new- Administration support the public/private

partnership, identifying civil society organizations (private voluntary and business} as
key facilitators for a successful transition from totalitarianism to democracy:



That the USG and Congress recognize the rele of U.S. PVOs as more than purveyors
of"food and humanitarian assistance” which meet shorter term needs, but also as

- uniquely American instruments for sharing of technical and cooperative asssstance to

address the longer- term issues of development in the CIS;

That-the Agenc‘y for International Development support, strengthen and expand the

field activities of U.S. PVOs, in program areas consistent with U.S. Govemment -

polncaes and pnontues,

"That the Agency for International Development include a component des:gned to assist

U.S. PVOs to further professuonallze their own management systems and techmcal -

backstoppmg of their field programs in tha former Soviet Union.

The VEST team supports the recommendation of the Department of State: "What these new
mdependenr states need more than anything else...is knowledge: how to build democratic

institutions, how to operate in a free market economy.™ 'n order to successfully nmplemepi' :

this recommendation the VEST team further recommends that:

1.

What is needed is a new foreign assistance paradigm -- a paradigm of reciprocity --
an approach based on the assumption of co-equal partnership and that sees knowledge

- co-generation and mutual investment and respect as the true capital of developm_enf_t. _ :

Facilitation of private voluntary action and the strengthening of civil society institutions ~

ic necessary to generate a successfu! transition to democracy. Civil soczety institutions -
include: :

* advocacy groups

* charitable organizations
* independent media
* micro and smali enterprises

~ * information clearinghouses

* husiness, labor. trade and educational associations

. U.S. PVOs have the capacity to become a knowledge bridge for our Ukrainian and

Russian counterparts -- facilitating diaslogue, networking and technical cooperation -
to accelerate and strengthen the development of a viabls civil socnety ‘and the -
foundation for a stable democracy

Networking, linkages, partnerships, and creative alliances with Ukrainian and Russian
counterparts should be fostered and nurtured and supported by private and pubhc.
donors

internship opportunities shouid be explored, and supported by public and private
donors

Grants for Ukrainian and Russian NGO deveicpment and capacity building should be

.a high priority for private and public donors



U.S. PVOs are uniguely qualified to be agents of change within newly emerging civil
societies, helping their CIS counterparts formulate options and priorities in sectoral
activities vital tc the improvement of the quality of fife and the ﬁounshmg of

-democracy and free markets

Capaclty building for Ukrainian and Russian NGOs should include training in:

*leadership
*strategic planning
*management

- *financial accountability

*fundraising
*communications

*computer skills

*procurement
*marketing

- *customer service

*law
*advocacy

A Counterpart Service Center should be established in both Ukraine and Russla todo |

the following:

Become a Clearinghouse and Facifitate:

*linkages between Ukrainian/Russian NGOs and US PVOs/NGOs
*technical cooperation and management training services

- *access to exchange and internship programs

*access to expertise on program planning, prcposai development and fundmg
*access 10 mformatuonal networks

' Pioneer a new era of technical cooperation between U.S. PVOs and Ukrainian/Russian

NGOs based on the assumption of equal partnership and knowledge cu-generation

_ Attract increased resource flows from the U.S. PVO foundation and cooperative

communities to complement A.l.D. flows and speed up the pace of technical
cooperation with Ukqainian/Russian counterparts.

Development and enactment of legisiation to provide a statutory basis for the
organization and operation of NGOs must be 2 high priority for civil society govemance
in Russia and Ukraine.

in the area of micro and small enterprise development it is important to make a visibis

- difference: progress must be tangible -- to make real money and to produce real

things.



10.

11.

Some of the most urgent needs for the development of a small business sector are:

*clarification and reform of unfair tax laws
*clear title to property

*equntable access to materials

*access to capital -

*access to information and technologv

: *exper_tlse in markeung. packaging, custom:r service

Empowerment of women -- in the areas of reproductive heaith, infant and child
welfare, micro and small enterprise development, farm labor, advocacy, orgamzational

_ leadership and management -- is essential to the creation of a civil society based or

democratic and equitab!e princip!es

There cannot be a racical movement to privatize the 40,000 major state farms and
collectives. A two-pronged approach making them more productive and efficient,

while at the same time experimenting on a small scale with various forms of '
privatization seems the most prudent course.

*Creation of well-run market-rasponsive processing and distribution enterprises and/or
further vertical integration of processing on the major state farms is a must. '

*The govemments of Russia and Ukraine must more clearly articulz te the ground rules
regarding ownership, private property, leasing, profit distribution, and quotas before
rational business decisions can be made. : :

Technical cboperation to address environmental issues should be a high prio__rit\j 'of '
A.l.D. and the U.S. PVYO/NGO community

The American business, laber and agricultural communities should be mobilized to
engage in substantial technical cooperation with business and agricultural enterpnses

in ali republics of the former Soviet Union

in summary, VEST team members were convinced that "the new era for development™ must
be one of cooperation between equal partners, co-generation of knowledge, consensus on
pians for joint ventures, enabling U.S./CIS partnerships -- both governmental and non-
governmental -- to promote creativity and entrepreneurshnp ina society where this has been
a Iegal crime.

There is widespread recegriition at the executive levels of the U.S. government and PVQs that
supports the case for a new paradigm in international development. Before the House
Foreign Affairs Committee the Secretary of State noted: '

"What these new independent states need more than anything eise -- that for which
they truly hunger - is knowledge: how to build democratic institutions, how to
operate in a free market economy.



. “these states dd not reguire old styie ‘forsign aid’ as much as they need something
different: the involvement of an energized private sector, acting in partnership with the
- U.S. Government.. '

"..we can leverage U.S. Government funds to catalyze private sector trade and
linvestment. That's good for our business and our economy — as well as for the
development of markets and democracy in the new states.” -

In the words of VEST team member Rudy von Bernuth:

"The fundamentai charactenstlc of this new paradigm will be the shift from resource transfer
to knowledge co-generation. As the peoples of the Newly independent States seek so’ utions
and structures to cope with the unprecedented problems of transition from totalitarian state
and command economies, nothing in our Western experience provides ready-made answers.

But Western technical expertise, group processes and accumulated experiences can enrichand

energize the knowledge revolution taking place in the new republics.”
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FORWARD

The fourteen Volunteer Executive Service Team (VEST) members spent three intensive weeks . - |
travelling to four cities in the Russian Federation and Ukraine secking to foster linkages and

partnerships with their Russian and Ukrainian counterparts and to increase awareness and I

understanding of the U.S. public/private pa@ershxp in promoting democracy, plurahsm and free .
- market economies around the world

This first VEST visit was an extraordmary learning expenence, as well as an opportumty 10
share expemse and knowledge -- to participate with the emerging Russian and Ukrainian NGO
communities in addressing the challenges of building a new civil society.! Team members
~ consulted with their counterparts on issues ranging from revitalizing food and health-care
systems fo attacking daunting environmental crises, from developing legal structures for
philanthropy to the creation of a climate supporting mlcro-entefpnse development. Bringing to
the process a broad diversity of perspectives and experience, they all found both real need and

' ﬁppormmty for Amencan PVOs to become involved for the long term. - '

This m;} was the first of three o be taken over an 18 month period to provide a snapshot of -
impressions and identify opportumtxes for technical cooperation. . Team members were chosen
on the basis of institutional expertise in sectors critical to the evolution of a civil and free market
society as well as their institution’s commitment to workmg in the NIS. VEST team members
were chosen from agencies not already operational in the NIS. The services of VEST team
members are voluntary.

'The purpose of this report and the debriefing conference foﬂowmg the trip is to share our

. findings and recommendations with our colleagues in the U.S. State Department, A, ILD.,

Congress and the broader community of non-governmental organizations and académic
institutions in order to initiate a dialogue about new paradigms for international cooperation and
" development in the post-Coid War era. Through this dialogue we hope to be able to explore,
clarify and re-define the role for U.S. PYOs/NGOs in promoting and strengthenmg the public
and private institutions within the emerging civil societies of the former Soviet Union.

Civil society is a form of society that pre-supposes the existence of a space in which individuals and their self-
created associations compete with each other in the pursuit of their values: free from the monolithic power of,
for example, the state or religion. Civil societies are built cn the belief that individual values are primary, in
contrast to societies where the will of the individual does not lie at the foundation of groups or social
insiitutions, Civil sccieties, therefore, tend to be market oriented and pluralistic wherz individuals bring about
a wide spectrum of beliefs, conceptions, and attitsdes which co-exist freely. These features -- individualism,
thi market, and pluralism — tend to give rise to a host of civil sociely organizations which operate on the basis
of voluntary exchange. The importance of this for understanding the republics of the former Soviet Union
cannot be overstated: during the Soviet era there was a complete abolition of the voluntary institutions of a civil
society.
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INTRODUCTION

"Never in the history of the world has g political and economic transition of the magnitude faced
by the former Soviet republics been voluntarily undertaken by so large a population.... The Challenge

" facing the United States, thersfore, is to encourage and essist these republics to conceive and carry
out an imaginative transition process sensitive to the culture and new aspirations of the diverse
societies comprising the former Soviet Union.® Malcolm Lovell, National Flanning Assaciation,
VEST team member, 1992 =

"As an end in itself, involvement in the Newly Independent States’ of the Former Soviet Union

. should strengthen the transformation from totalitarian te civil society, while securing a democrasic |
‘peace with as littie suffering as possible.” David Cooperrider, Professor, Weatherhead School of
Management, Case Western Reserve University, VEST team member, 1992 :

The VEST team returned from Russia and Ukraine convinced that the historic and unprecedented
change occurring in the former Soviet Union offers the opportumty for the United States to
develop a new foreign assistance paradigm’® -- a paradigm of reciprocity — for a new era for.
development. : ' '

*During my stay in Russia and Ukraine, 1 made a special effort to get off the beaten path and
listen to people from many walks of life. I asked them why and how the United States might
be most helpful. A very high percentage of the respondents indicated they were anxious to
have an intelleciual interchange with the United States—to work with their former cold war
adversaries on the solution of the difficult problems Russia and Ukraine now face. The

- Russians and Ukrainians did not want these meetings structured with reachers and students,
or donors and recipients. They wanted a context of equality.” Ed Bullard, Founder &
President, Technaserve, VEST team member

‘These republics are rich in human resources, as well as in raw matenals The competence of
these people, who are highly educated by world standards, has been demonstrated in many
industries at the theoretical level and in some instances at the applied level as well. - Their
economies are so huge that the wealth necessary to revive them must be internally generated
with external resources being used only at the margin to encourage and facilitate change and to
heip share the burden inherent in such change. ' -

“ 2 *NIS* - Newiy Independent States - is the official State Department term referring to all republics of the former
Soviet Union. It is used primarily by the State Department, A.L.D. and the Department of Commerce. "CIS" -
- Commonwealth of Independent States -- includes all of the republics of the former Soviet Uniozn, with the
exception of Georgia and the Baitic nations of Estonia, Latvia and Lithuania. It is also used widely -in
Congressional documents, the media and by NGOs and UN agencies. This report uses both terms '
interchangeably. ’

oA paradigm is a dominant framework of thought (from the Greek paradigma "pattern”) that tends to guide a
whole discipline in its work: ost often it is taken-for-granted as the realistic way to approach a given problem.
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It is impossible at this time to make a substantive evaluation as to- how well the people of the
former Soviet republics will respond to their new opportunities and how well they will bear the
hardships which inevitably accompany the transition to a new economic and social order.

Considerable sacrifice will be required by large segments of the population. The need for
tremendous productivity increases to generate national wealth as well as the conversion of
defense industries will by necessity be accompanied by elimination of a substantial number of
jobs in the industrial and agncultura] sectors, with a ripple effect on all sectors. The needs of
the displaced workers must be met in a fashion which is believed fair and reasonable and yet.

whxch moves the econorny to substantially greater productivity. :

It was felt by the entire team that the United States government and the private volunta,ry and
for-profit sectors need to be sensitive to the tremendous opportunities inherent in this transition
process, as well as alert to the many forces which have the potential of impeding or reversmg '

the process. As the economy continues to deteriorate and hardships mulhply, areturntea far o

more authoritarian government structure cannot be ruled out.

Perhaps most 1mportant on the posmve side, is a new awakening of the people of these repui“ﬂcs
to the opportunity for a new and better life within a society that honors individual OPPOMmty
as well as individual rights. The people of Russia and Ukraine are capable of assuming

responsibility for their own lives and their own societies. Democratic mstltut;ons can prov1de - |

the tools with wlnch these deCISIOHS are crafted.

Worldwide, we are beginning to understand the essential contribution that private and voluntary
organizations can make as agents of change for creating and strengthening democratic and ¢ivil.
societies.  Concepts and priorities need to be fashioned in such areas as health, needs of the
elderly and dislocated workers, roles for women, and environmental concerns. Of - equal'

~ importance is the passage of laws which will create incentives for non-profit and commercial .

enterprise development, private ownership of land, commercial export, and charitzble giving.
U.S. PVOs/NGOs, including American corporations and trade unions, can play a catalytic role
in helping their Russian and Ukrainian counterparts analyze options and advocate pnonues to
insure that the decision making process is inclusive and thoughtful.

The experience of the VEST Initiative team in Russia and Ukraine has dramatized' the
- importance of encouraging U.S. private and voluntary organizations to play an active role as
facilitators rather than decision makers during the evolution to democratic, civil societies. "Old
style" foreign assistance (i.e. the donor/recipient relationship) must give way to a relationship
of reciprocity which incorporates the principles of mutual respect and mutual investment.

The "snapshot” view of Russia and Ukraine embodied in this report can serve as an important

vantage point for envisioning international cooperation prototypes for a new era. We believe
it should.
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UNPRECEDENTED TRANSITION

7 ..The current eéconomic crisis is perceived by many as a tightrope, with social strife ard civil

 unrest waiting belew; 67 percent of respondents believe that a further decline in living standards -
could bring about a secial upheaval. Of those, 22 percent think a civic revolt is inevitable and 45 =
percent consider it likely to happen...this is why it is essential to do something before social stress '
has reached the boiling point.” Moscow Times, September 1992: resulis of ar opinion poll taker '
by the Mnenie service and processsd by the Kassandra sociology group. October 1992 =

#,..There is no evidence to suggest that the democratic capitalist institutions, which have been built =
up over the past several centuries in the United States and Europe, can be replicated in these new -
repubiics without a lengthy and painful transition process.” Malcolm Lovell, Presidert, National

. Planning Association, VEST team member, 1992 :

World news and sector assessments done by development specialists and the U.S. Congress

prepared us well for our first cut observations of a fallen Soviet Empire. Upon our arrival in 5

Russia and Ukraine it was seif-evident that history is in the making. However different the

pace, the evolution to democratic governance, market-led economies and civil societies has

begun after 74 years of totalitarian governance and a command-driven centralized economy.
Although most would like to think that this evolution represents freedom and progress, it has

unravelled the familiar social fabric of these societies exposing their citizens 1o social and -
economic disruption. :

Economic and Social Disruption

The facts are staggering, giving credence to the idea that the transition toward democracy and
privatization has had the impact of a revolution. The Russian peopie are experiencing the most
dramatic decrease in purchasing power suffered by a major industrialized power in the past 50
years (UNICEF/WHO Collaborative Mission report, 1992). Statistics vary on the number of
Russians under the poverty line. Some reports go as high as 90% The Ministry of Labor, in
“early 1992, put the "minimum existence basket, including rent and medicine”, at 550 rubles per
" month. The UNICEF/WHO report of March 1992 estimates that if this ﬁgure were 500 rubles .
per month, over 23 million people would be living below the poverty level.

People are in a survival mode. Inflation is running close to 1,500% a year (as of October
1992); food is available but unaffordable; the ruble has been substantially devalued, wiping out
the -savings of millions (current rate is 230:31); administrative disorder and corruption is
discussed everywhere; old laws do not apply and new laws are blocked by "preventors”;

according to a recent Newsweek Magazine article "in today’s Russia, perestroika and prestupnost -



(crime) have gotten mixed up in the same package", heraldmg in a new form of corruption and
intimidation for the ordinary citizen.

"Although corruption thnved under comununism, Boris Yeltsin's drive to build a market economy has
allowed mobsters to expand their operations and even move into semi-legitimate businesses. When.
Western visitors see bustling commerce, they tend to see entrepreneurs. Russians see the mab
Newsweek Magazine, Cctober 5, 1992

- Even though the pace of democratic and economic reform is much slower in Ukrame the impact

of its independence from the Kremlin is having a serious impact on the ‘'standard of living and - :

“quatity of life. Inflation is running over 1,000% annually; the budget deficit is running at about
20% of gross national product; industrial and agricultural production has plummeted more than

20% in 1992 as factories and equipment deteriorate and raw materials become more scarce. The - o

Ukrainian coupon, a quasi-currency created to replace the ruble, has so diminished in'value -

from the original rate of 10 to $1 to 500 to $1 -- that it makes the ruble look strong. The i
Washington Post recently noted that "In Ukraine...the euphoria many felt when independence .
~was finaily achieved last December has given way to exhausted dlsappomtment. The same =

" Communist faces still lead the nation, while the capitalistic bustle of Russia is nowhere in -

. evxdence

* Economic and social disruption is visible in boik republics. Walking through an open market

in the outskirts of Moscow we saw seasonal fruits and vegetables in abundance, but most people = - -

were browsmg, not buying, and lining up at the potato booths. Slabs of fresh meat were laid |
out and hung in abundance in an ‘ndoor farmers market in Kiev, unrefrigerated with few

customers in' sight. Many former government owned shops were boarded up in each of the four. =

cities visited -- Moscow, St. Petersburg, Odessa and Kiev. Consumer goods were in short
supply and of relatively poor quality. Color and flair are missing from shop windows. A
bleakness pervades in spite of the exquisite onion cathedral domes of gold and mosaic that dot -
the landscape. Strolling along the famous Arbat in Moscow -- a lively half-mile pedestrian mall -

-- vendors prefer selling for doflars, but request that the money be slipped quickly into their '.
- pockets before the transaction is witnessed by the “Mafia". ( The State law allows people tobuy -

in hard currency, but not to sell for it.) Most goods and services are not priced
rationally...they bear little resemblance to value. : : '

- * For a Russian or Ukrainian individual there isn't much sense in starting a small business at this
moment. There are few systems in place: no access to credit; no distribution system; punitive taxation )
on gross prafit of traders or middlemen (70% in Ukraine); finding premises is impossibly difficult and
expensive....Broadway immigrant style is logical, and a lot of people are domg iz.” Clare Smith,
President, Aid to Artisans, VEST team member, 1592

Social icons have lost their status in a world where nothing is as it once was, and no one knows
what it will become. '

"Every sodéty sells junk to foreign tourists for whatever price can be had. But Arbat poshiost has a
special poignancy. In the market for a Sovie: colonel-general’s dress uniform with all the trimmings,
including a used white shirt? Bought from a needy widow, it can be yours for 10,000 rubles ($49),
subject to bargaining. The seller, Dimitri, said the widow, if she were lucky, got 2,000 rubles forit.”
(New York Times International, September 21, 1992)



Seventy four years of State paternalism, upon which job security, pensions and universal heaith
care depended, has broken down with no viable alternative social safety net yet in place.
Concomitantly, the numbers of the most vulnerable -- pensioners, low income families, women
- and children -- are increasing. Fledgling charitable orgamzauons with no secure funding base g
“are not adequately filling the v01d

3Unemployment is ‘being felt for the first time by the academic,. scientific and military
- communities, not to mention most average workers. Few are prepared to compete in a .

changing job market where entrepreneurial, management snd marketing skills will take =

precedence over hlgher academic degrees and military honors.

"Now -a whole new period is underway as women struggle to survive in a new and -
_ deteriorating economy, juggling their double burden, trying to keep their jobs or find ways
' to create new businesses to get income, and provide for their health care and the health of
their children and families.” Elise Fiber Smith, Winrock International, VEST team member, - -
992

Working women are the first to be fired from factory and academic jobs, reducing family

purchasing power even further. In fact, from 1989 to the present the status of women has been =
declining in Russia and Ukraine. 80% of the unemployed are women. A conservative trend to . |
~put women in the home has developed, reinforced by messages in the "free media” on ‘women,

motherhood and the niation. Although a recent survey indicated that, if given the chmce, only o

20% of the women would stay. at home, current legislation pending in the Russian parhan'ent -
- where- fewer women hold positions than before perestroika -- would limit women’s working

hours to 20 hours a week. In 1985, when the Ukrainian law eliminated quotas for female R

nommaes, the number of female candidates dropped from 33% to 16%.

Environmental -Decdy

A brief discussion of the persistent degradation of the environment and the serious and pervasive
- impact environmental pollutants are having on the health status of the population in both-

republics cannot convey the magnitude of the problem nor the inadequacy of the response. -
~ Sadly, "no other great industrial civilization has so systematicaily and for sc long poxsoned its -
land air, water and pecple”.. '

“There is an enormous tangle of problems. Air pollution problems are enormous. There

- continues to be drastic decline in drinking water quality. If you look at the large map over
‘here you'll see the shaded portions of the country; these are designated ecological disaster
Zones: . there are enormous rates of illness, steep decline in average life span, and high-rates
of ecological degradation. The world knows Chernobyl, but the map shows the pmblems go _
deeper. Fourteen per cent of Russia is now designated as a disaste: zone.” Yablokov, =
Ecological adviser to President Yeltsin, September 1992,



Only a minuscule percent of the state budgets are allocated to the environment. It is obvious
that the government cannot address the magnitude of the problem during a period of seriously
limited financial resources.

Polz'zical ‘and legal roadblocks

There are more than remnants of the “oid system" still in place in both republics. For example :
it is estimated that there are 30,000 state farms and collectives in Russia today, with 10,000 or
‘more in Ukraine. The vast majority of food and fiber produced in both republics still come
from these maqsrve farming units. 1t took 74 years to put them together d1sma.ntlmg them couid s
be disastrous. : .

With the state still retammg ownership of 96% of the land and with laws reguiat:ng pnvate :
ownershlp of land remammg in flux, progress towards pnvanzauon has been confused '

"The governments of Russia and Ukrame must more dearly articulate ;he ground
rules regarding ownership, private property, leasing, profit distribution, quotas, etc.
- before rational ‘business decisions can be made.” Ed Buliard, Founder and
" President, Technoserve, VEST team membzr, 1 992

In fact, 1eg1siat10n is lackmg in most areas critical to the growth of a private sector, pxomotmn
of philanthropy, and voluniarism. The laws that do exist are a dis-incentive to charitable giving,

‘entrepreneurship, and private sector growth. One source interviewed by the VEST team )

estimated that there are about 40 different taxes in Russia, including an income tax with a38%
rate and a pumtwe tax on gross profits of traders and mlddlemen (70% in Ukrame) '

_ Pmlanthropy as we know it in the United States is in an embryomc stage Private enterpnses-
receive 2 small tax deduction - 2% of net profit: -- for donating to charitable organizations, -
which then have to pay a tax on the donation, unless they receive a waiver from the government. .
Many "charitable” orgamzaﬁons are wholly dependent upon their for-profit “partners for their
very survival. Current law in both republics treats charitable orgamzatzons as "public- -
orgamzanons prov:dmg tax exemptlon to the privileged few. '

“The first priority must be the developmefzr ond enactment of legislation . rovide a statu:ory
basis for the orgamization and operation of NGOs." Bruce Hopkirs, President, Institute for
International Law and Philanthropy, VEST team member, 1992 :

The term "public® in fact means "non-governmental”; and to confuse matters more for an -
- American, the non-governmental label includes secular charitable orgarizations and commercial
‘enterprises, but excludes religious organizations and unions, as well as state-owned universities,

hospitals and museums.

Tn Russia and Ukraine factionalism is rampant in the private and public sectors. Labels abound -
- "old guard", "reformers”, "centrists”, "mafia"; pro and anti-Yeltsin, Gorbachev, Gaidar,
Rutskoi; pro and anti-Kravchuk. It is very difficult for a foreigner to sort out which faction, or
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combination of factions, has the authority, power, resources and commitment to move forward
the transition toward democratic governance, economic reform and 2 civil society.

There is unsetiling uncertainty about the direction and pace of democratic and economic reforms.
There is still speculation that opposition forces in Russia led by Vice President Rutskoi and
Arkady Volsky, an alliance of industrial managers and former communists, might tumn
dramatically to the right and senously impair the move toward democracy. In Ukraine,
Kravchuk recently appointed a new prime minister, Leonid Kuchma, selected from the powerful
state-controlled military-industriai complex, who says that he supports a move toward a. market
economy, believes in privatization, but intends to protect large state enterprises and prefers the
Chinese model of top-down reform. According to Mykola Mykhaichenko, 2 Kravchuk adviser,
"the creation of a state has had an influence on reform and sometimes thwarted it. The president
was afraid of radical change, of having disequilibrium in Ukraine. Had we created an army of
unemployed then they would have marched against the state.”

"With packet calculators and even abacuses, clerks recently waded through meter-high file stacks in the beneﬁr.s'

affice for Moscow's veteran officers. Their mission: to recalculate 117,000 pensions in order to keep pace with
inflation...After decades of supporting the Soviet Army’s massive military force with substantial paper pushing,.
Moscow’s military administrators are now turning to computers.” Moscow Times, September 1992

We were well prepared, of course, to see and hear ail of this. Russia and Ukraine are in

unprecedented transition. Virtually every societal institution is in the midst of its imminent
death. . Or equally precarious, its birth. Nothing in between. -

But the conventional picture is incomplete...



STRENGTHS AND OPPORTUNITIES

" "Russia and Ukraine are permeated with a pride in all the extraordinary works af art created over.
the centuries: the music of Rachmaninoff and Stravinsky, the joyful paintings of Chagall, the
penetrating writings of Tolstoy, Chekov and Nabokov, the spiritual endurance of Solzhenitsyz, the

- choreographic genius of Balanchine. ‘These are all part of a priceless legacy of culture of beauty,
gencrosity, grace and exuberance which”, writes Suzanne Massie, "continues to make the world
dream.™ : '

AL tlus extraordinary moment in the history of Russia and Ukraine, there has
been a blossoming of non-governmental organizations, responding to and
dealing with a huge array of social, political, and economic issues. In their
‘variety, their nuinber, their extraordinary inteilectual vibrancy and conviction,
they form a critical element in the evolution of post Marxist social structures
and a new civil society.” Rudy von Bernuth, Associate Vice Presxdent, Save
The Children, VEST team member, 1992 )

There is somethmg tremendously creative and exciting emerging in Russia and Ukraine and 1t
is somethmg that gives hope for the future. Where does such hope come from?

‘A Rich Cultural Heritage

Although VEST team members were aware of the rich hterary and musical, and scientific
heritage of the of Russia and Ukraine; it was nevertheless inspiring to see the heritage endure
to this day. Our guide in Kiev spoke proudly of the city’s 1300 libraries and 200 scientific
institutes of advanced study. Citizens still get tears in their eyes when speaking about their

- society being first in space. At one collective farm visited by the VEST team there were half

a dozen Ph.D.’s on staff intiwiately versed on the agricultural methods used in the U.S.,
‘Germany, and other countries. We witnessed opera houses packed with aficionados in Odessa
and Kiev, and one needs only to visit the Ethnographic and Hermitage museums in St.
Petersburg to realize the pride felt in the rich traditions of the past.

Spirituality and reverence for religion have endured for centuries in the soul of the people from
these republics. Many of the exquisite Russian Orthodox churches and cathedrals, retained as
national treasures during the Communist rule, have been revitalized and restored as houses of
worship.

4 See Massie, S. Land of the Firebird: The Beautv of Old Russia, New York: Simon & Shuster, 1980
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A Proliferation of Non-Governmental Organizations

In October 1990, the Law on Public Organization was adopted, permitting the development of
an NGO sector. Today, there are more than 40,000 NGOs and another 10,000 religious
organizations in Russia -- focusing on activities of advocacy, politics, business, health care,
social welfare, and environmental concerns. In Ukraine, 26 non-governmental organizations
~ have been created in Odessa over the past three years to assist victims of Chernobyi, and another
120, with other areas of concentration have been registered. In both countries many non-
~ governmental leaders came from the "Green Movement" heavily represented by the Socio-
: Ecologzcal Union (SEU) which is an -umbrella organization for some 300 smaller groups :

Women’s groups, clubs, and assocmtlons are sprmgmg up all over Russia and Ukra.me Many
of the leaders of the environmental movement were women who helped to orgamze self-help
groups which then evolved into strong advocacy groups. Many small women’s clubs are now
emerging to meet local needs. Other older, more established local, regional and: national '
organizations are trying to transform themselves into independent, non-governmental
: orgamzatxons The Ukrainian Woman’s Union, with over one-half million members and councils
in all 27 regions of Ukraine, has the potential to be a "role model” in tlus transition penod

‘The non-governmental organizations represent a dynamic and catalytic element in dealing with'
critical problems, and have already shcwn the capacity to rally public opinion and challenge the

“state on major issues. Perhaps as a principal legacy of the Chernobyl disaster, environmental
groups are a prominent feature of the NGO landscape in the Ukraine, representing a major force.
which the government has been obliged to recognize and, to a large degree, cooperate with, in
addressing social and political concerns.

"There were moving examples of E/NGO’s which were actively involved in instilling a sense of

environmental awareness in the present generdtion of school children. Perhaps more important Jor
the short term, however, were the efforts aimed at keeping environmental concerns in the public

eve.... 'Green World’ newspapers appear to have substantial circulation and impact. The were cited

by beleaguered but sympathetic government environmental officials as useful tools in supporting their

efforts to estabiish the enviromment as a facter for decision making in the present climate of economic

crisis.” Tom Kelly, World Learning, VEST team member, 1992

In the future, non-governmental organizations represent a tremendous instrumentality, a potential
~ for mobilizing opinion and action to impact on the evolution of society and address social needs
" outside the framework of the old government structures. Some characteristics of this diverse
and dynamic sector include the following:

a) Intellectually sophisticated, highly educated;

b) Novices in group dynamics and democratic’ management systems;

<) Extraordinarily open and candid about their own situation, strengths and weaknesses;



dy  Eager for dialogue with and support from the West, but only on terms of equal
_ 'Merghip and mutual respect:

" nw

e) With very different notions than we have about the definition and role of “private”, "non-
profit”, “charity” and “"governance”. Entrepreneurship is readily com.nungled with
humanitarian ideals; and the concept of alliance and cooperation between government and

- private entities lacks the same sense of clear boundaries that we have erected in the West.

All of these groups have the capac1ty and potential to fundamentally alter the fabric of Ukra.lman

‘and Russian societies. It is conceivable that at their current rate of proliferation there will be
somewhere between 2 to 3 million non-governmental organizations created by the turn of the
20th century. On their success hinges the success of the transition to a civil society for these
republics. )



THE CASE FOR
U.S. PVO/NGO INVOLVEMENT IN THE NIS

The Greatest Transition Challenge: Emergence of a Civil Society

"We must realize that for the foreseeable future the Russian and Ukrainian NGO sectors will be
in transition and cannot be equated with the American private sector. For centuries Russians
have known only a czatralized state-controiled society. Even as a non-governmental sector
struggles to emerge, it is unable to comprehend a system which does not depend on the State for
a large portion of its support." Stan Hosie, Executive Director, COUNTERPART, VEST team
co-leader- .

Today’s resurgence of the idea of a civil society within the NIS itself can be seen, in
juxtaposition to a totalitarian past, as the major transition issue crossing all sectors.

For 70 years the Communist Party carried out a program for the destruction of a civil society:

First of all, the State dutifully implemented this program by giving itself the authority of law and
by providing the necessary institutions to reinforce it, such as the army, the secret police (e.g.

KGB), and the judiciary. Secondly, the State eliminated all civil society organizations: pofitical
parties, business associations, independent media, religious and charitable institutions. Lastly,
as a consequence of the abolition of voluntarily created organizations, individual values were
eliminated from institutional life. Bat this — the destruction of citizen initiated organizations --
~was not the State’s final goal...this was a step toward the witimate goal of ehmmatmg civil
society and making its re-emergence impossible.

To make the disappearance of civil society irreversible, the State enacted far reaching programs
to change the very consciousness of the population: history and literature were radically re-
written, whole disciplines such as management and leadership education were not allowed to
evolve, media was totally controlied, and teaching became a tool for obedience to authority. In
the economic sphere, for example, the only acceptable theory was that of command-driven
central planning.

Despite the far-reaching programs to change human consciousness by creating a "new man" who
would reject the pre-Communist values expressed by the institutions of a civil society, total
progress was not made. Nevertheless, the totalitarian efforts to achieve this end dealt a
devastating blow to individual initiative. All those considered by the State to be actual or even
potential carriers of pre-Communist ideas were deprived of influence in public life and were
often physically eliminated. There are those that believe that it may take another generation
* before the repressive inheritance bequeathed to the peoples of these lands is dissipated and a new
confidence in an individuai’s self reliance is reborn.



One of the most important world macro-trends has been the tremendous growth in civil society
organizations -- especially non-profit groups (N Js and PVOs) that have been shown to be
leading the way in making positive change happen. As it relates to making change happen,
PVQs, as an essential feature of a civil society, have demonstrated a unique capacity to tap local
~ knowledge and resources, respond to problems rapidly and creatively, link diverse resources and
partners, and maintain the flexibility needed in changing circumstances.

Recoveg of the institution building capacity of civil society is the central transition issue in a
society giving rebirth., We often take for granted such civil society attributes such as: 1) value

of the individual, 2) pluralism, 4) civil consciousness, 5) private enterprise, and 6) free markets.
These very attributes in Amsrican society have led to a creative alliance -- a three-sector system:
of reciprocity — between government business and the "third sector” of private voluntary
organizations. So, our assumption is this: The real leverage point for generating positive

change in a post-totalitarian society is the recovery of private voluntary action.

"Infusion of massive amounts of capital will accomplish virtually rothing if that capital is
channelled through systems that slow the rebirth of civil society leadership. The question now is
how to make it happen.”

A Unigue and Essential Role for U.S. PVOs

"Private Voluntary Organizations are necessary as important agents of change within a
democratic political structure. Such organizations can formulate options and points of view
which over time can be infused into the political process. Given serious resource constraints,
concepis and priorities need to be fashioned in such areas as health, the needs of the elderly,
roles for women, and environmental concerns. Participation of voluntary organizatioms is
necessary to help analyze options and to advocate priorities to insure that the decision process
is inclusive and thoughtful." Malcoim Lovell, President, National Planning Association, VEST
team member, 1992

"In the U.S., NGOs are one of the most important channels for social change. They carry out social,
economic, and political programs at the local level as well as nationally to better the quality of life
our citizens. They model democratic procedures and processes to solve local problems. They
represent the pluralism and diversity in the private sector which strengthens the stability of our
democratic society. Most importantly, they carry ot tasks that governments are not able to perform
and supplement governme:: efforts to meet the needs of its citizens.” Elise Fiber Smith, Winrock
International, VEST team member, 1992

As mentioned previously in this report, PYOs, as an essential feature of a civil society, have
demonstrated a unique capacity to tap local and global knowledge and resources, respond to
problems rapidly and creatively, link diverse resources and partners, and maintain the flexibility
needed in changing circumstances.
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The experience of the VEST team in Russia and Ukraine has dramatized the importance of
encouraging U.S. PVOs, the cornerstone of the American civil society, to play an active role
in the immense changes which are taking place to transform these societies into nations that can
compete effectively in the 21st century.

Individually, and in the aggregate, U.S. PVOs represent a wealth of expertise and experience
in building sustainable charitable and non-profit service organizations, fundraising and
grantmaking, human resource and small enterprise development, environmental resource.
management and agricultural extension services. They operate on the very principles that-are
the underpinning of a civil society -- individual self-worth, civic consciousness and voluntarism,
and democratic participation and governance.

There are more than six million U.S. PVOs providing for many social, health, educational,
religious, cultural and other needs of the citizenry. Because of their special integrative skills,
PVOs are increasingly working in creative and strategic alliances and partnerships with one
another, government, business, and private foundations,. helping to advocate for and insure the
effective delivery of a broad range of social services both domesticaily and abroad. '

U.S. PVOs have the capacity to become the knowledge bridge for our Ukrainian and Russian
counterparts - facilitating dialogue, networking and technical cooperation — to- accelerate and
strengthen the development of a viable civil society, and the foundation for a stable democracy. -

"American PVOs have much to contribuie: as partners, cocperating agencies, co-generaiors of
program plans, co-managers of joint ventures, sharing their entrepremeuricl traditions and
experience of a free society with CIS counterparts.”  Stan Hosie, Executive Director,
COUNTERPART, VEST team co-Teader, 1992
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TIME FOR A PARADIGM SHIFT:’
KNOWLEDGE CO-GENERATION VS. WEALTH TRANSFER

" .. What the Russian people are saying is this: What peaple from this proud couniry need, as we
move towards democratization, are partnerships that increase preductivity, access global information
resources and sharing of technologies...We do not need old style forms of humanitarian aid.”
Gennady Yagoden, Rector, International University of Russia. October 1992.

"It was exceptionally clear to me that there was no simple package of technology, management
know-how, or marketing strategies that could be brought from the United States and given to our
Russian and Ukrainian colleagues. The process which was described to me many times, was one
of shoring knowledge at a fairly high level and, through that sharing process, fo create Rew
knowledge. This co-generation of knowledge could be of sufficient significance to have an impact
on the massive agricultural sector.” Ed Bullard, Founder and President, Technoserve, VEST team
member, 1992 '

The massive political, social and ecoromic changes of the past few years in the NIS have given
rise to a growing debate over America’s foreign assistance role in the post-Cold War Era. No
matter which direction this debate goes, it is abundantly clear that some re-thinking must begin -
right now, as the NIS context is like nothing we have experienced so far. Of course, these are
‘bold assertions. But there is more than a crisis. There is vast oppertunity for all of us to learn:
because of the unique situation as well as its more strategic importance.

An involvement in the NIS should be seen as an important vantage point for demonstrating
foreign assistance prototypes for a new era. Based on our visit to Russia and Ukraine, we
believe that James Baker, in his April 30, 1992 testimony before the House Foreign Affairs
Committee, hits the center of the bulls eye when he sets forth the following challenge:

"What these new independent states need more than anything eise...that for
which they truly hunger...is kriowledge: how to build democratic institutions,
how to operate in a free market economy. These states do not require old
style "foreign aid" as much as they need something different: the knowledge
that can be passed along by the active involvement of an engaged private
sector.” — that is, civil society organizations (private voluntary and business)
in partnership with the U.S. government.

A paradigm shift is a distinctly new way of thinking about old problems. In this report, we assert tﬁe need for
a paradigm shift in our thinking about foreign assistance, because of 1) the unique circumstances of the NIS
context and 2) recent global changes, including the globalization of knowledge as a resource for development.
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What is needed, we argue, is a paradigm of reciprogity -- an approach that sees knowledge co-
generation and mutual investment and respect as the true capital of development. In this model,
foreign assistance is no longer material or wealth iransfer. It is knowledge co-generation. It
is based ca global-local access to the inexhaustible resource of information.’ The frontier of
development work, especially when envisioned in the context of a highly advanced culture or
region like the NIS, is in the areas of "knowledge alliance”.

In a recent poll taken throughout the Russian Federation, less than one percent of those.
responding felt they needed more humanitarian assistance in the form of food supplies. Some
ninety percent said they wanted ideas and technology to help impreve production and deal with
social problems in areas of health and ecology. In more heated language, V.F. Pisigin, an
economic advisor to Russian President Yeltsin said: | '

"My view on Humanitarian aid? Well, you all know the criticism that the food gets sold and used on
drinking. My view: ir would be good if the food really did go to the people and that they use it for
drinking. Right now it is doing more harm. You must understand when it goes through government
departments, it is going right into the hands of a system that we've been trying to get away from. It
is supporting that last gasp of the rotalitarian regime. And thar, to me, is unbelievable. Totalitarian
groups have ruined this country. Pouring money into that system, which is a carcass that should be
allowed to die, will paralyze totalitarian reforms. 1 tell you this: it has ruined our country. To
suppoit it is unbelievable.”

As best said by VEST team member Professor David Cooperrider: "A paradigm of reciprocity -
in development begins, only, the moment we see the greatness that exists in others. That

“greatness exists in the CIS people. 1t’s the system that was bad, and even that could not kill the
spirit of these advanced people.”

The information industry, estimated io exceed $1.4 trillion in 1992, is becoming the largest segment of the
economy. Japan has emerged as 2 world economic leader by recognizing one thing: development is no longer
the movement of materials or goods; it is the ability to acquire, integrate and process informaticn in ways that
empower innovation, new management methods, rapid respoase, learning and the like.
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Guiding Principles for U.S. PVO/NIS NGO Cooperation

"The working relationship with CIS NGOs to be effective and productive calls
for a radical departure from most previous US PVO partner relationships.
The dramatically different circumstances of the CIS dictate a new paradigm
" in international cooperation and one to which US PVOs must adapt if they
are to participate in the social revolution already taking place in the CIS, and
in particular, if they are to cooperate in developing a private non profit
sector in the new civil society fast taking shape in Russia and Ukraine.”
Rudy von Bernuth, Associate Vice President, Save The Children, VEST team
-~ member, 1992.

In developing partnerships and linkages between U.S. and Russian and. Ukrainian NGOs, the.
first requirement is to recognize that NIS and US NGOs will be working as equal partners. The
NIS population is highly educated: the literacy rate is close to 100%. One must also realize
that " there are well established systems of management, research, information gathering,
distribution and components of sophisticated production... to view assistance as a catalyst is the
-most appropnate course of action. (UNICEF/WHOQ Collaborative Mission Report, March 17,
1992).

Establishment of trust is the first step. Cross-cultural communication skills are vital for building
understanding and trust. Beginning steps should also include 2) identifying links to
organizations with similar missions, b) developing a dialogue, and then designing and executing
a joint activity. You will find that Russian and Ukrainian counierparts are eager for concrete
action -- not talk. Small concrete pilot activities will develop the trust relationship critical for
long-term partnership and joint activity.

The fundamental guiding principles of this new paradigm for co-equal partnership and
cooperation include:

* mutual trust and understanding
* mutual respect
* mutual investment

* willingness by the U.S. PVO to allow the NIS NGO to take the lead in agenda setting,
and to be the senior partner in the decision making process

* commitment of the U.S. PVO partner to providing practicéi guidance and training in
fiscal oversight to the CIS NGO while retaining fiscal controi as required by donorg
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The free fall of local currencies, the significant lack of budgetary and accountancy
training, and the gulf in perceptions between peoples in the first flush of exploration of

non-profit modalities on the one hand, and the very established auditing princi’fples of
western aid donors, makes it critical that U.S. PVOs provide practical guidance in fund
management and a significant degree of training by example.

*knowledge co-generation: will include skill training, technology sharing, team
approaches to problem solving through workshops, staff secundment, and information
sharing networks.

"Institutionalizing the aim of partnerships means shared management-mutual
investment, shared governance, peer review, joint decision making, and true
experience-based learning by doing, side by side together.” Professor David
Cooperrider, Weatherhead School of Management, Case Western Reserve
University, YEST tearn member, 1992.

Examples of Paradigm Pioneers

Center for Citizen Initiatives

Center for Citizen Initiatives (formerly the Center for US-USSR Initiatives) is a US non-profit.
organization which has partner non-profit organizations in Moscow and St. Petersburg.. Since
1983 the Center has built links between US and USSR citizens with the goal of normalizing
relations between our two couniries and assisting democratic forces in the former Soviet Union.

The Center’s Moscow parmer is the International Bank of Ideas. The Center’s St. Petersburg
partner is the Center for Citizen Initiatives. Both offices assist Center coordinators from other
regions. The Center’s CIS network includes 15 program advisors, seven telecommunication
systems for quick communication, program coordinators in ten CIS cities and program
participarus in 70 cities in the former Soviet Union. lts major multi-year CIS programs include
business management, environment, alcoholism and addictions, and agriculture. ~Former
programs included exchanges in medicine, philanthropy, law enforcement, education and culture.

Of special interest to the VEST team is the Center’s program to assist CIS citizens to develop
an independent private sector through an internship placement program which places CIS
entrepreneurs in American firms for business managemeni training in micromanagement,
organizational development, marketmg, public relations, accounting, quality control, and other
small engerprise skills.
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Foundation for Social _Innovarions

FSI was founded by Gennady Alferenko in 1987 .. develop and implement ideas and projects
* that will create significant, innovative social revival and renewal in the USSR". Almost a year
after FSI gained legal status as one of the first independent, non-governmental organizations in
the USSR, FSI USA began operations -- providing a vital communications link as well as.
~ technical assistance and program support. '

" The FSI (Moscow) and FSI USA partnership is -a unique model of collaboration between a -
 Russian indigenous NGO and an American NGO. Legally independent of one another, they
function as one organization, backed by a common mission and programs. This is made possible
by daily E-mail communication berween Moscow and New York and by the relationships that
have been built berween staffs and boards of both organizations. In the future, it is hoped that
the mO'organizations will share a common board of directors.

' The Space Flight Europe America 500 project, co-sponsored by FSI and the Central Speczal L
Construction Bureau and endorsed by the Russian Parliamemt and the Mayor of Seattle,

Washington, will launch a rocket (nicknamed "From Russia with Love ") which will take off from
the military spaceport of Plesetsk and land in international waters near Seattle on Thanksgiving
Day 1992 - in FSI's own words, "ushering in a new era of technical and economic cooperation. ™

ISAR

In 1989, ISAR (formerly the Institute for Soviet-American Relations) began to create an informal
nerwork of U.S. NGOs involved in joint activities in the Soviet Union. In 1990, ISAR established.
contact with the Socio-Ecological Union (SEU), the largest network of environmental NGOs in
the USSR. The initial contact blossomed into a partnership involving many SEU member groups
which focuses on improving communications between groups in the United States and the NIS.
Together ISAR and SEU have established an electronic mail network linking grassroots. groups
_ throughout the former republics that now includes over 30 e-mail stations in 13 of the 15
republics. In addition, ISAR has opened an Internatioral Ciearinghouse on the Environment
(ICE) with offices in Washington and Moscow to facilitate joint NGO activities and the shanng
of information on environmenial issues.

International Physicians for Preventsion of Nuclear War (IPPNW)

Created in 1980 as a knowledge bridge between Russian and U.S. physicians IPPNW has now
emerged as an international NGO. In less than five years afier their linkage was created, the
Nobel Committee awarded IPPNW the Nobel Peace Prize for its service to all mankind in
"crearing an awareness of the catastrophic consequences of atomic warfare.”
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‘Today, this counterpart organization has turned its atzention to longer term international health
concerns and is soon to be launching a satellite -- "The Satellite Project” — that will have all
of the worid’s most up-to-date diagnostic information on it. Most importantly, this information
will be easily accessed, even in the most remote rural areas, by the use of a simple hand-held
device -- making knowledge available to the places most in need, including all developmg
counmes . .

I_‘win Cities/Sister Cities

"Twin Cities" International Association is dedicated to the overall development of the sister cities :
movement in Russia and other sovereign states within the territory of the former Soviet Union, . .
serving the interests of the people living in these cities: Established as a totally independent,

self-financing and independently governed organization in 1991, Twin Cities International is the |

" Russian counterpart tc Sister Cities International/USA in a joint U.S.1.A.-sponsored "Mumc:pal :

Education and Training Program for U.S.-C.1.S. Sister Cities.” Under this program, training - R

to sister city counterparts in'the C.1.S. is related to forming skills that are reqmred for the. |
development of self- govemment democrauc processes and market economies.

World Vision Relz tand Develogment

World Vision’s inhovative relief and development activities in Romanie to address the plzghr of .

- - some 140,000 infarnts and children languishing in il .equipped and undersiaffed institutions,

provides a drg)nazic illustration of knowledge alliance and co-generation.

" Their strategy called for a vast set of knowledge links between counterpart universities and
PVOs/NGOs. One such linkage transformed a series of orphanages immediately. In one effort, =
almost overnight, the empty libraries of Romania’s medical schools were brought up-to-date,
with simple PC and CD-REM technologies providing the past 50 years of pediatric information

and journals. The impact was tremendous. It not only resulted in better linkage with a number
. of U.S. pediatric centers, but also became the basis for a first time linkage between the

~ Romanian medical students and the orphanages. The culture of silence surrounding the children
would be broken forever 7

7

Opportunities for Charting a New Course.” In Advances in Strategic Management, 1992
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RECOMMENDATIONS

FOR US GOVERNMENT OFFICIALS:

& That the 103rd Congress é;nd the new Administration support the pubﬁefpﬂvate. . "
partnership, identifying civil society organizations (private. voluntary and busmess) as key =

facﬂltators for a successful transition from totalitarianism to democracy,

L  That the USG and Congress recognize the role of U.S. PVQs as more than purvefors of L

“"food and humanitarian assistance” which meet shorter term needs, but also as uniquely

American instruments for sharing of technical and cooperative assistance to address the - T

IOnger- ‘term issues of development in the CIS;

®  That the Agency for International Development support, strengthen and expand the ﬁeld: o

activities of U.S. PVOs, in program areas consistent with U.S. Govemment pol1c1es and
pnonties

~®  That the Agency for International Development include a componeni designed to assist

U.S. PVOs to further professmnahze their own management systems a.nd techmcai
backstoppmg of their field programs in the former Soviet Union.

- In addition, most of the followmg recommendations pertaining to Ukraine and the Russmn

. Federation are a ‘synthesis of those cited in the "SECTOR OBSERVATIONS" section of this
- report. - For a clearer understanding of the ra.tmna.le behind them please refer to the SECTOR

OBSERVATIONS
_ Recommendauom

' The. VEST team supports the recommendation of the State Department: "What these new.

independent states need more than anything else...is kngwledge -how to build democranc s

institutions, how to operate in a free market economy."
. Recommendation 2

| ~In order to successfully effect Recommendation 1, what is needed is a new foreign assistance
- paradigm — a paradigm of reciprocity -- an approach based on the assumption of co-equal

‘partnership and that sees knowledge co-generation and mutual investment and respect as the true
‘capital of development
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Recommendatior 3

Facilitation of private voluntary action and the strengthening of civil society institutions is
necessary to generate a successful transition to democracy. Civil society institutions include:

* advocacy groups

* charitable organizations

* independent media

* micro and small enterprises.

* information clearinghouses

* business, labor, trade and educational associations

Recommmdatim 4

U.S. PVOs have the capacity to become a knowledge bridge for our Ukrainian and Russian -

“counterparts -- facilitating dialogue, networking and technical cooperation -- to accelerate and

strengthen the development of a viable civil society, and the foundation for a stable democracy
.Sub-recommendations.

Networking, linkages, partnerships, and creative alliances with Ukrainian and Russian
counterparts should be fostered and nurtured and supported by private and public donors

' Intemsiup opportunities should be explored, and supported by pubhc and private donors

Grants for Ukrainian and Russian NGO development and capac:lty bmldmg sheuld be a '
high priority for private and public donors :

- Recommendation 5

U.S. PVOs are uniguely qualified to be agents of change within newly emerging civil societies,
helping their NIS counterparts formulate options and priorities in sectoral activities vital to the
improvement of the quatity of life and the flourishing of democracy and free markets '

Sub-recornmendations:

Capacity building for Ukrainian and Russian NGOs should include training in:

*leadership *procurement
*management *marketing
*financial accountability *strategic planning
*communications : *fundraising
*computer skills *law

*customer service *advocacy
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Recommendaﬁoﬁ 6

A Counterpar‘ Service Center should be established ir both Ukraine and Russiz to do the
following:

' Become g Clearingbouse and Facilitate:

hnkages between Ukrainian/Russian NGOs and US PVOs/NGOs
*technical cooperation and management training services
© *access to exchange and internship programs
- *access to experiise on program planning, propcsal development and funding
- *access to informational networks

'Pioneer a new era of techmcal cooperation between U.S. PVOs and Ukrainian/Russian
- NGOs based on the assumption of equal partnership and knowledge co-generauon o

Aitract mcreased resource flows from the U.S. PVO -foundation and cooperatwe_
communities to complement A.I.D. flows and speed up the pace of technical cooperation
. with Ukrainian/Russian counterparts

Recommendaaon 7

Deveiopment and enactment of legislation to provide a statutory basis for the organization.and '
- operation of NGOs must be a high priority for civil society governance.

Sub-recommendations: -
Development of a model law govéﬁﬂng NGQOs, and accompanying materials

Development and dissemination of materials expiaining the role of law in a democra.tic
and pluralistic society as well as the role of NGOs

Welwment of materials explaining the concepts of NGO law for the benefit of NIS
lawyers

Conferences and seminars, utilizing these materials, for the purpose of providing
training on NGO legal concepts for lawyers and others in the NIS

An information clearinghouse should be created to provide information and expertise on
legal matters
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d Second Congress of the WPnited States of America

AT THE SECOND SESSION

Begnn and held at the City of Washington on: Friday, the third day of January,

one tkozmmd nrine hundred and nmetv-two

An Act
To provida for improved energy efficiency.

Be it enacted by the Senate and  House of Representatives of
- the United States of America in Congress assembled,

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
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: (b) TABLE OF CONTENTS.—

> TITLE 1-ENERGY EFFICIENCY
: Subtaﬂe A~Buildings
101. Building ene: efficiency standards,
102. Residential LA aiﬁﬂ
Iﬁ Enelg efﬁ ting and bm eenteﬁ.

105. Energy eﬁment mortgagu.
106. Enez-gy efficient mortgages pilot program.

Bebtitis B—Utilities

111 Encomgement of investments i in conservation and energy efficiency by

112, Bacrgy Sbcieany grants to State regulatory authorit

'112. Energy @ cxeney a es,

113. Tennzzses Vall Euthonty least-cost planning program.

114. Amendment of Hocver Power Plant Acg.

115, Encourgiement of investments in conservation snd energy efficiency by
gas utilities,

Subtitle C—Applianes and Equipment Enargy Efficiency Standards

121. Energy efficiency labe forwm&omandmndwmu

122, I‘lzw.-t-gy?g oomervnt. ncym mumhng ents for certain commercial and industrial
nipmen

123. E:gcgy consarvation reqmrements for eertain lampe and plumbing prod-

124. ngh-mtenmty dmchnrge lamps, dmtn'huuou tunsfomm, and small elee-
tric motors.

125. Energy efficiency information for commercial offics equipment.

-128. Energy efficiency information for luminsires. P

127 Report on the potential of cocperative advanced.appliance development.

128, Evaluahon of ut:hty early replacement programs for applianices,

Subtitle D—Industrial

131. Energy efficiency in industrial facilities,
132. Process-ori ind

ustrial energy efficiency.
133. Industrial insulation and audit guidelines.

Subtitle E—State and Local Assistance
141. Amendments o Stata energy conservation program.

142, Amendmentz to low-income weatherizstion program.
143. Energy Ex%ension Service program.

Subtitle F-—Federal Agency Energy Managernent

Sec, 151, Definitions.

Sec. 152. Federal energy management amendments,

Sec. 153. Gerleral Services Administration Federal Bmldmga Fund.
Sec. 154. Report by General Services Administratic:

Sec. 155. Energy savings performance contracts,

-

%%?#%&_

&’m’ g

eFE ﬁ’??? & 5??

m

Best Available Copy



H.R.776—3

_ Subtitle A--Electric Motor Vahicle Commercial Demonstration Program
Sec. 811. Program and solicitation.
Sec 615, Disooaon of proposals.
. D £ paymenta,
i ot Contlay
X to Congress,
Sec. 516. Authorization of appropriations.

- Subtitle B—Electric Motor Vahicle Infrastructure and Support Systems
Development Program

See. 622, :

Sec. 623, Protection of proprietary information.
Sec. 624. Compliance with existing law.

Sec. 626. Electrie utility participation study.
Sec. 626, Anthorization of appropriations.

TITLE VII--ELECTRICITY

. Subtitle A—Exempt Whelesale Gansratora

Sec., 711. Public Utility Hold.i:;g Company Azt reform. _
Sec. 712, State corisidération of the effects of power purchases on utility cost of cap-
. ital; consideration of the effects of loveraged eapital structures on the
reliability of wholesale pawer sellers; and consideration of adequate fuel

supplies, :
Sec. 713, Plélbﬁg utility holding companies to own interests in cogeneration facili-
es,

" Sec. 714. Books and records.
Sec. 715. Investment in foreign utilities.

Subtitle B—Federal Pawer Act; Intarstate Commerce in Electricity

Sec. 721. Amendments to section 211 of Federal Power Ast.
Sec. 722. Transmission services.

Sec. 728, Information requirements,

Sec. 724. Sales by exempt wholesals generators.

Sec. 725. Penalties,

Sec. 726. Definitions,

Subtitle C—State and Local Authorities
Sec. 731. State authorities.

TITLE VI!I--mGH-LEVEL RADIOACTIVE WASTE

Sec. 801. Nuclear wasts disposal. ) .
Sec. 802. Office of the Nuclsar Waste Negotiator. .
* Sec. 803, Nuclear Wasts Management Plan, - &

- TITLE IX—UNITED STATES ENRICHMENT CORPORATION
Sec. 901, Establishment of the United States Envichment Corporation.
See. 902, Conforming amendments and repealers.

~Seec, 903, Restrictions on nuclear exports,

Sec. 904. Severability. -

TITLE X—REMEDIAL ACTION AND URANIUM REVITALIZATION
E Subtitle A—Remedial Action at Active Processing Sites
See. 1001. Remedial sction program,
Sec. 1002, Regulati

Ons,
Sec. 1003. Authorization of appropriations.
Sec. 1004. Dsiinitions.

Subtitls B—Uranium Revitalization

Sec, 1011, Overfeed

Sec. 1012. Nationsl gt.rateg:le Uranium Reserve,

oy T Rexpgfm'b:h fggog?u?;;m%

See, A ility for the in: A

See. 1015, Annual mn?nm purchase

See, 1015. Uranium inventory study, _

See. 1017. Reg{ztary treatment of uranium purchases,
Sac, 1018. Definitions,

Sec. 621. General ‘authority.
Proposals.



H.R.776—4

Subtitle C—Remedial Action at Inactive Processing Sites
Sec. 1031. Uranium Mill Tailings Radiation Contro! Act extension.
TITLE XI—URANTUM ENRICHMENT HEALTH, SAFETY, , AND ENVIRONMENT
Sec. 1101. Uranium enrichment health, safety, 2nd environment issues.

See. 1102. Licensing of AVLIS. -

Sec. 1103. Table of contents.
TITLE XII—-RENEWABLE ENERGY
Sec. 1201. L '
Sec. 1202, Demonatration and coramertial application projects for renewable energy
and energy efficiency technologies, '
Sec. 1203. Renewable energy export technology training.

Sec. 1204. Renewable energy advancement awards.
See. 1205, Study of tex and rats treatment of renewsble energy projects.

" Sec, 1206. Study of rice milling en ¥ by-product marketing,

Sec. 1207. Duties of interagency group on renewabie energy and energy ef-
ficiency exports. :

Sec. 1208. Study of export gmmoﬁon practices.

Sec. 1209. Data system and energy technology evaluation,

Sec. 1210. Outregsh.> . '

Sec. 1211, Innovative renewabls energy technology transfer program.

Sec. 1212, Renewable energy production incentive,

TITLE XTII—COAL
Subtitle A—Research, Development, Demonstration, and Commercial Application
Sec. 1301. Coal research, development, demonstration, and commercial application
pro 5 . ‘
See. 1302. cm-ﬂﬁ“ diese] engines,

See. 1303. Clean coal, wasta-to-snerpy.
See. 1304. Nonfuel use of cosl, ey

1305. Coal refinery program. -

See.
_Sec. 1306. Coalbed methane reco

See. 1307. Metallurgien! coal development.

See. 1308, Utilization of coal wastes,

See. 1309. Underground coal gasification.

Sec. 1310. Low-rank coal research and development.
Sec.  1311. Magnetohydrodynamiics.

Sec. 1312, Oil substitution through coal liquefaction,
Sec. 1313. Authorization of appropriations.

Subtitle B~-Clern Cosl Technology Progmm
Sec. 1321. Additional clean coal technology solicitations.

" Subtitle C—Cther Coal Provisions

See. 1331, Clean eoal techno‘_!og promoticn and interagency esordination.
Sec. ‘1332. Innovative clean ¢ logy transfer program.,
Sec. 1333. Conveational coal technology transfer,
Sec. 1334. Study of utilization of coal combustion byproducta.
Bee. 1335. Calculation of avoided scost.
Sec. 1397 Nationsl clemngh '
. Natio: ouss,
Bee, 1338, Coal exgrb. '
See. 1339. Ownership of coalbed methane,
See. 1340. Establishment of data bage and study of transportation rates,
Sec. 1341, Authorization of appropriations.

TITLE XIV—STRATEGIC FETROLEUM RESERVE

See. 1401. Drawdown and distribution of the reserve.
See. 1402. Expansion of reserve, .

See. 1403. Awvailability of funding for leasing,

Sec. 1404. Purchase from stri well properties,

-3

See, 1405. Redesignation of isiand States. -

Sec.. 1406. Insular areas study.
TIiTLE XV—OCTANE DISPLAY AND DISCLOSURE

~ 8ec. 1501, Certification ard posting of automotive fuel ratings,

%;fj,



H.R.776—5

See. 1502. Increased auathority for enforcement.
Sec. 1503. Studies.

TITLE XVI—GLOBAL CLIMATE CHANGE
See. 1601. Report,
Sec. 1602, Least-cost energy atrategy.
Sec. 1602, Director of Climate Protection.
Sec. 1604. Assessment of alternative policy mechanisms for addressing greenhouse

gas emissicns.
Sséc..c' %ggg. National inventory and voluntary reporting of greenhouse gases,
e
: ve envirp 0 er
See. . 1608, Globalcﬁmntacbmgamponufuﬁ pro
TITLE XVII—-ADDITIONAL FEDERAL POWER ACT PROVISIONS
Sec. 1701, Additional Federal Fower Aet provisions.

TITLE XVIII—OIL PIPELINE REGULATORY REFORM

See. 1801. Ol pipeline ratemaking methodology.
Sec. 1802. smﬁmﬁnf of Commuasi pmc;tﬁms.
Sec. 1803. Protection & certain existing rates,
Sec, 1604. Definitions.

TITLE XX—GENERAL PROVISIONS; REDUCTION OF OIL VULNERABILITY
"See. 2001, Goals,

Subtitle A—Oil and Gas Supply Enhancement
Sec. 2011. Enhanced oil Tecovery.
Sec. 2012. Oil shale,
See. 2013. Natural gas augply.
Sec. 2014. Natural gas end-use technologies.
See. 2015. Midcontinent Energy Researoég Center.

Subtitle B~~0il and Gag Demand Reducticn and Substitution

Sec. 2021, General transportation,
g:c.c. 2022, Advanced avtomotive fusl economy,

2023. Alternative fuel vehicle program.
See. 2024. Biofuels nserufeacili y

Sec. 2025. Electn: motor veh.l%u and associated equipment research and develop-
.ment. -
Sec. 2028. Renewabls hydrogsn energy.
See. 2027, Adnneedediese! emissions program,
Sec. 2028. Telecormmuting study,
Subtitle A~Improved Energy Efficiency

' improved energy efficiency.
Sec. 2102. Ratural dgu and electric heating and cooling technologias.
Sec. 2103. Pulp an %er:
Sec, 2104, Advanced dings for 2005,
Sec. 2105, Electric drives,

‘See. 2108, S alomi and metal resesrch,
Ser. 107, Tmprovine o,

. efficd in snergy-intensive industries.
Sec. 2108, En%mﬁgimggl Program. —

Subtitle B—Electricity Generation and Usa

Sec. 2111. Renewabla A
Sec. 2112, High sfficiency heat engines.
Sec. 2113. Civilian nuclear waste.m
Sec. 2114. Fusion energy.
Sec.- 2115. Fuel cella,
& %gg Ex_wir::mental restoration ?!m:ti \:;a:;a management progranm.

R - ture gu o P
See. 2118. %ghechic ond ¢ magnetxcpeﬁr:?gs research mblic information dissemina-

tion
See, 2118, Spark % Renewable Energy and Oeean Technology Center

Subtitie C--Advanced Nuclear Reactors
-See, 2121. Purposes and definitions,



H.R.776—6

Sec. 2122, Program, goala, and

See, 2122, Commercialization of advanced light water reactor tachnology.
Bec, 2124, P‘rotomo demonstration of advanced nuclear reactor technology.
Sec. 2125.

Sec. 2126. Authorizstion of appropriations,
TITLE XXII--ENERGY AND ECONOMIC GROWTH
Sec. 2201, National advarced msterials initintive.
Sec. 2202. Nationa! advanced mﬂm technologies initiativa,
= i
. on valipmen
2206. Definitions. : reE

g

TITLE XXIII—POLICY AND ADMINISTRATIVE FROVISIONS
Bee. 2301. Policy on major construction projects. '
See. 2302 Eﬁugy rescarch, development, demonairation, and eommercial applica-
on edvisory board.
Bec. 2303. Amendments to existing law.

Sec, 2304. Management
M%M.Cgﬂmhﬁpgmwmningmdmmm&mdofnu-

Sec. 2307, Uncosted ob

TITLE XXIV~-NON-FEDERAL POWER ACT HYDROPOWER PROVISIONS

Sec. 2401. Rights-of-way on certain Federal lands,
Sec. 2402. Dams in national park units,

Sec. 2403. Third party contracting by FERC,

Sec. 2404. Improvemen tateﬂm‘ Federsl facilities.

Sec. 2308, Limei::on participation by companies.

TITLE XXV—=COAL, OIL, AND GAS

rock geothermal] energy.
gmkgm&ermalenmfnummUnitedSum
's:m”“ Mining Act implementation,
2505. Foderal lignite coul topalt | _
Acquired Faoderal mineral receipts mansgement.

ofl and gas, &

SAEPas
g8

§§§
i

3.
14, Surface :
18. Ammmmmagsmm Mining Act.
TITLE XXVI—INDIAN ENERGY RESOURCES

BEERER
:
g

i
;
b

anaigy rasourcs development and energy vertical intogration
on Indien reservstions. "
Indian resource on.
Sec. 2606. Indian Emruwkmuru i
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Sec. 2802. Post-construction hearings on combined licenses,
See. 2303. Rulemaking.
Sec. 2804, Amendment of a combined license pending & hearing,
Sec. 2805. Judicial reviaw,
Sec. 2808. Effect on pending proceedings.
Sec. 2807. Conforming amendment,
TITLE XXIX~ADDITIONAL NUCLEAR ENERGY PROVISIONS.

Sec, 2001, State authority to regulate radiation below level of NRC reguiatory con-
cern.

Sec. 2002, Employee protection for nuclear whistleblowers,
Sec. 2903. Exemption of certain research and educational licensees from annual
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SEC. 2. DEFINTTION.

For f%71:11'-pf.1ses of this Act, the term “Secretary” means the Sec-
retary of Energy.

TITLE I—-ENERGY EFFICIENCY
| Subtitle A—Buildings®’

SEC. 101. BUILDING ENERGY EFFICIENCY STANDARDS,

(a) IN GENERAL.—Title III of the Ener? Congervation and
Production Act (42 U.S.C. 6831 et seq.) is amended—
(1) in section 303—
(A) by striking paragraph (8);
(B) by redesignating f)ara phs (10), (11), (12), and
(135 as paragraphs (8), (10), 5.?), and (12), respectively;
any

{C) by adding at the end the following new

ar7a,

(13)%% term Federal building energy standards’ means
energy consumption objectives to be met without specification
of the methods, maierials, or eqmc?ment to be employed in
achieving those objectives, but including statements of the
requirements, criteria, and evaluation methods to be used, and
ARy niecess commentary.

jF“‘(M) ’Fﬁg term ‘“voluntary building energy code’ means a
building energy code developed and updated through a consen-
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and development activities conducted pursuant to such activities,
including joint venture activities, is for the benefit of the partici-
pants (particularly domestic companies) that provide financial
resources to a project under this title, the Secretary, for a period
ofuptod iVeam after the development of information that—
(1) results from research and development activities con-
ducted under this title; and
(2) would be a trade secret or commercial or financial
information that is privileged or confidential if the information
had been obtained from a participant, -
-shall, notwithstanding any other provision of law, provide appro-
priate protections against the dissemination of such information
to the public, and the provisions of section 1905 of title 18, United
States Code, shall apply to such information. Nothing in this sub-
‘gection provides protections against the dissemination of such
information to Congress.
(b) DEFINITION.—For purpcses of subsection (a), the term

- “domestic tomipanies” means entities which are substantially

involved in the United States in the domestic production of motor
vehicles for sale in the United States and have a substantial
percentage of their production facilities in the United States.

SEC. 624. COMPLIANCE WITH EXISTING LAW.

Nothing in this title shall be deemed to convey to any person,
partnership, corporation, or other entity, immunity from civil or
- criminel liability under any antitrust law or to create defenses
to actions under any antitrust law,

SEC. 625. ELECTRIC UTILITY PARTICIPATION STUDY.

The Secretary, in consultation with appropriate Federal agen-
cies, representatives of State regulatory commissions and electrie
utilities, and such other persons as the Secretary considers appro-
priate, shall undertake or cause to have undertaken & stu y to
determine the means by which electric utilities may invest in,
own, sell izlase,. service, or recharge batieries used to power electric
motor vehicles.

SEC. 626, AUTHORIZATION OF APPROFRIATIONS, "

There are authorized to be oaoporopriated to the Secretary for
purposes of thia subtitle $40,000,000 for the 5-year period beginning
with the first full fiscal year after the date of enactment of this
Act, to remain available until expended. :

TITLE VII—ELECTRICITY
Subtitle A—Exempt Wholesale Generators
SEC: 711. PUBLIC UTILITY HOLDING COMPANY ACT REFORM.

The Public Utility Holding Company Act of 1935 (16 U.S.C.
79 and following) is amended by redes;}natin gectiong 32 and

33 as sections 34 and 35 respectively and by adding the following

new section after section 31:
“SEC., 32, EXEMPT WHOLESALE GENERATORS.

“(a) DEFINITIONS.—For purposes of this section—
“(1) EXEMPT WHOLESALE GENERATOR.—The term ‘exempt
wholesale generater’ means any person determined by the Fed.

Sl
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eral Ene Regulatory Commission to be engaged directly,
or indirectly through one or more affiliates as defined in section
2(a}(11XB), and exclusively in the business of owning or opérat-
ing, or boti} owning and operating, all or part of one or more
sligible facilities and wlﬁnieelecmg energy at wholesale. No
- person shall bs deemed to be an exempt wholesale generator
under this section unless such person has applied to the Federal
Energy Regulatory Commission for a determination under this

‘paragraph. A person applying in good faith for such a deter- .

mination shall be deemed an exempt wholesale generator under
this section, with all of the exemptions provided by this section,
until the Federal Ene Reglﬂatoryd)ommm‘ sion makes such
determination. The Federal Ene Regulatory Commission
shall make such determination within 60 days of its receipt

~of such application and shall notify the Commission whenever

a determination is made under this le ph that any person
is an exermspt wholesale generator. Not later than 12 months
, after the date of enactment of this section, the Federal Energy
" Regulatory Commission shall promulgate rules implementing
the provisions of this'paragaph. Applications for determination
g ._ t%fter the effective date of such rules shall be subject
eretp,
“{2) ELIGIBLE FACILITY.—The term ‘eligible facility’ means
a facility, wherever located, which is either—
. (A used for the generation of electric energy exclu-
siveli for sale at wholesale, or
~ “(B) used for the generation of electric energy and
leased to one or more. public utility companies; Provided,
That any such lease shall be treated as a sale of slectric
energy at wholesale for purposes of sections 205 and 206
of the Federal Power Act. '
Such term shall not include an&: facility for which consent
is required under subsection (c)
obtsined. Such term includes interconnecting transmission
%dlitiﬁ‘es ‘necessary tofeghgt a sale Oi;:lthmc _enex:Pv ci?it whole-
- sale. For purposes o aragra s term ‘fa may
“include a portion of a fac?li ject mﬁo !imitafz%ns of
subsection (d) and shall include a facility the construction of
which has not been commenced or completed. :
%(3) SALE OF ELECTRIC ENERGY AT WHOLESALE —The term
‘sale of electric energy at wholesale’ shall have the same mean-
ing as provided in section 201(d) of the Federal Power Act
(16 U.S.C. 824(d)).

*(4) RETAIL RATES AND CHARGES.~The term %Tetail rates.

and charges’ mieans rates and charges for the sale of electric

en directly to consumers.

“(b) FOREIGN RETAIL SALFS.~Notwithstanding paragraphs (1)
and (2) of subsection (a), retail sales of electric energy produced
by a facility located in a foreign country shall not prevent such
facility from an eligible facility, or prevent a person owning
or operating, or owning and operating, such facility from
being an exempt wholesale generator if nons of the elsctric energy
generated by such facility is sold to consumers in the United States,

*(c) STATE CONSENT FOR EXISTING RATE-BASED FACILITIES. —
If a rate or charge for, or in conmection with, the construction
of a facility, or for electric en produced by a facility (other
than any portion of & rate or charge which represents Tecovery

such consent has not been -
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of the cost of & wholesale rate or charge) was in effect under
the laws of any State as of the date of enactment of this section,
in order for the facility to be considered an eligible facility, every
State commission having jurisdiction over any such rate or charge
must make a specific determination that allowing such facility
to be an eligible facility (1) will benefit consumers, (2) is in the
public interest, and (3) does not violate State law; Provided, That
mthemeofaucharabeorchargewhichisarateorcharge
of an affiliate of a registered holding company:

_ - *(A) such determination with respect to the facility in ques-
tion shall be required from every State commission having
jurisdiction over the retail rates and charges of the affilistes
of such reg‘stered'holdin comggny; and

e

*(B) the approval of the Commission under this Act shall
not be ired for the transfer of the facility to an exempt
wholesale generator,

“(d) HyBRMS.—~(1) No exempt wholesale generator may own
or. operate a portion of any facility if any other portion of the
facility ie owned or operated by an electric utility company that
is an affiliate or associate company of such exempt wholesale
generator, _ - :

“(2) ELIGIBLE FACILITY.—Notwithstanding paragraph (1), an
exempt wholesale generator may own or operate a portion of a
facility identified in paragraph (1) if such portion has become an
eligible facility as a result of the operation of subsection (c).

“(e) EXEMPTION OF EWGS.—An exempt wholesale generator

ghall not be considered an electric utility company under section -

2(aX3) of this Act and, whether or not a subsidiary company,
an affiliate, or an associate company of a holding company, an
eﬁﬁpﬁ wholesale generator shall be exempt from all provisions
. of this _

“«f) OWNERSHIP OF EWGS BY EXEMPT HOLDING COMPANIES.—
Notwithstanding any provision of this Act, a holding com any that
is exempt under section 3 of this Act shall be permit without
condition or limitation under this Act, to acquire and masintain

-an interest in the business of one or more exempt®wholesale gencra-
tors.

“(g) OwNERszIP OF EWGS B8Y REGISTERED HoOLDING COMPA.
NIES.—Notwithstanding apay egrom ion of this Act and the Commis-
sion’s jurisdiction as provided under subsection (h) of this section,
a registered holding company shall be permitted (without the need
to apply for, or receive, approval from the Commission, and other-

wise without condition under this Act) to acquire and hold the.

securities, or an inierest in the business, of one or more exempt
wholegsle generators. '

“(h) FINANCING AND OTHER RELATIONSHIPS BETWEEN EWGS
AND REGISTERED HOLDING COMPANIES.—The issuance of securities
by a registered holding company for purposes of financing the
acquisition of an exempt wholesale generator, the guarantee of
securities of an exempt wholesals generator by a registered holding
company, the entering inte service, sales or construction contracts,
and the creation or maintenance of any other relationship in addi-
tion to that described in subsection (g) between an exempt wholesale
‘generator and & %ﬂd holding company, its affiliates and asso-
ciate companies, remain subject to the jurisdiction of the
Commission under this Act: Provided, That-—
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- (1) section 11 of this Act sha!l not prohibit the ownership
of an interest in the business of one or more exempt wholesale
generators by a registered -noldin% com&any (regardless of
where facilities owned or operated by such exempt wholesale
Eeneriat.ors are located), and such ownership by a registered
‘holding company shall be deemed consistent with the operation
of an integrated public utility system; :

- (%) the ownership of an interest in the bus‘ness of one
cr more exemp. wholesale generators by a registered holding
company (regardless of where facilities owned or operated I?iy
such exempt wholesale generators are located) shall be consid-
ered as reasonably ineidental, or economically necessary or
appropriate, to the cperationa of an integrated public utility
gystem; : _ o

“(3) in determining whether to approve (A) the issue or
sale of a pecurity by a registered holding company for purposes

of financing the acquisition of an exempt wholesale generator,

or (B) the guarantee of a security of an exempt wholesale
. generator by a registered holding company, the Commission
ghall not make a finding that such security is not reasonably
adapted to the earning power of such company or to the security
structure of such company and other companies in the same
holding company system, or that the circumstances are such
as to constitute the making of such guarantee an imcf)roﬁer
risk for such company, unless the Commission first finds that
the issue or sale of such security, or the making of the guaran-
tee, would have a substantial adverse impact on the financial
integrity of the registered holding company system; '

“(4) in determining whether to approve (A} the issue or
sale of a security by a registered holding company for purposes
other than the acguisition of sn exempt wholesale generator,
or (B) other transactions by such registered holding comﬁany
or by its subsidiaries other than with respect to exempt whole-
. sale generators, the Commission- shall not consider the effect
of the capitalization or earnings of any subsidiary which is
an exempt wholesale generator upon the registered holding
company system, unless the approval of thé issue or sale or
other transaction, together with the effect of such capitalization
and earnings, would have a substantial adverse impact on
the financial integrity of the registered holding company sys-
tem; e -

“(5) the Commission shall make its decision under para-
graph (3) to approve or disapprove the issue or sale of 2 security
or the Tm.r_antee of a security within 120 days of the filin
of a declaration concerning such issue, sale or guarantee; an

“6) the Commigsion shall promulgate regulations with
reapect to the actions which would be considered, for purposes
of this subsection, to have a substantial adverse impact on
the financial integrity of the registered holding company sys-
tem; such regulations shall ensure that the action has no
adverse impact on any utiliy subsidiary or its customers, or
on the ability of State commissions to protect such subsidiary
or customers, and shall take into account the amount and
type of capital invested in exeragt wholesale generators, the
ratio of such capital to the total capitai invested in utility
cperations, the availability of books and records, and the finan-
c1al and operating experience of the registered holding company

e
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and the exempt wholesale generator; the Commission ghall
promulgate such regulations within 6 months after the enact-
ment of this section; after such 6-month peried the Commission
shall not approve any actions under paragraph (3), (4) or (5)
excemawordan ice with such issued regulations, -
“) APPLICATION OF ACT TO OTHER ELIGIBLE FACILITIES.—In
the case of any person engaged directly and exclusively in the
- business of owning or operating (or both owning and operating)
‘all or part of one or more eli ible facilities, an advisory letter
issued by the Commission s under this Act after the date of
~enactment of this section, or an order issued by the Commission
under this Act after the date of enactment of this section, shall

- not be required for the purpose, or have the effect, of exempting -

~such person from treatment as an electric utility company under
section 2(aX3) or exempting such person from any provision of
:

“G) OWNERSHIP OF EXEMPT WHOLESALE GENERATORS AND-

o

~ QUALIFYING FACILITIES.—The ownership by a person of one or more

exemgt_ wholesale generators shall not result in such persen being
considered 28 being mmarﬁy engaged in the generation or sale
of electric power within the meaning of sections 3H17XCXii) and

SA8XBXii) of the Federal Power Act (18 U.S.C. 796(17XC)ii) and.

796(18XBXii)). : s
“(k) PROTECTION AGAINST ABUSIVE AFFILIATE TRANSACTIONS.—

- (1) PROHIBITION.—After the data of enactment of this sec-
ion, an electric utility company may not enter into a contract

‘to purchase electric energy at wholesale from an exempt whole-
sale generator if the exempt wholesale generator ia an affiliate
or associate company of the electric utility company,

“(2) STATE AUTHORITY TO EXEMPT FROM PROHIBITION.—Not-

‘withstanding paragraph (1), an electric utility company may:
enter into a contract to purchase electric energy at wholesale

from an exempt wholesale generator that is an affiliate or
-associate company of the electrie utility company-—

*(A) if every State commission having jurisdiction over .

- the retail rates of such electric -utility company makes
~each of the following specific determin&tions in advance
of the electric utility company entering into such contract:

“() A determination that such commission has
sufficient regulatory suthority, resourcezs and access
to books and records of the electric utility company.
-and any relevant associate, affiliate or subsidiary com-

‘pany to exercise its duties under this subparagraph. _

“(ii) A determination that the transaction—
*(I) will benefit consumers,
“(II) does not violate any State law (including
where applicable, least cost planning),
~(III) would not provide the exerpt wholesale

generator any unfair competitive advantage by vir-
tue of its effiliation or association with the electric

utility company, and
. IV} is in the public interest; or .

“(B) if such electric utility company is not subject to
State commission retail rate regulation and the purchased
electric’energy: _

“(1) would not be resold to any affiliate or associate
company, or

(A

e
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“(i) the purchased electric energy would bhe resold
to an affiliate or associate company and every State
- commission having jurisdiction over the retail rates

of such affiliate or associate company makes each of

the determinations provided under subparagraph (A),
_ inciuding - the determination concerning a State
- commission’s duties, . o
“(1) RECIPROCAL = ARRANGEMENTS PROHIBITED.—Reci
- arrangements among companies tha!, are not affiliates or associate
compeanies of each other that are entered into in order to avoid
- the provisions of this section are prohibited.”. - _

SEC. 712. STATE CONSIDERATION OF THE EFFECTS OF PCWER PUR-
P CHASES ON UTILITY COST OF CAPITAL; CONSIDERATION
OF THE EFFECTS OF LEVERAGED CAPITAL STRUCTURES
- 'ON THE RELIABILITY OF WHOLESALE POWER SELLERS;
C _AND CONSIDERATION OF ADEQUATE FUEL SUPPLIES,

.. Section 117 of the Public Utility Regulatory Policies Act of

1978 (16 U.S.C. 2701 and following) is amended by inserting the
" following new paragraph after paragraph (9); o

' © (10) CONSIDERATION OF THE EFFECTS OF WHOLESALE POWER
- 'PURCHASES ON UTILITY COST OF CAPITAL; EFFECTS OF LEVERAGED
. CAPITAL STRUCTURES ON THE RELIABILITY OF WHOLESALE POWER

'SELLERS; AND ASSURANCE OF ADEQUATE FUEL SUPPLIES.--{A)

‘To the extent that a Stats regulatory authority requires er |

~ allows electric utilities for which it hae ratemaking authority
. to consider the purchase of long-term wholesale power suppiies
as a means of meeting electric demand, such authority shall
.perform a general evaluation of S '
- “Q) tise potential for increases or decreases in the costs
of capital for such utilities, and anry resulting irereases

or decreases in the retail rates paid by electrie consumers, -

 that may result from fpmmlmses_ of long-term wholesale
wer supplies'in lien o
acilities by such utilities; - _
' “(ii) whether the use by exempt wholesale generators
{as defined in section 32 of thas Publiee Utility Helding
- Company Act of 1935) of capital structurés which employ
proportionally greater amounts of debt than the capital
structures of such utilities threatens reliability or provides
- an unfair advantage for exempt wholesale generators over
-such utilities; - L o ' _
 %iif) whether to implement procedures for the advance

approvai or _disapProval of the purchase of & particular

. long-term wholesale power supply; and . _
' ng“(iv) whether to require as a condition for the approval

of the gurchase of power that there be reasonable assur-

ances of fuel supply adequacy. o
; “(B) For purposes of implementing the provisions of this
‘paragraph, any reference contained in this section to the date

of enactment of the Public Utility Regulatory Policies Act of

1978 shall be deemed to be a refarence {o the date of enactment

of this paragraph. = - . .

* (B Nﬁthstanding any other provision of Federsl law,
-nothing in this paragraph shall prevent a State regulatory
authority from taking such action, including action with respect
to the allowable capital structure of exempt wholesala genera-

the construction of new generatjon

Yips,

e



- H.R.776--136

tors, as such State regulatory authority may determine to be
in the public interest as a result of performing evaluations
under the standards of subparagraph (A). _

(D) Notwithstanding section 124 and paragraphs (1) and
{2) of section 112(a), each State regulatory authority shall con-
sider and make a determination concerning the standards of
subparagra?h (A) in accordance with the requirements of sub-
gsections (a) and (b) of this section, without regard to any
proc%e'dings commenced prior to the enactment of this para-

P . _

“(E) Notwithstanding subsections (b) and (c) of section 112,
each State regulatory authority shall consider and make &
.determination concerning whether it is appropriate to imple-

ment the standards set out in subparagraph (A) not later

than one ygar after the date of enactment of this paragraph.”™.

SEC. 713. PUBLIC UTILITY HOLDING COMPANIES TGO OWN INTERESTS
e IN COGENERATION FACILITIES.

' Public Law 99--186 (99 Stat. 1180, as amended by Public Law
99-553, 100 Stat. 3087), is amended to read as follows:

- “SECTION 1. Notwithstanding section 11{bX1) of the Public Util-

ity Holding Company Act of 1935, a company registered under

- said "Act, or a subsidiary company of su registered company,

may acquire or retain, in any geographic area, an interest in any
:alifying cogeneration facilities and qu_a].i.&n small power produc-
-tion facilities as defined pursuant to the Public Utility Regulatory
Policies Act of 1978, and shall qualify for any exemption relating
to the Public Utility Holding Company Act of 1935 prescribed
pursuant to section 210 of the Public Utility Regulatory Policies
Act of 1978. : _
“SEC.- 2, Nothing herein shall be construed to affect the
- applieability of section 3(17XC) or section 3(18XB) of the Federal
Power Act or any provision of the Public Utility Holding Company
Act of 1935, other than section 11(bX1), to the ciuisition or reten-
tion of any such interest by any such company.”. .

'SEC. 714. BOOKS AND RECORDS.

Section 201 of the Federal Power Act iz amended by adding
the following new subsection at the end thereof:

“(g) Booxrs AND RECORDS.~(1) Upon written order of .a State
commission, a State commission may examine the books, accounts,
-memoranda, contracts, and records of-—

_“(A) an electric utility company subject to its regulatory -

authority under State law,
“(B) any- exempt wholesale generator selling energy at
- wholesale to such electric utility, and
%) any electric utility company, or holdinig company
thereof, which is an associate company or affiliate of an exempt
wholesale generator which sells electric energy to an electric
- utility company referred to in subparagraph (A),
wherever located, if such examination is recﬁuired for the effective
discharge of the Stats commission’s regulatory responsibilities
affecting the provision of electric service.
“(2) Where s State commission issues an order pursuant to
paragraph (1), the State commission shall not publicly disclose
trade secrets or sensitive commercial information.

LT
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. “(8) Any United States district court located in the State in
which the State commission referred to in paragraph (1) is located
shall have jurisdiction to enforce compliance with this subsection.

“(4) Nothing in this section shall— '
“(A) preempt applicable State law concerning the provision
of records and other information; or
~ “B) in any way limit righ's to obtain records and other
© information under Federal law, contracts, or otherwise.
© “(5) As-used in this subsection the terms ‘affiliate’, ‘associate

. company’, ‘electric utility company’, ‘hoiding company’, ‘subsidiary

company’, and ‘exempt wholesale generator’ shall have the same
~ meaning as when used in the Public Utility Holding Company
~ Actof 1935.%. L _

~ SEC.715. INVESTMENT IN FOREIGN UTILITIES.

: The Public Utility Holding Company Act. of 1935 (15 GS.C.
: 79 et seq.) is amended by inserting after section 32 the following
new section: , - ' .
“SEC. 33. TREATMENT OF FOREIGN UTILITIES.

“(a) EXEMPTIONS FOR FOREIGN UTILITY COMPANIES.—

“(1) IN GENERAL.—A foreign utility company shall be
exemgt from all of the provisions of this Act, except as otherwise
provided under this section, and shall not, for any purpose
‘under this Act, be deemed to be a public utility company
under section 2(aX5), notwithstanding that the foreign utility
company meay be a subsidiary company, an affiliate, or an
associate company of a holding company or of a public utility

company.
- 3(2) STATE COMMISSION CERTIFICATION.—Section (a)(1) shall

not a£ply or be effective unless every State commission having |

jurisdiction over the retail electric or gas rates of a public
utility company that is an associats company or an affiliate
of a company otherwise exempfed under gection (aX1) (other
than a public utility company that is an associate company
or an iate of a registered holding company) has certified
to the Commission that it has the authority and resources
to protect ratepayers subject to 1t§c£uns jction and that it
intends to exercise its authority. S cation, upon the
filing of a notice by such State commission, may be revised
or withdrawn by the State commission grospechvely as to a;nﬁ
future acquisition. The requirement of State certification sh:

be deemed satisfied if the relevant State commission had, prior

to the date of enactment of this section, on the basis of pre-.

scribed conditions of general applicability, determined that rate-
ayers of a public utility company are adequately insulated
' gmm the effects of diversification and the diversification would
not impair the ability of the State commission to regulate
eﬁ'ectivelgthe operations of such company.
- %3y DEFINTTION.—For purposes of this sgection, the term
‘foreign utility company’ means any egmpantg that—

“(A) owns or operates facilities that are not located
in any State and that are used for the generation, trans-
mission, or distribution of electric energy for sale or the
distribution at retail of natural or menufactured gas for
heat, light, or dpower, if such company— .

“i) derives ne part of its income, directly or
indirectly, from the gemeration, transmission, or dis-
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tribution of electric energy for sale or the distribution
at retail of natural or manufactured gas for heat, light,
- or power, within the United States; and
*(ii) neither the company nor any of its subsidiary
companjes is a public utility company operating in
the United States; and _ :
“(B) provides notice to the Commission, in such form

as the Commission may prescribe, that such company is

a foreign utility company.
“b)} OwNERSHIP OF FOREIGN UTtitity COMPANIES BY EXEMPT

+ HOLDING COMPANIES.~-Notwithstanding any provision of this Act
except as provided under this section, a holding company that
is exempt under gection 3 of the Act shall be permitted without
condition or limitation under the Act to acquire and maintain

interest in the business of one or more foreign utility companies.

- *(c) REGISTERED HOLDING COMPANIES,—

. of this Act except as otherwise provided under this section, -

*(1) OWNERSHIP OF FGREIGN UTILITY.COMPANIES BY REG-
ISTERED” HOLDING COMPANIES,—Notwithstanding any provision

-8 registered holding company shall be permitted as of the
date of enactment of this section (without the need to apply
for, or receive approval from the Commission) to acquire and
hold ‘the securities or an interest in the businees, of one or
more foreign utility companies. The Commission shall promul-
gate rules or re tions regarding registered helding compa-
nieg’ acquisition of interests in foreign utility companies which
shall provide for the protection of the customers of a public

- utility company which is an associate company of a foreign

utility company and the maintenance of the financial integrity
of the re%;ebred holding company system.

“@ ANCE OF SECURITIES.—The issuance of securities
by a registered holding company for purposes of financing the
-acquisition of a foreign utility company, the guarantee of securi-
ties of a foreign utility company by a registered holding com-
pany, the entering into service, sales, or construction contracts,
and the creation or maintenance of any gother relationship
between a foreign utility company and a %egixtered holding
company, its affiliates and associate companies, shall remain
subject to the jurisdiction of the Commission under this Act
(unless otherwise exempted under this Act, in the case of a
transaction with an iate or associate company located out-
side of the United States). Any State commission with jurisdic-
tion over the retail rates of a public utility company which
is cgart of a reggtered'holdin company system may make
such recommen

tions to the Commission regarding the reg-

istered holding company’s relationship to a foreign utility com-
pany, and the Commission shall reasonably and fully consider
such State recommendation.

“(3) CONSTRUCTION.—~Any interest in the business of 1 or
more foreign utility companies, or 1 or more companies orga.
nized exclusively to own, directly or indirectly, the securities
or other interest in a foreign utility company, shall for all
purposesofthisAct,beeopsig'edwbe.— .

“(A) congistent with the operation of a single integrated

public utility system, within the meaning of section 11; -

and

Lo
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*(B) reasonably incidental, or economically necessary
-or_appropriate, to the operations of an integrated public
-utility system, within the meaning of section 11.

“(d) Errecr oN ExisTiNG LAw; No STATE PREEMPTION.—Noth-

ing in this section shall—

*(1) preclude any persen from qualifying for or maintaining
any exemption otherwise provided for under this Act or the
Acte_s, ‘reguiations, or orders promulgated or issued under this

- or _
,“(2) be deemed or _construed to limit the authority of any
E_:_a_te (including any State regulatory authority) with respect

“(A) any public utility company or holding company
subject to such State’s jurisdiction; or _
~%(B) any transaction between any foreign utility com-
pany (or any affiliate or associate company thereof) and
any public utility company or holding company subject
to such State’s jurisdiction.

.. *(e) REPORTING REQUIREMENTS.—

~ “(1) FILING OF REPORTS.—A public utility company that
‘i3 an associate company of a foreign utility company shall
file with the Commission such reports (with respect to such
foreign utility company) as the Commission may by rules, regu-
lations, or order prescribe as necessary or appropriate in the
public interesi or for the protection of investors or consumers.
“%(2) NOTICE OF ACQUISITIONS.—Not later than 30 days after
the consummation of the acquisition of an interest in a foreign
- utility companysggan ‘associate company of a public utility
company that is subject to the jurisdiction of a State commission
with respect to its retail electric or gas rates or by such public
utility company, such associate compasmy or such public utility
company, 8 provide notice of such acquizition to every State
commission having jurisdiction over the retail electric or gas
rates of such public utility compeny, in such formm as may
be prescribed by the State commission. . -
%) PROHIBITION ON ASSUMPTION OF LIABILITIES,— :
“(1) IN GENERAL.—No public uﬁlity'eomm;tig that is subject
fo the jurisdiction of a State commission with respect to its
retail electric or gas rates shall issue any security for the
urpose of financing the acguisition, or for the purpoges of
?mancing the ownership or tion, of a foreign utility com-
pany, nor shall any such lic utility company assume any
obligation or liability as guarantor, endorser, surety, or other-

wise in respect of any security of a foreign utility compsny. -

“(2) EXCEPTION FOR HOLDING COMPANIES WHICH ARE
PREDOMINANTLY PUBLIC UTILITY COMPANIES.~Subsection (fX1)
shall not apply if: : :

: “(A) the public utility company that is subject to the
jurisdiction of a State commission with respect to its retail
-electric or gas rates is a holding company and is not an
affiliate under section 2(a}11XB) of another holding com-
pany or is not subject to regulation as a holding company
and has no affiliate as defined in section 2(aX11XA) that
is a public utility company subject to the jurisdietion of

a State commission with respect to its retail electric or

gas rates; and :

ACY
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XBj each State commission having jurisdiction with
reuaﬁect' to the retail electric and gas rates of such public
utility company expressly permits such public utility to
?n 2 ndx a transaction otherwise prohibited under section

; an

C) the transaction (aggregated with all other then-
outstanding transactions exempted under this subsection)
does not exceed 5 per centum of the then-outstanding total
capitalization of the public utility. .

“(g) PROHIBITION ON ING OR ENcUMBERING UTLiTy
ASSETS,—No public utility company that is subject to the jurisdic-
ton of a State commission with respect to its retail electric or
gas rates shall ple or encumber any utility assets or utility
-assets of any subsidiary thereof for the benefit of an associate
foreign utility company.”.

Subtitle B—Federal Power Act; Interstate
. Commerce in Electricity

SEC. 721. AMENDMENTS TO SECTION 311 OF FEDERAL POWER ACT.

Section 211 of the Federal Power Act (16 U.S.C. 824j) iz amend-
ed as follows: ' _

. {1} The first sentence of subsection (a) is amended to read
as follows: “Any electric utility, Federal power marketing
‘agency, or any other person generating electric ene for sale
for resale, may apply to the Commission for an order under
this subsection piriniia transmitting utility to provide trans-
mission semceﬁmclu ng any enlargement of transmission
capacity necessary to provide such services) to the applicant.”.

{2} In the second sentence of subsection (a), strike “the
Commission may” and all that follows and insert “the Commis-
sion may issue such order if it finds that such order meets
the Trements of section 212, and would otherwise be in
the public interest. No order may be issued under this sub-
section unless the applicant has made a request for trans-
misgion services to the transmitting utility that would be the
subject of such order at least 60 days prior to its filing of
ana gﬁmﬁon for such order.”. . _

) Amend subsection (b) to read as follows: :

“(b) RELIABILITY OF ELECTRIC SERVICE.-~No order may be.

issued tirxdertl this aeﬁggn or sg;:;ion 210 g‘, aﬁtler :gt comide;ation
to consistently applied regional or national reli "tystana.rd?-
i %ommiasion finds that such order woul

delines, or criteria, the :
Ml ig:gair” the contixmec_i reliability of electric systems -

affected by s
(4) In subsection (c}— :
(A) Strike out paragaph (13
(B) In paragraph (2) strike “which requires the slectric”
and insert “which requires the transmitting”.
: {C) Strike out eragaphs (3) and (4),
(5) In subsection (d)—
- _(A) In the first sentence of paragraph (1), strike “elec-
tric” and insert “transmitting” in each place it apg:ars.
(B) In the second sentence of paragra‘;ph {1) before
“and each affected electric utility,” insert “each affected
transmitting utility,”.
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(C) In paragraph (3), strike "electric® and insert
- “transmitting”,
(D) Strike the period in £ bparagraph (B) of paragraph

(1) end insert *, or” and after paragraph (B) insert

the following new subparagraph:

“(C) the ordered transmission services require enlargement
of transmission ca‘paci and the transmitting utility eubject
to the order has failed, after making & faith effort, to
obtain the necessary approvais or property rights under
applicable Federal, State, and local laws.”. - '

SEC. 722. TRANSMISSION SERVICES.

Section 212 of the Federal Power Act is amended as follows:
(1) Strike subsections (a) and (b) ard insert the following:
~ “(a) RATES, CHARGES, TERMS, AND CONDITIONS FOR WHOLESALE
SMISSION SERVICES.—An order under section 211 shall require
the fransmitting utility subject to the order to provide wholesale
fransmission services at rates, charges, terms, and conditions which
permit the recovery by such utility of all the costs incurred in
connection with the transmission services and necessary associated .
services, including, but not limited to, an appropriate share, if
any, of legitimate, verifieble and economic costs, including taking
into account any faengﬁts to the transmission m of providing
‘the transmission service, and the costs of any ment of trans-
mission facilities. Such rates, charges, terms, and conditions shall
promote the economically eﬁcient transmission and generation of
electricity and shall be just and reasonable, and not unduly diserimi-
natory or preferential. Rates, charges, terms, and conditions for
transmission services provided pursuant to an order under section
211 shall ensure that, to the extent practicable, costs incurred
in providing the wholesala transmission services, and properly
alloceble to the Cﬁmvision_of such services, are recovered from the
applicant for such order and not from a transmitting utility’s exist-
ing wholesale, retail, and transmission eustomers.”, :
(2) Subsection (e) is amended to read aa follows:

“e) SAVINGS PROVISIONS.—(1) No provision oftsection 210, 211,
214, or this secticn shall be treated as Tequiring any persen to
- utilize the authority of any such section in lieu of any other author-
ity of law. Except as provided in section 210, 211, 214, or this
section, such sections shall not be construed as limiting or impairin
ia;ny authority of the Commission under any other provision o

\

“(2) Sections 210, 211, 213, 214, and this section, shall not
be construed to modify, impair, or supersede the antitrust laws, -
For purposes of this section, the term ‘antitrust laws’ has he
meaning given in subaection (a) of the first sentence of the Clayton
Act, except that such term includes section § of the Federal Trade
Commission Act to the extent that such section relates to unfair
methods of competition.”, ’

(3) Adge the fo]lowing new subsections at the end thereof:

“(g) PROHIBITION ON ORDERS INCONSISTENT WrTH RETAILL

G AREAS.—No order may be issued under this Act which
is inconsigtent with any State law which governs the retail markets
ing areas of electric utilities.

“(h) PROHIBITION ON MANDATORY RETAIL WHEELING AND SHAM
WHOLESALE TRANBACTIONS.—No order issued under this Act shall
be conditioned upon or require the transmission of electric energy:
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“(1) directly to an ultimate consumer, or

“(2) to, or for the benefit of, an entit{r if such electric
energy would be sold by such entity directly to an ultimate
consumer, unless: :

*(A) such entity is & Federal power marketing agency;
the Tennessee Valley Authority; a State or any po itical
subdivision of a_ State {or an agency, authority, or
instrumentality of a State or a political subdivision); a
corporation or association that has ever received a loan
for the purposes of rovidinF electric service from the
Administrator of the Rural Ele
under the Rural Electrification Act of 1936; a person having
an obligation arising under State or local law (exclusive
of an obligation arising solely from a contraet entered into
by such person) to provide electric service to the public;
or an{ corporation. or association which is whol}y owned,
du'sct 3, or indirectly, by any one or more of the foregoing;
and-

“(B) such entity was providing electric service to such
ultimsta consumer on the date of enactment of this sub-
section or would utilize transmission or distribution facili-
ties that it owns or conirols to deliver all such electric
energy to such electric consumer. _

Nothing in this subsection shall affect any authority of any State
or |k government under State law concerning the transmission
of electric enerﬁppu directly to an ultimate consumer.”.

- “() Laws CABLE TO- FEDERAL COLUMBIA RIVER TRANS-
MISSION SYSTEM.——~(1) The Commission shall have authority gursu-
ant to section 210, section 211, this section, and section 213 to
(A) order the Administrator of the Bonneville Power Administration
to provide transmission service and (B) establish the terms and
conditions of such service. In ?plying such sections to the Federal
ghoalumbia River Transmission System, the Commission shall assure
that—

“(i) the provisions of otherwise applicable Federal laws
shall continue in full force and effect and shall continue to
be ap licable to the system; and - _

ii) the rates for the transmission of electric power on
the system shall be governed only by such otherwise applicable

provisions of law and not by any provision of section 210,

section 211, this section, or section 213, except that no rate

for the transmission of power on the system shall be unjust,

‘unreasonable, or unduly !iiscriminatory or preferential, as

determined by the Commission. _

“(2) Notwithstanding any other provision of this Act with
respect to the procedures for the determination of terms and condi-
tions for transmission service— )

“(A) when the Administrator of the Bonneville Power
Administration either (i) in response to a written request for
specific transmission service terms and conditions does not
offer the requested terms and conditions, or (ii) proposes to
establish terms and conditions of &neral_apﬁzliieahﬂity for trans-
mission service on the Federal Columb ver Transmission
System, then the Adminisirator may provide opportunity for
a hearing and, in go doing, shall—

give notice in the Federal Register and state in
such notice the written explanation of the reasons why

ctrification Administration
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the specific terms and conditions for transmission services
are not beuéig offered or are being proposed;

“(II) adhere to the procedural requirements of pars-
graphs (1) through (3) of section 7(i) of the Pacific North-
west Electric Power Planning and Conservation Act (16
U.8.C. 835(1) (1) through (3)), except that the hearing officer
shall, unless the hearing officer becomes unavailable to
the agency, make & recommended decision to the Adminis-
trator that states the hearing officer’s findings and conclu-
sions, and the reasons or basis thereof, on all material
issaxes .of fact, law, or discretion presented on the record:
an

“III) make a determination, setting forth the reasons
for reaching any findings and conclusions which may differ
from those of the hearing officer, based on the hearin
record, consideration of the hearing officer’s reoommendeg
decision, section 211 and this section, as amended by the
Energy-Policy Act of 1992, and the provisions of law as
Preserved in this section: and

(B) if application is made to the Commission uader section
211 for transmission service under terms and conditions dif-
ferent than those offered by the Administrater, or following
the denial of a request for transmission service by the Adminis-
trator, and such application is filed within 60 days of the
Administrator’s final determination and in accordance with
Commission procedures, the Commission shall—

“(i) 1n the event the Administrator has conducted a
hearing as herein provided for (I) accord parties to -the
Administrator’s hearing the opportunity to offer for the
Commission record materials excluded by the Adminis-
trator from the hearing record, (II) accord such parties
the opportunity to submit for the Commission record com-
ments on eppropriate terms and conditions, (III) afford
those parties the opportunity for a hearing if and to the
extent that the Commission finds the Administrator’s hear-
ing record to be inadequate {o support a decision by the
Commission, and (IV) establish terms apd conditions for
or deny transmission service based on the Administrator’s
hearing record, the Commission record, section 211 and
this section, as amended by the Energy Policy Act of 1992,

and the provisions of law as preserved in this section,

o
“(ii) in the event the Administrator has not conducted
a hearing as herein provided for, determine whether to

issue an order for transmission service in .accordance with

section 211 and this section, including providing the oppor-
tunity fora hearin% )

“3) Not:withstanding‘t ose provisions of section 813(b) of this
Act (16 g.S.C. 8251) which designate ditx?e courtnﬁin vg};ch review
may be obtained, any party to a proceeding concerning transmission

v T e B T A i Boon
ville Power Administration seeking review of an order issued b
the Commission in such proceeding shall obtain a review of su
order in the United States Court of Appeals for the Pacific North-
west, as that region is defined by section 3(14) of the Pacific North-
west Electric Power Planning snd Conservation Act (16 U.S.C.

839a(14)).
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“(4) To the extent the Administrator of the Bonneville Power

Administration cannot be required under section 211, as a result
of the Administrator’s other statutory mandates, either to (A) pro-
vide transmission service to an applicant which the Commission
‘would otherwise order, or (B) &rovide such service under rates,
terms, and conditions which the Commgssion would otherwise
require, the applicant shali not be required to provide similar
transmission services to the Administrator or to provide such serv-
ices under similar rates, terms, and conditions.

“(5) The Commission shall not issue any order under section
210, section 211, this section, or section 213 requiring the Adminis-
trator of the Bonnmeville Power Administration to provide trans-

- mission service if such an order would impair the Administrator's
ability to provide such transmission service to the Administrator’s
power and transmission customers in the Pacific Northwest, as
that region is defined in section 3(14) of the Pacific Northwest
Electric Power Planning and Conservation Act (16 U.S.C. 839a(14)),
?}? is needed to assure adequate and reliable service to loads in

at region. -~

* () EQUITABILITY WITHIN TERRITORY RESTRICTED ELECTRIC SYS-
TEMS.—With respect to an electric utility which is prohibited by
Federal law from being a source of power supply, either directly
or through a distributor of its electriec energy, outside an area
set forth in such law, no erder issued under section 211 may
require such electric utility (or a distributor of such electric utility)
to provide transmission services to another entity if the electric
energy to be transmitted will be consumed within the area set
forth in such Federal law, unless the order is in furtherance of
2 sale of electric energy to that electric utility: Provided, however,
That the foregoing provision shall not apply to any area served
at retail by an electric transmission system which was such a
distributor on the date of enactment of this subsection and which
before October 1, 1991, Eave its notice of termination under its
power sugﬁlg contract with such electric utility.

“Chs OT UTILITIES.~— :

. (1) RATES.—Any order under section 211 requirini: ﬁmvi-
sion of transmission services in whole or in part within ERCOT
shall provide that any ERCOT utility whih is not a public
utility and the transmission facilities of which are actually
used for suck transmigsion service is entitled to receive com-
pensation based, insofar as practicable  and consistent with
subsection (a), on_the transmission ratémaking methodology
used by the Public Utility Commission of Texas.

“(2) DEFINITIONS.—For (?“?0538 of this subsection—
: “(A) the term ERCOT means the Electric Reliability
Counci! of Texas; and o
“B) the term ‘ERCOT utility’ means a transmitting
utility which is a member of ERCOT.”.

SEC. 723. INFORMATION REQUIREMENTS.

. Part II of the Federal Power Act is amended by adding the
following new section after section 212: _
“SEC, 213, INFORMATION REQUIREMENTS.

“(a) REQUESTS FOR WHOLESALE TRANSMISSION SERVICES.—
Whenever any. electric utilittiy, Federal power marketm% agency,
or any other person generating electric energy for sale for resaie
makes & good faith request to a transmitting utility to provide
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- wholesale transmission services and requests specific rates and
charges, and other terms and conditions, unless the transmitting
utility agrees to provide such services at rates, charges, terms
‘and conditions acceptable to such person, the transmitting utility
shall, within 60 days of its receipt of the request, or other mutually
agreed upon peried, provide such person with a detailed written
explanation, with specific reference to the facts and circumstances
of the request, stating (1) the transmitting utility’s basis for the
profosed rates, charges, terms, and conditions for such services,
and (2) its analysis of any physical or other constraints affecting
the provision of such services. :

“(b) SSION CAPACITY AND CONSTRAINTS.—Not later than
1 year after the enactment of this section, the Commission shall
promulgate a rule requiring that information be submitted annually
to the Commission by transmitting utilities which is adequate to
inform potential transmission customers, Stats regulatory authori-
ties, and the public of potentially available transmission capacity
and known constraints.”,

' 8EC. 724. SALES BY EXEMPT WHOLESALE GENERATORS,

Part II of the Federal Power Act is amended by adding the
following new section after section 213:

“SEC. 214. SALES BY EXEMPT WHOLESALE GENERATORS.

“No rate or charge received by an exempt wholesale generator
for the sale of electric energy shall be lawful under section 205
-if, after notice and opportunity for hearing, the Commission finds
that such rate or charge results from the receipt of any undue
preference or advantage from an electric utility which is an associate
company or an affiliate of the exempt wholesale generator. For
pugﬁoses of this section, the tarms ‘associate company and ‘affiliate’
shall have the same meaning as provided in section 2(a) of the
Public Utility Holding Company Act of 1935.”.

SEC. 728. PENALTIES.

. {a) EXISTING PENALTIES NOT APPLICABLE TO TRANSMISSION
'PROVISIONS.—Sections 315 and 316 of the Federal Power Act are
each amended by adding the following at the end thereof: _

“(c) This subsection shall not apply in the case 'of any provision
of section 211, 212, 213, or 214 or any rule or order issued under
any such provision.”, ' ]

(b) PENALTIES APPLICABLE TO TRANSMISSION PROVISIONS.—Title
I11 of the Federal Power-Act is amended by inserting the following
new section after section 316:

“SEC. 816A. ENFORCEMENT OF CERTAIN PROVISIONS.

“(a) VIOLATIONS.—It shall be unlawful for any person to violate
any provision of section 211, 212, 213, or 214 or any rule or
order issued under any such K;ovision. .

“(b) CIviL PENALTIES.—Any person who violates any provision
of section 211, 212, 213, or 214 or any provision of any rule or
order thereunder shall be subject to a civil penalty of not more
than $10,000 for each day that such violation continues. Such

penalty shall be assessed by the Cemmission, after notice and

opportunity for public hearing, in accordance with the same rovi-
sions as are applicable under section 31(d) in the case of civil
penalties assessed under section 31. In determining the amount
of a proposed penalty, the Commission shall take into consideration
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the seriousness of the violation and the efforts of such person
to remedy the violation in a timely manner.”,

SEC. 726. DEFINITIONS.

_{(a) ADDITIONAL DEFINTTIONS.—Section 3 of the Federai Power
Act is amended by adding the following at the end thereof
..., (23) TRANSMITTING UTILITY.—The term ‘transmitting util-
ity’ means any electric utili?, qualift'ﬁcxlxﬁ cogeneration facility,
‘qualifying small power production facility, or Federal power
marketing agency which owns or operates electric power trans.
mission facilities which are used for the sale of electrie energy
at wholesale. -
“(24) WHOLESALE TRANSMISSION SERVICES.—The term:
‘wholesale transmission services’ means the transmission of
. electric energy sold, or to be sold, at wholesale in interstate
commerce, '
' ' “(25) EXEMPT WHOLESALE GENERATOR.—The term ‘exempt
wholesale generator’ ghall have the meaning provided by section
. '32 of the Public Utility Holding Company Act of 1935.”,
(b) CLARIFICATION OF TERMS.—Section 3(22) of the Federal
Power Act is amended by inserting “(including any municipality)”
after “State agency”. '

Subtitle C—State and deal Authorities

SEC. 731. STATE AUTHORITIES.

Nothing in this title or in any amendment made by this title
shall be construed as affecting or intending to affect, or in any
way to interfere with, the authority of any State or local government
relating to environmental protection or the siting of facilities.

TITLE VIII—-HIGH-LEVEL RADIOACTIVE
| WASTE S

SEC. 801. NUCLEAR WASTE DISPOSAL,

(a) ENVIRONMENTAL PROTECTION AGENCY STANDARDS.—

(1) PROMULGATION.—Notwithstanding the provisions of sec-
tion 121(a) of the Nuclear Waste Policy of 1982 (42 US.C.
10141(a)), section 161 b, of the Atomic Ene Act of 1954
(42 US.C. 2201(b)), and any other authority of the Adminis-
trator of the Environmental Protection Agency to set generally
applicable standards for the Yucca Mountain site, the Adminis- -
trator shall, based upon and consistent with the findings and

- recommendations of the National Academy of Sciences, promul-
gate, by rule, public health and safety standards for protection
of the public from releases from radioactive materials stored
or disposed of in the repository at the Yucca Mountain site,
Such standards shall prescribe the maximum annual effective
dose equivalent to individual members of the public from
releases to the accessible environment from radicactive mate.
rials stored or disposed of in the repository. The standards
shall be promulgated not later than 1 year after the Adminis-
trator receives the findings and recommendsations of the
National Academy of Sciences under paregraph (2) and shall

-
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Recommendation 8

In the area of micro and small enterprise development it is important to make a visible
difference: progress must be tangible -- to make real money and to produce real things

- Sub-recommendations:
Some. of the most urgent needs for the development of a small business sector are:

*clarification and reform of unfair tax laws
*clear title to property
*equitable access to materials
*access. to capital
*access to information and technology
' *expertise in marketing, packaging, customer service

The Russian govemment should commission a feasibility study for establishing museum
~stores as currently exist in the United States

Business and entrepreneurial training should be provided by those who are in business
or are business oriented such as Rotary, the Small Business Administration, the Business -
Council for Understandmg, and Peace Corps volunteers with business expertise and
experience

U.S. vocational craft schools could serve as a useful model for the Russian and
Ukrainian counterpart institutions, and exchanges with these institutions should be
encouraged

A loose confederation of successful U.S. entrepreneurs, such as Ben and Jerry’s of ice
cream fame, could be inspiring speakers at associations of Russian and Ukrdinian
entrepreneurs, as well as excellent intern sites

Beginning businesses should concentrate on expanding product lines adaptable to the -
export market such as identified in the VEST sector report as well as develop capacity ~
in services -- interpreting, language teaching, catering, messenger, cab and driver hire,
apartment rental, plumbing and electrical work
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_ Recommendation 9

-Empowerment of women -- in the areas of reproductive health, infant and child welfare, micro

- and small enterprise development, farm labor, advocacy, organizational leadership - and
 management -- 15 essential to the creation of a civil society based on democratic and equitable . -

- principles
Sub-recommendations:

For Reproduct ive Hea}th:

- abomon rates should be lowered immediately through counselling programs and

1mproved access to medern methods of contracepuon

undertake focus group studies to assess knowledge and att1tude5 of women about:

reproducnve health

with counterparts open model centers for women’s reproductive health 'cére in
key areas of Moscow and St. Petersburg, with special empha51s on counselhng
tra.lmng and provision of oral contraceptives

revise medical, nur_sing and social workers school curriculum to include training

in contraception and improved birthing practices
establish model clinics for in-services training for physicians and nurses
For Women’s leadership:

create a US-NIS Alliance for Women’s Leadership to :

forge networks and partnerships between NIS and. US PVOsiNGOs for mutual |

~ support and cooperation
facilitate information dissemination, cooperative action and technical exchange
facilitate/conduct training in leadership and small business development
provide grants for NGO development and action in the NIS | |

sponsor research on women’s social, economic and political roles, status and
potential for leadership in the NIS

develop short-term internship opportunities

22
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Recommendation 10

Théfe cannot be a fadicaj movement to privatize the 40,000 major state farms and collectives.
A two-pronged approach making them more productive and efficient, while at the same time

experimenting on a small scale with various forms of privatization seems the most prudent

course

Sub-recommendations:

Creation of well-run, market-responsive processing and distribution ente'tbﬁses"

and/or further vertical mtegraﬁon of processing on the magor state farms isa

must

| The governmenis of Russia and Ukraine must more clearly articuldie the gmun& rules |

regarding ownership, private property, leasing, profit dlstnbuuon quotas eic, before
rational business dec1310ns can be made

Tech'nical _cooperation seminars .and.workShops- should focus on the follo'wing;_

*zlternate organizations and structures apprcpnate for the market
o economies

*management mcentlves

*right sizing

- *productivity

“*vertical integration

*economies of scale

Recommendatwn 11

' Techmcal cooperatlon to address environmental issues should be a hlgh priority of A.L.D. and'_

‘the U.S. PV(_}/NGO commurity

Sub-recommendations:

Linkages and partnerships should be established immediately in Ukraine to ensure the _

~-continued momentum of pubhc awareness through the local media
The e-mail networkmg through SEU and ISAR, linking the Ukrainian and Russian

environmental movement with lead American and international NGOs should receive
continued support from donors
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A data base of potential project opportunities in the environmental sector,
developed by Ukrainian and Russian counterparts, should be created and made
available to the U.S. PVO/NGO community

Interventions in water quality control for Ukraine should be a high priority for A.L.D.
utilizing existing technical cooperation mechanisms

- Recommendation 12

~The American business, labor and agricultural communities should be mobilized to engage in

~ substantial technical cooperation with business and agricultural enterpnses in all republics of the '

former Soviet Umon
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~ SECTOR OBSERVATIONS

% .The_ Law and Non-Governmental Organizations
* Small Business |

* Envirb_nment

* "'Agﬂculture/Entetﬁﬁse

* Health Sector

* Women’s Issues
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- THE LAW AND NON-GOVERNMENTAL ORGANIZATIONS

Bruce R. Hopkins, Esq.
President
Institute for International Law and Philanthropy

INTRODUCTION

As is reflected throughout this report and in the expenences of many others, Russia and Ukrame

are making their respective ways to a more democratic state. While there are forces in play that
~ would subvert this process in both countries, at the present these two evolutlons (mdeed o

revolut:.ons) continue on course toward a freer society.

We in the Umted Statts have a cuitural bias that a healthy democracy cannot exist without a |
strong non-govemmental (nonprofit) sector. My experience as a member of the VEST team (and
as the result of previous visits to these countries) leads me to believe that this is more than a-

cultural bias -- the intertwining of democratic principles and nonproﬁ orgamzations seems
unavoidable once agam in these nations. o

As_ discussed below, there is little formal law on the subject of non-governmental brganiz‘ations o
in either Russia or Ukmine. My most surprising (and pleasant) discovery was that this state of - -

affairs is not deterring the development and use of nonprofit organizations There is little

question that law development in this regard is critical but the point is that non-govemmental :

' orgamzatlons are managing to effectively function without it in the interim.

One casmot fully describe the enthusiasm and energy of the individuals in Russia and Ukraine
that are the present-day stalwarts of these emerging non-governmental sectors. These individuals

are intelligent, well-educated, public-spirited, and serious about their missions. They are well -

aware of the major elements and issues in this aspect of the law, and are hungry for information
and training in these arcas. They want details on how the United States defines "charitable"

organizations, copes with commercial undertakmgs of these organizations, regulates lobbymg_ :
and political activity, taxes unrelated business income, provides incentives for charitable giving,

and more.

(Not surprisingly, there is great interest in those managing philanthropic entities in these
‘countries in advice as 10 how to obtain funding from United States sources. One of the reforms
in United States tax law that needs to be undertaken is simplification of the process by which
private foundations in the U.S. make grants to charitable organizations in these and other
countries.)
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A POINT ABOUT TERMINOLOGY

A word zbout terminology. There is some confusion in Russia, Ukraine, and elsewhere as to
what to call organizations that are part of the "nonprofit sector” of society. In the United States,
we have not resolved this problem. Many use the misleading term “nonprofit” organizations,
' whﬁe others speak of "private Voluntary organizations," "non-governmental orgamzauons "and
. "non-commercial organizations."

‘The term "nonprofit” organization is misleading because it conveys to many the thought that the
organization cannot earn a "profit" (excess of revenue over expenses). This is not the case. The
term “nonprofit” addresses the matter of what happens to the profits. With a for-profit
organization, the net profits flow through the business entity and to those that own it (usually
stockhoiders or partners). This is known in the United States as "private inuremant.”’ Under

- U.S. law, the private inurement doctrine is the principal dividing line between for-profit and

- nonprofit organizations.

- ‘Nonetheless, because of confusion over the term "nonprofit" organization, this report uses the
- term that appears to be most accepted in all three countries: "non-governmental™ organizations.

~ For those not familiar or comfortable with that terminology, you should think "nonprofit"

s organization when you se¢ "non-governmental” organization (or "NGO"}.

FINDINGS
Russia

Basn: Law Fmdmszs

Durmc the VEST team’s visit to Russm cons1derable attention was given to the ex1st1ng and
prospectlve systems of law that relate to NGOs. Repeatedly, inquiries were made in four areas:

1.-- - The existing regulatory environment for NGOs (such as registration requlrements)
2. The existing tax system as it impacts NGOs.
3. Any prospective regulation of NGOs.

4.  Any prospective changes in the tax law that would impact NGOs.
Existing Law System

Russia does not (yet) have a formal legal structure by which NGOs can be formed and are
operated.
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The country presently has a bedy of law concerning so-called "public organizations This law
was adopted in October of 1990, and is reflective of the law in existence in the former Soviet
Union.

There are separate laws concerning religious organizations and unions. Also, many institutions
that are non-profit organizations under U.S. law are part of the state apparatus in Russia (such
as universities, hospitals, and museums).

One source defined a "public organization” as an organization that unites people around a
particular interest. Another source indicated that "foundations” can not qualify as public
organizations. (However, there are organizations registered that include the word "foundation”

in their name.) A public organization cannot espouse policies that contravene the Russian =

constitution, or that promote discrimination or violence.

A public organization can be started by as few as ten individuals. Varicus documents, including |

one akin to bylaws under U.S. Iaw, must -be submitted as part of the registration 'px-'o’cess.

Although their role at the federal level is not clear, NGOs seem to have some operating
relanonshlp with a partxcular ministry (such as the Ministry of Justice or the Ministry of Health)

Pubiic organizations that are primarily local in nature (for example, that function principally in
‘Moscow or St. Petersburg) register with the appropriate ministry in the particular city.

One source estimated that there are about 40,000 public organizations in Russia.

The city of Moscow has an extensive registration system for NGOs operating in the Moscow
~ metropolitan area. There is not a specific law on the subject; however, this form of registration

apparently is being done solely on an administrative basis.

A similar system of registration is in operation in St. Petersburg. That city requires registration
of various "joint ventures” and, as part of that requirement, NGOs must register. -

‘Existing Tax System

The existing tax system in Russia includes an income tax, with a 38% rate. One sotirce
estimated that there are abouf 40 different taxes in Russia.

Some public organizations are exempt, in whole or in part, from taxation. Since there is no tax
exemption provided by statute, such tax exemption as exists is apparently dispensed by the
appropiiate ministry.

We received conflicting answers to one question, which was about the taxation of grants to

public organizations where the grantors are foreign charitable organizations. Some said the
grants would be taxed; others said they weuld not be.

28
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Those that gave the first answer agreed that this tax rule was a substantial dis-incentive to grant-
making and gift-giving by chantable grantors and donors in other countries.

A commercial organization that makes a contribution to an NGO can take a charitable deduction
in an amount equal to two percent of its net profit.

Prospective Regulation of NGOs

There are drafts of legislation to provide a comprehensive statutory legal foundation for the
creation and operation of NGOs. '

Two committees are working on this legisiation. The team met with representatives of one of -

them, the Committee on Freedom of Conscience, Religion, Mercy, and Charity. A draft
prepared for consideration by the Interlegal Research Center seems to be the principal draft.

Once the Supreme Soviet (Parliament) decides io place the issue on its agenda, the Parliament

will discuss the matter and then refer the bill to one or more commissions for review.

The .i_l.lost optimistic of views sees this legislation passing Parliament this year. That outcome,
however, seems highly unlikely.

One possibility is that a basic law concerning NGOs will be passed in 1992, with separate
legistation on charitable activity adopted later.

Obviously, legislation of this type cannot be evaluated in a vacuum. The tax issues (see below)
remain the most complicated. The government is facing deficits and attempts to stabilize the
ruble have failed. The deputies (members of Parliament) with whom the team met observed that
providing for complete tax exemption for NGOs at this time is going to be difficult.

As in any society, there are entities that are "preventors” to change. In the case of NGO
legislation, the preventors are the old-line, state-supported foundations. (These foundations
apparently have tax exemption as granted by various ministries.} One tactic these foundations
are using is to push for legislation that would provide tax exemption for commercial
organizations owned by charities. |

During the team’s visit with representatives of the Moscow City Council (MosSoviet), it became
clear that the MosSoviet is prepared to move ahead on its own with NGO legislation if the
Russian Parliament (Supreme Soviet) does not soon act.

- The regulators visited by the VEST team in St. Petersburg did not seem particularly interested

in the development of a city-based NGO statute. They did, however, express their "hope" for
a country-wide law.
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Prospective Tax Law Changes

It seems likely that Russia will ultimately evolve a statute-based system of tax exemption. The
timing on this is unclear, due largely to pressing economic, political, and social forces.

Probably some enhanced forms of incentives for charitable giving will be embodied in the
Russian statutory law. This is likely to take longer to achieve than tax exemption.

Ukraine

Much of what is written above concerning Russia is equally applicable with respect to Ukraine.
That is -

I. There is no formal legal structure in Ukraine concerning law for NGOs.
2. There is a country-wide law for "public organizations.”
3. There is a regulatory system for NGOs in Odessa but not in Kiev.

The team was advised that some form of NGO legislation is to be presented to the Ukraine
Supreme Soviet (Parliament) in February of 1993. - A draft is to be available by the end of 1992.

Passage of legislation in Ukraine concerning NGOs any time soon is problematic. The executiive
branch of that nation is being restructured, which will mean the abolishment of some ministries.
Maior economic reforms are underway, including various attempts at privatization.

Nonetheless, NGOs are flourishing in Ukraine, again despite the existence of country-wide
substantive legislation. However, legislation there is needed because of the many unanswered
questions about their permissible objectives and activities.

Other Findings

1. There is great impetus for the establishment of NGOs in Russia. There are literally
thousands of them, most created only in the past few years, and their numbers are
rapidly growing.

2. This is the case despite the lack of specific NGO statutory law,
3. Nonetheless, there is a compelling need for specific NGO statutory law. Only in this

fashion can new, existing, and impending organizations be certain of the procedures for
becoming created, methods of operation and regulation, and the tax rules.

4. The Russians want and need technical cooperation in connection with the preparation and
administration of such legislation.



10.

1.

Most Russians are not as concerned with the infusion of U.S. (and other country)
currency into their NGOs (wealth transfer) as they are with technical assistance and

cooperation to enhance their development. One Russian said that he and his colleagues

want "methodological help.” This fcrm of technical cooperation includes --
a. Assistance in connection with the drafting of NGO legislation.

b. Training of NGO’s managers,lawyers, and others as to various legal requirements
for operating NGOs.

Notwithstanding Finding No. 5, it is clear that the Russians and Ukrainians (and others
throughout the CIS) are badly in need of computers and peripheral equipment, ‘and
technical materials (such as books and papers).

Some of the foregoing forms of technical cooperation can be provided in ways that alfe ':

integrated with other forms of technical assistance (such as management training)..

The Foundation for Social Innovations (FSI) has a valuable network of contracts inthe
CIS countries which is available for use in the technical cooperation setting (see

Recommendations). (This network is of less utility in Russia and Ukraine.)

There was great interest expressed by Russians, Ukrainians, and members of the VEST

team in the establishment and operation of some form of "center” or "clearinghouse” by

which individuals in the U.S. and the CIS countries could share technical NGO

information and expertise.

There was considerable candor about the problems facing Russia and Ukraine (including
health and environmental problems), with a realization that government cannot alone
solve them -- that the NGOs are essential to that end.

United States tax law should be re-examined, to facilitate the making of gifts and grants
by U.S. sources to charitable organizations in the CIS.
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FORMS OF TECHNICAL COOPERATION PROVIDED
BY THE HLP DURING VEST VISIT

During this visit by the VEST team to cities in Russia and Ukraine, the following technical
cooperation was provided by the representative of the Institute for International Law -and
Philanthropy (IILP):

1.

Participation in the First International Conference on "Women and the Free Market
Economy," including presentations on "Women and the Law" and the importance of
NGO legislation.

Sessions with representatives of the Interlegal Research Center (IRC), to the end of
improving the evolving draft of NGO legislation.

Sessions with managers of NGOs in the four cities visited to provide pracncal legal

advice in connection with their managerial problems. (IRC hosted these sessions in
Moscow.)

Meetings with various legislators, regulators, and NGO leaders to impress upon them the
importance of NGO legisiation.

Sessions with regulators and NGO leaders to explain the workings of U.S. law

concerning NGOs.
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RECOMMENDATIONS
The following recommendations concern the law (including taxation) context for NGOs.

The first priority must be the development and enactment of legislation to provide a

statutory basis for the organization and operation of NGOs. The goai should be the

enactment of an NGO law in each of the CIS countries.

a. This should be done by means of the development of a model law and
accompanying explanatory materials. This model and materials can be
disseminated to the CIS nations by means of the FSI network of contacts.

b, This approach is different from that initially adopted by the IILP. The Institute’s

approach has been to encourage the political and social leadership of countries to

draft NGO legislation, and then react to it. However, this approach is proving -
laborious because there is litile background about NGO operations to guide the

drafters of legislation. While the process in Russia is too far along to utilize a
model law, the other CIS countries would be appropriately assisted with one.

Materials that are explanatory of a democratic, pluralistic society, that explain the role
of law in that setting, that explain the role of NGOs in a democratic society, and that
explain the need for and the role of NGO laws should be prepared and -widely
disseminated to appropriate audiences throughout the CIS. |

Materials should be prepared that explain the concepts of NGO law in greater detail, for
the benefit of CIS lawyers, NGO administrators, accountants, and others in similar
positions.

There should be conferences and seminars, utilizing these and other materials, for the
purpose of providing training on NGO legal concepts for lawyers and others in the CIS.

If some form of US-CIS center or clearinghouse is established, information and expertise

concerning legal matiers should be part of the information and expertise disseminated by
this type of entity.
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SMALL BUSINESS IN RUSSIA AND UKRAINE

Clare Smith
President
Aid to Artisans

Background

Small business has no past, no background in Russia, nor in Ukraine. With rare exceptions, all

business was state business until recently, hence the "background” is what one might call'in a

painting "negative space”, and might be beiter understood be Western analysts in terms of what(

does not exist.

Intellectuals in Russia and Ukraine, of whom there are many, know a lot about our economic s
systems, and understand free market theory. As Serge Duss of World Vision said, "It's a
bookish and educated society. People read.” Their understanding is considerable- but their -

experience is almost nil. Dreamers, their expectatlons of this new world are high, and it is
alarming to hear how fast and how far they hope the new freedoms will take them.

On my return I received a request that I help find a dealer for the Fedoskino lacquer factor'y-,' =
the preeminent production center for the Russian specialty, many-layered lacquer papier-mache -

boxes. Fedoskino is willing to make a deal offering exclusive distribution in the U.S., and they

expect sales of 2 to 3 billion dollars 2 year. Even allowing that I might have heard it wrong and . -
they might have meant 2 to 3 million dollars a year...it’s an absurd amount. Only Madonna’s

sealed in Mylar book "SEX" would come ciose. What were they thinking? Big business will
be in defense conversion, agriculture, transportation, communications, not in lacquer boxes

Probably the liveliest and most current information about small business in Russia can be found

in the New York Times. During September of this year, exactly when the first VEST team was
in Moscow, the Times ran a series of articles on the new entrepreneur, the vendors on Arbat
street., the portable stores and kiosks, and the complicated pay-offs necessary to get a kiosk.
We saw a lot of things for sale, mostly souvenirs, but everything else was used, clothes, shoes,

military gear. Business is mostly trading, buying and reselling, not very much is being produced

for sale. There is a lot of information available-three English language newspapers in Moscow,
and an enormous of newsletters here in America.

Things are changing so fast that it’s important to stay currenf. The VEST office in Washington
has a good list of sources of information.

For a Russian or Ukrainian individual there isn’t much sense in starting a small business at this.

moment. There are a few systems in place: there’s no access to credit; no distribution system;
punitive taxation cn gross profit of traders of middlemen (70$ in Ukraine); finding premises is
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impossibly difficult and expensive. In St. Petersburg, the lease of a small dry cleaning shop
brought at auction the equivalent of $36,000, a lot of rubles. Premises represent values, not the

“business activity. So selling from a wheelbarrow, Broadway immigrant style is logicdl, and a
lot of people are doing it. To build a more formal business would not be a good business

decision. Any profit is in rubles, and inflation makes them more worthless every day, hence

- deferred profit is a foolish action. Ownership is uncertain-no one knows the present or pofennal -

value of *he vouchers recently given out by the state in the rush to privatize.

If you can’t own it, you can’t build up equity. You can’t earn profits because of the
overwhelming inflation. What’s the purpose?

| Business Climate

In the absence of state enterpnsc private enterprise must occur, and mini-micro enterpnse seems

the only possibility right now., with barter as the preferred payment. People barter at the =

individual level, and at a more substantial level too. The one established U.S. 1mporter of

Russzan lacquer pays sometimes in polish sausages.

Hard currency stores, because their finances can  be controlled, because they- CAN tum a profit,
because they CAN pay for goods, have ample stocks. Many Russians ask for payment in hard

currency, even for taxi rides, and they plan to hold on to the currency so they can buy food later

in the winter when shortages are expected. They know the ruble stores will be out of stock, but
there will be food in the hard currency stores. In Russian the ruble is now considered an
inferior currency, but it’s still good in Ukraine, preferred over the new untested, untrusted
"coupon”.

Because so many jobs are being lost as former state enterprises go out of business, the figure

40% job loss was quoted, as the Russian and Ukrainian economies totter, it is hoped that the
emerging entrepreneurs will fill the gap. In the U.S. more jobs are created in the small business

sector than in any other sector, and most of those are in start-ups, a major share of them owned -

by women.

But in Russia there is little incentive to own a business and even less in Ukraine where nothing
has yet been privatized. Still, Russian are survivors, and keenly interested in how to do business
fast. It won’t take them long, but there are some urgent needs at this time:

clarification and reform of unfair tax laws,
clear title to property,

equitable access to maierials,

access to working capital,

access to information and technology,
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and a host of other syStems to which we are so accustomed that it does not readily occur to us
that they are not yet available in Russia.

. "-__Pecple do what they can.

‘Within the now almost inactive porcelain factory, Ghzel, makers of a blue and white porcelain
* famous the world over, sought by collectors in Europe and treasured by Russians too, some of
the best potters and hand painters have set up their own operations within the factory. Since the
factory is no longer entirely a state operation, but partly owned by the workers, and by their

- ‘union, there are times when they can work for themselves using the factory kilns, and they may- SO

* sell their own products. (Just as individuals may now have their own farm plots on the big state
farms and amy sell their produce.) I met Katja, a very talented hand painter, and I met her in
Connecticut, not in Russia. She and two colleagues had persuaded the Hartford Architecture
* Conservancy, normally dedicated to preserving the Victorian and Queen Anrne architecture of
. Hartford, to stake her to a gallery in the Civic Center, to host a press party, to bu1ld $5 000 g
worth of exhibit cases. This woman did not need any entrepreneunal input from us?

1 talked with the presuient Natalia Egnatova of the factory in Ryazan where. the colored lace e i
trim so characteristic of Russian tablecloths is made. The lace, and the woven ground cloth is .-

" made in two factories, one employed 180 women, and the other 100. They were state owned,

* but now the lace makers and the weavers own shares, but it’s a daunting prospect.” They have: .
no orders at all. They have never had to sell their work before-it was bought from them by the

state purchasing staff, they received their wages and their benefits, and it was sunple They: }
know they have no market in Russia right now-no one has any surplus income. So export is
necessary, but how to do it, how to make contacts, how to know if their producis are saleable,

'how to know how to price them? They are completely unfamiliar with costing products, have .
never bought their materials on a competitive basis, do not know how to value their labor, nor = -
how to be particularly efficient. I worked with them during and after a marketing seminar at =

~ the conference, "Women in the Free Market Economy" held in Moscow just pricr to the amvai -

'. ~ of the full VEST team. They need a lot more than short consultation-they need a makeover, |

It was discouraging to think how much they have to learn, and how hard it would be, but
encouraging that they know they need "know how"-the word is the same in Russian-and they
are touchingly willing and eager. While they love their red-edged tablecloths and doilies, they
guessed they might be too "Russian” for Americans-what would we like? what would sell? Tell -
‘us and we'll make it.. : :

The cornucopla of goods that overflows into the American marketplace seems gross by =
comparison with the meager supply of consumer products in the Russian marketplace. There

* were certainly plenty of souvenirs in Arbat Street and in Ismailova Park, but the stores that -
supply the local people have very little stock. We saw the often described long lines at stores,
lines for merchandise, lines to pay for merchandise. (I did not see GUM, it was closed that day - -
I was in Red Square). '



. Given the lack of surplus cash, and the shortage of ordinary necessities, it might seem frivolous

“to discuss folk art, "airport art" and other art as a practical export opportunity, but there is a
long and wide art history in the Former Soviet Union and pride in it.. Russian artisan are
talented, well trained and skillful. They have a real competitive advantage.

Their most notable skill is in painting-watercolors, gouaches, oils, graphics, originals as well =
- as exact reproductions. They are extremely good at line and color and finish. - Quality is -
. uniformly high. These skills would serve them well'in any market in the world. Right now the '

interest in Russian goods is- very high, as they are still something of a novelty For unessennal L

_ goods noveity, "what’s new" is a major market 1mperat1ve

I looked at evef}thmg, in museums, in the street markets, in books, in pnvate homes and r— -
identified several product lines matchmg them to the market categories m the U.S. market The S

appropnate categories are:

Gi_fts,
‘Decorative Accessories,
‘Home furnishings,
Housewares,
- Fashion, -
" Boutique,
- Personal accessories,
‘Costume Jewelry, |
Gourmet,
Bed, Bath, Linen,
- and -Tableto’p-._.

The pfodact lines are:
Porcelain,
Lacquer,
‘painted tin,
painted accessories,
- carved accessories,
birch bark accessories, . ‘
Christmas items, especially wooden church replicas, '
~ stone and amber jewelry, prints, aqua tints, etchings, watercolors,
kniis, especially "cashmere” shawls, ‘
toys,
linen, embroidered or plain,
Miniatures, especially lead soldiers

As well as artisan workshop or atelier products, the other traditional cpportunity for beginning
businesses lies in providing services, especially services that do not require much equipment or
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high-tech training. The Moscow Times listed numerous small entrepreneurial enterprises, among
them interpreting, language teaching, catering, messenger services, car and driver hire,
apartment rental agents. - We heard that independent plumbers and electricians are very
successful; the state owned building provide useful but you have to wait so long that anyone who

. can afford it hires a moonlighter and pays on the side.

Service oriented Jomt ventures seem'prom1smg, and St. Petersburg was full of joint venture =

' notices, not so many in Moscow, though several U.S. construction companies were prospecting
for partners at a trade show in Moscow and a few still in Ukraine, but they are bemg
' encouraged - -

The St. George hotel in Kiev, a lovely tourist "destination", on a picturesque cobbled street

‘below St. Andrews baroque church, is a joint Ukrainian/American venture. Incomplete as yet,
it will provzde the finishing touch to a street full of artist’s studios and coffee shops, the only
place in the cxty except for the fnut and vegetable market, where shopping is even v1s1ble

o Yumcam isa successful joint Ukraine/American venture based on the dehvery in Ukrame of
flowers and special messages anywhere in the country. People who left in the "Ukraine o
Diaspora”, for the U. S and Canada keep in touch that way.. The company is paid in doHars '

and buys in "coupons".

- -CDC engineering in a woman-owned, Vancouver-based waste disposal company, and the ow:ier,

" Russian by birth, Irina Wosk, has set up a joint venture in Moscow. Her Russian partner is still

- only the government, though it has been her intent to get shares into private hands from the very
. beginning. -

‘The business climate is yeasty, and I think private sector involvement Woul_d be preferable to .-

NGO involvement in small business. Private business is fast to act, and that’s important as the

people of the former Soviet Union need to taste some success in free market ways soon. People

- who are successful in private enterprise are usually innovative and accustomed to risk and they
want results. They usually have enough capital to ride out the invariably rocky start up times.

~ The NGO Sector

The foreign NGO community is concentrated at the present on urgent humanitarian and health
-questions and on institution building. We were fortunate to be briefed both generously and

frankly at a-meeting hosted by Serge Duss.of World Vision and Benedicte Berrer of Red Cross
and Red Crescent. None are working directly with small enterprise, but their "lessons learned”
are as applicable to that sector as to any other, and all of them, particularly Mary Yntema of
United Way International, offered to assist other non-profits get established.

There are serious constraints to getting established. At the moment, foreign donations to Russia
are taxed as income at 38 %, although religious organizations such as the Salvation Army, Worid
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“Vision and Catholic Relief Services are exempt, and other organizations may be granted
~ exemptions by President Yeltsin. Private giving was never a tradition in a state run system, and,
even if it were, there isn’t discretionary income in Russia or in Ukraine now. 60% of the
- people are said to be at or below the poverty line.

New"money exists, and there are millionaires. One, Smirnoff, pays all the bills for a speei'al_ B
school in Samora, a sort of grown up Montessori School; one is funding the "From Russia with- =
Love" Rocket, and another gave one free day on the metro to every rider. Grand gestures, and

~ inspiring, but not steady cash flow for non-profit agencies.

_ Prere‘quisites for Creating Good Partnerships

There are 1,300 non-profit Russian organizations registered in Moscow, more each day, in spite
of the lack of structure, and finding a counterpart should, just on the odds, be fairly easy, but
it takes time to- find a good partner. Both the United Way and the Fund for Social Innovation -

offered to serve as references

E'veryone we spoke with emphasized the absolute necessity of ha{/in'g a Russian partner. Not

just because it’s unworkable without one, because the Russian neitheér want nor need charity,

~ they want us to teach them what they need to know, and that’s all. I am sure we would agree |

~ that’s the goal to make sure we contnbute to their independence not the opposite.

- .-_Reeommendations From U.S; PVO Representatives Based in Moscow: -

Our partnerships be between equals

‘We must become skilled at communication, learn Russian,
use E-mail, meet socially,

network, talk to everyone.

‘Do not transfer cash, except for salaries and equipment.
Teach accountability and personal responsibility.

Use expatriates for both management and training,

- Good advice, all of it, and I think it necessary also to add what Carey Stacey of Trade Star said,
 "You know what the crop is when you grow it". We have to learn as we do.

Private Sector

Although the foreign NGO’s are not actively working on small business at present, a great many
other people are active in privatization. The Coopers and Lybrand office offers management
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‘and accounting services, far from free!, but high quality. U.S. investmen: banking firms are
working with the Russian Government on free market systems. At the individual level, a Dutch
import\export company, Stemmko, longtime traders in commodities, offers training to
entrepreneurs in basic business skills. Joint ventures, of course, offer instant training.

Much of the training takes place in the U.S. For example, the "Yankee Eastern European
Entrepreneurial Studies Program” brought five young Russian entrepreneurs for two semester
of graduate level training at the University of Hartford and will place them in local businesses.-
- Newspapers all over the country report on Russian and Ukrainian and Kaza.lch visitors every day
There is a lot going on.

Artists groups are partlcularly active. Just in the northeastern corner of Connecticut the local -~

~ paper wrote of the visit of four Russian Painters from the outskirts of Moscow to the very small |

- town of Canton. A similar art exhibit and sale of work from Kazakhstan opened this month in .

* Laurel, Maryland We don’t often look on art as a means of income generanon but it can be.

"Trade Star", based in North C'arolina 18 almost toc complicated a.nd‘ ingenious a busmess o
describe here, but is an experimental combination of barter and training, profitable on both the -

Russian and U.S. sides. It’s the brain child of two women, Carey Stacey, an American L
* . entrepreneur currently active in Hungary with the cosmetics business, a language and business
training school, past president of the U.S. Business and Professional Women’s Association, and -

Ludmila Konareva, Professor of management at the Institute of the U.S. Canada at the Russian -
Academy of Science, and founder of the Russian Association of Women Business Owners.
RAWBO has thirty members, and Dr. Konareva is presently speaking at a conference in North
“Carolina run by the Small Business Administration called "Women Going Global".

Much of this activity is spontaneous and entirely private-neither the government, ror business,
nor the organizations of the "Independent Sector”, just people acting on their own, with or
without backing. In Russian we found similar, perhaps even more creative approaches, and .
- though it might sound soft-headed it does seem as though some new form of enterprise might
" arise out of this creative and exciting mix. David Cooperrider, a professor at Case Western
Reserve University and a member of the VEST team spoke often and eloquently on this trip of -

a Just Civil Society, and of the need for the integration of government, business, and non-profit o

interests.

Foundation for Social Innovations

" The Foundation for Social Innovations, founded by the Charismatic Gennady Alferenko, isa new
. kind of "think tank®, in fact an "idea bank". At our meeting at the Foundation’s Moscow
headquarters we met some of the innovators, the founder of a garden plot training institution,
" a tomato paste factory owner, and, most encouraging, a fifteen year old newspaper editor-
publisher whose paper,"Contract”, already has several thousand subscribers.
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The Foundation sponsors exiraordinary events. Most of us had heard of the recent meeting of
Eskimo families separated by only fourteen miles of the Bering Straits, but unable to meet during
the long years of the Cold War. We had not heard about the conference of American Vietnam
Veterans and Russian Veterans of the Afghanistan. The soldiers shared experiences, agony and
healing in an extraordinary personal and private meeting. Some of us had heard of the proposed
flight of the intercontinental rocket called "From Russia With Love”. Privately financed in
Russia, guided by the Russian and U.S. military and filled with letters from Russian: school
children, it will splash down in Seattle Harbor on Thanksgiving Day. Innovation‘ This
foundation is emphatically open to ideas and creative cooperation. :

~ Vest Team Knowledge Alliance: Aid to Artisans, CEDPA AND MOMS-86

* When I first thought about innovation and new forms of enterprise I was thinking of Cooperrider
- and Alferenko’s grand vision of world order, but on an immediate and practical scale, I noticed
" on this VEST visit how we team members were often working together to see how two or more-
_ PVO’s might work together to ﬁnd creative and pracncal solutions.

'One such potentlal pannershlp is three way, CEDPA, MOMS-86, and ATA: CEDPA to seart .

a women;s health and counseling center in Kiev with MOMs-86, Ukraine-wide entirely: pnvate
organization of mothers concerned about the children of Chernobyl and ATA to set up a

“store\gallery in Kiev to sell products based on Ukrainian tradition, developed by ATA using the
skills of the 2,500 MOMS-86 members and their friends. The store would serve as Store-Front B

Office, publicity for MOMS-86, and would generate substantial income from the tourist and
- expatriate market. There is very little quality handcraft for sale in Kiev at the present, Although

- the Ethnographic and Decorative Arts Museum at Lavra Monastery is full of examples to
reproduce

The Russian Association for International Relations

With Mmé. Valentina Tereshkova at its head, the Russian Association of International Relations |

is now an NGO, although still associated with the government. Among its many interest and
responsibilities are the seven vocational schools outside Moscow where students, chosen by
competition, learn the traditional arts of Russia, enamels, woodcarving, needlework, bone
~ carving, porcelain. The graduates used to be hired directly into the factories where traditional
products were made, not mass produced, but certainly in large quantities. The markets for such
products have shrunk dramatically with the change in the Russian economy, and both the
factories and the schools are at half budget and half production. The pay scale is very low, even
the teachers, enormously skilled people, make only about eight doliars per month. The Russian

Association would like to broaden the school experience, arrange for student and faculty |

exchanges, arrange competitions, bestow prizes, and supplement the meager government support
with sales of products.
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With Emma Pilyugina, President of the National Handcraft Association, Sally Montgomery and
¥ visited the Fedoskino vocationa! school in a small village some 15 miles from Moscow, where
125 talented young people learn to paint the most elegant of miniatures, lacquer on papier-
mache, tole painting, and enamel on porcelain. The conditions are Spartan beyond any
description of .early British Public Schools, and exchanges with American students would
- certainly be educational.

- Most Useful Forms of Assistance and Recommendations

B Following directly on the Russian Association’s hopes for the vocational schools, I want to note

that there are several vocational craft schools in the U.S. whose experience might serve'as a

model, Penland and Berea. Both schools would welcome such an exchange, and the Craft
Center, a PVO based in Washington has offered to coordinate any such program.

As to income producing for the vocational schools, it is tricky given the emphasis on five full

years of training. They did not like students to work before they are fully trained, almost = -

imprinted. - Since their eventual products are far too expensive and too eiaborate for the export
market taste, it would be desirable to develop product adaptations that would be marketable.

Specifically, a product-development specialist could simplify the painted tin trays at Fedoskino'

and build a respectable small business that would quite easily support the school’s modest
budget, at Ieast as long as the ruble\dollar remains as much in the doilar’s favor. :

1 cannot be as specific for the small business sector in general. Each case is different, it changes
every day, but I strongly recommend that any assistance should be professional and provided by

wise and w1dely experienced people. This is too important a time for well-meaning amateurs.

Exccpt for certain PVOs, such as Accion who are truly excellent at micro enterprise training,
and perhaps Trickle Up whose $100 grants might be very appropriate at the moment-$100 is
currently 12 teachers salaries for a month. Women’s World Banking, with its emphasis on
credit guarantees, has much to offer, and is now, as an outcome of the "Women in Free Market

Economy: conference, working to establish a banking relationship in Russia. It is still too early

for the IESC, as most of their volunteers would be over-qualified, but as soon as there are
enough formally organized businesses IESC would be appropriate. Except for these few, the
PVO community does not seem to be the most appropriate group for small business assistance
now.

Perhaps the most useful assistance a PVO could offer is to provide updated information, to act
as a guide and resource center to PVOs, entrepreneurs and entrepreneurial groups. At the State
Committee of Ukraine for Promotion of Small Business and Entrepreneurship, copies of several
Small Business Administration handbocks were open on the desk, and they were described as
very useful and fascinating. People said that small business training centers spread widely
through the country would be helpful.
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Some non-governmental organizations such as the Social Venture Network, a loose confederation
of successful entrepreneurs like Ben and Jerry of ice cream fame, Paul Hawken Of Smith
Hawken, Dan Storper of Putumayo, the owners of Stonyiield Yogurt, of Just Desserts, could
be inspiring speakers, "gurus” and their companies would be excellent intern sites.

I did not have the opportunity to meet with the U.S. Department od Commerce in Moscow, but

~ I'would like to know more about their strategy for working with the small business sector. The

list of services they offer to U.S. business people in Moscow was impressive. Between the
Department of Commerce and the Business Center of the Slavyanskaya Hotel, it is no longer
quite so difficult to function in Moscow.

(There are still some notable gaps-no one can pack or ship any toarist purchases. If I were a
Russian entrepreneur wondering what kind of business to start 1 would station myself at either:
end of Arbat Street with a packaging and shipping agency. I’d do the same at Ismailova; and
if I could get a connection with FEDEX or UPS I'd have a business!)

- The Peace Corps volunteers arriving now in Estonia are small business trainers, and I believe
~ the group coming to Russia is made up of English teachers and Small Business experts. if they
- are experienced as well as academic, they could be enormously helpful.- A two year presence
of a volunteer could be to provide just the hand-holding continuity that is needed. Short term
training visits do not allow for the inevitable follow up questions and answers.

NGOs and PVOs are not, by their nature, business people, and I can’t help but think that
business and entrepreneurial training should be provided by those who ar ig business, and
currently active in business would be better. So, aside from corporations themselves, I would
look to the business-oriented groups, the Rotary, the Small Business Administration, and the
many other internationally active and qualified groups, such as the Business Council for
Understanding rather than the more general micro-enterprise fraining offered by PVT’s
From the Aid To Artisans point of view, we see numerous opportunities, especially in Russia,
because of the rich handcraft traditions and the existing skiils, and because our "Market Link"
program provides the commercial link between artisans and the market. ATA is a tightly
focussed organization, focussed on mixing artisan skills, cultural conditions and the marketplace
in order to improve the lives of the artisans. The "Market Link" program would work in
Russia, even in this pre-business era. The emphasis on export would not currently be suitable
for Ukraine, as there are not enough market-ready products.

A major opportunity presents itself with museums in Russia and Ukraine. Knowing that the
Smithsonian Museum catalog sales gross $89 million a year and the stores do 20 million, it
seems logical in the extreme that world famous museums like the Hermitage shouid "capitalize”
on their collections. There are craftsmen throughout Russia trained in restoration, trained to the
same high standards as in Czarist times, artisans working in goid leaf, miniature painting,
porcelain. Color printing is excelient in Russia. Products related to the collections in all the
muszums could be produced and sold to benefit the museums. Already there are very good
products for sale in the streets. It would be relatively easy to stock the stores. The museum
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store at the Ethnographic Museum in ST. Petersburg had good products, a flock of would be
customers but very little stock.

We strongly recommead that the Russian government commission a feasibility study for setting
up such stores as currently exist in ali the major U.S. museums. ATA can identify consultants,
experts like Thomas Aageson whose book on financial management of museum stores in the

ir.dustry standard, but without knowing who controls the museums, whether or not shops have

already been considered, we wouid not submit a proposal. A preliminary study is necessary.

ATA’s interest would be in the immediate local expansion of the market for Russian crafts
people that museum stores would provide, for the obvious strengthening of income potential for
artisans, and for their increased self esteem. Working for the Hermltage would be far more
glorious than making souvenirs on Arbat Street.

Women’s Issues

In most countries where Aid To Artisans works, our work is with women. Handcraft, unless

itis very proﬁtable (metal, especially jewelry) or l'ughly venerated (Ghanian kente weaving), is
usually "women’s work”. In Russia, I did not get that impression. To be sure the lace was all
made by women, women usually are the textile workers. But the painting, their best opportunity
by my estimate, is done by men and women.

Jobs are so scarce and living is so frighteningly expensive, that anyone works who can. We
were told that of the new unemployed 80% were women, and there was a rumor of a bill before
parliament that would limit a mother’s working hours to 22 per week. In the countryside we

saw men and women working in we communal sugar beet fields, and men and women and

children working in their own garden plots.

Actions That Will Make A Difference

Whatever the actions at least some of them shouid be immediate. It’s important to "make a
difference”, a visible difference. In the small business sector progress must be tangible, to make
real money and to produce real things.

ATA’s method of operation in a new country is always based on finding the right people, lively
people, often someone who "comes in off the street”- someone interested, curious, wanting to
try something. Often, admittedly, that first person is not the ultimate counterpart we need, but
it;s the right place to start looking.

Some of the English speaking interpreters, for example, have terrific exposure to new ideas and

possibilities, and they know it. My interpreter in Kiev, Tanya Yakimenko, had taught English
at high school level for 18 years, and she was on fire now for excitement at new worlds opening
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up for her. She need not simply translate; she can show us things, find out things, make
introductions, she knows "who is who" and "where to get it".

‘World Vision and the International Red Cross told us that there are lots of qualified people in
Russia, often right at your elbow, since people working now as secretaries, interpreters, drivers
are frequently professors and mangers whose jobs have disappeared.

Part of finding a good partner, counterpart, or even part-time colleague is personality, and we
know we, and probably all Americans, respond to a positive attitude. Hence, when the president
of the Small Venture Association of the Ukraine, Leonid Kondraschenko, said "If there is a
problem, we'll solve it", and we knew we would like to work with him.

For other PVOs working in small enterprise, I'd suggest, as Mary Yntema did using ihe
networks. Foreign PVOs working in Russia and Ukraine are extremely generous with advice
and experience. '

We ourselves, to give examples, would like to work with the Russian Association of Women
Business Owners, for numerous reasons. They want to work with us, that’s the first one. We
can actually DO something, that’s the second. We have checked them out, and their
organization is trustworthy.

We'd like to work with CEDPA and MOMS-86 for the same reasons-we know and trust each
other, and we see a store front center for MOMS-86 that is both needed and possible.

We are not so keen to work with the Russian Association for International Relations because we
are not quite clear as to what they want and we sense that their expectations are impracticably
high. Mme Tereshkova was a cosmonaut, Russia’s first woman in space, and we doubt that
small business is in her scheme of things. We will, however, do what we can-the vocational
schools surely need some assistance at any level, and it would be impolitic to do nothing.

Previous to the VEST mission, ATA had been in touch with the Sudzal Institute of Restoration,
talking at length with the U.S. teacher of champleve and cloisonne enamel who had just returned
from a month of workshops at the Institute. The problems are the same as in the vocational
schools under Tereshkova, and we will try to include Sudzal and continued training and
marketing through our own consultant, Ursula Duba.

Almost every group we met in our sector is a group we intend to work with at least at some
level, perhaps only to try it out. We'll see if we can help Logos, a church group that has taken
on the support of a small (4C workers) enamel on copper workshop. We’ll follow up on Gaia,
a group of women from the conference, a group with a wide focus, but some craft producers
within it.

We met artisans working at home, workbench in the corner of the bedroom, paintings drying
in the kitchen. OQutside the formerly well-supported state union of artists, they have almost no
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means of support and no access to the materials that union artists can get. We’ll look for two
or three more jewelers of the quality of Slava whose filigree and sculptured settings for stones
and amber were extraordinary, original, but still"Russian”, and we’'ll arrange a group exhibition
and sale here in the U.S.

We met several artists families; Alexander and Irina Aranov for example, he restores icons, and
she is a painter. Both are skilled in decorative work, and desperately need work. They offered
to gather their artist friends into a workshop to produce decorated breadboards, boxes, kitchen
cupboards and the like-if we could help them find markets. '

These are the small things, hardly cost=effective from a business point of view. But this 1sn’t:

strictly business, it’s a business as a means to life. Whatever we are able to do, we will aiways
be on the lookout for ways to expand our usefulness, ways to involve more people, more
exchanges, more sales, more exhibits and, obviously, more funding, since the amount of help
that is needed in Russia or Ukraine is unimaginably large.

_@.



ENVIRONMENT: RUSSIA AND UKRAINE

Stanley W. Hosie
Executive Director
COUNTERPART

BACKGROUND

The VEST team was particularly successful in reaching both government and non-governmert
environmental sectors in Russia (e.g. Moscow and St Petersburg) and Ukraine (Odessa and
Kiev).

- VEST team members met with Professor Yablakov, Environmental Advi.ser to President Yeitsih, L
in his Kremlin office, also with three senior members of the Russian Ministry of Ecology and

Natural Resource Management, and with a dozen key members of the Moscow Chapter of the
Socio-Ecological Union.

Since many government officials in both nations came from the "Green" Movement and/or from

the spontancous grassroots non-government organizations which make up the Socio-Ecological

Union (SEU), there is a blurring of boundaries between Government and NGO Environmental
sectors. In many cases the same persons attended both the governmental meetings and the
'NGO/SEU meetings.

RUSSIA

In Russia, SEU personnel wrote up the following in response to the "VEST PROTOCOLS" on
the Environment: |

"In our point of view, the number of participants in the environmental movement has
decreased since 1987-1989. The reasons:

-eCONOMIC Crisis

-disappointment of the most emotional members at the deficiency of legislation
and enforcement;

-lack of members during the 1987-1989 election: many of them were involved in

the political issues. Those realized that nothing can be done without new political
achievements.
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"There are different NGOs outside the SEU umbrella. There are many of them which
belong to the so-called environment movement. At the same ume, iots of the newly-
formed groups have no relations with this movement. Usually they are particularly

involved in business connected with environmental issues. We don’t know much about

them but can’t deny that they make positive contribution to the environment.

"The Socio-Ecological Union is an international organization which is an umbrella for
nearly 300 smaller organizations and groups in the former USSR. These nearly 300
groups work independently and close at the same time. It has only the Board of Operative

Actions which usually takes only general decisions concerning the whole SEU. It also has

the Centre for iniormation and Coordination that provides information for the whoie SEU
and coordinates efforts for different organizations and groups. ' :

“The SEU has organization members and individual members who do not pay any _feé .
and welcome to join the SEU, if they share its views and interests. For its part, the SEU -
is responsible to provide information and technical and advisory support. In some cases" -

the SEU provides financial support. (when the SEU started it got very little money from - L

groups and individuals). The SEU also has some branches which have and scme wmch B

do not have the same statute.

"The relationship between the SEU and the Ministry of the Environment is rather tense.

Prominent GOs, NGOs and international organizations say about their trust to the SEU

and its activity. The Ministry does not want to admit this fact. Sometimes its seems a
threat from the SEU activity towards its reputations and even monopoly.

"The SEU implements many projects which cover the following areas:

- communication and information (including E-mail network)
- environment and human health

- biological diversity and protected areas

- ecological education

- environmental legislation

- alternative energy sources

- radioactive wastes

- environmental monitoring, etc.

"Source of Funding:

The SEU got grants from US foundations to develop:
- an information programme
- e-mail networking

- clearinghouse on the environment
- protected areas.
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From the World Bank the SEU will get money for the expertise it has carried out on the

World Bank’s request. It also receives money from local administrations for . |

investigations and expert estimations of environmental pollution.
"Partnership

"Institutions and enterprises are mterested in establishing connections with the SEU. The
SEU cooperates with Academy of Sciences, Universities and with many divisions of the
Ministry on the Environment. The SEU has many foreign and international partners. In
the US these are ISAR, NRDC, EPA, CCI, US University, IUCN, WWF
COUNTERPART. International foundations: Dutch Milie Kontakt, etc. ' :

"The SEU has its representatives of different levels at the Russian and other parljaménts.

For the time being we can’t say that the Parliament plays important role in environmental | B '

policy.
UKRAINE

 While SEU chapters in Odessa and Kiev were not able to fill out the protocois the VEST team o
consnders the above comments to be representative of SEU/UKRAINE also. o

FINPINGS
1. = The NGO Sector

The NGO or PVO sector, in the American or British or European sense, isa
‘misnomer in the CIS. Numerous organizations previously supported by the State
or the Party have been declared NGOs but retain the same leadership and operate -
with State fundmg in State buildings. These groups, along with both new and
relatively well established private citizen groups, are mixed in a potpourn of
claimants for potential donor resources.

The environmental NGO sector reflects many of the same aspects, with a loose

mix of groups from university professors and scientists cut adrift from centralized
funding looking for major outside funding for research and development and -
major laboratories to small grassroots groups focused on a single community
issue, from local officials seeking help for pollution cleanup programs to
environmental ministry officials. |

The activities undertaken by these groups range from the SEU’s widespread e
mail network of environmental information which feeds into equally ubiquitous
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~ "Green" publications to community-based activism aimed at protecting trees from
urban planners.

Overall, however, environmental concerns have stimulated the creation of abroad- -

based, committed, and activist network of emerging NGOs throughout Ru551a and
Ukraine. .

Women’s and Health Issues

Women'’s 1ssues enwronmental issues and health issues are mextncably hnked- o

in Ru551a and Ukraine.

The February, 1992 UNECEF/WHO report on Ukraine:

states:

"The overall picture of health and health care in Ukraine is grim, showmg B |

signs of imminent emergency alongside chromc degradamn and decay

...The persistent degradation of the envxronment....due_ to extensive use

of pesticides, inappropriate technologies in chemical and - mining
“industries, along with the virtual absence of water treatment systems has_

. already proven a considerable health hazard.....

"Particular concern is focussed on the diagnosis, monitoring and treatment -

- CRISIS AND TRANSITION: MEETING HUMAN NEEDS (Feb 199:2')

of thyroid-related pathologies, cancers, hematological diseases and genetic s

defects in newborns of parents at risk...

(Page 17)

"Over 92 per cent of all women work, most of these in agricultural and

industrial occupations....that...expose them to polluted"
environments.....The Govemment is now considering legislation = . _.
prohibiting the employment of pregnant women for hard physical Iabor or . ..

in chemically hazardous working conditions.” (Page 18)

"A 1991 study done by the Institute of Nutrition on childi'eh in
contaminated vs uncontaminated zones found that in both areas 60-75 per

cent of children aged 0-3 years had experienced health problems.....

"It is clear that there is an urgent need for further and more precise

information the health impact of environmental contamination of all

types.”.....



"....the international community could play a valuable role in taking some
of the initiative and responsibility for cenducting such activities..." (Page

26).

The Repoi't of the same Mission to Russia:

"Health in the Russmn Federatlon w:th Emphaals on Children & Women“' |

(Feb./ March 1992) .

1s_even more scathmg', e.g.

~ "No other great -indu_stri_ai civilization (has) so systematically and for so iong
poisoned its land, air, water and people....a2d no advanced society faces such a
‘bleak political and economic reckoning w1th SO few resources to invest towardﬁ '
o recovery " (P. 31) : :

.in 1988, chﬂdren ina cnty which ranked 14th in the USSR for air pollqun

- were 3.4 times more often diagnosed with blood diseases than the average...

"...nuclear radiation is considered to be the most serious current hazard. The

immediate and long-term impacts of Chernoby! pale beside a continuing legacy -
of over one hundred non-military nuclear explosions and accidents, plus'an
~unknown number of military ones, some of which were detonated on the surface "o

- (page 32).

- Critical Environmental Problems and Most Useful Forms of Asssstance to CIS o |
 (NIS) PARTNERS. e __

Cnucal Enmonmenta.l Problems have already been hsted above in (2) He"_ilthr i

& Women 'S Issues - and in the Response of SEU to the VEST Protocols

o Note that these issues inciude both POLLUTION issues and such pos:twe

"GREEN" issues as nature reserves, reforestation, public awareness

~campaigns, 1eglslation and im